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Thursday, May 11, 2006


‑‑‑ Upon commencing at 9:00 a.m.


MR. MILLAR:  Good morning, everyone.  I think we'll get started. 


We're sitting here today for the Technical Conference for EB 2006-0021, which is the generic gas DSM proceeding.  


This is the first day of a two-day Technical Conference, and today we will be hearing from Enbridge's witnesses

      I think perhaps we should start by take taking appearances from those who are here.  I know there will probably be people dropping in.  

APPEARANCES:

MR. MILLAR:  As I say, my name is Michael Millar.  I'm here for Board Staff.  With me are Steven McComb and Michael Bell.  Maybe we'll start with the Enbridge panel and counsel next.

     MR. O'LEARY:  Yes, it's Dennis O'Leary, counsel for

Enbridge Gas Distribution.

     MR. RYCKMAN:  Norm Ryckman, Enbridge.  


MR. BROPHY:  Mike Brophy, from Enbridge.

     MR. GREEN:  Paul Green, from Enbridge.

     MS. SQUIRES:  Patricia Squires from Enbridge.

     MS. CLINESMITH:  Susan Clinesmith from Enbridge.

     MR. MILLAR:  And the intervenors?

     MR. DINGWALL:  Brian Dingwall on behalf of Canadian Manufacturers & Exporters.

     MR. SHEPHERD:  Jay Shepherd on behalf of School Energy Coalition.     


MR. POCH:  David Poch on behalf of Green Energy Coalition.

     MS. ANCHETA:  Anabelle Ancheta, from Union Gas.


MS. McLAUGHLIN:  Erin McLaughlin, a law student with Klippenstein, on behalf of Pollution Probe.

     MS. deJULIO:  Gia deJulio, with the Ontario Power

Authority.

     MR. JACKSON:  Malcolm Jackson, FRC Canada, and with me is Ms. Juli Abouchar of Willms & Shier, and we’re here for LIEN.

     MR. ROWAN:  Malcolm Rowan, Canadian Manufacturing & Exporting.

     MR. HIGGIN:  Roger Higgin, ECS Consulting for VECC.

     MR. AIKEN:  Randy Aiken, London Property Management

Association.

     MR. ADAMS:  Tom Adams and David MacIntosh for Energy Probe.

     MR. MILLAR:  I think that's everyone, so I think we'll

just get started.  As everyone knows, our time is somewhat

short today, and we have an awful lot to get through.  And

I'd also like to remind everyone, as we've already seen,

that this room is not as well miked as our regular hearing

room, so I'd ask people to speak up, and to speak as clearly and loudly and slowly as possible.

      We were intending the Board staff would go first with

their questions of the Enbridge panel, and I think we only probably have about 20 minutes or so.  I understand Mr. Shepherd will go second for Schools.

      So unless anyone has any preliminary matters, I propose then we just get started.

     Anybody?

     Okay.  I think Mr. McComb will be asking the questions

on behalf of Board Staff.

ENBRIDGE GAS DISTRIBUTION – PANEL 1:

Norm Ryckman

Mike Brophy 

Paul Green 

Patricia Squires

Susan Clinesmith


CROSS-EXAMINATION BY MR. McCOMB:


MR. McCOMB:  Thanks a lot, Mike.

     I guess you guys got our questions in writing, and

I'll pretty much just read them as they were written.  The first question is number 1.  It is: 

“Enbridge has stated that it supports a multi-year implementation plan with a minimum three-year period.  What would be the maximum length of a DSM plan?” 

And I guess you could comment on whether a maximum length matters or not.  


MR. BROPHY:  I guess the answer to that is that we anticipate the first multi-year plan to be in the range of three years, but that future ones, depending on, you know, the outcome of, say, a three-year multi-year plan could be in the range of five years, something like that.  So, you know, I hadn't contemplated, you know, setting a ceiling on the amount of years, but I could definitely see going from, say, a three-year to a five-year, if the efficiencies continue.


MR. McCOMB:  Using the same framework that we're working on.


MR. BROPHY:  Exactly.


MR. McCOMB:  Okay.  And the second question is that if you could provide an explanation of what you term as “bottom up” in your evidence.

     MR. GREEN:  I could respond to that. 

The DSM budgets are grassroots budgets.  They're developed by reviewing the current demand-side management, DSM, programs, the results, and also by the forecasting of our potential program take-up on a program-by-program basis, sector-by-sector basis for each of the years.

     So forecasting is based on the available market information, and certainly a review of the sales funnel feedback from our industry consultants, external channel business partners' associations, and certainly a variety of internal resources.

     Activities of various government ministries and agencies are factored into our mix, and the potential for new and emerging technologies are also identified and incorporated into the portfolio of DSM programming where it's appropriate. 


MR. McCOMB:  Would the first step in that be the market potential study?

     MR. GREEN:  We certainly reference the market potential study.


MR. McCOMB:  So that would be the first step in developing the bottom up, or just as an added resource?

     MR. GREEN:  I think it's an added component.


MR. McCOMB:  Okay.  Skipping down to question 5, it has to do with TRC thresholds for individual programs.  And if you could, in your evidence you stated that in certain circumstances you would promote programs that didn't pass a TRC threshold of 1.  Could you clarify the circumstances where that would be appropriate? 


MR. BROPHY:  Perhaps I can take this.  There may be certain circumstances where individual programs may be below that threshold, even though the portfolio as a whole would be above.  So some examples of where that may be is, say, in any given year, say, avoid a gas costs dip and make it just not cost-effective, but it becomes very disruptive to pull the plug on a program and then re-institute it the next year, because you're really flipping a switch on and off, on and off, and business partners wouldn't enjoy that that much.  So that's one example of where that would occur.

Also, on a new program area, if you're starting out of the gates, you know, in the first year, it may be just below the water with the expectation that, you know, in subsequent years it may be a strong performer and deliver positive TRC.  So you may want to take an individual program, start it off understanding that it should be contributing in subsequent years.

     MR. McCOMB:  Now, with regards to the first part of your answer, since in your proposal TRC or the avoided costs and assumptions would be locked in in the beginning of the plan, and the plan would be a multi-year plan, there would really not be an on and off sort of type of situation where in one year it passes and the next year it doesn't, given different avoided costs.  So would that still be appropriate, if avoided costs are locked in at the beginning of the plan?


MR. BROPHY:  Locking in the avoided costs over the length of a plan does definitely bring some efficiencies, so that would remove the case where you’d get that kind of fluctuation over the life of the plan.  But in the case of, say, introducing something in a three-year plan, where the first year it might not be positive, but as you start to get momentum, and it may become cheaper to have builders do something in the second year, that case would still apply.

     MR. McCOMB:  Okay.  Thank you.  Moving on to question 

7, if you could just provide some clarity to your views on the Board taking ownership of the assumptions and measures list or inputs list?  


MR. BROPHY:  EGDI, or Enbridge, supports the Board taking that ownership if it introduces efficiencies and streamlines the process.

     Enbridge would still continue to add value in a process as outlined and also stakeholders would have the ability to, you know, provide input to the Board to do some updates over time on that guide.  So if we had new research or information that provided some updates to that, then we would provide those to the Board's staff and they could incorporate it in the next version of the issue.

MR. McCOMB:  Okay.  On that same topic, I'm going to actually skip to question 10, which wasn't asked of Enbridge, and I hope you don't have a problem with it.
     But it was asked of Union, and the question is:  

“What stakeholder participation is envisioned in updating or creating the assumptions and measures list?”

And maybe you could just comment on that process, because I think the Board went through some of this with the electric guide, where there were some motions on the guide itself and inputs to the guide.  Please comment on that. 

MR. BROPHY:  Well, I guess there's really, in my mind -- and hopefully I'll answer the question the way you kind of -- the way you asked or touched on the components you're thinking of, but I looked at two components.  

One is studying the initial values, which are in the guide in the common evidence portion.  And in that case, many of those, and I'd say, you know, most of those, assumptions are not new.  They are ones that have been -- have included stakeholder input over many, many years.  So, you know, that is in that process already.     

In addition, we are in a generic hearing process right now, which is open to stakeholders and the public that provides input again.  So that said, a second point.
     And then thirdly, for future updates to that type of list, my understanding, at least, of what we're proposing is that, you know, any stakeholder, through a prescriptive process outlined by the Board or Board Staff, would have the ability to provide input to future updates to those assumptions.
     So there are many different areas where all stakeholders, including the company, would have input.     

MR. McCOMB:  Do you think that could successfully include free riders?  

MR. BROPHY:  I see that dealing with all the assumptions.     

MR. McCOMB:  Going back to number 8.  Well, I think that's already answered, in fact.     

Well, maybe you could just deal with one part of it, which deals with changes to factors such as building codes or external assumptions, and how that would be incorporated.     

MR. GREEN:  Just to further build on Mr. Brophy's comment.  We have talked in our evidence at Exhibit B, tab 2, schedule 1, page 48, which is...     

MS. GIRVAN:  You're going to have to speak up.  Sorry.     

MR. GREEN:  Okay.  Excuse me.     

That's filed in our evidence at Exhibit B, which is on tab 2, schedule 1, page 48, issue 1.5.  The process to amend the multi-year plan shall be established and managed by the Board, as spoken to by Mr. Brophy.
     Specifically, where you're talking about if it's proposed by Board Staff to manage the process of updating the input assumptions on a prospective basis, you're talking about amendments.  They'll only be allowed in circumstances where a party can demonstrate that undue harm will occur to customers or to the utility if the plan were to continue in its present state.     

MR. McCOMB:  So if -- some financial negative impact is occurring to keep going with those assumptions what is undue harm, I guess?     

MR. GREEN:  Well, I think that's open for discussion as to what the level or the merit of what we believe is undue harm, either to the customer that is going to be impacted or, certainly, to the utility.     

MR. McCOMB:  Okay.  Turning to question 11, and this has to do with incentives being paid on a timely basis, can you just confirm the time line that Enbridge is proposing, and possibly in reference to the one Union is proposing?     

MR. BROPHY:  You know, due to the time constraints we had, I think, a couple hundred questions to go through, and I can't really comment on Union's position or evidence because to tell you the truth I haven't had a chance to even read it.     

MR. McCOMB:  Sure.     

MR. BROPHY:  But I can definitely give you Enbridge's perspective on that.  And I'd point you to page 40 of the Enbridge evidence.
     It would be Exhibit B, tab 2, schedule 1, page 40. Gave a sample time line of potentially what the Board could look at to put a prescriptive approval and clearance to make sure that these get processed in a timely manner.  And I'll give you a bit more detail on what I thought some of the steps could be.  And I know that this will probably be discussed more in the hearing itself.
     But if you look at, you know, once year-end's done, there will be certain activities that will have to be undertaken to consolidate results, do some evaluation, cross-referencing of results, you know, undertaking the audit; there's quite a few significant tasks that have to be undertaken.  But I would see the company being able to get those done by October 1st, and be able to provide to the Board October 1st, the audit and backup material at that time.     

So that gives you the January-to-September time line for what the company needs to do for those steps I just mentioned.
     Having that submitted October, then -- and it says,  "Board/Shareholder," but I think it also means stakeholder.  I think it might have been kind of an oversight not to put that in.
     But once it's submitted to the Board, I see really a two-week period for comments to be provided.  And if there are no comments, then the Board would make a decision.  If there are comments that are provided, then the company would have, say, a two-week period following that to respond to those comments, and at the end of that, then you're into -- it would be November, now, November 1st.  The Board would then have almost two months to make a decision on that, provide that to the parties, and so that we can include that in rates starting January 1st.          

MR. McCOMB:  Okay.  Just because you mentioned you hadn't looked at it, I think Union's proposal was to have that done by June, or at least the audit done by June, the end of June, so that would be the difference between the two proposals.  But thanks for your answer.
     The next question is number 12.  This is just a little clarification on your evidence.  And the calculation of the benefit/cost ratio, as done there in your evidence, and in the manual that the joint submission put forward, it seems as if you're calculating the benefit/cost ratio on each dollar -- utility dollars spent or each TRC dollar spent.     

MR. BROPHY:  This is for the dollars spent by the utility in its budget.  So to get that ratio, I think it's just simple math.  By taking, you know, 4 -- I think the budget was around $13 million, in that ballpark, that the approximate benefits were in the range of 150.  When you do that math, it's a 12:1 ratio.     

MR. McCOMB:  That's fine.  That's great.  Thank you.
     Number 13, and I don't know if you've had a chance to peruse the table or you just want to do it orally, the question asked you to compare the proposed incentive to your net earnings before tax for each year 2003, 2004, and 2005, and then to also compare that as a percentage.  

Do you have those values -- if you have those values, you can provide them or you can read them into the record.     

MR. BROPHY:  I believe we'll have to give those to you either later today -- we'll try and get them for you later today.  I can't get them to you now.     

MR. SHEPHERD:  Can I just raise a procedural question? This may be the right time to do it.   It’s the first time Enbridge has been asked for a chart of values.  And I can tell you, from my point of view, if all these charts end up being read into the record, none of us are going to understand any of this stuff.  And I'd like them to undertake to provide the chart that you've provided -- you've asked for.     

Is everybody agreeable to that?     

MS. GIRVAN:  Yes.     

MR. BROPHY:  If it's, you know, just a few simple numbers, that seems pretty easy to get out of the way here.  But if it's a significant chart with numbers that you'll get lost, then I think we can provide a hard copy once we put them together?     

MR. SHEPHERD:  Okay.  So are we doing undertaking numbers for this stuff?     

MR. MILLAR:  Yes, we will be.  Is Enbridge willing to give an undertaking to provide this chart?     

MR. BROPHY:  Yes, we can.     

MR. MILLAR:  Okay.  So we'll call that -- undertakings will be “J” and “T” for Technical Conference, so JT1.1.

UNDERTAKING NO. JT1.1:  BOARD STAFF QUESTION 13:  TO PROVIDE CHART SHOWING COMPARISON OF PROPOSED INCENTIVE TO NET EARNINGS

MS. GIRVAN:  My suggestion would be to separate the number also by intervenor, because then people have already submitted questions, so...

     MR. MILLAR:  What would you like us to call them, Julie?

     MS. GIRVAN:  I don't know.  Give each and every intervenor a number.

     MR. SHEPHERD:  But if the description of the undertaking references the question being asked, maybe that will suffice.

     MR. DINGWALL:  Unfortunately, Julie, they have this standard undertaking system.

     MR. MILLAR:  That's right.

     MR. POCH:  So let's just have the undertakings recorded as Board Staff, question, blah, blah, blah.

     MR. MILLAR:  Yeah, hopefully that will be clear enough.

     So we'll stay with JT1.1.

     MR. BELL:  We'll call it a comparison of proposed

incentive to net earnings.


MR. SHEPHERD:  Board Staff question 13.

     MR. McCOMB:  Moving on, then, now, going down question

15, and this is on the joint submission, if you could specify the situations where you would seek guidance from stakeholders and partners.  So what would the role of the stakeholder be in the DSM plan?

     MR. BROPHY:  Enbridge would look to consolidate the stakeholders', industry partners, and/or customers for various areas to identify barriers to DSM opportunities, to identify new DSM opportunities, things, perhaps, that we hadn't looked at yet.  

For example, at the last consultative meeting, we took, I think, about an hour to talk about, you know, how do we get at more opportunities.  And we started to jot down some ideas we might use in the future, to consult those to try and crack some of those hard-to-get areas, to look at DSM market potential, and also even for things like program design we'd be consulting with some of those stakeholders as well. 

     MR. McCOMB:  Thank you.  The next one is number 16.  And if you could identify the specific types of research that could be done jointly to avoid duplication between Enbridge and Union Gas.

     MR. BROPHY:  When we -- I know this isn't a proceeding about our DSM plan right now.  It's about framework.  So I can't talk specifically about what research we'll be doing, say, in our multi-year plans, because obviously they haven't been put together yet.  But from a generic sense, you know, we look at each opportunity as it comes up as a potential to work with other partners, including Union, and each would have to be determined on a case-by-case basis.  So I don't think there's any specific criteria.  But what I can say is this framework is very integrated and very important, all the pieces.

     So, under the company's proposal, you look at the SSN, which shares net TRC.  That automatically incents the company to do things in the most efficient manner possible. 

So, if we can do a study jointly with Union, and it costs a thousand dollars, instead of going and doing it ourselves for $2,000, we are better off.

     So it's an automatic, inherent benefit to try and get efficiencies where possible.  That's not always going to be the case that we can do things jointly, but it certainly is an incentive for us to try.

     MR. McCOMB:  Sure.  That incentive has always been there, and the research hasn’t always been done together; right?

     MR. BROPHY:  It hasn't been there in the past, because under the old pivot point mechanism, there's no incentive to do things jointly.  Under the new SSM incentive, there is.

     MR. RYCKMAN:  But in the past there have also been occasions where we have discussed with Union opportunities for joint research, and there have been instances where we have undertaken that.  So it is something that we're aware of, and we look to try to leverage other opportunities.

     I would say that you could even extend that out past

Enbridge and Union into -- there may be other organizations, whether it's the OPA or NRCan that might be undertaking research, and it could be beneficial to try and work together on those things as well.

     MR. McCOMB:  I guess specifically with this question

I'm trying to look to things like could a market potential study always be done jointly?  Or a technology study?  Technology is not that variant across the province.  It seems like in a framework context you could identify that those types of studies should be done together.

     MS. CLINESMITH:  If I could jump in here.  There's another question at the moment - I forget which intervenor asked it - but that asks a similar question.  And our concern is in terms of why we couldn’t always do research together is that we have different customer bases.  And in terms of a market potential study, Union would be interested in some very different market and customer characteristics than Enbridge would in the industrial sector, primarily, but also in the residential sector.

     And it just doesn't make sense.  The two different utilities will be interested in different questions from time to time, so to mandate joint research all the time doesn't make sense in that context.

     MR. McCOMB:  Okay.  Thank you.  Next question is number 19.  And it is:  

“What is the process for selecting the DSM auditor that verifies the DSM results?”

     MR. BROPHY:  In selecting the independent auditor, generally we would look at the qualifications, their past experience, the cost estimate of the work that they're trying to -- that they're proposing to do, and also their ability to meet time lines, which is actually becoming even more important, as we all know.

     And, in addition, the company in the past, even though it's been voluntary, has chosen to include feedback from other stakeholders in that process.  So there may be some other considerations that we'd include as well.

     MR. McCOMB:  And then the next one, number 20, deals with what benefit, I guess, and what role would stakeholders have in selecting and managing the process of the auditor?  

     MR. BROPHY:  So what's the value of the stakeholder benefit?

     MR. McCOMB:  I suppose maybe what role would stakeholders have and what value does that provide.

     MR. BROPHY:  I'd start by saying the company has always been responsible for bringing the audit forward to the Board for clearance of the accounts for the company's programs, and the company has often included stakeholders in that procedure.  

I think the value, and one of the reasons why we do it, is when we get to the end of the process and we're submitting it - and it usually was done as part of a rate case, that, you know, if we can have stakeholders understand those issues a little bit better - that it will decrease the amount of time at the end of the process to get through it.

     That was the theory.  It hasn't always worked.  But at least that's one of the benefits that we would look for in having stakeholders involved.

     MR. McCOMB:  Thanks.  And I think we're at our last question, and it has to do with fuel switching.

     In your evidence you state that in some situations you would pursue fuel switching off of natural gas where it aligns with your objectives.

     Could you tell us where that might occur?

     MR. RYCKMAN:  When we look at fuel switching, I think the philosophy is the same whether you're looking at to or from -- fuel switching to or from natural gas.  And the thought is that it can be part of a more holistic view of the energy needs within the province.  And it could be advantageous in situations where a greater efficiency can be obtained and customer and company needs can be met.  

But I don't have any specific examples that I could provide in terms of fuel switching away from natural gas.

     MR. McCOMB:  Okay.  I think that's all of our questions.  Thank you.

     MR. BROPHY:  So is it Schools next?

     MR. SHEPHERD:  Yes.


CROSS-EXAMINATION BY MR. SHEPHERD:

     MR. BROPHY:  I just want to get your questions, see if I can find them in the pile here.

     MR. SHEPHERD:  Some of them may be long, so it's easier if you have the written version in front of you.

So I'm starting at 0.1:

“Please provide a chart showing actual throughput of residential, commercial, and industrial for each of the years 1995 through 2005, and what EGD believes those figures would have been if not for the DSM programs of EGD.”

     Do you want to undertake that?

     MR. BROPHY:  I think we'll have to do that.       

MR. SHEPHERD:  JT1.2?

     MR. MILLAR:  JT1.2.

UNDERTAKING NO. JT1.2:  SCHOOL ENERGY COALITION
QUESTION 0.1:  TO provide a chart showing actual
throughput for residential, commercial, anD
industrial, for each of the years 1995 through 2005,
and what EGD believes those figures would have been if
not for the DSM programs of EGD

     MR. SHEPHERD:  0.2:

“Please advise the names of the individuals who authored the study ‘DSM Best Practice’ and provide their CVs.”

     Can you provide those today?

     MR. BROPHY:  That's a study we put in our evidence, but that's not an Enbridge study.  So let me just flip to it, and I can tell you who the authors were.  

     MR. RYCKMAN:  In terms of the CVs, perhaps while 

Mr. Brophy's looking for that, in terms of the CVs for 

0.3, 0.4, what we'll do is we'll undertake to request those

CVs and supply them.

     MR. SHEPHERD:  Well, you filed this evidence.  You have to tell us who wrote the stuff, and you have to provide background information on who wrote this stuff; right?  That's your obligation.  You couldn't file it as evidence otherwise; right?

     MR. BROPHY:  I'm not sure that that's the case.  I remember even in our '06 rate case, Mr. Warren entered into evidence something from the Financial Times or some newspaper as evidence.  I don't remember it being a rule that we have to start providing CVs for every author of articles from newspapers.  But we did introduce the evidence.  And it indicates that it was prepared for the Canadian Gas Association by Edeco Strategic Consulting Inc., and B. Vernon & Associates Inc.

     MR. SHEPHERD:  No, I read that already, Mr. Brophy.  My question is:  Who are the individuals who authored it?  We need to know how authoritative it is, and in order to do that we need to be able to see who wrote it.  The company names don't help us. 

MR. BROPHY:  As Mr. Ryckman said, we'll undertake to contact them and --

     MR. SHEPHERD:  Should we have one undertaking for all of those three questions?

     MR. BELL:  It will be undertaking 1-3.  JT.

UNDERTAKING NO. JT1.3:  TO PROVIDE NAMES/CVs OF THE AUTHORS OF DOCUMENTS IN SCHOOL ENERGY COALITION’S QUESTIONS 0.2, 0.3 AND 0.4
     MR. SHEPHERD:  And just for the record, I'm going to

read in those other two questions.

      
“Please advise the names of the individuals who 

authored the study ‘DSM incentive mechanisms’ and provide their CVs.”

      And then: 

“Please provide an up-to-date CV for John Toth.”  

So Undertaking JT1.3 will cover our questions 0.2, 0.3 and 0.4.

     MR. POCH:  Just as a point of procedure, can I interject to ask which of these witnesses Enbridge proposes to have attend as witnesses?

     MR. O'LEARY:  I don't think we've made a decision on exactly everyone, with the exception of John Toth, so some of the material may be filed as supportive without the intent to call a witness for viva voce evidence.

     MR. SHEPHERD:  Do I understand you to say that Mr. Toth will be a witness?

     MR. O'LEARY:  It's likely.  Yes.

     MR. SHEPHERD:  Question 0.5.  

“Please confirm that EGD agrees with all of the answers of Union Gas contained on pages 31 to 52 of their evidence.  If EGD does not agree

with any of the answers, please identify those disagreements and explain the reasons for that disagreement.”

      Now, I understand you to say, Mr. Brophy, that you haven't had a chance to read the Union Gas evidence in detail?

     MR. BROPHY:  I didn't come prepared to address Union Gas's evidence, only Enbridge's evidence.

     MR. SHEPHERD:  Then I wonder if you could undertake to do a concordance to let us know where the two -- in your view, the two utilities are taking the same position, and where you differ, and why.

     MR. O'LEARY:  If I can respond to that.  In looking at the question as drafted, as I understand you're now asking for an undertaking, we see the role of the witnesses here today to respond to questions relating to its pre-filed evidence, including its answers to what is at that time the draft issues list.

     This panel is not prepared today, and it's my view that it's not their role, to start making comments about the answers given by another utility for reasons which are known only to that other utility.  You're at liberty, Mr. Shepherd, to compare the two filings, and if you think there is something that is different, to ask questions of each utility on a specific basis.

     But it's our view that it's not the role, and it's not relevant.

     MR. SHEPHERD:  What I'm trying to do here, Mr. O'Leary, is, obviously the Board needs to have a clear picture of what's being proposed, either jointly by the utilities or individually by the two, as different positions.

     I'm just trying to make sure that the Board gets that clear picture in one place.

     If you would prefer for me to go through each of the questions of -- that Union Gas has answered and ask the witnesses whether they agree with the answer, I can do that.  But that seems to be a waste of the time today.

     MR. O'LEARY:  The position of the company, Enbridge Gas Distribution, is putting forward, is very clear.  And you had the ability to put forward questions which are to be considered today.  But there's no need for Enbridge Gas Distribution to go and look at the evidence of Union Gas and to advise you of what its thoughts are in respect of Union Gas's filing.

     We're looking for approvals, in this generic framework proceeding, in respect of what Enbridge Gas Distribution is suggesting is appropriate for it.

     MR. SHEPHERD:  I take it, then, that's a refusal to answer the question?

     MR. O'LEARY:  Yes.  

     MR. SHEPHERD:  Okay.

     The next question is question 1.1: 

“Please provide a chart showing the DSM budget for EGD that was approved for each of the years 1995 to 2006 inclusive.  For each year also indicate the amount actually spent and the figure that represents 3 percent of delivery revenue” – I think is the correct number – “as set forth in the Union Gas proposal.”

     Do you have that data here?

     MR. BROPHY:  I can undertake to provide that.  It will be a table, I'm assuming.

     MR. SHEPHERD:  Okay.  So that's JT1.4, Mr. Millar?

     MR. MILLAR:  Correct.

UNDERTAKING NO. JT1.4:  TO PROVIDE DATA IN ANSWER TO

SCHOOL ENERGY COALITION QUESTION 1.1

     MR. SHEPHERD:  And that would be question 1.1.

     And just as a follow-up to that, Mr. Brophy, and maybe I'll have to ask this of Union tomorrow, but you could help me if -- help maybe all of us by answering it today, if you know the answer.

     Union's proposal is 3 percent of delivery revenue, which appears to be a substantially different number than distribution revenue.

     Can you tell us what the difference between the two is?  Do you know?

     MR. BROPHY:  I'm not sure what they define it as in their evidence.

     MR. SHEPHERD:  Okay.  I'll ask them tomorrow.  I just thought I'd clear it up.

     Question 1.2:  

“Please provide the numerical data for your figure 1 on page 4.”  

And do you have that?  

     MR. BROPHY:  Okay.  We can provide that background.

     MR. SHEPHERD:  So that's Undertaking JT1.5.

UNDERTAKING NO. JT1.5:  TO PROVIDE AN ANSWER TO SCHOOL

ENERGY COALITION QUESTION 1.2

     MR. SHEPHERD:  And that's question 1.2.

     Now, just as a follow-up to that, can you advise whether the TRC figures on that chart are net TRC or first-year TRC, or something else?

     MR. BROPHY:  That would be the net TRC that we're all familiar with.

     MR. SHEPHERD:  The net present value number.

     MR. BROPHY:  That's correct.

     MR. SHEPHERD:  That you use in the SSM calculations?

     MR. BROPHY:  That's correct.

     MR. SHEPHERD:  Okay.  Question 1.3:  

“Does EGD agree that it would have more flexibility if its budget were set for the full period of your plan and you had the freedom to move funds back and forth between years with the DSMVA adjusting only at the end to have plan?” 

Do you agree that that provides more flexibility?

     MR. BROPHY:  I don't think that that would give us flexibility, the type of flexibility that we want.  And in particular, the problem that that would create is this huge lag in clearing accounts that I understand the Board has tried to get away from.

     MR. SHEPHERD:  For example -- and I guess the lag you're concerned with is primarily your SSM lag; right?

     MR. BROPHY:  Well, it would be, you know, any of the variance accounts, so we try to clear those annually.  You save those up, whether it's a three-year plan or five-year plan, whatever the length is.  And then there's this cumulative large variance at the end of three or five years.  It's quite a -- could be a pretty significant number.

     MR. SHEPHERD:  Question 1.4: 

“Does EGD agree that the best time period for a multi-year plan would be the same time period as the period of any PBR regime” 

That is, for example, if EGD were to have cost-of-service rates in 2007, followed by three years of PBR formula rates, ending in 2010, would EGD agree that the optimum time period for a multi-year DSM plan would be 2007 to 2010?

     MR. RYCKMAN:  As Mr. Brophy said before, our proposal is that the term would be not less than three years but would align with a multi-year plan.

     It can't be assessed -- the DSM plan can't be assessed in isolation of whatever that PBR framework was, so I can't say with any certainty how DSM will dovetail with any incentive regulation period or plan.  It would have to be assessed.  But our feeling is that the initial plan would be approximately three years and then subsequent plans could be up to five years.

     MR. SHEPHERD:  Okay.  So I'm still confused, because I thought you just quoted Mr. Brophy as saying that if you could match it to the PBR plan that would be best.  Is that what you just said, or am I wrong?  I’m just trying to understand what you mean. 

     MR. RYCKMAN:  That's our general -- that's it, but once again, we'd have to understand the structure of the incentive regulation plan.

     MR. SHEPHERD:  Question 1.5:  

“Please describe the process that you propose for a multi-year plan to be considered by the Board.”

What I'm looking for is the specific activities and time lines, much like you mentioned, Mr. Brophy, earlier, your comment periods, et cetera.  On the assumption that your plan is submitted on or after September 1st and new rates have to be in place by January 1st, what process do you propose for specific time lines?

     MR. BROPHY:  There was some discussion around this recently when we had a consultative meeting, and I don't remember who it was that brought it up right now, but we're not aware, as an outcome –- we know the framework hearing is occurring now.  It will set the rules so that it will streamline multi-year plan submissions and approvals going forward.

     But I'm not aware at this time what process the

Board will ask us to undertake, and the time lines, and that type of thing.

     So I really can't answer that without the output of this process.  I'm in the same boat as you are, I think.

     MR. SHEPHERD:  Okay, so then let me just understand clearly.  You're proposing -- and maybe I misunderstood your evidence.  Are you proposing that this year you will file around September 1st your plan, and that you will have it approved in time for January 1st rates?  Are you proposing that?

     MR. BROPHY:  I don't think that that is something we can say this year, not knowing when we’ll have the output of this generic proceeding.  So, you know, for this year, you know, it's in the Board's hands, the time line.

     MR. SHEPHERD:  Thank you.

     Question 2.1.  And this may also be an undertaking, 

Mr. Brophy:  

“Please provide a list of current programs and the anticipated TRC threshold that will be achieved for each.  Further, please provide the overall projected TRC threshold for each of residential, commercial, and industrial, and the projected TRC threshold,” or average, I guess, “for the entire current portfolio.”

     MR. O'LEARY:  Mr. Shepherd, we had a problem with this question as well.  We thought that in this proceeding, which is a framework proceeding, that it was asking for information in respect of detailed programs, and so we have problems understanding how this question fits into the scope of this proceeding.

     But if somehow you believe that the question refers to information that is relevant, we refer you to the Enbridge 2006 rate case filing, where there was information about the detailed programs and their expectations for 2006, and presumably that would be sufficient.

     MR. SHEPHERD:  Yes, and then we'd ask you to file that information in this proceeding.  Mr. O'Leary, the reason why this is relevant is because the question has assumed that a threshold of 1.0 is an appropriate one.  And if the evidence is that your current programs are all at 3.0 or 4.5 or 7, then it's possible to argue that 1.0 is too low in the current circumstance.

     MR. O'LEARY:  I understand.

     MR. SHEPHERD:  But that's only relevant if you have the data before you.

     MR. O'LEARY:  Well, if you believe that there's something in the 2006 filing which is appropriate, you have the right to file it as part of your submissions, and if we think your filing is inappropriate, we'll object to it.  But, you know, the time to file that material in support of your case is when you file your evidence.

     MR. SHEPHERD:  So then this is another refusal?  You're refusing to provide information on your own programs?

     MR. O'LEARY:  No.  We're saying that to provide information that is existing in the 2006 rates case filing, we're not going to try and guess as to what it is that you want there.  Either something that you think is appropriate and you have copies of that documentation, file that portion which you say is appropriate as part of your case.

     MR. SHEPHERD:  Okay.  So on the record, then, I'm understanding that you're refusing, because this information is already on the record in the 2006 rate case; is that correct?

     MR. O'LEARY:  As we understand your question, yes.

     MR. SHEPHERD:  Okay.  Thank you.   

     Question 2.2:  

“Does EGD have any internal guidelines to screen DSM programs on the basis of a TRC threshold of greater than or less than 1.0?  If so, please provide copies of all documentation relating to those internal guidelines.”

     MR. BROPHY:  We don't.

     MR. SHEPHERD:  Question 2.3:  

“Please describe in detail how EGD intends to use the results of the RIM test in screening of individual measures or programs or portfolio.”

     MR. RYCKMAN:  Yes, EGD plans to use the RIM test to offer additional insight into the program cost- effectiveness, not as a hurdle that programs must pass. 

In the early years of DSM and Enbridge, the company published a number of cost-effectiveness tests in the DSM plan, and this included the societal cost tests back a few years ago.  And it's examining the impacts of programs from different perspectives.  So it's not meant to be a pass or fail, but to provide additional perspective to the overall DSM portfolio.

     MR. SHEPHERD:  So you won't use that as a screen for either programs, measures, or portfolio?

     MR. RYCKMAN:  Once again, it's not intended to be a hurdle.  It could be used as we're developing the plan to look at where the different programs fall, if we have prioritizing efforts.  But once again, it's not meant to be kind of a binary decision in or out.

     MR. SHEPHERD:  Is it your intention to file the results of this analysis with the Board at the appropriate time?

     MR. RYCKMAN:  Yes, it could be filed as part of our plan.

     MR. SHEPHERD:  Thank you.  

Question 3.1.  And this relates to assumption of inputs.

“What actions, if any, should a utility take in its programs or their implementation during a plan period to react to new information about assumptions and inputs?  For example, to what extent, if any, should a utility adjust a program if new information reveals that the free-rider rate is significantly higher,” or lower for that matter, “than originally expected?”

     MR. BROPHY:  One of the principal outcomes of this framework proceeding, as I understand it, is to make the process more efficient and streamlined and locking those -- that assumption in over the length of the multi-year plan is required in order to do that.

     So, you know, the company doesn't endorse changing those values over the life of a plan that would be approved by the Board.

     MR. SHEPHERD:  I'm sorry.  That wasn't the question, though, Mr. Brophy.

     What I'm asking is the operational question.  If you have a program that assumes a 10 percent free-ridership rate, and you find six months into it that, in fact, 90 percent of the people in the program are free riders, you see that from your own dealings with the marketplace, what actions should you take operationally to either change that program or change how you're implementing it?

     MR. BROPHY:  I know the example you gave.  It's a theoretical case that I don't believe will ever happen.  But in a generic response that would cover kind of the whole basket of items that you could come up with, theoretically, the company proposes that that gets locked in for the length of the plan.  So you would not change those.  

     MS. SQUIRES:  If I could add to that.  I agree with what Mr. Brophy has said.  I think operationally, if we saw that type of extreme situation happening, we would, as we have historically done, make mid-course corrections or adjustments to a program, or, in the extreme, stop a program mid-course, if it was that type of example that you've provided.  Because we are not interested in delivering programs that are not producing something close to the benefits that we want to produce through our programs.

     So that --

     MR. SHEPHERD:  Okay, so I'm a little concerned here.  Sorry to cut you off, Ms. Squires.  I'm sorry, because your answer and Mr. Brophy's answer are different.  So I wonder if I could have one answer from both of you that's consistent.

     MR. BROPHY:  Our evidence is that we'd like those values locked in for the length of the plan. 

     MR. SHEPHERD:  And does that mean that operationally you would take no action if the reality is different from the lock-in value?

     MR. BROPHY:  Again, I can't sit here today and look at every theoretical possibility.  Ms. Squires indicated if something came out that the company looked at and felt that it just wasn't proper, then, you know, any stakeholder has the ability, even though the Board's made a decision, to go and lobby the Board to make a mid-course change to that, as we've seen happen in other cases.  I don't expect that to be common, though.

     MR. SHEPHERD:  Question 3.2.  You've raised the concept of undue harm, and you mentioned it again this morning.  So I'd ask you this:  

“Could a major increase or decrease in avoided

costs during a plan be a sufficient foundation on which to base undue harm for the purpose of re-opening a plan before the end; and, if so, what level of change in avoided costs would come within that category?”

     MR. BROPHY:  The company has not set out a prescriptive threshold to define whether it passes or fails an undue harm limit.  But, similar to my last answer, if a plan is locked in, or assumptions in a plan are locked in, and any stakeholder, which I guess would include the company, believes that there's something that is so significant that they would like to go and ask the Board mid-term to reconsider its decision and make that change, then, as we've known in other circumstances, that, you know, parties have tried to do that, and the Board would have to decide whether it's important enough to go back and reassess that.

So I think that's the fundamental behind that term. 

It's really up to the Board to decide when they would reopen that, and I don't think we're in a position to make that judgment on behalf of the Board.

     MR. SHEPHERD:  So that deals with the second part of the question.

     The first part of the question, though, was about the concept that you've introduced, the undue harm concept.  And I'm asking whether that concept includes changes to avoided costs during the plan.

     MR. BROPHY:  It could include any potential item that, you know, a party would want to bring forward to the Board.

     MR. SHEPHERD:  Thank you.

     Question 3.3:  

“Please confirm that as a result of the

decision of the Board with respect to the issues list in this proceeding, you and Union are no longer requesting approval for ‘assumptions for prescriptive measures and free-ridership rates for all rates as documented in the DSM Handbook.’"  

Will you confirm that?

     MR. RYCKMAN:  Enbridge is requesting approval of a common TRC guide that includes those assumptions.

     MR. SHEPHERD:  But there’s a decision on the issues list that says it’s not an issue.

     MR. RYCKMAN:  Well, there is an issue under 3.2. 

Should there be a common guide to specify what input assumptions should be used by utilities?  And as far as I am aware, that's still on the issues list.

     MR. POCH:  Let me interject.  That's on the issues list.  I specifically put to the Board that the words "as stated" would not be sufficient to include the specifics, that is, approval of the content, just the notion or the idea of a Board-approved code, and the companies at the time on Issues Day clarified that they did wish to go the further step but the Board did not change the wording to allow that.

I, indeed, have inquired of Board Staff to confirm that my interpretation of that is correct.  And obviously this is important in terms of our -- we did not ask interrogatories on these matters in any detail because we interpreted it that way.  And obviously it's important for us to know to address in our evidence, and so on.  

So I think we're going to have to seek some kind of clarification here.  I don't think -- I mean, it's in everyone's interest that we have clarification.

     MR. BROPHY:  Just to help clarify, you know, the company's understanding of the issue that was on the issues list and approved by the Board, and kept on the issues list, included that.  And the company did not put forward an additional question about assumptions on Issues Day, because we believe that it's included within what was approved.

     MS. GIRVAN:  I didn't hear what Norm said initially. 

You're seeking approval of the input assumptions contained in that?

     MR. SHEPHERD:  Specific numbers.

     MR. BROPHY:  The entire guide.

     MR. SHEPHERD: Well, I'm glad I asked that question, certainly.

     MR. BROPHY:  Yes.  And I believe there are questions from CCC on those assumptions specifically.  So some intervenors are asking questions on those.

     MS. GIRVAN:  No, GEC.

     MR. BROPHY:  Or GEC, perhaps.  It's somewhere buried in there.

     MR. SHEPHERD:  Question 3.4:  

“Please confirm that you and Union are proposing approval of changes to the DSM Handbook by Board Staff rather than through a hearing or other public process.”

     MR. RYCKMAN:  Enbridge is proposing that changes would be undertaken in the manner prescribed by the Board.  So it would be done by the Board, in the manner that they prescribed.

     MR. SHEPHERD:  So you're not proposing any specific way that the Board would do it.  You're just saying, Board, you do it whatever way you would like.

     MR. BROPHY:  Well, I think the framework I've outlined in two circumstances already this morning, you know, could be applied to that as well, where there's prescriptive time lines for people to, you know, object.  And so you could use that process.

     But, as Mr. Ryckman indicated, it will be up to the Board and Board Staff.

     MR. SHEPHERD:  There's a reference here.  I just want to sort of nail this down because it was a source of confusion for a number of people.

     You say on page 34 of your evidence:

          "It is proposed that Board Staff manage the

          process for updating the DSM Handbook."

I take it what you're saying is that that is not a proposal that the Board doesn't make the decision, it's simply that Board Staff have an administrative role; is that correct?

     MR. BROPHY:  That's my understanding.

     MR. SHEPHERD:  Thank you.

     Question 4.1.  And this is to do with LRAM. 

“Please provide the rationale behind reimbursing the utility for lost revenues if evidence at the time shows that the lost revenue figure is not, in fact, correct, that is, it's higher or lower than that calculated using the fixed input assumptions, rather than adjusting the reimbursement to be a reimbursement of actual revenues lost.”

     MR. O'LEARY:  Just so we're clear on the record, Mr. Shepherd, you did not read that question as written, and given to the company.

     MR. SHEPHERD:  I didn't intend to change the intent.

     MR. O'LEARY:  Right.  Well, then, as long as it's understood that the answer is to the written question.

     MR. SHEPHERD:  Would you like me to read it again?  I'm happy to.

     MR. O'LEARY:  I don't think it's necessary.

     MR. SHEPHERD:  Okay.  Go ahead.

     MR. BROPHY:  For LRAM, similar to some of the other concepts that we talked about earlier today, the company is proposing to fix the assumptions at the beginning of the plan based on the best available information.

     And that's essential to ensure administrative efficiency.  The company does come forward to the Board to clear those accounts, and those items will have to be touched at that time.

     MR. SHEPHERD:  I'm confused, then.  I thought you wanted to fix the input assumptions.

     Does this mean that if there are circumstances in which the reimbursement would clearly be an incorrect amount, that it's appropriate to review that at the time of clearance?

     MR. BROPHY:  I believe setting out the rules in advance, based on the information available, is the procedure that should be undertaken, and that's what's proposed in the company's evidence.

     That's consistent what the Board-approved rules are for Enbridge and consistent with what we have been doing.

     MR. SHEPHERD:  Question 5.1:  

“Can you please provide the numerical data behind table 3 on page 11?”  

Is that an undertaking?

     MR. BROPHY:  Yes, we can undertake to provide that.     
MR. BELL:  That will be JT1.6.

UNDERTAKING NO. JT1.6:  SCHOOL ENERGY COALITION

QUESTION 5.1:  TO PROVIDE THE NUMERICAL DATA BEHIND

TABLE 3 ON PAGE 11

     MR. SHEPHERD:  Question 5.2.  The first part of it is:

“Can you confirm that your SSM proposal would result in an SSM of $21.25 million if you delivered $250 million of net TRC?”

     MR. BROPHY:  If we delivered 250 million of net TRC, then that number would be correct.

     MR. SHEPHERD:  

“Can you please provide a chart that shows EGD's actual, or, in the case of 2005 and 2006, target net TRC for each year from 1995 through 2006, and for each year the amount spent on DSM,”  and in 2006 that means the budget “and the SSM that would have resulted on the basis of the formula you're currently proposing for SSM.”  

Can you provide that chart?

     MR. BROPHY:  We can undertake to provide that.

     MR. BELL:  That would be Undertaking JT1.7.

UNDERTAKING NO. JT1.7:  SCHOOL ENERGY COALITION

QUESTION 5.2:  TO PROVIDE CHART THAT SHOWS EGD'S ACTUAL, OR, IN THE CASE OF 2005 AND 2006, TARGET NET TRC FOR EACH YEAR FROM 1995 THROUGH 2006, AND FOR EACH YEAR THE AMOUNT SPENT ON DSM AND THE SSM THAT WOULD HAVE RESULTED ON THE BASIS OF THE FORMULA EGD IS CURRENTLY PROPOSING FOR SSM

     MR. SHEPHERD:  Question 5.3:  

“Please provide the numerical data behind table 5 on page 14.”

     MR. BROPHY:  We can undertake to provide that.

     MR. BELL:  That would be Undertaking JT1.8.

UNDERTAKING NO. JT1.8:  SCHOOL ENERGY COALITION

QUESTION 5.3: TO PROVIDE NUMERICAL DATA BEHIND TABLE 5 ON PAGE 14

     MR. SHEPHERD:  Question 5.4: 

“Please confirm that EGD establishes internal targets to form the basis of incentive compensation for employees.”

     I'll stop there.  That's the first part.  Is that correct?

     MR. RYCKMAN:  In the past DSM has utilized threshold to form the basis of incentive compensation.  That's in addition to the annual salaries.

     MR. SHEPHERD:  I wasn't actually asking just about the

DSM group.  But in general, in EGD, incentive compensation is based on targets; right?

     MR. RYCKMAN:  There are thresholds that are established.

     MR. SHEPHERD:  So you've raised the question of how difficult it is to establish targets for DSM.  And I would ask you, then, to describe the process used by EGD to established incentive compensation targets and the method used by EGD to ensure that those targets are as fair and precise as possible.

     MR. RYCKMAN:  Yeah, the thresholds are based initially on the detailed grassroots budget, and then that's subjected to a regulatory review and the decisions that fall out of that regulatory process.  And then the final thresholds are aligned accordingly.

     So that's the process of how those thresholds have been established.

     MR. SHEPHERD:  This is for internal incentive compensation?

     MR. RYCKMAN:  As it relates to DSM, yes.

     MR. SHEPHERD:  I'm not asking about DSMs.  I'm asking about EGD's incentive compensation policies and procedures. 

We all have incentive compensation.

     MR. O'LEARY:  Are you limiting the question to as it relates to the DSM?

     MR. SHEPHERD:  No, I'm asking about how EGD establishes incentive compensation targets internally.  All of these witnesses are involved in that process for their own targets.  I'm asking them to tell us how it's done.

     MR. O'LEARY:  And I think he responded to your answer in respect of how it's done in respect of the DSM, those employees that are involved with DSM.

     MR. SHEPHERD:  That's fine.

     MR. O'LEARY:  And I've suggested that that's what this matter is about.

     MR. SHEPHERD:  Okay.

     Question 5.5.  And this is a calculation, and I'm going to read them several items, and I'm going to read this into the record and then I'm sure you've had chance to look at this and assess the nature of the calculation.

     Please put out a calculation as follows.

     MR. O'LEARY:  Mr. Shepherd, if it saves time, I'm going to indicate that the company is objecting to this whole series of questions, 5.5.  And if you feel it's necessary to read it into the record, fine, but otherwise, you know, we're happy to have the question marked as an exhibit so it saves time.

     But our concerns are as follows.  First, it asks for information through to a period include 2009 which the company's unavailable to provide any information in respect to 2009.  It simply hasn't sat down and had any opportunity to develop any sort of a plan for 2009.  That's number 1.  So we can't respond to the question as asked.

And secondly, it's hypothetical.  And if you want to develop an argument, you certainly have the ability to go back and rely upon any of the past filings by the company to develop whatever argument you think is appropriate and would be helpful to the panel.

     And you should understand that in this proceeding, as I'm sure all parties will admit, the time lines are extremely tight.  The company's had two days to respond to hundreds of questions.  And to then require it to go back and spend a substantial amount of time responding to hypothetical questions, which involves, in this case, you'll admit, a massive amount of work, is simply too much and something that the company's not able to do.

     So, for those reasons, we don't believe it's appropriate, and the company can't, respond to these questions.

     MR. SHEPHERD:  This information is not all in the record in past rate cases.  That's the reason why we asked you to do the calculation, because we don't have the data.

     But I guess I would -- I understand what you're saying, it's a lot of work.  And I would ask you then two follow-up questions.

     First, is this a calculation - that is, the assumption the DSM is rate-based instead of expensed, which is what this really is - is this a calculation that you have at any time in the past, Enbridge has in the past, done?

     MR. BROPHY:  I'm not aware of it, no.

     MR. SHEPHERD:  Ms. Squires, were you involved in it?

     MS. SQUIRES:  Not to my recollection, no.

     MR. SHEPHERD:  No?  And secondly, is there an approximation you could do of this sort of calculation that is simpler but that would allow the Board to get a sense of the amount of rate base that would arise each year if you rate-based DSM?  Is that something you could estimate in a more simple way?

     MR. O'LEARY:  As long as we understand that your question, Mr. Shepherd, relates to an estimation that's reliable and not simply a guess.  And we haven't talked about that question, so I don't know, but I would certainly be concerned that any attempt that's made to respond to this question might not have any credibility because it's simply a guess.

     MR. SHEPHERD:  Well, then, I wonder if you could – if the witnesses could undertake to see, to assess, whether they can give an estimate they would be comfortable with of the impact of rate-basing DSM over the last ten years?

     MR. O'LEARY:  We'll agree to get back to you on that.

     MR. BELL:  I think that would be Undertaking JT1.9.


UNDERTAKING NO. JT1.9:  SCHOOL ENERGY COALITION QUESTION 5.5:  TO PROVIDE AN ESTIMATE OF THE IMPACT RATE-BASING DSM HAS HAD ON EGD OVER THE LAST TEN YEARS 

     MS. SQUIRES:  And just to clarify what that undertaking is, it's to provide an answer as to, yes or no, we can or can't provide a credible estimation?

     MR. SHEPHERD:  That's correct.

     Question 5.6:  

“Please advise whether EGD intends the phrase on page 32 ‘Optimize TRC benefits’ to mean ‘maximize cost-effective TRC benefits.’  If the meaning is not intended to be that, can you tell us what you do mean by ‘optimize TRC benefits’?”

     MR. RYCKMAN:  Yes, "optimize" isn't meant to be maximize.  They're not interchangeable in that context.  And the difference between the two is, when we look at optimizing, we're considering other competing forces that should be considered when looking at a DSM portfolio.

     So, for instance, if you were to optimize/maximize the portfolio, it might cause you to focus on one technology at the expense of all the other customers, and when we talk about "optimizing," it's different factors.

     MR. SHEPHERD:  So it's maximizing but within the constraints of balance across your portfolio; is that fair?

     MR. RYCKMAN:  Balancing a number of competing forces.  I mean, it could be customer types, could be resources, contractor capabilities.  There's all kinds of things that go into that when you're looking at a DSM portfolio.

     MR. SHEPHERD:  Thank you.

     Question 5.7:  

“Does Enbridge agree that basing incentives on assumptions known to be incorrect will have a tendency to undermine the public's confidence in the DSM activities of the utility and/or the Board's supervision of utility DSM?”

     MR. BROPHY:  What I would suggest is that Enbridge is not proposing to base incentives on incorrect assumptions.  We're planning on locking those in using best available information up front.

     So I don't believe we would be coming forward at that point with knowing -- knowing that things are incorrect, and proposing, knowing the incorrect assumptions.

     MR. SHEPHERD:  No, I'm asking you -- I understand that, Mr. Brophy.  I'm asking a different question, though.

     The question is:  At the time you come in and ask for an incentive, it may be that there's better information that shows that the input assumptions were incorrect.  That's the reason why you fixed them, right, so that there's better information; it's ignored.  So the question is, if that's the case, does that undermine credibility, either in what you're doing or the Board's supervision of what you're doing?

     MR. BROPHY:  I don't believe so.

     MR. SHEPHERD:  Now, question 5.8:  

“If it is appropriate for the shareholder and the ratepayers to share the net TRC benefits, why is it not also appropriate to share the spending obligation?”

     MR. RYCKMAN:  Well, an appropriate incentive is required to ensure that DSM gets the appropriate level of attention from senior management and enables DSM to compete against other business activities.

     The customers are the primary recipients to have benefits associated with the DSM program, and it's appropriate for them to pay for those costs.

     MR. SHEPHERD:  I guess the question is, if they're only getting, let's say, 80 percent of the benefits or 75 percent of the benefits, or whatever it works out to be, then why wouldn't they only pay that percentage of the costs and the shareholder pay the percentage of the cost that relates to the benefit that they get?

     MR. RYCKMAN:  Once again, the incentive is to get the level of management attention and allow us to compete on other things.

     MR. SHEPHERD:  Question 6.1, and we're now on to the demand-side management variance account.

“Please confirm that EGD's DSMVA proposal is different from that of Union Gas.”  

First, can you do that?

     MR. RYCKMAN:  Yes.

     MR. SHEPHERD:  Can you please describe the advantages and disadvantages of your approach, which is a more classic DSMVA, as opposed to the Union approach, which is a formula budget and no DSMVA?  What are the benefits and non-benefits of the two approaches?

     MR. RYCKMAN:  Yeah, I can't speak to Union's approach. 

I think that would be appropriate for them to bring that forward.

But I can tell you, in terms of our approach, we feel that it does have benefits because the funding will be accessed for program spending only, thereby providing direct benefits to the customers that participate in the program.  And the amount to have DSMVA is only included in rates if amounts are actually used for that purpose, and approved for clearance, of course.

     And also, the DSMVA acts as a cap on total spending that should provide assurance to ratepayers while also providing flexibility to the company in terms of the timely realization of unanticipated opportunities that may arise.

     MR. SHEPHERD:  If your budget was established at 3 percent of delivery revenues with no DSMVA, and you had a variance account to return to ratepayers any unspent budget, why wouldn't that accomplish the same result?

     MR. RYCKMAN:  So basically what you're saying is, build all amounts into the budget, and should you spend them, then that's fine, and if not, return it to ratepayers? 

Coming forward, our proposal is to come forward with a plan that we will look to institute over three years, and that's our best estimate based on the available information of what we'll accomplish over that plan.

     If unanticipated opportunities arise, then what the company would like to have is flexibility to pursue those, rather than including the amounts in rates -- and once again, they would be included in rates and perhaps may not be required.

     MR. SHEPHERD:  Question 6.2:  

“Please confirm that EGD's DSMVA proposal is

intended to be identical to the current practice with two exceptions:  First, the test for access would be that the portfolio remains cost-effective as opposed to the current dual test that the target must have been achieved without access to the DSMVA, and the incremental spending must be cost-effective.”

      That's the first difference.  And the second:  

“The proposed cap is 25 percent rather than 20 percent.”

     Do I understand correctly that those two changes, you're proposing the same DSMVA as current?

     MR. RYCKMAN:  Well, the company's proposing that it would have access to additional funding over and above the grassroots budget where there is unanticipated customer demand and the amounts are spent on programs.

     Right now, there is no restriction on whether that's program spending or not.  So that's what we're saying.  And the proposed cap is 25 percent, rather than 20 percent, as in the past.

     MR. SHEPHERD:  So you have a third difference, which is program spending only.  You agreed with the proposed cap.

    I want to understand the access test, because I was confused a little bit.

     MR. RYCKMAN:  The access test in the past was based on a volumetric threshold, and there is no proposal that we put forward that speaks to a volumetric threshold.

    What we're saying is that we will spend those amounts on programs which have been included in the plan and approved in the plan, so they're already approved programs, it's just the opportunity is there to do more.

     MR. SHEPHERD:  That's not my question, really.  Sorry. 

I'm not trying to be argumentative.  I'm just trying to make sure I get very precise here.

     As I understand the current test, you have two tests to access the DSMVA.  First, you must achieve your volumetric target before you access the DSMVA, and then the incremental spending must be cost-effective on a TRC basis. 

Am I right with that?

     MR. RYCKMAN:  It is my understanding at this point in time the threshold is the TRC value of the portfolio.

     MR. SHEPHERD:  Right.  So you have to meet that first before you access?

     MR. RYCKMAN:  That is my understanding.

     MR. SHEPHERD:  And then the new spending also has to meet the TRC test.

     MR. RYCKMAN:  No, I'm not aware that that's a requirement.

     MR. SHEPHERD:  And do I understand correctly that the new test you propose is that you can access up to 25 percent, as long as at the end of the day, the total portfolio still meets the TRC threshold.

     MR. RYCKMAN:  Once again, the incentive proposal that we have put forward incents the company to optimize to the TRC benefits are better delivered.  So once again, it's in our best interest to look to optimize the portfolio as best we can.

     So the spending would go towards programs that have been approved by the Board.

     MR. SHEPHERD:  That doesn't answer my question, sorry.  It was a very simple question.  Is that the test or not?

     MR. BROPHY:  Maybe just to clarify, I think we've indicated that we will have a positive net TRC portfolio.

     MR. SHEPHERD:  So that's the test?  The portfolio must have a positive TRC?

     MR. BROPHY:  Yes, regardless of DSMVA.  That's something we've already indicated we're proposing to do.

     So whether you link it to every test, I think it's just stated that we intend to have a portfolio that is positive, has positive net TRC.  So if you want to then take that and link it and say, Well, that's linked to DSM, whatever, that's your choice.  But we're doing that regardless of having a DSMVA or not.  

     MR. SHEPHERD:  Okay.  Let me -- I'll try it one more time.

     Under your proposed new approach to the DSMVA, does the incremental spending have to be cost-effective from a TRC point of view?  Simply a yes or no question.

     MR. RYCKMAN:  There's...

     MR. BROPHY:  The proposal, as Mr. Ryckman has indicated, is to spend that on program spending.  So that does not necessarily mean that it's going to bring more positive net TRC, because, I think, if you know the TRC test, if you give an incentive, that nets out.  Right?  So it's not positive or negative, it's zero impact.  So that rule does not apply there.

However, it is program spending, and it is in the company's best interest, given it’s a SSM proposal, that it tries to either have something that breaks even or goes positive -- it's inherent in the SSM but it's not a mandatory requirement there.

     MR. SHEPHERD:  Mr. Millar, what's your plan for a break?  When do you want to do that?

     MR. MILLAR:  Well, if this is a convenient time, we could do it now.

     MR. SHEPHERD:  I have about another probably 20, 25 minutes.  Do you want to proceed or have a break first?

     MR. MILLAR:  Why don't I ask the court reporter.  

Do you want a break now?

     COURT REPORTER:  Yes, please.

     MR. MILLAR:  I think the reporter needs a few extra minutes because they wanted to pop downstairs, so let’s make it 20 minutes, but a firm 20 minutes, no more.  

--- Recess taken at 10:24 a.m. 

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

     MR. MILLAR:  Okay, everyone.  I understand that we actually can proceed now.  The court reporter is ready to go.  So, Mr. Shepherd, I understand you have got approximately 25 minutes left, so if you want to get started.

     MR. SHEPHERD:  If you want to deal with the...

     MR. MILLAR:  Oh, yes, I'm sorry.  Mr. O'Leary has suggested that we mark the questions themselves as an exhibit so they become part of the record and they can easily be referred to.

     I'm open to suggestions.  Either we can mark the whole pile of them or we can mark them individually as the individual parties come up.  I don't have a strong position on that.  Individual is fine with me.  

Mr. O'Leary, is that okay?

     MR. O'LEARY:  I was just trying to make it simpler.

     MR. MILLAR:  So we'll mark the Board Staff's questions as KT1.1.  And Mr. Shepherd's questions for Schools will

be KT1.2.

EXHIBIT NO. KT1.1:  BOARD STAFF’S QUESTIONS TO EGD

EXHIBIT NO. KT1.2:  SCHOOL ENERGY COALITION’S QUESTIONS TO EGD

     MR. BROPHY:  That is the Enbridge questions.

     MR. MILLAR:  Yes, there's Schools to Enbridge questions.

     MR. SHEPHERD:  So shall I proceed?

     MR. MILLAR:  Yes, thank you, Mr. Shepherd.

     MR. SHEPHERD:  Question 7.1:  

“Does Enbridge agree that utility best practices” - and this is not limited to DSM, this is utility best practices in general – “include the regular and thorough consultation with stakeholders with respect to all material changes in regulated activities?”

     MR. BROPHY:  Just so I understand the question a little better.  For instance, when we come forward, say, in a rate case, there is a process that the Board has set forward that that happens.  Are you suggesting you mean outside of that, or inclusive of that?

     MR. SHEPHERD:  Yes.  I'm asking whether you agree that if you want to make a material change in your regulated activities across the company, that the utility best practices would suggest that you should consult with your stakeholders, particularly your customers, before proceeding with such a change?

     MR. O'LEARY:  Just before you answer the question, I'd like to caution Mr. Shepherd that we certainly have read these questions as relating to the activities that are DSM-approved, but now you're adding another element to it, which is the company generally.  I'm concerned that you're going beyond the scope of this proceeding.  But, that being said, you know, perhaps, Mr. Brophy, you have a response. 

     MR. BROPHY:  I was going to respond just in relation to DSM.  I'm not able to respond in --

     MS. GIRVAN:  You really have to speak up.  I'll just keep reminding you.  Come on, Mike.

     MR. BROPHY:  I've got lots of water here, as long as my voice holds out.

     So I can respond in relation to the DSM aspects.  And

I can point you to the best practice report, where I'm not sure if that's where that question came from.  And I think it's consistent with my understanding in that it's not necessarily a best practice to do that.  There is a consultation process as part of the Board procedure, and certainly Enbridge has done consultation outside of that for DSM.  They labelled that as the leading edge in the best practice report, which their definition of that is “those practices that are not widespread,” i.e., fewer than four Canadian gas LDCs.  So currently we are one of the ones in Canada that have been doing that for DSM.

     MR. SHEPHERD:  So the answer is you don't agree that it's a utility best practice?

     MR. BROPHY:  I wouldn't define it as a best practice.

     MR. SHEPHERD:  Thank you.  

Does Enbridge agree that utilities that do not have effective stakeholder consultation of their DSM plans and activities should be subject to a higher degree of scrutiny by the Board?  

     MR. BROPHY:  I guess the simple answer to that is no, in that the level of consultation that we would do on our

DSM plans don't change, I think, the role of the Board in any way. 

MR. SHEPHERD:  Question 7.3:  

“What role, if any, does Enbridge believe the regulator should have in commenting on, either after the fact or prescribing in advance, the stakeholder consultations of a utility relative to DSM?”  

     MR. BROPHY:  The response, I guess, is that Enbridge is not in a position to prescribe what the Board's role is.

     MR. SHEPHERD:  We're asking for your opinion.  What do you think an appropriate role is relative to the utility?

     MR. BROPHY:  The evidence we put forward is suggesting that we set these rules in advance, so I don't think we'd like to see those rules changed after the fact.  But I agree that the Board has that ability.

     MR. SHEPHERD:  So do I understand, then, that the Board prescribing the consultation rules in advance is something you would agree with?  Because I thought your evidence said that the Board should have no role.

     MR. BROPHY:  We're proposing that mandatory consultation is not appropriate, or needed.

     MR. SHEPHERD:  So then just one follow-up.

     So, if consultation is determined by Enbridge during the course of a plan, do you believe it's appropriate for the regulator, when it reviews your activities later, to comment on the quality and extent and value of your consultation activities?

     MR. BROPHY:  That is when we bring forward, say, a multi-year plan?

     MR. SHEPHERD:  Yes.

     MR. BROPHY:  And we're looking for approval?

     MR. SHEPHERD:  Yes.

     MR. BROPHY:  I can't say I have a position either way

on that.

     MR. SHEPHERD:  Thank you.  

Question 8.1.  And, Ms. Squires, you referred to this earlier so perhaps you can expand on it.

      
“Please describe the key ‘differences in customer

profiles and operations’ between EGD and Union Gas that make joint research activities inappropriate in some cases.”

     MS. SQUIRES:  Well, it is -- in fact, this is the question I was thinking of earlier.

     Some examples, specific examples, would be in the large industrial markets that we typically have custom projects in.  The differences between Union and Enbridge are quite significant in that Union’s, as we understand Union's industrial customer profile, is more heavily focussed on steel mills, pulp and paper, which represent a very small portion of Enbridge's industrial mix.  Enbridge's industrial mix is much more varied.

On the multi-RES, or residential market, Enbridge's franchise territory has large urban centres which Union's does not.  We've got metro Toronto and Ottawa.  So the urban density is much greater in Enbridge's franchise territory.

     So those are two examples of areas where research needs might be very different between the two companies.

     MR. SHEPHERD:  So that deals with the customer profiles component of the question.

     MS. SQUIRES:  Right.

     MR. SHEPHERD:  What about the differences in operations that make it inappropriate to have joint research?

     MS. SQUIRES:  I can't comment extensively on Union's operational structure.  We do know that there are some differences in terms of the two companies' channel strategy, how we leverage business partners, our own sales forces within the companies are structured differently.

     So those are some of the operational issues that would vary between the two companies.

     MR. SHEPHERD:  Okay.  So this is not about how you run your system per se but how you run your business development and DSM programs.  Those are the differences you're talking about when you're talking about operations?

     MS. SQUIRES:  Yes.  I'm talking about how the two companies deliver DSM.

     MR. SHEPHERD:  Okay.  Thank you.

     Question 8.2:  

“Please explain why a DSM potential study

would be ‘confidential and proprietary.’”  

And I'll read the whole question, and then you can,

sort of, answer parts of it as you wish.

“To what extent, if any, is the proprietary nature of such data based on EGD's competitive position in delivering DSM programs?  If the proprietary nature has other bases, please describe in detail.  To what extent, if any, is the confidential nature of such data based on the potential that it will reveal customer-specific information?  If confidentiality has other bases, please describe those in detail.”

     MR. GREEN:  Let me try to address that, Mr. Shepherd.      From Enbridge's perspective, the company's approach to the development and planning of the DSM initiatives is certainly grounded in the fundamental underlying belief in planning, implementation and evaluation of those DSM initiatives which is the responsibilities of the company.

     We believe that we're in the best position to assess what is the most cost-effective combination of programs to meet the customer's needs; certainly the appropriate level of DSM activity and the timing and the design of the DSM research that supports that.

     There may be occasion whereby customer-specific research has been conducted in a commercial or industrial segment, by way of example, and the customers that are engaged in that research do not want specific information shared that might threaten their competitive advantage in their respective marketplace or segment.  The company believes that information of that nature is confidential and proprietary in the nature of the development of any new programs and direction of research funds.

     Just to close off, if you will, sir, many of the company's research studies include a fair amount of competitive information, whether it's market share, market saturation information, future purchasing intentions, the market potential data, and it’s clearly not to the advantage of Enbridge, in our opinion, to release that information.

     MR. SHEPHERD:  So then when you say “confidential and proprietary,” you mean confidential and proprietary to

your customers as opposed to Enbridge; is that right?  

MR. GREEN:  It could be.

     MR. SHEPHERD:  Okay.  What I was actually – I understand that part of it; you might have information that's confidential and proprietary to your customers. 

Nobody wants that disclosed.

     I'm trying to get at what types of information are confidential and proprietary to Enbridge in a DSM potential study, so other than that.

     MR. GREEN:  Bear with us as I try to think of a specific example.  


MS. SQUIRES:  It was my comment that it could be either.  I think the primary focus is truly on the customer's information and the customer's confidentiality.  I think that would be the primary focus.

     MR. SHEPHERD:  Thank you.

     MR. SHEPHERD:  Question 8.3, and I think, Mr. Brophy, you may have actually answered this already when you said earlier that your market potential study is the first step in doing the bottom-up plan.  I'll just read the first part of it and you can tell me whether you agree.

“Does EGD agree that it should bring forward to the Board an up-to-date market potential study each time it seeks approval of a multi-year plan?”

     MR. BROPHY:  Just to clarify, and I think it was Mr.

Green that was dealing with the potential study question earlier when he talked about grassroots budget, but I think the record indicates, if I recall correctly, that he didn't indicate that that has to be the first step.  It's one step that we can consider in building up a grassroots budget.  But you don't have to start with that step.

     So, perhaps if you can just restate your question, I can try and...

     MR. SHEPHERD:  So I'll try again.

“Does EGD agree that it should bring forward to the Board an up-to-date market potential study each time it seeks approval of a multi-year plan?”  

     MR. BROPHY:  We don't believe that that's required.

     MR. SHEPHERD:  So then if no, under what circumstances do you believe a study should be provided to the Board?

     MR. BROPHY:  A market potential study?

     MR. SHEPHERD:  Yes.

     MR. GREEN:  One example may be certainly large-scale changes to the building code.  It would be an example where -- or the introduction and emerging of some new technologies.

     MR. SHEPHERD:  If the Board were to be asked in this context to -- by parties, for example, of their own motion, to establish a rule for when you file a market potential study, what should that rule be?

     MR. BROPHY:  Perhaps I can give you some context around that.

     One of the options that was in the CAMPUT study that was filed is to work from the market potential study, and I think that's one of five or six options to kind of approach

a setting of plan.

From my recollection, that study indicated that that may not be appropriate for utilities to do all the time, because it is a very costly and resource-intensive undertaking.

     So my understanding is the majority of utilities in North America that deliver DSM have not actually done that.  Enbridge, actually, has been a little proactive in that area, and has undertaken that market potential study which goes out, I think it's to 2012, 2014, somewhere in there.

     So I would certainly suggest that we would not look to redo that massive undertaking for every single plan we file.

     MR. RYCKMAN:  And I don't think it would be appropriate to have a prescriptive timetable because elements of a potential study could still be relevant depending on the time frames.  

And, once again, without knowing what the time horizon for the DSM plan, what it could be, you know, if it were a ten-year period it may be appropriate to look at a potential study again; if it were a shorter period, maybe not.  Different elements of the underlying elements of that plan could change over time and warrant changing, and others couldn't.

     Just prescribing that you undertake something as significant as a potential study, and it is, again, an undertaking and carries significant costs as well, just based on the prescriptive timetable is not appropriate.

     MR. SHEPHERD:  Do I understand, then, your proposal to the Board to be that it is appropriate for the utility to determine when it's time to do a new market potential study?  Should it be in your court to make that determination?

     MR. BROPHY:  Whether it's a market potential study or other types of studies that are required by the company, it is up to the company to decide when those studies are required.

     MR. SHEPHERD:  You talked about how big a job this is.  Do you know how much your last market potential study cost? 


MR. BROPHY:  It was in the range of 200,000.

     MS. GIRVAN:  What?  Sorry?

     MR. BROPHY:  200,000.

     MR. SHEPHERD:  Question 8.4.

“Does Enbridge agree that the appropriateness and effectiveness of your research activities should be considered by the Board when it determines the prudence of amounts expended by you on your DSM programs?” 

      Let me rephrase that.  Is it appropriate for them to say to themselves, in considering prudence, How well do we think they've done their homework?

     MR. GREEN:  Let me try to answer it in this manner, if

I can.

     The company, I believe we're the business expert, and certainly has expert staff and a very strong network of industry contacts that are in the field of market research.  And as such, Enbridge makes those plans and decisions related to those research activities that it feels will inform program planning and design to the greatest extent possible.

So, if Enbridge, I think, specifically to the question, makes a specific request to the Board for approval of a particular research activity, then the Board should review our plans and planned expenditures for prudency.

     MR. SHEPHERD:  No, sorry.  Obviously I haven't made my question clear.  Let me just try again to help you understand the thrust of the question, okay?  

     MR. GREEN:  Okay.

     MR. SHEPHERD:  The question is, the Board is looking at the fact that last year you spent $20 million on DSM, and it's trying to determine whether it thinks that was prudent and should be continued for next year.

     In doing that, should they look at what research you've done and whether you've done it well?

     MR. RYCKMAN:  I don't think it's our role to dictate what the Board should do when considering cases.  The concern I have with the way this question is posed is it's linking the effectiveness of research to the effectiveness of programs after the fact.  So it's amounts expended by the utility.  When the utility comes forward with a plan, those programs should be tested at that time, and then the company would go away and execute that plan, with the understanding that those costs would be recoverable.

     The fact that research could be determined at some point to be effective or not effective shouldn't negate the benefit of those programs and put the company in a punitive position.

     MR. SHEPHERD:  Let me move to question 9.1.  And this has a preamble to help you understand the question.

     The preamble is:  When the books of a corporation are audited, the auditors report not to management, that is, not to the company, but to the shareholders whose interests are being protected.  In your proposal, who would the auditor of the SSM, LRAM, DSMVA, EPESDA, and market transformation incentive report to?

     MR. BROPHY:  The clearance of those accounts, whether it's in the scope of an auditor or not, are brought forward by the company to the Board.  So the end audience of that type of thing is the Board that make a decision on whether or not those accounts get cleared.

     MR. SHEPHERD:  So does that mean that the auditor, then, of those amounts reports to the Board or to the company?

     MR. BROPHY:  The auditor provides the report to the company, and the company files that with any other evidence it needs to get clearance of those accounts from the Board.

     MR. SHEPHERD:  So, then, the second part of the question is: 

“If the auditor does not report to the ratepayers whose interests are being protected, please provide the rationale for having an independent auditor report to anyone other than those whose interests are being protected?”

     MR. RYCKMAN:  The audit is being done in support of the claims that the company is coming forward in the accounts for clearance.

     In the 2003 rate case, there was much debate about the roles and responsibilities about not only the consultant but the auditor.  And the Board ruled at that time, and ruled appropriately, that the company is accountable for the program, and it's accountable for the audit    

MR. SHEPHERD:  Question 9.2:  

“Does Enbridge agree that the figure for customer projects to be selected for evaluation and audit should be 10 percent in?”

     This is the Union Gas proposal.  Is that an appropriate number to --

     MR. BROPHY:  I believe that's appropriate.

     MR. SHEPHERD:  What's the basis for that figure?

     MR. BROPHY:  I believe that's stated as an acceptable minimum sample size, and when you look back in the past, generally, we've discussed with the auditor that is retained what an appropriate sample size is.  And from my recollection, I don't believe it goes below that number, so I believe that's an appropriate minimum.

     MR. SHEPHERD:  Would you agree that the percentage figure is appropriately left up to the auditor to determine?

     MR. BROPHY:  We discuss in any audit up front what the auditor would think is an appropriate sample size.  So that input is there from the auditor.

     However, I believe the 10 percent is put forward as a minimum prescriptive rule to be endorsed by the Board.  So you can have both.

     MR. SHEPHERD:  But as I understand your answer, you wouldn't leave it up to the auditor to determine the appropriate percentage?  The final call should be the company's; is that right?

     MR. BROPHY:  It would be the company's selection in consultation with the auditor.

     MR. SHEPHERD:  Okay.  Question 9.3 you've essentially answered; I’m just going to ask a follow-up question.

     Is it my understanding that the process that you would propose using for the Board to consider an evaluation and audit would be something like the sort of process you have now for a QRAM?  Are we talking the same sort of conceptual thing; is that right?

     MR. BROPHY:  I'm not aware of all the intricacies of

QRAM.  That's outside of the scope of DSM.  So I guess all I can suggest is the answer I gave to the Board Staff question that is similar.

     MR. SHEPHERD:  So, just so that people can understand this more clearly, I wonder if you would be willing to undertake to take away that question:  Is this something like a QRAM you've been talking about, and let us know whether that is the case.  Because you do have people back in your office that can make that comparison.  It would certainly help us to understand.

     MR. O'LEARY:  I was going to suggest that rather than try and compare it to QRAM, which may unduly complicate matters here, if there is something further that we can provide as to how the company anticipates the process going forward in respect of the consideration and approval of these amounts, we'll get back to you on that.  And it may or may not include reference to QRAM, but my view would be that that's just going to unnecessarily complicate matters.

     MR. SHEPHERD:  All right, so then maybe the undertaking could be for you to provide a sort of a fuller answer to the process you're proposing.

     MR. O'LEARY:  We'll consider whether or not we can and whether it's appropriate to provide a fuller answer.

     MR. SHEPHERD:  That's fine.

     MR. BELL:  All right.  This is Undertaking JT1.10.

UNDERTAKING NO. JT1.10:  TO PROVIDE A FULLER ANSWER TO SCHOOL ENERGY COALITION QUESTION 9.3

     MR. SHEPHERD:  Question 9.4, and I'll start with this

preliminary question:  You've proposed that your DSMVA would be audited by your financial auditors; is that correct?

     MR. BROPHY:  Yes.  That's correct.

     MR. SHEPHERD:  So could you tell us how they would audit the DSMVA and specifically how they would verify your portfolio cost-effectiveness test?

     MR. BROPHY:  I believe that the audit would be done of the money spent in that account under the rules prescribed up front by the Board, and if the Board required any further information to clear that account, we could provide that.  But there would also be information on the record at that time on what the TRC results would be from the portfolio, so those would come out together.

     MR. SHEPHERD:  So the financial auditors, then, would not audit the TRC effectiveness, cost-effectiveness.

     MR. BROPHY:  They would likely take the net TRC results from the portfolio and make the judgment as to whether or not we met the rules prescribed by the Board to be able claim clear the DSMVA.

     MR. SHEPHERD:  So they would audit the TRC results?

     MR. RYCKMAN:  Well, what they would be auditing would be the DSM spent against the rules that are in place.  And what we propose is that we would have access to the DSM resources to be spent on program funding.  So that would be the test in the context of our proposal.   We're not proposing that there is a TRC test, but against that spend.      

MR. SHEPHERD:  So then the only test is if you spend the money on programs?

     MR. RYCKMAN:  Yes.  That's correct.  On the programs that are in the plan.

     MR. SHEPHERD:  Question 10.1:  

“Please confirm that, under your proposal, the ‘incentive’ for market transformation would not be based on results but would be payable whether or not any results or benefits were achieved.”  

     MR. BROPHY:  The proposed market transformation incentive is related to results to be outlined in future plan proceedings.

     So just to clarify, if we were to come forward with a market transformation initiative in a future plan, we would be putting out, up front, what it is we are planning to undertake.  And the Board would have to be comfortable with accepting that plan up front when it approves those initiatives.

     MR. SHEPHERD:  But, just to understand the nature of the incentive, you're proposing that the incentive is paid if you spend the money, and that there's no assessment made as to whether the market transformation program actually achieved the goals that were originally set; is that correct?

     MR. BROPHY:  The market transformation incentive is linked to the spending, but that is a surrogate to what the results are proposed to be over the life of the plan.

     I think most people in this room, if not everyone, knows that it's often difficult to measure market transformation results, even if everybody agrees that it's a more cost-effective thing to do and more appropriate to do in some cases.

     So, if we have that agreement up front, then the metric we use to gauge process is the spending based on the approved plan we put forward.

     MR. SHEPHERD:  Do I understand correctly that if you have a market transformation program in which you spend the full budget and it is a complete failure, doesn't affect the market at all, that you would still get the incentive because you spent the money; is that right?

     MR. BROPHY:  If we do what we said we were going to do, then we should get the incentive.

     MR. SHEPHERD:  Question 10.2.  You've said in your evidence that you have activities that compete for management attention, and that's why you need incentives for these activities, particularly market transformation.

     So can you tell us, please, what activities you have at Enbridge that compete for management attention and have an incentive associated with them, other than DSM?

     MR. BROPHY:  I'm not in a position to be able to outline all the activities in the utility that are on management's attention, but I believe it's fair to say that the utility business does require a lot of different activities to make it work, and those all require management attention.

     MR. SHEPHERD:  Thank you.

     Question 11.1.  This has to do with climate change

Offsets, and it has several components to it.  I'll ask them individually to try to make them as easy as possible.

     In the event that the climate change offsets become available during your next multi-year plan but after the plan's been approved, then until you come forward with a formal proposal, as you propose, how do you propose to deal with the climate change offsets?  And I have three particular questions.

     First of all, what rules or procedures should you follow to maximize access to those offsets by customers participating in your DSM programs?

     MR. RYCKMAN:  Now, generally for all of the items that are in 11.1, the same answer applies.  And the company's not in a position to provide a plan to deal with offset credits.  That market still hasn't been defined under the rules and the processes, but generally EGD believes that we will retain and use any credits that may result from our operation, and there may be an opportunity to fulfill some emission credit role on behalf of our customers, but that's not determined as of yet.

     MR. SHEPHERD:  Let me just skip to what you just said, retain and use, which is 11.1.3.

     Is it my understanding that you believe that credits that are earned through operational activities would go to the shareholder?

     MR. RYCKMAN:  That's our thinking at this time.  Well, our thinking at this time is that credits in the operational end of the business would be used by the business.  There could be commitments.  We don't really know what the structure is going to be.  So I can't say with any degree of certainty how all of that is going to work.

     MR. SHEPHERD:  So to get back to the general question, just so I can understand it.  What I'm trying to understand is, until the Board has a plan in front of it that it can consider for dealing with climate change offsets, in that transitional period, you might earn some offsets; right? 

Or anybody might, but you might.  Other people might.

     If you earn offsets from your DSM programs, what do you think should be done with them until the Board has a plan?

     MR. RYCKMAN:  Okay.  Yes.  I can't speculate on that, not knowing what the rules of engagement are.

     MR. SHEPHERD:  Well, you have to do something with them, though.  What do you plan to do with them?

     MR. RYCKMAN:  We don't have a plan as of yet.

     MR. SHEPHERD:  Okay.  Does the company believe that it would be appropriate until a plan is in place for those offsets to be credited to a variance account?

     MR. RYCKMAN:  Again, I don't know the rules of engagement.  I don't know who owns those offset credits. There are many unknowns so I can't agree to that.  I don't know what the rules will be.

     MR. SHEPHERD:  Question 11.2.  You have, I understand, read the most recently proposed climate change offset rules.  That's correct; right?

     MR. RYCKMAN:  I have not.

     MR. SHEPHERD:  No, but Mr. Brophy has; he testified to that in the last rates case.

     MR. BROPHY:  I'm sorry, which rules are you referring to?

     MR. SHEPHERD:  The last sets of rules in the federal proposals.

     MR. RYCKMAN:  I don't think those were rules.  I think that was a discussion paper, if I recall correctly.

     MR. SHEPHERD:  And it was a proposed scheme; right?

     MR. RYCKMAN:  Proposed doesn't -- well, proposed is something for discussion; it's not a rule.

     MR. SHEPHERD:  But you've read that proposed scheme; right?

     MR. BROPHY:  I'm not really sure what you're referring to.  I have seen some things related to how the previous government was thinking of dealing with some things in a kind of consultation perspective, but I haven't seen any rules that that government, nor the current government, is proposing.

     MR. SHEPHERD:  So you can't estimate the potential value of climate change offsets under the most recent information; is that right?

     MR. BROPHY:  I don't think it's prudent to speculate about what that value could be.

     MR. SHEPHERD:  Well, okay, that's a different question.

     You're saying it's not appropriate to -- or not prudent to speculate.  My question is, can you estimate?

     MR. BROPHY:  I don't -- given that we don't know what the rules are, I don't think we could do a calculation under rules that don't exist.  So I don't think it's possible.

     MR. SHEPHERD:  Question 11.3.  You've made a statement in your evidence:  

"Any changes to assumptions regarding program attribution should also be made on a prospective

basis."

     But you've also said that a utility should be able to claim 100 percent contribution under a test that you've called the central role test.

     So my question is, if the utility -- if Enbridge ceases to have a central role in a joint program during the plan period, should attribution continue or cease?

     MR. BROPHY:  There would not be a case where you have attribution roles set up front for a multi-year plan, and then the central role ends up changing, because what I see happening in practice is to bring a multi-year plan forward to the Board for approval; we outline, you know -- or we know what the rules are in attribution up front when that plan's approved.

     We're also at that time indicating what programs we're going to be involved in and our role for the life of that plan.  So that's also agreed up front.  So both of those things are locked in up front for the life of the plan.

     MR. SHEPHERD:  So you're saying it can't happen?

     MR. BROPHY:  That's my understanding.

     MR. SHEPHERD:  So here's an example.  You plan to do a program where you're going to partner with Enercan; right?  And they're going to provide some money, and you're going to run the program.  And that plan's approved.  Then

in practice, what happens is when you go to Enercan, they say, You know what?  We want to run this program.  We're happy if -- and we're going, in fact, to change it the way we want it.  We're happy if you're one of the participants in the plan, but it's our program and we don't want you to have a central role in it.

     Do you get a hundred percent attribution for that program or not?  

     MR. BROPHY:  I can't see a case like that happening. Generally, if we were to come forward with our programs, whether they're in partnership -- well, even if they're in partnership with others like Enercan, if we're coming forward with a plan to get approval from the Board, we should have those details worked out when we come forward.

     So I can't see, you know, just putting some placeholder up front and finding out that Enercan’s changing the rules after we have gotten Board approval.  We would have that determined up front.

     MR. SHEPHERD:  Thank you.  Now, question 11.4:    

“What role, if any, do you believe the Board should play in determining how much of the cost of programs and incentives for programs delivered jointly by regulated utilities should be borne by the respective ratepayers of those regulated entities?  For example, if Enbridge and electric LDC enter into an attribution agreement for a particular program, is it appropriate for the Board to review that agreement and make its own determination as to whether the attribution is fair to the ratepayers of the respective related entities?”

     MR. BROPHY:  The decision is ultimately the Board's.  I would trust that if we put evidence forward to support such a split of attribution, then they would take that into consideration.  But it's ultimately the Board's decision.

     MR. SHEPHERD:  So then your statement that the attribution agreement would govern is to be understood subject to the Board overruling it because it doesn't like the attribution?  


MR. BROPHY:  Or asking the Board to accept that as an output of the generic hearing.

     MR. SHEPHERD:  That the attribution agreement governs?

     MR. BROPHY:  That's correct.

     MR. SHEPHERD:  And therefore the Board would not review whether they're happy with the allocation?

     MR. BROPHY:  Well, I think I've mentioned before that the Board ultimately has the ability to reopen any decision it makes if it believes it's warranted.  But we are asking in this case for them to discuss that up front. 

     MR. SHEPHERD:  So they're not going to review individual agreements.  If they have a problem they have to change the rule?  Is that what you're saying?

     MR. BROPHY:  Sorry, can you restate the question?

     MR. SHEPHERD:  If I understand what you're saying, it is, the Board sets a rule that attribution agreements govern.  And it wouldn't then subsequently review individual attribution agreements; it might change the rule to say they no longer govern.  You could do that?

     MR. BROPHY:  We believe that they should set the rule up front that those agreements govern.

     MR. SHEPHERD:  Okay.  Question 12.1:  

“Please confirm that Enbridge is proposing to be credited with volumes saved for customer projects even if changes in production, changes in measure performance or utilization, or other such factors, mean that significantly lower volumes or even no volumes are actually saved.”

Is that correct?  

MR. BROPHY:  Perhaps I can -- oh, okay.

     MR. GREEN:  Sorry for the leaning, but my sight line with the mike -- the volume saving they're defining as the base case.  Even if production increases the actual -- the actual volumes saved will likely be greater than what Enbridge has claimed, using the information at that time.

     And we have in our reference in Exhibit B, which is at tab 2, schedule 1, page 61, and it's issue 12.3:  

“The utility shall continue to follow the accepted industry practice of calculating custom project savings using engineering calculations.”

So it's an unmanageable task, I suggest, to track actual volumes over spans of a number of years on a go-forward basis for over 500 custom projects that are delivered every year.

     MR. SHEPHERD:  Let me ask it a simpler way.

     You put in place a measure in a manufacturing facility in January of next year, and you give them a million dollars, and you anticipate there's going to be $10 million of TRC.

     The next day they close the factory.  It's done.  Do you still get credit for that $10 million of TRC?

     MR. BROPHY:  In fact, there have been cases where we do our year-end review of results, where we have removed some of those circumstances, knowing that the plant closed the next day, even though we went on good faith and had them install the measures.

     But, generally speaking, when a calculation is done, it's done on the best available information from the customer at that point in time.  And, as Mr. Green indicated, if their production goes up, they may actually save more gas and generate more TRC than we actually claimed, but we don't go back again, in that case, and recalculate it.

     MR. SHEPHERD:  So your former practice was that when there were big changes, sometimes you adjusted, but you're now proposing that that practice would cease?

     MR. BROPHY:  When we do our evaluation and submit numbers through the auditing process, we would review those projects and determine what we should bring forward for an audit.

     MR. SHEPHERD:  Are you proposing to continue that previous practice?

     MR. BROPHY:  Our practice has been, and I believe it will continue to be, that if we know that that company's gone bankrupt when we do the evaluation, and it isn't a case where they go bankrupt one day and another company comes in with the exact same equipment, starts up again, where the savings continue, in the case where it ceases altogether, that we have not included those savings.

     MR. SHEPHERD:  Let me turn to the last two questions related to electric conservation and demand management.

     And the first one is:  

“Please describe the activities EGD intends to carry out in order to earn revenues from CDM on behalf of electric LDC.”

      And we've given a number of examples, and perhaps you could just go through and make sure you itemize the types of things that you are planning to do.

     MR. BROPHY:  We have the ability to provide these services to entities like electric LDCs, and as you know, we are in the early stages of that so I don't believe that I can give you an exhaustive list of all of the things we may do, but, you know, I can give you an example that I think I had previously given in our '06 rate case as an example, and it's actually happening, where an entity like

Toronto Hydro would like us to go and deliver a program on their behalf because it's linked with a program we're already delivering.

     So, an example would be the TAP program.  Are you familiar with that?

     MR. SHEPHERD:  Yes.

     MR. BROPHY:  Okay.  So, in the past, we incurred expenses and delivered an Enbridge TAP program.  And we would go door-to-door, by area, and if the home had a gas water heater, we would deliver those measures.  And we'd go next door and they had an electric water heater, we'd say, okay, sorry, I can't deliver that, and go to the next door.

    And so while they're already out there, there was an opportunity for them to do some electric CDM measures as well.  So what Toronto Hydro has asked us to do on their behalf is, while we're out there, when we go to that house that has an electric water heater, that we deliver those measures while we're out there, as well as providing CFRLs to everyone.

     MR. SHEPHERD:  Now you're paying the cost of the person going out there to deliver that program; right?

     MR. BROPHY:  We pay for the costs related to the Enbridge program.  For any incremental costs that are incurred because of what Toronto Hydro's asking us to do, they are paying those costs.

     MR. SHEPHERD:  And they also pay you some sort of additional fee, or additional revenue?

     MR. BROPHY:  Yes, they would pay us an amount, and anything above what our incremental costs are to deliver what they're asking us to do would be net revenue.  And I think you know that's been approved to be shared equally between Enbridge and the ratepayers.

     MR. SHEPHERD:  So when you deliver a program on behalf of an electric utility, you allocate costs on an incremental costing basis or on a fully-allocated costing basis?

     MR. BROPHY:  Incremental.

     MR. SHEPHERD:  Thank you.  Is it correct that you're planning to use personnel and resources of Enbridge that are also employed in designing and delivering gas DSM programs to do electric CDM programs?

     MR. BROPHY:  That's correct.

     MR. SHEPHERD:  Are you also planning to acquire additional resources that would be dedicated to electric CDM programs, whether people or other resources?

     MR. BROPHY:  We could.  We have not to date.

     MR. SHEPHERD:  Are you anticipating that you will provide utilities, that is, electric utilities, with advice, consulting-type advice, on a fee-for-service basis to help them design their own programs, for example?

     MR. BROPHY:  As I mentioned, we're in the early stages of this, and Enbridge has not focussed on that exercise at this point, but it certainly could.

     MR. SHEPHERD:  And does any of this work include the possibility of giving advice or assistance or doing program delivery that involves fuel switching from electricity to natural gas?

     MR. BROPHY:  Sorry, which question are you on?

     MR. SHEPHERD:  This is 15.1.6.

     MR. BROPHY:  That we have not entered into any programs under our electric CDM mechanism for that, but it is possible.

     MR. SHEPHERD:  But it could be. 

So the last question is, and this may be an undertaking, an undertaking about undertakings, in fact:

“Please advise what changes, if any, Enbridge requires in its undertakings in order to carry out its electric CDM activities?”  

And I would say, if you don't believe any changes are required, please tell us why, and point to where in the undertakings you have authority to carry out electric CDM work.

     MR. O'LEARY:  Now, Mr. Shepherd, I think that's a legal question, and therefore it's inappropriate for the panel to be responding to this one.

     MR. SHEPHERD:  We're entitled to know what the company's view is on this, and so I'm happy if you undertake to provide it.

     MR. O'LEARY:  Well, the view is that with the activities the company's undertaken to this point are legal and consistent with the undertakings given.

     MR. SHEPHERD:  Yes.  No, I'm asking about the proposed program that we've just heard might include some other things that are not currently being done.

     MR. O'LEARY:  Yes, and if and when the company contemplates undertaking those activities, any issue with respect to the legality will be considered at that point, but anything at this stage is speculative.

     MR. SHEPHERD:  So this is a refusal?

     MR. O'LEARY:  I've answered the question.

     MR. SHEPHERD:  How have you answered the question?  I've asked if you don't have to change the undertakings, which you say is the case, what in the undertakings allows you to do this?  And you’re not willing to --

     MR. O'LEARY:  I'm not going to speculate as to what may have to be done in relation to a program that hasn't yet been fully contemplated.

     MR. SHEPHERD:  Thank you. 

     Can you file your current undertakings? 

     MR. O'LEARY:  Yes, I believe we could.

     MR. SHEPHERD:  Wonderful.

     MR. BELL:  Okay.  We'll get that exhibit number. 

Undertaking?  Okay.  We'll do that as Undertaking JT1.11.

UNDERTAKING NO. JT1.11:  FOR ENBRIDGE TO FILE ITS CURRENT UNDERTAKINGS

     MR. SHEPHERD:  Thank you.  Those are all my questions.

     MR. MILLAR:  Thank you, Mr. Shepherd.  

Are you next, Mr. Poch?

     MR. POCH:  I'd be happy to go next if it would be convenient to go next.  Perhaps we should start by giving an exhibit number to the written version of the questions.


CROSS-EXAMINATION BY MR. POCH:

     MR. BELL:  Okay.  For the exhibit, it would be KT1.3, for the GEC questions.

EXHIBIT NO. KT1.3:  GEC’S QUESTIONS TO EGD 


MR. POCH:  Okay.  Question 1 asks for the status of Enbridge's gas efficiency potential study.

     MR. BROPHY:  The potential study is almost complete.

     MR. POCH:  I think you referred to that as the  Marbeck study; is that correct?

     MR. BROPHY:  Marbeck did undertake that study for us, yes. 

     MR. POCH:  And will you undertake to provide a copy of that?

     MR. BROPHY:  We can provide the final copy, which should be ready, I would say, in the next few weeks.

     MR. POCH:  Can you provide a copy of the most recent draft?

     MR. BROPHY:  I believe the draft that -- or the version I'm going to be sending will be a final version.  But why don't I -- I'll ask Marbeck for the version, and I believe it should be final, and then we can just send that out. 

     MR. POCH:  It's just a question of timing because, of course, we're in the midst of preparing to respond to the company's evidence.

I'm wondering if we can have the most recent draft that you have at this time so we can get rolling, and we understand, of course, that the company will be filing an updated version, a final version, subsequently.  Can we do that?  


MR. BROPHY:  I'll go back, and I can get you what the best version is.  If it's final, great.  If it's draft, then --

     MR. POCH:  I'm sorry, I couldn't hear you.

     MR. BROPHY:  If it's final, that would be best.  If it's not final, then we can give you that.

     MR. POCH:  All right.  So you'll provide us the best that's available at this time, and any subsequent final version if what is available now is not the final version. 

Is that correct?

     MR. BROPHY:  Well, what I'd suggest is I guess I'll be out of this procedure the end of Friday, so that's when I'll probably be going back to Philly.  So I wouldn't say as of this second -- if the draft's done, you know, say, later today or tomorrow, then I think we understand each other. 

     MR. POCH:  All right.  So let's just get an undertaking to answer question 1.

     MR. BELL:  Sure.  That will be Undertaking JT1.12.

UNDERTAKING NO. JT1.12:  GEC QUESTION 1:  TO PROVIDE A CURRENT COPY OF THE MARBECK GAS EFFICIENCY POTENTIAL STUDY

     MR. POCH:  Thank you.  I'm assuming the answer to question 2, which provides for a great deal of dates, is best answered by way of undertaking; is that possible?

     MR. O'LEARY:  No, actually, the answer to the question is that, given the specific nature of the questions asked, the company simply is unable to respond to the question.

     You're essentially asking the company to have maintained some sort of a log that would document a number of very specific dates over the last seven years, and we simply can't respond to it.

     MR. POCH:  Can I rephrase this, then, to ask for the company to provide all the information in response to question 2 that it does have, and to indicate clearly where it has not kept such records?

     MR. O'LEARY:  Then, you know, I would respond to that by saying that both the amount of time that is involved in going back and going through all these documents, to the extent that they are there, trying to ferret out dates, is both a large task.  And, secondly, we question the usefulness of the question for the purposes of this proceeding.

     MR. POCH:  Well, just to put that on the record, then, it seems to us that one of the fundamental things Enbridge is asking for in this case is a finding from the Board that the process is cumbersome, needs streamlining, that there have been costs, wasted efforts, and that part of Enbridge's proposal is to cut out various parts of the consultation process, the intervenor involvement in the audit process, and so on.

     It seemed to us, to wrestle with that, we needed to have a clear record of what, in fact, has occurred, and therefore we think it's essential to the case that the company has put forward and to our ability to test it.

     MR. O'LEARY:  Well, GEC has been a party to the consultative and, to my knowledge, for most of the time, a member of the audit subcommittee, and Mr. Posh, I would have thought that your client is in the best position to take a position which is adverse to the company as based upon your own evidence.

     MR. POCH:  Well, obviously we're not in the business of keeping records on these matters in a way that we would expect the company would have; whether or not the company kept records of all these dates.

     So do I take it that as a refusal to answer?

     MR. O'LEARY:  Yes.  Well, no.  We've answered the question, because we're unable to do it.  

     MR. POCH:  You're unwilling to do it, I take it?  Are you telling me you're unable; it is not possible for the company to find any of these dates?

     MR. O'LEARY:  I'm saying that in many instances they're unable, and in those instances where, with substantial effort, they were able to come up with such dates, it's beyond the scope of this proceeding, and we see the benefit or potential benefit, if any, to this proceeding to be disproportionate to the effort.

     MR. POCH:  So in those cases where you could provide such information you are refusing to do so?

     MR. O'LEARY:  I've given you my answer.

     MR. POCH:  All right.  I'll take that as a refusal. 

     Question 3:

“Provide dates, copies of agendas and copies of meeting minutes for the DSM consultative meetings since 2000.”

     MR. O'LEARY:  It's the same answer with respect to that question, Mr. Poch.

     MR. POCH:  And question 4, we asked you for a number of pieces of data with respect to the volumetric and TRC benefits at various stages of the process in each year.  Can you provide that? 

     MR. BROPHY:  I wasn't sure exactly what order, you know, intervenor questions would come in.  But I notice that this deals with -- it's duplicated by at least two or three intervenors, or similar type of information.  And what we had done is looked at the -- CME I think it was question 9, we will come to it, which contains similar information.  So what we would propose to do is just put a full table that responds to that, with the exception of the LRAM information as characterized in that question as well.  But all the other tables, we're looking to put in a master table.

     MR. POCH:  Rather than take the time for me to compare CME's question with ours, can I just get an undertaking that you will answer question 4, and obviously, I presume, the company will combine that with whatever other answers are sought by others that you choose to answer.  Can we do it that way?

     MR. O'LEARY:  We're not trying to be difficult on this.  It's just that there are only so many days in a week and only so many hours in a day.  And if we can answer a question by CME which, in all reasonable respects, answers your question 4, I don't see why we should turn around and put it in another format.

     MR. POCH:  Let me interrupt you.  I'm quite happy -- it doesn't have to be exactly the format.  I just want to make sure that all of the data that we've requested will be included.

     MR. O'LEARY:  Why don't we leave it this way:  Allow the company to respond to the CME's question, and if you think there's something missing --

     MR. POCH:  No, I'm not prepared to leave it that way.  I don't have an opportunity to follow up without bringing a motion.  I think I'm entitled to an answer to my question. 

I don't mind if the sequence of the As and Bs is different because you're following the format of some particular other party's question.  I don't have the time at this moment - we're all pressed for time - to go and parse that other question.  

I think it's entirely fair that I get an undertaking that simply, in answering the various questions from various parties pertaining to these matters, the company will ensure that the particulars that are sought in my question 4 and GEC's question 4 are included.  I don't think that's an unreasonable request.

     MR. O'LEARY:  We will do that but it may show up in the format of a response to CME.  So I'm combining the two answers.

     MR. POCH:  That's fine.  

Can we get an undertaking number for that, please?

     MR. O'LEARY:  With the exclusion, I should make it clear, that we will not be responding to CME 9(d), which relates to the question they have about the LRAM, which we say is just based on a factual erroneous position.

     MS. GIRVAN:  Can I add one thing to that, sorry, if you're doing this?  IGUA 1 is also quite a comprehensive -- what it is is they're proposing a table that takes the budget, the approved budget, actual budget, volumetric target, volumetric savings achieved.  So if you want to have a look at IGUA 1, that would help me.  I'd certainly 

-- I'm asking questions on behalf of IGUA and CCC today.  If you can sort of look and make sure that those elements are also included in that, that would be helpful.

     MR. RYCKMAN:  Our idea was to have one comprehensive table that would address the majority of needs, and if there are instances where we cannot provide information, we'll certainly address that in response as well.

     MR. POCH:  Okay, and just to clarify the business about LRAM.  I did have a chance to look at that aspect of CME's question.  I do appreciate the company’s difficulty because LRAM is not, in fact, forecast, but I take it you don't have a problem providing the LRAM information we've asked for, which was simply what was initially claimed and then adjustment -- what traditionally -- the first opportunity the company has to state what its LRAM claim is and then the subsequent order.

     MR. O'LEARY:  And that's fair, and I have to tell you we will respond to your question.

     MR. POCH:  Thank you.  So let's then get an interrogatory reference number for that.

     MR. BELL:  Yes, this would be Undertaking No. 

JT1.13.

UNDERTAKING NO. JT1.13:  TO PROVIDE LRAM INFORMATION REQUESTED BY GEC AND IGUA QUESTION 1

     MS. GIRVAN:  So you will incorporate IGUA, the first

question of IGUA, into that, Dennis?  I think Mike said he would.

     MR. O'LEARY:  Yes.  We'll make best efforts.

     MR. BROPHY:  There may be -- I haven't jumped to IGUA and gone through it in detail, but there may be some pieces where they take one column and another and they're just doing some math.  So I may not include that in the table, but the info should be there if they want to do that.

     MS. GIRVAN:  Okay.

     MR. POCH:  Okay.  Question 5 seeks a clarification of what the phrasing "budgets devoted to DSM must be consistent with customer business needs" means.  What specific needs are you referring to?  

MR. GREEN:  I think when we’re talking about the customer and business needs, they're reflective of various market conditions and technologies, market players, certainly the needs for business customers to maintain their sustainable business, and the need of the utility to manage its business entity as a whole.

     MR. POCH:  So when you're referring to budgets, you're referring to your budget to conduct DSM, first of all, am I correct there?  Just to make sure we understand what this phrasing is about.

     MR. GREEN: Yes.  That's -- yes.

     MR. POCH:  So I take it, and all you're saying is that your budget must be adequate for you to be able to assist your customers?

     MR. GREEN:  Your term of "adequate," I think that's a reasonable statement.

     MR. POCH:  I'm sorry?  That is ...?

     MR. GREEN:  That's a reasonable statement.

     MR. POCH:  Okay.  Question 6 refers to the list of utilities you've provided in your evidence, where you've compared -- you've taken some comparisons, or taken some comfort from what they're doing.  

And I'm wondering, we've asked here for further information that may be available about their spending.  I appreciate you may not have all this or it may not be really obtainable, but can you provide whatever information you do have?

     MR. BROPHY:  The information, and I guess this is (a),

(a) through (f), is I guess -- which question are you on?  6?

     MR. POCH:  Yes, I'm on question number 6, (a) through (f).

     MR. BROPHY:  I did take a look at (a) through (f) in relation to table 2 in our evidence.  And that table comes from a SWEEP report which is included in our evidence.  And so all the information that we would have is in that report.  And when I did a review of (a) through (f), it didn't appear that a lot of that information was in there.

     So we wouldn't have anything that's not in that report that we filed.

     MR. POCH:  I'm sorry, which report were you referring to?

     MR. BROPHY:  Table 2 comes from the -- from the SWEEP report.

     MR. POCH:  I'm sorry, it's the one you've attached to your –-

MR. BROPHY:  Exhibit C, tab 1, schedule 3.

     MR. POCH:  Right.  And would it be your intention that either Ms. Tegen or Mr. Geller will be brought forward as a witness?

     MR. O'LEARY:  We haven't decided 

     MR. POCH:  So let's just clarify, then.  The extent of your knowledge about these utilities is just what's contained in the SWEEP report, and you're simply not able to provide me with any other information at this point without going and doing fresh research?

     MR. BROPHY:  That's my understanding.

     MR. POCH:  All right.  Thank you.

     MR. POCH:  Question 7 asks for -- question 7, parts A, B, and C, asks for calculations of what your proposed incentive would have earned you historically, expressed in different fashions.  I imagine this is one where you're getting this question from a lot of parties.  Can I assume it's best answered by way of written response to the collective group of questions?  

     MR. BROPHY:  We can undertake to provide that.

     MR. BELL:  All right.  That will be Undertaking 

JT1.14.

UNDERTAKING NO. JT1.14:  TO PROVIDE AN ANSWER TO QUESTION 7, PARTS A, B, AND C

     MR. POCH:  And that's to answer 7A, B, and C.  And

can we turn to 7D.  

“Is Enbridge aware of any gas utility in

North America that receives a DSM shareholder incentive as large as either a percent of DSM spending, a percent of total revenues and/or a percent of total profits as it would have been eligible for in fiscal year 2006 if its currently proposed mechanism were in place today?”

     MR. BROPHY:  I'm sorry, you're referring to our proposed incentive --

     MR. POCH:  Yes.

     MR. BROPHY:  -- mechanism?  Because it's in relation to the net, it's the RC, which I don't think was in the list.

     MR. POCH:  For the sake of answering this question, let's assume that you achieve your hundred percent target, your hundred percent goal, for 2006, as in your 2006 plan as approved by the Board.

     MR. BROPHY:  So, again, I'm a little unclear.  You're now asking us about our 2006 incentive mechanism or the one we are proposing?

     MR. POCH:  No, I'm asking you to -- if your incentive mechanism that you proposed in this case were applied to your fiscal 2006 hundred percent goal, it would be possible to calculate what that number is, I take it.  That's fairly simple math?  And we're asking if you're aware of any gas utility in North America that receives a DSM shareholder incentive as large expressed in any of the ways we've listed as that?

     MR. BROPHY:  I can't speak in absolute dollars what other utilities in North America have, but I can say, if you look at percent of TRC as a way to incent a utility, regardless of whether the actual was our ‘06 numbers or more or less, there's approximately 80 utilities in North 

America -- actually, Ontario alone -- that I'm aware have an incentive mechanism like that.  

     MR. POCH:  I think we're speaking at cross-purposes. 

Your proposed incentive mechanism, which has various percentages ramping up, depending on how large the

TRC is in actual dollars; correct?  I'm sure we’ve got them.

     MR. BROPHY:  Yes, perhaps we can even turn to that

page, and it would be helpful.  I'm just looking for the page in the evidence.  I believe it's Exhibit B, tab 2, schedule 1, page 11.

     So on that table, if you look at -- you know, our approximate TRC forecasted in 2006 was, you know, about $150 million.  So I think it was 148 or 147, but, you know, about 150.

     So if you look at the incentive that would be achieved this year, if we used the incentive mechanism we're proposing in the generic hearing, it would give us about $6.5 million, of which the one that was approved in our ‘06 rate case gives us about 6.7 million.

     So it's in the same ballpark.

     MR. POCH:  So that's what I'm asking; that number, 6.7 million, are you aware of any utilities that, when that's expressed as a percent of DSM spending, first of all, or as a percent of total revenues, second of all, or as a percent of total profits, are you aware of other utilities that do as well with those metrics?

     MR. BROPHY:  I haven't done that comparison.

     MR. POCH:  Okay.  Question 8:  

“Do you consider low-income programs to be market transformation programs either as a matter of approach or in terms of how they should be

treated from the perspective of shareholders' incentives?”

     MR. GREEN:  Our position, low-income programs may be either market transformation programs or traditional resource acquisition programs.

     MR. POCH:  My understanding is that low-income programs by their nature tend to be resource acquisition programs.  So if you could give me an example, hypothetical or otherwise, of a market transformation approach, that would be helpful to us.


MS. SQUIRES:  At our last consultative meeting, I think in the presentation that I provided, I gave some examples on the low-income side.  The traditional resource acquisition type programs, we currently have a TAPS program that is directed at low-income households. 

      Similarly, we have what we consider a low-income program.  We're doing these energy forums where we are providing information on how to save energy in households that are being done within low-income households within the City.

     MR. POCH:  And when you say “similar”, I think you're actually not meaning similar.  You’re saying in contrast.  The second example you gave, that would be a market transformation approach; is that correct?  

     MS. SQUIRES:  Exactly.  That's correct.

     MR. POCH:  Thank you.  Can we have provided your budgeted actual spending for DSM each year since 2000?

     MR. BROPHY:  I think we can undertake -- if it's not included in that mother of all tables we were just talking about, then we'll undertake to provide it.

     MR. POCH:  Let's give it a number, and obviously you can combine them if it is.

     MR. BELL:  It will be Undertaking JT1.15.

UNDERTAKING NO. JT1.15:  TO PROVIDE EGD’S BUDGETED

ACTUAL SPENDING FOR DSM FOR EACH YEAR SINCE 2000
     MR. POCH:  Thank you.  

Now, Mr. Shepherd touched on what you're proposing for the LRAM, and I wanted to follow up just a little in the context of question 10 here.

Do I now understand correctly that it is Enbridge's proposal, as indeed I understand it's Union's proposal, that for LRAM you will fix assumptions at the start of the plan period, and you are proposing to clear the LRAM based on the fixed assumptions at the start of a plan; you're not proposing to clear it based on updated or best available assumptions at the time of clearance?

     MR. BROPHY:  That is the current rule for Enbridge, and we're proposing that that remain.

     MR. POCH:  Right.  Then I take it that maybe that's the current rule in the book.  This came up in the recent hearing, but I think at this time you agreed that that's, in fact, not your current practice; correct?

     MR. BROPHY:  Well, I've indicated, not just on LRAM but many other fronts, that any stakeholder can come forward after the Board sets a rule and ask them to have a variance from that.  So I guess if we do vary from that or, as a group, all stakeholders vary, then, you know, we could ask the Board to do that.

     MR. POCH:  No, I understand that.  I'm just saying, as a matter of practice -- well, not looking forward, just up to today, you mentioned that the LRAM rule on the books literally is that you fix assumptions, but as a matter of practice, I take it that the company has been clearing the

LRAM on the most recently available data available at the time of the clearance, or available at the time of the audit.

     MR. BROPHY:  It's not a matter of practice; I wouldn't say that.  But through settlement agreements there has been variation from that rule. 

     MR. POCH:  All right.  And you're proposing in future, though, that you will fix input assumptions and clear on the basis of the fixed assumptions.  Correct?     


MR. BROPHY:  You know, subject to the same kind of -- you know, if there's a settlement agreement --

     MR. POCH:  Well, let's just be clear about this. 

You're proposing to clear the LRAM program annually --

     MR. BROPHY:  That's correct.

     MR. POCH:  -- in the middle of a multi-year plan, and you're not proposing to have any formal process, settlement process for that, are you?  Or are you not?

     MR. BROPHY:  No, the process that I defined earlier to the Board Staff’s question of clearing the accounts annually in that time frame does provide stakeholder input.

     So we could choose to have that earlier so that there's nothing once we send it in.  Or we could deal with it at that time.

     MR. POCH:  All right.  You're absolutely right.  You did refer to that earlier.

     Turn to question 11, with respect to lost opportunity markets and programs.  

First of all, do you believe that, as a rule, or as a general practice, lost opportunity markets or programs should have a higher, equal, or lower priority than discretionary retrofit opportunities?  

     MR. GREEN:  In reviewing the question, Mr. Poch, discretionary retrofit, and I say “discretionary retrofit markets or programs” hasn't been a term that Enbridge has used in its evidence, but with respect to the first part or part (a) of question 11, in general, it's our opinion that the lost opportunity should not be prioritized any differently than any other type of program.

     In any given year, however, these programs, they may play a greater or a lesser role than other types of programs, depending on the market conditions.

     MR. POCH:  All right.  So I think we can skip to question (c), then.  

     What kind of conditions are you referring to that, in your view, should lead to greater or lesser emphasis on lost opportunity programs?  Or is it simply a matter of the availability of capturing it in a particular year?

     MR. GREEN:  Well, I think our level of emphasis is going to be -- for the lost opportunity programs, is going to be based on factors, changes in the marketplace, market share, the opportunity for leverage, and partnership without a market player, or certainly the expressed customer need.

     MR. POCH:  Okay.  And I'm going to skip question (d) in light of your answers thus far.

     Question 12:  

“Does Enbridge know of any utilities that have both shareholder incentives for performance and no specific performance targets?”

     MR. BROPHY:  I believe I may have answered that in one of my previous answers, that in North America and, in fact, Ontario alone, there's approximately 80 utilities.

     MR. POCH:  All right.  And apart from that example, are you aware of any others?  And you're referring to the municipal -- the LDCs, electric LDCs in Ontario, I take it, first of all?

     MR. BROPHY:  That's correct.

     MR. POCH:  Apart from that, are you aware of any other examples?

     MR. BROPHY:  I don't have other examples at this time.

     MR. POCH:  All right.  Now, there's been some discussion of this already.  You've indicated you have planned to assess rate impacts with RIM tests.  I think earlier you said that the RIM test would not act as a hurdle.  Are those the words you used?

     MR. BROPHY:  That's correct.

     MR. POCH:  All right.  Were you proposing that any particular level would be an alarm bell level or act as a constraint?

     MR. RYCKMAN:  Not at this time, no.  Once again, it's to provide another perspective on the effectiveness of the overall portfolio.  We didn't have a management line in the sand, if you will, at what point a program should be undertaken or not.

     MR. POCH:  You indicated earlier that it might inform prioritization in assembling a portfolio.  Did I understand that correctly?

     MR. RYCKMAN:  I'm assuming there could be, yes.

     MR. POCH:  Well, then, does that imply that the RIM test could constrain the size of the portfolio and the budget for the portfolio?

     MR. RYCKMAN:  Yeah, we haven't proposed it in that way.  What we are proposing is that we'll include the results of the RIM test when we come forward with our plan, and then the Board can consider that in the context of all the issues that it has to consider.

     MR. POCH:  All right.  And just touching on question

(b), then, I take it you would agree that increasing the breadth of programs can be one strategy to ameliorate or mitigate the impact of a particular RIM test result that's of concern?

     MR. RYCKMAN:  Providing an ability for customers to participate in the program so that they could experience bill reductions could be considered, absolutely.

     MR. POCH:  Thank you.  I wanted to -- question 14 -- well, let me just read it:

      
“Enbridge appears to suggest that changes to 

assumptions used in DSM plans for customer projects would apply only prospectively.”  

What does this mean?  Specifically, what custom project assumptions would Enbridge propose be locked in?  For example, would per-participant savings or per-participant incremental costs be locked in?

     MR. BROPHY:  Sorry, are you done?

     MR. POCH:  Yeah, I'm done.  

MR. BROHPY:  You're moving things around.  I was wondering if there's a subtle message there.  

MR. POCH:  No, I’m just -- Mr. Neme has pointed out to me that you may have answered this in your evidence.  He's going to try to find it for -- 

     MR. BROPHY:  I was going to point you to Exhibit B, tab 3, schedule 1, page 8.

     If our incentive mechanism is accepted as proposed, then that's the table we're planning to use.

     MR. POCH:  All right.  And just referring to that table, then, wherever it says "actual," it is not, in fact, locked in.

     MR. BROPHY:  That's correct.

     MR. POCH:  Thank you.

     Question 15.  In your list of documents that will be

filed with the OEB, you don't include a planned evaluation list of activities.  Is our understanding correct that that means - in fact, what it appears to mean - that you are not proposing to file evaluation plans as part of your three-year DSM plan?

     MR. BROPHY:  I don't believe that that's correct.  I think what we're proposing is that there's no minimum requirement for evaluation plans.  But I would mention that what the company's proposing for its incentive mechanism, if it's approved, the company would want to ensure that its DSM portfolio was as healthy and productive as possible.

     So, the onus would fall on to the company to undertake these normal business activities.

     MR. POCH:  All right.  So can I take it, then, that the company is intending to do evaluation, to develop an evaluation plan, and is intending to file it routinely at the beginning of each three-year cycle or multi-year cycle?

     MR. BROPHY:  We would be looking to do evaluation where appropriate.  I can't guarantee that we'd be looking to file that every plan.

     MR. RYCKMAN:  But if we were undertaking it, it would

be included in the plan, and would be a topic of debate at that time.

     MR. POCH:  So if you do have an evaluation plan, you will file it, but you're not committing to have an evaluation plan?

     MR. RYCKMAN:  That's fair.  We'd come forward with the evaluation that we think is appropriate.

     MR. POCH:  No, I appreciate that you've been clear that you wish to determine what evaluation is appropriate and necessary.  And I assume you would document that determination of what you plan to do in an evaluation plan as part of your business planning cycle.

     MR. RYCKMAN:  That was the intent, yes.

     MR. POCH:  Right.  So I am just asking if you're agreeing that you will file the plan, the evaluation plan, with the Board as part of the three-year or the multi-year process, even if that plan says, We don't have any plans to do evaluation.

     MR. RYCKMAN:  That's fair.

     MR. POCH:  So that the answer's yes?

     MR. RYCKMAN:  Yes.

     MR. POCH:  Okay.  Great.  You've indicated that you -- in referring to question 17 now, you've indicated that all assumptions were to be reassessed within the duration of the multi-year plan.

     How would you determine whether you can do such reassessments internally or whether they will include independent third-party market research and/or evaluation?  Do you have any practice that you're proposing in that regard? 

     MR. BROPHY:  I think, generally speaking, we would look to third parties to conduct that activity, where Enbridge does not have the internal expertise to conduct such an activity, or where, you know, the scope and resources required to do such is prohibitive to Enbridge.

     MR. POCH:  You've made clear that you wish to control and decide when it's appropriate to engage stakeholders in consultation.  Do you have any criteria that you're proposing for how you would make such a determination?

     MR. BROPHY:  That's your question 18 you're reading?

     MR. POCH:  Yes, it is.

     MR. BROPHY:  Enbridge hasn't developed any specific criteria.  However, if our proposed framework is approved by the Board, including the incentive mechanism, then it would be in Enbridge's best interest to consult with stakeholders that can enhance the effectiveness and results of our DSM portfolio.

     MR. POCH:  We will leave it there.

     Question 19, with respect to market transformation. 

You stated that market transformation targets are neither needed nor proposed, but at page 17 in your evidence you suggest that market activities need to be "successfully undertaken in order to be eligible for the incentive."  So let's just get this a little clearer.

     Are you proposing that your market transformation efforts need to be successful to obtain payment of the performance incentive?

     MS. SQUIRES:  What we're proposing is that our market transformation activities must be carried out as indicated in the plan.  So these are the activities we've proposed, in order for us to be eligible for the incentive.

     MR. POCH:  So there is no test of success, there's just simply a test of whether you have --

     MS. SQUIRES:  Delivered.

     MR. POCH:  Done the activities that you said you were

going to do?

     MS. SQUIRES:  That's correct.

     MR. POCH:  All right.  Question 20:

“Does Enbridge believe that per-unit savings, per-unit incremental costs, and/or per-unit free-rider rates can be affected by program design?”

     MS. SQUIRES:  Yes.

     MR. POCH:  And just so we can understand that, is it possible, if not likely, that per-unit savings from a condensing furnace promotion would be different under a program in which the utility targeted marketing to high users than under a program which was marketed more broadly?

     MS. SQUIRES:  That's possible.

     MR. POCH:  And another example:  Is it possible, if not likely, that free-rider rates for an efficient water heater would be different under two programs that were identical, except that one provided very small incentives and the other provided very large?

     MS. SQUIRES:  We recognize that all those variations are possible.  Our approach is proposed under the expectation that some variations will occur on the upside, some variations will occur on the downside, and that the expectation is that we will average them out.

     MR. POCH:  All right.  

Michael, when did you want to break for lunch?

     MR. MILLAR:  Yes, I think probably now is an appropriate time, Mr. Poch, unless you'll be only a few more minutes.

     MR. POCH:  That's fine.

     MR. MILLAR:  Do you have an estimate of how much longer you'll require?

     MR. POCH:  I'm 20 questions through my 34.  And I think I've been at it for just about 30, 40 minutes?

     MR. MILLAR:  Something like that.  As I mentioned to some of you, I think that we'll be moving downstairs for the next portion of the Technical Conference.  The 5th floor hearing room is available and it has much better light and has a bit more room.  I think we’d all be more comfortable down there.  


And, again, since our time is still a bit short, I'm proposing a one-hour lunch, so we'll meet back at 1:30 on the fifth floor.

     MR. POCH:  I wonder there's any benefit in canvassing the balance of the intervenors as to their time estimates.


MR. MILLAR:  I think that’s probably a good idea.


Brian?


MR. DINGWALL:  We've got 59 questions.  Mr. Brophy indicated that there might be one of them at least that they'd be wishing to answer by undertaking.  If there are others that they'd be more comfortable answering by undertaking, that would be something that I would encourage you to communicate to me, and that might affect the timing.  But at least an hour.

     MS. GIRVAN:  I'd probably be a half an hour, in that there are some of my questions too that have either been asked but also I'll try to identify by way of undertaking in terms of dates.

     MR. ROWAN:  Thirty minutes.       


MS. McLAUGHLIN.  We'll be 20 or 30 minutes.

--- Luncheon recess taken at 12:28 p.m.

--- On resuming at 1:57 p.m.

     MR. MILLAR:  Okay.  Ladies and gentlemen, I think we're good to go.

     MR. POCH:  We left off before lunch, where we were just going to turn to question 21 on the GEC list of interrogatories.

     I won't read the whole question.  We're basically asking for Enbridge's sense today of what it would propose as an annual budget, and perhaps I could even jump ahead to the sub-question, which is implicit, which is, what are the considerations that you feel are appropriate in determining that?

     MS. SQUIRES:  The short answer is that we can't give you a number, and we think it would be imprudent, I guess, for us to put a number out on the record that hasn't been fully vetted through the outcome of this generic process as well as an analysis of, for example, our potential study, which isn't final, as you heard.  So we're not prepared to put a number out at this time.

     MR. POCH:  All right.  So are you seeking from the Board any guidance in terms of, in this generic stage, how the budget should be set?

     MS. SQUIRES:  Of the process by which the budget should be set?

     MR. POCH:  Yes.

     MS. SQUIRES:  We are seeking approval for the process that we've laid out in our evidence.

     MR. POCH:  All right.  Can you give me a sense of what you feel are the appropriate considerations that should be brought to bear in proposing and the Board agreeing to a budget?  I mean, I'm thinking of, for example, size of market opportunity, manageability of ramp-up for you, rate impacts.  Those are three that come to mind for me.  

     MS. SQUIRES:  I believe the considerations in preparing for the grassroots budgets we've laid out in our evidence.  If I can take a few minutes I might point them to you but --

     MR. POCH:  Yeah, please do.  That might help.

     MR. POCH:  If it will help, we're looking at Exhibit B, schedule 1, page 32.  I don't know if you were looking at anything else.

     MS. SQUIRES:  I don't think at this point I have anything to add to what we've laid out.  That's on page 32, and section 2, DSM budget, we've identified a few examples of factors that impact spending levels that would be considered for any individual year that we set a budget for.

     MR. POCH:  Okay.  Let's move on.

     At question 22 we're just asking for your best estimate, or best forecast, at this point of the EPESDA for 2006.

     MR. BROPHY:  That relates to the electric DSM material we talked about earlier, so, because it's really at a start-up stage, I can't really give you an estimate of that, but being that it is in a start-up, I wouldn't expect any, you know, net revenues to be significant in 2006.  

MR. POCH:  All right.  Question 23, we're asking for, well, let me -- let me read the question:  

“Do the companies believe that evaluations of specific measures and programs should be included in their totality, summarized, or not addressed in all evaluation reports in the new process?”

     MR. BROPHY:  So this is separate than -- we're getting back to the evaluations that the company does?

     MR. POCH:  Yes.  You've indicated your preference is to determine what evaluations to do, from time to time.  And we're asking when and how and to what extent they'll be made available.

     MR. BROPHY:  I believe that was answered by Mr. Ryckman earlier, and correct me if I am wrong, but I believe that the answer was that if we're coming forward with a plan, and we've done evaluation activities to make changes that are related to that plan, then we would file those at that time in support.

     MR. POCH:  Then we should back up and be clear.  My understanding from the conversation with Mr. Ryckman earlier is we were talking about the evaluation plan, that is, the plan of what evaluations you would do, and I asked if that would be tabled at the outset of the period, and he indicated that that was currently your intention to do so.

     MR. RYCKMAN:  Correct.

     MR. POCH:  All right.  So now we're looking at the actual evaluations that ultimately get done.  And you've indicated that if you seek to rely on one of those evaluations to change an assumption mid-term or in the next period, you're going to file in support of that change, and you're indicating yes?

     MR. BROPHY:  Yeah, I believe if we're making a change because of evaluation, we'll be coming forward and that will help support the reason why we want to make that change.

     MR. POCH:  I'm concerned about all the other evaluations which don't lead you to propose a change.  Will you be committing to table those, make them available publicly, and if so, at what time?

     MR. BROPHY:  I think those evaluations that we do on the company's portfolio are at a normal course of what the company would consider its business.  So it would be -- once those are done, it would be at the company's discretion whether or not to provide those.

     MR. POCH:  So, for example, if you did an evaluation study which found your free-rider rate was significantly different than what the study finds is an appropriate free-rider rate, you're saying it would be in your discretion whether to disclose that or not to intervenors and the Board?

     MR. BROPHY:  I guess if it's a specific study, say, to inform, to provide some input to the guide, and we came forward in a multi-year plan saying specifically we want to do this free-ridership study, which are generally larger in nature, then I believe it would be a subjective topic at that time, whether the Board expected us to submit that or not, and we'd have to make a decision at that time.

     MR. POCH:  All right.  So you're not prepared to commit at this time that evaluation reports be made public.  You're going to leave that to the Board, when it receives your evaluation plan at the beginning of a three-year term, to direct you as to whether or not the evaluations pursuant to the plan are to be tabled?

     MR. BROPHY:  And which ones are relevant; that's correct.

     MR. POCH:  All right.

     MR. POCH:  Turning to this question of attribution, you've proposed that the central role test -- and you've indicated that could include partial funding of a program.  Does it matter how much of a program's funding is provided by the utility?  The example we give in the question is this 24(a): 

“Would 10 percent of total funding be receive to claim 100 percent of the benefits?”

     MR. BROPHY:  Funding's only one component of a successful program, so I don't think there is a specified number …

     MR. POCH:  So you're saying it's conceivable in certain circumstances that 10 percent could be sufficient as part of a central role.

     MR. BROPHY:  It could be possibly we provide 10 percent but the other value we bring would cause it not to happen if it wasn't for us doing that.

     MR. POCH:  Right.  You've also indicated the central role could be achieved if you were -- initiated a partnership, and the question we have, this is 24(b), if the company initiated a partnership several years ago but no longer provides any significant support to the program, is that sufficient to claim centrality and a hundred percent of the benefits, and if so why, and for how long?

     MR. BROPHY:  In the rules proposed in our evidence, initiating a partnership is one of the indicators for the company to claim a central role.  So it is possible for the company to claim a central role for that.

      However, in each multi-year plan, when we come forward we would be stating what we're planning to claim for that time period.  So we'd have to make a judgement at that time for each plan put forward if we're going to make adjustments based on what we had in our previous multi-year plan filing.  So I can't answer specifically whether we’d do that every year or not, but we have the opportunity to.

     MR. POCH:  When we get to -- presuming the Board reaches a conclusion that's generic, and you come forward with an implementation plan for the coming three years, at that stage you'll be laying out what your various programs are, including how you've arrived at a proposed attribution, and you're saying then that gets frozen in place?

     MR. BROPHY:  In the multi-year plan, we'd be coming forward with our programs and the attribution that we believe we should get for each of those, and that will be locked in for the length of that program.

     MR. POCH:  All right.  And so do you have any -- if you came forward -- is it conceivable you could come forward this fall with a proposal to be considered central in a program where you are no longer providing any considerable support but you initiated this program perhaps five years before?  Does that meet your test?  And would that be something you would bring forward seeking the Board to deem you as having a central role?  Or do you need to be anticipating that you're remaining a significantly active participant?

     MR. BROPHY:  Seems like it's a theoretical question that might happen this fall, so I'm just getting a little lost in, I think, the question.  Maybe you can rephrase it.

     MR. POCH:  Do your roles as you're proposing to the Board, do your roles with respect to the centrality role, go so far that you could, within the limit of your roles, come forward to the Board at the start of a three-year period and say, Here's a program we initiated three years ago or two years ago and it's running along fine; they don't really need us at this point.  Or we're involved in some minor way, but because we initiated it, we want to get credit for it in the coming three-year period.

     Is that a possibility?

     MR. BROPHY:  The company could decide to bring forward a scenario like that in a future plan, but that would be in a plan brought forward to the Board, and there would have to be a decision at that time.

     MR. POCH:  All right.  Now, I think you've already answered 25, if I understand correctly.  You do take the position that you are -- the Board's issues list allows you to seek approval of the input assumptions in the draft DSM Handbook in this phase of this proceeding?  


MR. BROPHY:  That's correct.

     MR. POCH:  All right.  Well, we may seek clarification from the Board on that.  But in case you were right, then I'd like to ask a follow-up, which is, please provide, by way of written response -- take your list of assumptions that you've filed, and for each assumption indicate either a reference to when it was -- it's been previously approved, either in one of your cases or Union's case, and I see that this is a blend, so that would help us a lot to have that sorted out.  And for any assumptions that were not previously approved, please provide all the evidence that you relied upon or that is available to you to support that assumption.

     MR. BROPHY:  I believe that, as you mentioned, this is a common guide, but there certainly are programs in there that relate to Enbridge and programs that we bring forward, so I certainly can undertake to do the ones related to ones that we would be pursuing.

     MR. POCH:  Okay.  Well, obviously I'll be asking this question in some form tomorrow of Union, and obviously it's an area where we expect that utilities would co-operate in that you've proposed this jointly, in any event.  So with that caveat, I'll take that as a written undertaking.

     MR. BELL:  Okay.  That will be Undertaking JT1.16.

UNDERTAKING NO. JT1.16:  GED QUESTION 25:  TO PROVIDE BY WAY OF WRITTEN RESPONSE A LIST OF APPROVED ASSUMPTIONS; FOR NON-APPROVED ASSUMPTIONS, TO PROVIDE ALL EVIDENCE RELIED UPON FOR PURPOSES OF THAT ASSUMPTION

     MR. POCH:  Turning to question 26.  With respect to DSM -- can you tell me how many FTEs are currently devoted to DSM at Enbridge, full-time equivalents?

     MR. O'LEARY:  Mr. Poch, I guess the concern we have with all of question 26 is that it seems to go well beyond the nature of this proceeding.  Something more akin to what you would ask in a rate case.

     So we're just trying to understand the --

     MR. POCH:  The relevance?

     MR. O'LEARY:  Where this could be going.

     MR. POCH:  This, again, goes back to the same issue that Enbridge has raised a concern about the extent of staff resources committed to the regulatory process, to consultation or what have you.  And so we're trying to get a fix of the numbers of staff and what their responsibilities are.  And then this is really related, in turn, to question 27, which goes further and talks about how the proposal will impact that.  But we felt we needed a baseline so we could get a sense of how significant the impacts would be.

     I don't think it's onerous here.  We're just asking for the number of FTEs.  You know, give us a list of them.  And I understand, correct me if I am wrong, that while you have a lot of field staff out there that are, you know, delivering the programs, one presumes that we don't need a list of every one of those.  We could get some statistical analysis of that.  But it's really the head office staff that we're concerned with here.

     MR. O'LEARY:  I, for one, still don't understand how it's going to be helpful for the Board to provide any sort of framework guidance in this proceeding.  And you have to understand, Mr. Poch, it's not just a question of how much work is involved in answering question 26.  It's the aggregate of all these requests --

     MR. POCH:  I appreciate that.

     MR. O'LEARY:  -- that have questionable relevance.  Maybe in the context of 27, is there something of a more general nature you could ask?

     MR. JACKSON:  Can I comment?  I think that one of the issues, Dennis, is the issue of the O&M, and the O&M largely related to FTEs.  And basically that is an issue as to what is an appropriate level of O&M to spend on a program, and I'm now talking about the indirect.  So is it not reasonable -- and I think there is some evidence in here that we had some FTE numbers.  So I think it's reasonable to ask about that from that perspective.  Not a list of staff, but just a level of FTEs.  I think that's a fair, reasonable thing.

     Sorry, I'm trying to back you up here.

     MR. POCH:  No, that's fine.  I appreciate it.  I should just say to counsel...

     I should just be clear, Mr. O'Leary.  Our motivation is not so much to set the rate -- well, it would help in assisting -- in proposing of the rate budget range which, while I gather you're not proposing a particular budget range in this proceeding, the other utility is, so that issue is on the table.

     But from our perspective, that's even secondary to the basic question, which is about addressing the position Enbridge has put forward, which is that what you view as the disproportionate amount of time devoted to certain activities which you're asking to streamline.  So we'd like to get a sense of what the baseline is so we can understand your position and we can address it.

      So I think it's pretty squarely central to this case.

      If there's some aspect of this in particular that you're finding onerous, I appreciate that, then please identify that and we'll see if we can whittle it down.

     MR. O'LEARY:  I'm still having difficulty understanding how a list and a description of the FTEs and what they're doing presently is going to be of any assistance to the Board.

     MR. POCH:  Well, if it turns out that five of your staff are spending 20 percent of their time on regulatory matters and you can avoid a third of that, that would give us some scale of what the benefits are.

     MR. O'LEARY:  You're asking some streamlining questions in 27.  

     MR. POCH:  Yes.

     MR. O'LEARY:  And the panel, I believe, is prepared to respond to those questions.  And maybe you'll find the answers to that are sufficient.

     MR. POCH:  Okay.  Well, perhaps if we were simply to amend 27 to say:  In each case, in addition to giving the labour saving and dollar saving, you also indicate what proportion of your head office staff time that is.  That would help.

     MR. O'LEARY:  Why don't we try and answer 27.

     MR. POCH:  Let's skip ahead to 27 and see if we can do it that way.

     So in 27, we ask you to estimate the labour, the FTE, and dollar savings that the utility anticipates will result from the streamlining to have DSM process that is currently -- that it is currently proposing.  Specifically, how much will be saved annually or reassigned, freed up, to engage in other tasks?

And we ask you in six categories, and we ask, in answering this, to provide an explanation of the estimates, including any analysis and assumptions that you used in developing your estimates.

     And the first is eliminating targets or pivot points. 

     MR. BROPHY:  Maybe just to save some time, when you look at the list (a) through (f), I haven't had a chance to compile those numbers, obviously, or go through this in detail, given the number of questions, but if you are looking for, you know, labour, FTE, and dollar savings for (a) through (f), I think we can undertake to provide that on a best-efforts basis.

     MR. POCH:  All right.  Let's get an undertaking for that.  It will be JT1.17?

     MR. BELL:  Correct.

UNDERTAKING NO. JT1.17:  TO PROVIDE LABOUR FTE AND DOLLAR SAVINGS FOR GEC QUESTION 27 (A) THROUGH (F)

     MR. POCH:  Then to try to incorporate our concern arising from 26, would it be asking too much to ask you, in answering that question, that you also provide an indication of what proportion of your head office FTE and budget, any savings you identify, is.  Just so we can understand how significant that is as compared to your labour complement as well.

     MR. BROPHY:  My understanding of 27 is labour FTE and dollar savings as it relates to our DSM area.

     MR. POCH:  Yes.

     MR. BROPHY:  And so I'm getting a little confused when -- Mr. Bourke just brought up a good point in that, I think I can answer it in relation to our DSM staff, but he has raised a good point about, you know, we've got Dennis's time sitting here today, and we've got others, the Board Panel that sits through these proceedings, and, you know, your time.  So if we can contain it just to say, our DSM staff, I think that might be reasonable, although it will be simple to answer.

     MR. POCH:  Certainly let's get it with respect to DSM staff.  I think -- perhaps it's not too much to ask -- can we get a sense if the company has any estimate if there will be any FTE or dollar savings for the regulatory budget apart from DSM, since that's certainly central to the position you're taking; is that fair?  Is that going to be manageable?

     MR. BROPHY:  You're talking, say, about our legal counsel and, say, Robert's time, Mr. Bourke’s time sitting here?

     MR. POCH:  Whatever costs you've identified that would be saved from these various steps here that we've enumerated.

     MR. BROPHY:  We can make an attempt to include that ancillary -- but with the understanding that it's not going to be broad in what I mentioned, the Board's time --

     MR. POCH:  Well, obviously there could be costs that are borne by other parties that you're not in a position to evaluate.  I appreciate that.

     I just ask in answering the question, then, that you simply identify where the savings arise.

     MR. O'LEARY:  Yes.  The area as opposed to the expected amount, because I think coming up with an amount in many of these areas is going to be difficult.

     MR. POCH:  We just ask you make your best effort.

     MR. BELL:  Mr. Poch, just for clarity, do you mind offering a suggestion on what this undertaking should be called?

     MR. POCH:  Estimate of savings arising from variation streamlining steps.

     And perhaps one way to deal with question 26 is just to get the answer to the very first one, which I imagine you could provide me right now, which is just how many FTEs are you on the DSM front in Enbridge right now?  That would give us a rough sense of scale at least without getting into individual job descriptions.

     MR. BROPHY:  I don't have that current number with me.

     MR. POCH:  Can we just get that number?  I think that would be helpful, and that, I assume, is not onerous.

     All right.  Let's get that as JT1.18?

UNDERTAKING NO. JT1.18:  TO PROVIDE AN Estimate of savings arising from variation streamlining steps; TO PROVIDE ANSWER TO GEC QUESTION 26(A)
     MR. POCH:  And that's the answer to 26(a).

     MR. O'LEARY:  Mr. Poch, just again, I'm coming back to the concern I have about the relevance of it.  You're assuming that if there's a streamlining, that perhaps some full-time employees will be let go, whereas it could all be an assignment to undertake further DSM activity.

     MR. POCH:  In fact, I assume the latter.

     MR. O'LEARY:  So there will be no savings, in fact, but you may find that the results are better than they would be under the current regime.

     MR. POCH:  We fully understand that.  In fact, if you look at the wording in 27, we specifically saved annually or reassigned.  We appreciate that that would be the intent.

     MR. O'LEARY:  Well, the answer back that may be zero in terms of savings.

     MR. POCH:  Well, but no zero in terms of reassignment, is what you're saying?  

     MR. O'LEARY:  My concern is -- 

     MR. POCH:  Saved or reassigned?

     MR. O'LEARY:  -- what are we doing.  We're entering into an exercise that is really not that meaningful in terms of trying to come up with a number.  What I’m saying is we should be identifying those areas where there will be savings and reassignments but to try and come up with a dollar value is really of no assistance.  But to compare it to the number of FTEs that are apparently engaged in DSM is of no value to anyone.

     MR. POCH:  Well, I think the company is whole -- one leg of the company's case is that they feel that streamlining will be of considerable value to the company to free up staff and resources to reassign and better achieve DSM.  I think we've asking for some attempt to pinpoint that, to nail it down a bit, to quantify it.  So I think it's an entirely reasonable request.  

I appreciate in some cases it would be very difficult for the company to put anything other than a range on this.  They may not be able to do that in some cases, but at least you'll be able to identify, and whatever information you can provide, I think, will be helpful to us understanding.

     MR. O'LEARY:  Just moving on, subject to those concerns.  We will respond as indicated.

     MR. POCH:  Thank you.  

Turning to question 28.  You had provided a table, a series of tables with respect to table 6 that provides TRC and SSM values.  And just to be perfectly clear, in 2000/2001, the SSM was a settled amount as opposed to arising, strictly speaking, out of a calculation.   We just want to know that in your graph there, you used the settlement amount, or if you used some other number.

     MR. RYCKMAN:  The actual SSM line is the settled or Board-approved amounts.

     2004 and 2005 are unaudited and we haven't cleared anything in respect to those.  And 2006 is a forecast.

     The actual TRC line, it's my understanding that 1999 through 2003 are the audited results, and 2004 is an unaudited result.  2005 and 2006 are estimates.

     MR. POCH:  Thank you for that.  

Now, turning to question 29, which is the process, you talked about this earlier today, for review of assumptions, you say that assumptions are only to be reviewed in preparation for a subsequent three-year plan.  In addition:

"It is proposed that Board Staff manage the process for updating the DSM Handbook in a manner where any updates are approved prior to the start of the new, multi-year plan."

And you gave us a little information about timing earlier, and we wanted to delve into some specifics here.

     First of all, can you flesh out a bit how this would operate, what the role of the different parties would be?  I think we're -- perhaps we've been misled by your phrase "Board Staff to manage."  Perhaps not.  What specifically would the Board's role in this be?  Would they only be a court of appeal if there isn't a resolution?  Would Board Staff have any decision-making power, for example?

     MR. BROPHY:  I think this is similar to some of the processes we talked about earlier today, in that, you know, the Board would, if they were to endorse this streamlined and efficient process, then the Board Staff would, you know, lay that process out.  Certainly, if there's any disputes over values, then I would see that the Board would have to make a decision on that.  But even if there weren’t any disputes, basically the Board would have to accept that those are the adequate values.

     MR. POCH:  I specifically should ask, are you asking Board Staff at any point to propose a resolution, or are you simply asking them to be managers of the process and that the company -- as I understood you earlier today, the company will table a proposal; intervenors can counter.  Presumably there's room for some discussion between these parties analogous to an ADR, and any resolution -- or either resolution that the company agrees with or the company's original proposal will go to the Board?

     Or is Board Staff being called upon to play Solomon?

     MR. BROPHY:  I think it's the first.

     MR. POCH:  Okay.  Can you give us an indication of what information you propose to make available at that time for that review?

     MR. BROPHY:  If we were the ones providing the information, as one of the stakeholders to Board Staff to make a change to an assumption, then I would see either there would be some calculations or a study that would back that up.

     MR. POCH:  All right.  And is this review to be part of the rates case; or, if not, who would receive material and be eligible to participate in this discussion?

     MR. BROPHY:  The way I envision it, and that's the way our evidence is, it's not going to be the rate case.  We're trying to remove the amount of time we spend on DSM from our rate case.  As you know, our last rate case was about 40 days.  I think about 13 percent of it was DSM for an $18.9 million budget in DSM.

     So we're trying to separate that from the rate case.

     MR. POCH:  Okay.  So it's not in the rate case.  So would it be intervenors in the last rate case or any parties?  Who can be involved in this process?  What's the methodology for it?

     MR. BROPHY:  My understanding would be that any stakeholder would have the ability to propose either a value or to say that they don't agree with --

     MR. POCH:  I guess I'm trying to understand a little more of the mechanics.

     Three years from now or two years from now you're proposing a change, perhaps.  Who's going to get notice of that?

     MR. BROPHY:  Well, I think that question will get examined in the hearing, and I would ask Board Staff to suggest what they think is reasonable, but one option is if people were to, you know, submit their names as being interested in that, then they might get notice automatically.  I'm not sure exactly.

     MR. POCH:  They don't have a hard proposal for that right now.  You're open to that suggestion?

     MR. BROPHY:  Right.

     MR. POCH:  And do you imagine the participation of stakeholders being funded or some stakeholders being funded in that exercise of vetting assumptions or new assumptions?

     MR. BROPHY:  I would see it being similar to the other administrative functions that the Board undertakes that are outside of a rate case.  I'm not sure what the current rules are on those.

     MR. POCH:  So, again, you're looking to the Board for guidance on this.  You don't have a proposal to put up; is that fair?

     MR. BROPHY:  Yes.

     MR. POCH:  All right.  And again, you've indicated that if there isn't a -- well, first of all, let me ask, do you imagine this simply occurring through an exchange of documents or would you be proposing meetings, or do you have any sense of how this would operate at the time?

     MR. BROPHY:  In the truest sense of a streamlined process, I would see perhaps proposals going in with the backup information.  If somebody had an issue with that, they'd submit their position and whatever backup they have to back up their position.  So I would see it being written.  You know, again, it would have to be determined based on what the issues were.

     MR. POCH:  All right.  And assuming that at the end of the day the company isn't persuaded by the wisdom of some stakeholder, and there is a difference outstanding, a difference of opinion outstanding as to what the correct assumption or what have you is, you've said it would then go to the Board.  And do you have a proposal for how the Board should -- the vehicle through which the Board should resolve that?

     MR. BROPHY:  I don't think it's too much different than what's happened historically, where the Board takes the information that's been provided by the stakeholders and makes a decision based on that.

     MR. POCH:  All right.  And I guess I've been -- even to the question that was written there, I've been kind of collapsing two different stages here -- well, the potential start of a new three-year plan, or an update assumption in the middle of the plan.

     Can I just be clear:  Your answers that you've just given, were they all, assuming this is in anticipation of the new multi-year plan, or would any of that process apply to a changed assumption partway through a plan?

     MR. BROPHY:  I think that process is outlined clearly in our evidence in that for assumptions we're putting forward for our multi-year plan, that those get locked in at the beginning.  If there are new assumptions partway through that haven't been vetted, then that could be inserted into an annual process I just described.

     MR. POCH:  All right.  Now, turning to the audit process, question 30.  We're trying to just get very clear on what you're proposing here.  And we made reference to past RFPs describing the scope to hire auditors that lists a number of potential tasks the auditors might carry out, and we've listed them through there 1 through 7.

I just wanted to run through that and see, in your proposal now, which of these would or would not be included in the -- I guess it's an annual audit you're proposing?

      So “Review participant tracking procedures for accuracy.”

     MR. BROPHY:  I think, as the question indicates, this is a list of potential tasks that we look at to discuss with an auditor for consideration.  So it's just that.  When you look at the company's evidence, it clearly indicates, you know, what we intend to do as part of the audit.

     MR. POCH:  With respect, it wasn't clear.  That's why I thought I'd just get a yes or no as to whether or not these are definitely included, definitely not included or within the dissension of the company.  I think those are the only three possibilities in this case.  So can we just run through that quickly and do that.  So “Review participant tracking procedures for accuracy.”  

    MR. BROPHY:  Yes, I believe that's consistent when we say check the accuracy of a utility's tracking system.

     MR. POCH:  So that would be a mandatory inclusion, then, I take it.  Number 2 is to: 

“Determine whether input assumptions are accurate and adequately documented.”

     MR. BROPHY:  For the ones that are pre-approved.  In the process we just discussed, the role of the audit is to make sure that we use the assumptions that were approved.  So it may be a little different than what you --

     MR. POCH:  All right.  So you would limit it to ensuring that assumptions previously approved by the Board have been used.  Would that be a better wording?

     MR. BROPHY:  That's correct.

     MR. POCH:  All right.  And I guess question number 3 gets at the point that you're making.  

“Identify any assumption that should be modified.”  



Would that be in the role of the audit?

     MR. BROPHY:  That’s an evaluation activity and not part of the role of an audit.

     MR. POCH:  All right.  



“Identify key areas of uncertainty in the 



assumptions.”

     MR. BROPHY:  That, again, is a role of evaluation and not part of the audit.

     MR. POCH:  Okay.  



“Identify any future evaluation or research work 


that is needed.”

     MR. BROPHY:  Same answer for that one.

     MR. POCH:  Okay. 

“Verify that savings and LRAM calculations are accurate.”

     MR. BROPHY:  That would be within the audit.

     MR. POCH:  All right.  And:

“Reviewing program evaluation studies conducted in support of the evaluation report.”

     MR. BROPHY:  If they're done to support the evaluation report, I thought we would make that available to the auditor.  But the distinctions I’d like to make is that it’s not intended to change the assumptions that were pre-approved at the beginning of the plan.

     MR. POCH:  Right.  So let me just understand, then, for what purpose would this be produced for the auditor?  

     MR. BROPHY:  An example of 7 that we'd include in the audit doesn't come to mind right now.

     MR. POCH:  Turning to question 31, if the auditor finds inadequate information to support a savings claim, what process then happens?  Let's say you're after the first year in a multi-year plan.  

     MR. BROPHY:  Well, I think it's really the current process that we have right now, where if an auditor finds inadequate information, then they would come to the company and flag that and ask them to go back and try and get that information.  And we'd undertake to do that.

     If, for some reason, that can't be done, then the auditor generally uses their best judgment in providing what they think the recommendation should be.  And then that's included in the audit report that we'd end up filing for clearance.

     MR. POCH:  All right.  So you're going file that for clearance, and I take it you're leaving it in the Board's hands to decide what process, if any, to put in place before the Board says, Okay, clear the account.

     MR. BROPHY:  At the end of the day, the Board is the body that approves a clearance of those accounts.

     MR. POCH:  My apologies.  You might have made a recommendation in here, and in all the paper I've lost it.

     Are you making a specific suggestion to the Board as to how they should -- what process, if any, they should employ, say, after the first year before clearing the account?  Or have you been silent on what process the Board should apply?

     MR. BROPHY:  Are you talking about the time line of when we would file at this point, when we would look to 

get --

     MR. POCH:  No, I know you've indicated a time line.  But I can't recall, frankly, if you've made any proposal to the Board as to a process for how the Board should vet that, should it call and seek input from intervenors, what have you.  Have you made a proposal in that regard?  I apologize.  You may have.  I just --

     MR. BROPHY:  I think the process I outlined earlier today does include some opportunity for consultation.

     MR. POCH:  Turning to question 32.  We're trying to get -- let me just explain here, because some of the jargon is a bit difficult.

     We're distinguishing between evaluations and the evaluation report itself.  The evaluation report, to my understanding, is, typically it's been a summation of your results and hasn't included the specific evaluations per se of particular measures or programs, what have you, although it obviously is informed by them.  

So, with that in mind, what we're after here is what your actual spending has been on monitoring and evaluation, excluding that next step of pulling it together into an evaluation report and participating in the audit process and so on.  But just the first step of doing the actual evaluation and monitoring.

     MR. BROPHY:  I guess it would depend on the definition of evaluation, because from my understanding of it, I don't think we could give you those costs, because you look at certain studies we do to evaluate our current portfolio and to look to what we might do in the future, like a potential study, you know, is that, you know, within valuation?  And it's very difficult to kind of draw the line.

     MR. POCH:  Well, we're trying to draw it here, however unsuccessfully, but we've tried to exclude that forward-looking research.  We're not including that.  We're just looking for the hard evaluation and monitoring of existing programs.  If we can get a sense of what you've been spending, finding what you've had to spend to do that.

     MR. BROPHY:  I think that's done as -- often as a course of our regular program work.  So some of that would be within the fixed costs of the programs.  So I don't think it would be something that we could go and dissect into a separate …

     MR. POCH:  Then could you just give us an indication of how much you've spent on external evaluators in the last -- in that four-year period, in a five-year period, I guess it is, and give us some estimate of how much of your staff time -- and I appreciate from what you've said it would obviously be the very difficult.  Is it half a person's time that you think they spent on this, or a quarter or what?  If you could just -- so we could just get a ballpark of what that is.

      And I've done 2000 to 2004.  Probably 2001 to 2005 would be a better criterion. 

MS. SQUIRES:  The concern that we have is dollar parts of evaluation studies that we do that we could easily pluck out the costs of over history.  In addition to that, there are the kind of studies that Mr. Brophy was referring to that are buried in the program costs, which are a little more difficult to pluck out and put under the category of evaluation.

      And then there is yet another category of research or work that is done in the company.  And an example that comes to mind is the company's annual residential market survey, which we've mentioned from time to time in various proceedings.  It's something that is not done by the DSM group; it's not covered by DSM costs.  And yet we draw from the results of that study a number of items that contribute to our estimates of free ridership, to our estimates of any number of things, that we -- that I would categorize as evaluation material.  But yet it's not an evaluation study, it's not an evaluation report.

     So those are very difficult to pinpoint, and therefore any number we come up with, I believe, would understate how much is spent and how much effort is put into evaluation work.

     MR. RYCKMAN:  I would also say there is an additional challenge because some of the work is done by contractors, so where do you draw the line?  If they're gathering data, that's part of a monitoring process that gets collected and rolled up.  There’s also work of the sales force where they’re out working on projects.  So, once again, it’s embedded in a lot of other activities and hasn't been tracked in a manner that would allow us to do that.

     MR. POCH:  Let me just try limiting that, then, just to the one you said which you could pluck out, and I appreciate you'll provide this with the caveat that this is just one aspect of the evaluation work.

     Could we just get how much you've spent, for the most recent five-year period that's convenient, on just external evaluation of existing programs?  And I appreciate it might be appropriate for you to reiterate that, in addition, you spent staff time and you draw it from a number of other sources.  But can we just get that, at least?       

MR. BROPHY:  I think that we can undertake to attempt that on a best-efforts basis.

     MR. POCH:  As always.

     MR. BROPHY:  Knowing that it's probably understated, given the reasons we've indicated  

MR. POCH:  JT1.18, I believe.  19?

UNDERTAKING NO. JT1.19:  TO ADVISE HOW MUCH EGD HAS SPENT IN THE MOST RECENT FIVE-YEAR PERIOD ON EVALUATION OF EXISTING PROGRAMS

     MR. POCH:  Okay.  Question 33, we're dealing with the mid-term plan amendments potential, and you've suggested that the burden would be on ratepayers, if a ratepayer is proposing to change things, to demonstrate that undue harm could occur as the threshold.  And so this is a question about the process.

      The first question is how would ratepayer interests be in a position to learn of and evaluate the acceptability of assumptions and programs in a changing environment 

mid-plan?  How are you proposing that intervenors would be informed of what you’re learning?  How would intervenors and stakeholders be kept informed of what you are learning?

     MR. BROPHY:  I think there are many different avenues for stakeholders to make that assessment.  One is, you know, the day-to-day public information that often comes up, and I use the example of Mr. Warren this morning bringing a newspaper in and entering that as evidence.

     There's a lot of material out there that isn't just material that Enbridge reads.  So that would be the first opportunity.

     The second opportunity would be that we are proposing to clear accounts on an annual basis, which includes things like providing an audit and other information.

     So there's a window there to, again, look at how the company's doing and information there as well.

     MR. POCH:  But just to be clear on that, I thought that you said earlier that you wouldn't necessarily disclose evaluation reports unless the Board had in advance told you that they expected you to disclose a particular evaluation report.  Is that correct?

     MR. BROPHY:  That's on evaluation reports.  But even, you know, from an audit itself, when you look at an audit result, there generally are some explanations on why a program is doing worse, which could -- if, say, building codes change and we can't provide savings in an area, and fall short in an area, then we'd generally refer to that reason.  If we do much better, then we generally provide that too.  So there is information in that process.

     MR. POCH:  I guess I'm a little confused, because earlier in question 30(3), we specifically asked if the auditor would be identifying any assumptions that should be modified, and you said no.  And you also said that they wouldn’t identify any uncertainty in assumptions.  So that's why I'm asking this question which, you know, really is what could trigger this concern on the part of stakeholders, other than the Globe & Mail, as Mr. Warren relies on.

     MR. BROPHY:  Or perhaps it was the National Post.

     MR. RYCKMAN:  The New York Times.


MR. O'LEARY:  It was Frank magazine.

     MR. POCH:  You understand the underlying concern here that we're at?  It's just a question of, you're setting up a test that would presumably require some evidence, and I'm just wondering where that evidence is going to come from.

     MR. BROPHY:  Well, perhaps I can just finish my answer, and then -–


MR. POCH:  Sure, sorry to interrupt.

     MR. BROPHY:  -- answering it to your expectation, and we can try and clarify it.  So I went through two areas that are potential to provide information to stakeholders.      
The third is I think we've indicated that we're planning on continuing stakeholder consultation, not as a mandate, but I think it's in the best interest, if our framework is approved, to have these conversations ongoing in a way that could improve our portfolio if we're, indeed, getting rewarded on the healthier our portfolio is.  So that's a third area that I think is possible.

     MR. POCH:  Okay.  Let me just ask you, then, question B, paraphrased, is what does this undue harm test amount to?  Could it be possible to define it in terms of dollars or percentage impact?  Can you give us a sense of what you're proposing in that regard?

     MR. BROPHY:  I don't remember whose question it was this morning where I think I answered this exact same question.

     MR. POCH:  You may well have.

     MR. BROPHY:  Hopefully I'll give the same answer.

     We are not proposing a specific threshold that you would say it's undue harm or not.  It would be up to the Board, similar to past processes, for an individual to come forward and demonstrate to the Board that they should be making a mid-course change in what they had already decided on.

     So I think it will be up to the Board.

     MR. POCH:  It's coming back to me.  That does sound like the same answer.  I guess it's something other than the New York Times test.  But you can leave that up to the Board.

     Let's turn to question 34.  Is it possible for you to give us a sense of which of your programs you're considering, lost opportunity programs in which you're considering -- the phrase we've used, which is discretionary retrofit; that is, resource acquisition programs that aren't of the lost opportunity variety.

     MR. GREEN:  If your question is, as short as it was, Mr. Poch, if it’s problematic because of the -- discretionary retrofits is not a term that we use.

     MR. POCH:  I appreciate that, and that's why --

     MR. GREEN:  So with respect to the rewording, I'm wondering, on the record, that we get that written down to understand your definition of discretionary retrofit.  Then we can go away and do this list of lost opportunities.  But with respect to preparing all of the interrogatory responses, I think we tripped on it, if you will.

     MR. POCH:  That's fine.  It's a term of art, although I think it means what -- the ordinary plain meaning of it, but that doesn't really matter.  All we're really saying is, could you give us a list of the programs and measures that you do believe are of the lost opportunity type, the balance of which we can decide what they are.  We don't have to label them.

     MR. GREEN:  Yeah, I think we can get you a list that we would categorize as lost opportunities.

     MR. POCH:  That would be helpful.  Great. 

     MR. BELL:  Actually, that will be Undertaking JT1.20.

UNDERTAKING NO. JT1.20:  TO PROVIDE AN ANSWER TO GEC
QUESTION 34

     MR. POCH:  Right.  And I believe that will be all of our questions.  Thank you very much.

     MR. MILLAR:  Next? 

     MR. DINGWALL:  CCC, then CME?

     MR. JACKSON:  I've been sitting a long time.  


MR. POCH:  How long are you going to be, Roger?


MR. HIGGIN:  I repeat, 13 minutes.

     MS. GIRVAN:  I'm going to try and be really fast.


CROSS-EXAMINATION BY MS. GIRVAN:


MS. GIRVAN:  First, what I'll do is I'll start with IGUA's questions.  Vince DeRose asked me to put their questions on the record.

     MR. BELL:  We're going to give that Exhibit No. KT1.4.

EXHIBIT NO. KT1.4:  IGUA’S QUESTIONS TO EGD

     MS. GIRVAN:  Okay.  And then CCC's will be 1.5?

     MR. BELL:  Correct.

EXHIBIT NO. KT1.5:  CCC’S QUESTIONS TO EGD

     MS. GIRVAN:  Thank you.  In the first question, and we discussed this briefly when I interjected this morning, there's a number of statistics that IGUA would like in one schedule, and I know that you're preparing some sort of summary schedule.  So I think what we really want at this point is a commitment that that information will be provided in the context of those summary schedules that you've committed to, I think, CME and SEC?  Is that okay?

     MR. RYCKMAN:  Yes.

     MS. GIRVAN:  You've looked through that?

     MR. RYCKMAN:  Oh, have I looked through these items?  No, I was saying yes based on our response this morning.

     MS. GIRVAN:  Okay.  Our preference would be to have these on one schedule, but I think that the second choice would be as long as we're assured that this data is included the answer of somebody's question.

     MR. RYCKMAN:  Yes.  To use Mr. Brophy's term, we'll look to provide the mother of all tables, and this is a good starting point.  To the extent that there aren't elements that we can respond to, we'll note that as well.

     MS. GIRVAN:  Okay.  I think you should likely be able to respond.

      Okay.  Question number 2 is:

“For each of the years 2000 to present, please set out the allocation of the budget and the SSM payout by rate class.”  


And I'm not clear, once again, whether that's been asked so far on a rate class basis.  I don't think it has.

     So would you be prepared to provide that in an undertaking?

     MR. BROPHY:  I think we can agree to that on a best-efforts basis.  I don't know if we can go back to 2000.

     MS. GIRVAN:  Okay.  Well, we'd appreciate if you could do what you can on that.  So it's the DSM budget and the SSM payout by rate class.  

Do you want to mark that, Michael?

     MR. BELL:  Yes, that will be Undertaking JT1.21.

UNDERTAKING NO. JT1.21:  IGUA QUESTION 2:  TO PROVIDE FOR EACH OF THE YEARS 2000 TO PRESENT THE ALLOCATION OF THE BUDGET AND THE SSM PAYOUT BY RATE CLASS

     MS. GIRVAN:  Okay.  The next question is:

“Please provide a detailed explanation of all inquiries made to your shareholders and/or senior management that relate to the level of incentive required by the shareholder to continue DSM programs.  Where these requests were made in writing, please provide those requests, and where they were made orally, please provide a summary.”

     MR. O'LEARY:  Julie, I'm going respond to that one, and this response would be applicable also to questions 4 and 5.  And just given the time involved, we're not in a position today to actually give you a response.

     MS. GIRVAN:  I realize that, yes.

     MR. O'LEARY:  But, that being said, we will ultimately provide you with a response, but we want to reserve the right to include in that response a possible objection to some or all of the information or documentation that's requested.

     So we just haven't had time to go beyond trying to respond to those questions that we can’t answer today, and we'll get back to you as soon as possible.

     MS. GIRVAN:  Okay.  I appreciate that, just in the interests of trying to move this forward, I think that's fine.  But it is information that we will be requesting.  If you could do your best efforts to provide it, that would be useful.

     MR. BELL:  Did we want a separate undertaking number for each of those questions?

     MS. GIRVAN:  I don't know.  It's your numbering system.

     MR. BELL:  Okay.  We'll give them separate ones.  Question 3 will be JT1.22.  Question 4 will be JT1.23.  And question 5 will be JT1.24.

UNDERTAKING NO. JT1.22:  TO PROVIDE AN ANSWER TO IGUA QUESTION 3

UNDERTAKING NO. JT1.23:  TO PROVIDE AN ANSWER TO IGUA QUESTION 4

UNDERTAKING NO. JT1.24:  TO PROVIDE AN ANSWER TO IGUA QUESTION 5

     MS. GIRVAN:  Thanks.  And I think the interest here, I think it is a very relevant point to the proceeding and to have the document sooner rather than later, I think, would be useful.  Thank you.

     MR. O'LEARY:  Just so we're clear again, we're not saying that we necessarily agree that all aspects of these questions are appropriate or relevant.

     MS. GIRVAN:  I realize that.

     MR. O'LEARY:  There may, in fact, be a claim of confidentiality required with respect of some of this, or maybe some of this shouldn't be here at all.  But we'll provide you with a response with that caveat.

     MS. GIRVAN:  It seems to be typical of some things we’ve had in the past relative to other issues so I just wanted to make that point.      

Okay.  Question number 5.  You've included that as well in --

     MR. O'LEARY:  Yes.

     MS. GIRVAN:  Okay.  Thank you.

“It is IGUA's understanding that any and all pay-outs made pursuant to the SSM will flow directly to Union's shareholders.  Please confirm that this is correct.”

     MR. RYCKMAN:  That would be EGD's -- I believe you said Union.

     MS. GIRVAN:  Oh, I’m sorry.  You know what?  I'm reading off, actually, the wrong page, but they're duplicates so there we go.  EGD.

     MR. RYCKMAN:  The SSM is a shareholder --

     MS. GIRVAN:  If IGUA's understanding is incorrect, please explain which parties other than EGD.  Okay.  We don't need to follow through on that.

     Number 7: 

“Please confirm that the operation of the DSM, O&M budget, the DSMVA, and the LRAM, in combination ensure that EGD is held whole for its respective DSM costs and do not suffer financial losses as a result of these DSM activities.”

     MR. RYCKMAN:  So under the current framework for DSM, the recovery of the O&M budget in rates combined with the clearing of the full amounts recorded in the DSMVA and the LRAM ensures that the company can recover its investment in DSM activities, absent any material differences between the design and the actual volumes.

     The revenue requirement calculation provides for a return on existing rate base and does not account for impacts that are difficult to measure and future-oriented.  Examples of this include the reduced demand for natural gas, increasing distribution rates, and diluting focus on the core business.

     MS. GIRVAN:  Okay.  Thanks.

     Number 8.  And this refers to your exhibit -- Exhibit B, tab 2, schedule 1, pages 6 and 8.  And you don't even have to look this up.  It's really the question of risks and EGD's identified that it faces risks as a result of its DSM activities.  And if you could just elaborate on those risks.

     MR. RYCKMAN:  Yeah, in this, there was a similar question by CME, I believe, question number 19.

     So an example of the risk that can occur is from the erosion of throughput and the need to recover fixed costs across a smaller unit base, so that's one of the examples that I just provided.

     But secondly, there's also the risk of receiving no incentive despite considerable effort and focus in this area.  So with the current structure, we could spend considerable amounts of time working on DSM and not receive any benefit despite robust results.  And examples of that are in 2004, and it also looks in 2005 that we're in a similar situation.

     So we spent the year, worked very hard, we provided considerable results in terms of TRC benefits and the shareholder is not receiving any recognition for that.

     Also, with the dramatic change -- thirdly, the dramatic change in the incentive year over year, it's very difficult to forecast with any accuracy what the potential SSM amount can be.  And so this really increases our risk of financial uncertainty.

     And then lastly we also had risk associated with clearance of the account.  So we go out, we do the work, we invest the required amounts, and then we have to recover those accounts at a later date, so there could be risk associated with the recovery of those if we look at one of the questions that Mr. Shepherd posed this morning about the flexibility of having a full three-year plan.  

Mr. Brophy touched on the fact that if we were accumulating all those amounts for three years and then looking to clear very large amounts, that would even increase our risk a little further.

     MS. GIRVAN:  Okay.  Thank you.  

     Okay.  This refers to the issue of fuel -- attribution of benefits.

     And the question is:  

“Please provide complete particulars of any reviews or studies, including internal or external studies/reviews, addressing the attribution of benefits.”

     MR. BROPHY:  IGUA asked a similar question in 

EB-2005-0001.  And the response was given, the response to their IR number 77.  We don't have anything more since that time.

     MS. GIRVAN:  Okay.  Thank you.  And just to follow up, I think you answered this, but list and produce all documents in EGD's possession pertaining to the issue of the attribution of benefits that do not yet form a part of the record in these proceedings.

     Are you saying that that's consistent with --

     MR. BROPHY:  Yeah, so it's there.

     MS. GIRVAN:  That's all you have.

     MR. BROPHY:  That's all we have right now, that I am aware.

     MS. GIRVAN:  Okay.  Thank you.  That concludes the questions on behalf of IGUA.

     Okay.  I'm going to go through CCC's questions.  I have to say that it might be a little bit redundant relative to what you've agreed to do this morning for others, so we can just kind of check that off as we go along.  

Question number 1 was asking you to provide the calculation behind your claim or the basis of a claim that EGD's DSM efforts have resulted in benefits of over a billion in net energy bill reductions?

     MR. BROPHY:  I think there was an undertaking this morning on the table that shows those cumulative benefits.  We undertook to provide the numbers behind that, so you may be interested in that.

     MS. GIRVAN:  And you can just assure me that you will address that in that context.

     MR. BROPHY:  We can provide the numbers that add up to that.

     MS. GIRVAN:  Okay.  And the other question is:  

“What has been the total bill reduction for a typical residential customer that's not participated in any of EGD's programs?” 

Can you provide an estimate of that?

     MR. BROPHY:  I think I'd have to undertake to provide that.

     MS. GIRVAN:  And I think I'd like to clarify, it's the bill impact of a –- for a typical resident.

     MR. HIGGIN:  Also talking about the difference between participants and non-participants.

     MR. BROPHY:  So actually, to make it even simpler, if you're not a participant, then you will not get the bill reduction.

     MS. GIRVAN:  No bill reduction.

     DR. HIGGIN:  So we know what the bill impact would be, then, of programs or not?

     MS. SQUIRES:  The rate impact would be the net impact on those customers.

     MS. GIRVAN:  I think that's what Roger is getting at.

MR. BROPHY:  Are you switching to another set of questions?

MS. GIRVAN:  No, he's just trying to clarify; he's helping me out in terms of clarifying this.  I think it is, what's been the total bill impact of a residential customer that's not participated in any of the programs?

     MR. BELL:  We'll mark that as Undertaking JT1.25.

UNDERTAKING NO. JT1.25:  TO PROVIDE THE TOTAL BILL IMPACT OF A RESIDENTIAL CUSTOMER THAT HAS NOT PARTICIPATED IN ANY OF THE PROGRAMS

     MS. GIRVAN:  Question number 2 has been covered off.

     Question number 3.  This is just a question that I'm trying to understand the logic between -- underlying your proposed SSM.  And the question is: 

“With respect to the proposed SSM, why would it be appropriate for EGD's ratepayer to fund $20 million in DSM and to pay EGD's shareholders a reward for achieving $2 million in TRC benefits?”

     MR. RYCKMAN:  The company's proposal is based on TRC benefits net of cost.  So, once again, it's not based on the total spend here, it's based on the benefits that are generated.  So it's directly related to those benefits.

     MS. GIRVAN:  Okay.  So if the $2 million was, say, $22 million.

     MR. RYCKMAN:  Then the incentive would be -- the quantum would be greater.

      So if I look at $20 million, if I use your example, if I had a $20 million spend and generated $2 million in TRC, I would generate an incentive that would be about $30,000 pre-tax.  So the fact that you've generated the little benefits, you've actually generated a little incentive at that point as well.

     So the incentive is structured in a manner that will incent us to pursue greater TRC benefits.

     MS. GIRVAN:  I understand your answer.  I'm not sure I...

     Okay.  If you turn to page 14 of your evidence, B, tab 2, schedule 1.  And I'm looking at -- let me just get it myself.

     If you could reproduce table 5 using the 2005 approved SSM for EGD rather than the 2006 SSM.  Possible?

     MR. BROPHY:  I'll undertake to do that.

     MS. GIRVAN:  Okay.  Thank you.

     MR. BELL:  Okay.  That will be Undertaking JT1.26.

UNDERTAKING NO. JT1.26:  TO REPRODUCE TABLE 5 USING THE 2005 APPROVED SSM FOR EGD RATHER THAN THE 2006 SSM

     MS. GIRVAN:  Okay.  And this is just a clarification:  

“In the years 1999 to 2003, EGD was rewarded between 4.8 million and 1.8 million through the SSM mechanism.  Please explain why there is a need on the part of EGD to now significantly increase any SSM payouts relative to the results achieved.”

     MR. RYCKMAN:  Again, the proposed incentive mechanism, the SSM, has been structured in a manner that will provide meaningful incentives and attract and maintain the focus of senior management.

     In 2004 and 2005, once again, it's anticipated that we won't receive any incentive, once again, despite robust results.  So that lack of incentive clearly indicates that the mechanism isn't working in its intended manner.

     MS. GIRVAN:  Okay.  On page 15, when I look at the results on table 6:

“Please explain why EGD is expected to receive an SSM payout of $6.7 million in 2006, or $150 million in TRC benefits achieved, whereas in 2004 EGD expects no SSM payout for $156 million in TRC benefits achieved.  Please confirm that EGD agreed to the SSM mechanism that's been applied to the 2004 year.”

     MR. RYCKMAN:  The 2004 was an escalation of 2003, and DSM, including SSM structure, was part of the package.  But the pivot point wasn't determined until some time after the budgets and targets were approved by the Board.

     So, once again, we didn't have the benefit of that pivot point information at that time.

     MS. GIRVAN:  But I guess my point is really that you've received, if you achieved $150 million in TRC benefits under one proposal, and 156 in another proposal, another mechanism, I just wanted clarification about why the payouts were so different.

     MR. RYCKMAN:  Well, once again, an incentive, if an incentive is zero, it doesn't provide much of an incentive; in fact, no incentive at all.  The 6.7 million is a forecast, so that's an assumption that we hit a hundred per cent of the anticipated TRC benefits in 2006, based on the Board-approved formula.  So that is just simply a number that's been calculated.

     MS. GIRVAN:  Okay.  If we look at the issue of fuel switching, and I'm referring to page 20, I think...  Sorry, page 20 is not the right reference, so I apologize for that.

“Would EGD support a mechanism to capture the impacts of fuel switching on revenue during a PBR plan in the same way an LRAM captures the effect of DSM lost revenue; if not, why not?  And if so, how would EGD propose that such a mechanism be employed?”

     MR. GREEN:  I think the short answer is, in fact, in the absence of a defined PBR model, I can't answer your question.

     MS. GIRVAN:  Okay.  I guess my question is, really, the logic behind an LRAM is to compensate the utility for potentially lost revenue, or the ratepayers, on the other side of it, to incorporate the impacts of your DSM.  So in fuel switching, if, in fact, what your fuel-switching activities are doing is increasing your revenue, would Enbridge support a mechanism to capture the effects of that?

     MR. RYCKMAN:  Could you define what you mean by “capture the effects”?

     MS. GIRVAN:  To capture the effects of the increased revenue; gained revenue versus lost revenue - I guess that's what I'm talking about - and flowing that back.

     MR. RYCKMAN:  The LRAM is typically in place to remove the disincentive to pursue greater DSM results.  When you look at added load-type programs, there can be a short-term benefit to the ratepayer for the activities over and above budgeted levels.

     After that, it's built into rates, and that's to the benefit of ratepayers for the term of -- the measured life of that load.  So, no.

     MS. GIRVAN:  So you don't support that.

     MR. RYCKMAN:  So we wouldn't agree to that, no.

     MS. GIRVAN:  The question number 8 is:  

“Please set out” –- 


And you talked a little bit about in this morning with Mr. Shepherd, and I don't want to bog it down with a description today because we're pressed for time.  But I would just like some further clarity about the existing arrangements you have with electricity distributors, if you could provide that, detailed components of those arrangements.

     MR. BROPHY:  I think I can tell you that we currently have an agreement to deliver the TAPS for Toronto Hydro that I mentioned earlier today.

     MS. GIRVAN:  Mm-hm.

     MR. BROPHY:  And what's called the Toronto Hydro DAP program as well, but the details of those agreements are confidential.

     MS. GIRVAN:  And why would they be confidential?

     MR. BROPHY:  They were deemed confidential by the Board in our '06 rates case.

     MS. GIRVAN:  And do you have any proposals to enter into any other arrangements with electric LDCs?

     MR. BROPHY:  I hope to, certainly.

     MS. GIRVAN:  But do you have any proposals at the moment?

     MR. BROPHY:  I've been talking to some LDCs, but I currently don't have anything else that's been agreed to.

     MS. GIRVAN:  Okay.  With respect to your electric program earnings sharing deferral account, it's just not clear to me all circumstances in which EGD may earn revenue for delivering CDM on behalf of a third party, such as electric LDCs.

     MR. BROPHY:  It probably is more clearly outlined when you go back to our '06 rate case, where the Board endorsed that.  But I can give you another Reader's Digest version from my perspective.

     That account was set up to provide sharing between the shareholders and ratepayers on an equal basis of any net revenues that comes from that activity.

     And those activities generally are parties such as electric LDCs are trying to achieve what they call CDM results, which is similar to the DSM on the gas side.

     So we are looking to undertake programs and services that would help them achieve results.

     MS. GIRVAN:  How do you determine that the net revenue -- you talked about revenue minus the costs of undertaking those activities -- how does Enbridge determine that, and how can the Board assess the reasonableness of that net revenue?  


MR. BROPHY:  It's just a mathematical equation where you take the revenues that come in, take the costs from it, and the net revenue's the difference.

     MS. GIRVAN:  Okay.  And what's the basis for the 50 percent sharing?

     MR. BROPHY:  Again, I don't want to go through the entire ‘06 rate case, but, generally speaking, we thought that that was an appropriate sharing between the company and ratepayers for that type of additional activity that the company planned to undertake.

     MS. GIRVAN:  Okay.  Question number 10 is, and I know you've said this before, but I'm still struggling with the concept of a comprehensive suite of cost-effective programs.  And I think Mr. Shepherd covered this to some extent this morning, about how you're going to determine which programs to pursue.  I just wondered if you could enlighten me at all on what that means.

     MR. BROPHY:  Well, maybe I can take a crack at the cost-effective part of that.

     MS. GIRVAN:  Yes.

     MR. BROPHY:  "Cost-effective" is judged based on the TRC tests that we understand.

     MS. GIRVAN:  I realize that.  What do you mean, comprehensive suite?  

     MR. BROPHY:  Comprehensive suite means when we look across our customer base, similar to the explanation Mr. Ryckman gave on optimizing our portfolio, that we try and provide a balance across those different needs.

     MS. GIRVAN:  Okay.  And is Enbridge opposed to any sort of allocation amongst the different sectors in terms of programs?  

MR. BROPHY:  We don't believe that setting quotas for different sectors is appropriate.

     MS. GIRVAN:  Okay.

     MR. RYCKMAN:  And when we come forward with our plan, it will have programs and there will be an ability to look at the customer groups that are able to participate in the program at that time.  So we don't support prescriptive spending levels for customer types.

     MS. GIRVAN:  Okay.  That's fair.

     Okay.  Question number 11.  Just looking at -- I'm struggling with how you're going to come up with your annual research funding and program development budgets.  So you're talking about an overall budget that you're going to have going forward, and it's not clear to me how you're, within that budget, going decide how much to spend on research and how much on program development.  

     MR. BROPHY:  I think that that -- well, those details will come forward when we bring forward our multi-year plan approval with our grassroots budgets.  It will indicate how much we think we need and why.

     MS. GIRVAN:  Okay.  There won't be any sort of formula saying you need to spend X amount per year on research. 

     MR. BROPHY:  No, we're not proposing any.

     MS. GIRVAN:  And program development.  Okay.  With respect to -- it says Union again; I apologize for that.  With respect to the market transformation efforts, does EGD see value in pursuing these efforts jointly, or coordinating them, with the OPA and Union and others?

     MR. BROPHY:  Are you on question 12?  I'm a little lost.

     MS. GIRVAN:  Sorry, 11.

     MR. BROPHY:  Oh, part 2.

     MS. GIRVAN:  It's the second part to the question, sorry. 


MR. BROPHY:  I think that's similar to an answer that was given this morning; that we'd look to partner on all our activities where appropriate

MS. GIRVAN:  But specifically, I guess, I'd like to understand what your efforts are going to be with respect to market transformation.

     MR. BROPHY:  We currently don't have any market transformation planned, details approved or proposed for our multi-year plan, so I can't --

     MS. GIRVAN:  So you do see a potential value in doing that; you just haven't established any sort of protocol.

     MR. BROPHY:  We would look where there are opportunities to partner where appropriate.

     MS. GIRVAN:  Okay.  With respect to the -- on page 31, this is question number 13.  With respect to the utilities that are listed there, can you indicate the year in which those multi-year plans were established and whether SSMs formed a part of those plans?  You can undertake do that later.

     MR. BROPHY:  I may be able to give the answer.  Let me just turn that up.  The mike's kind of in the way here.

     MR. RYCKMAN:  What's the reference for that?

     MS. GIRVAN:  Page 31, Exhibit B, tab 2, schedule 1, page 31.  It's a list of jurisdictions that have multi-year plans, and I just wanted to -- I guess I'm really looking for, in some respects...

     MR. BROPHY:  We don't have the information to answer that question.

     MS. GIRVAN:  So you have no idea?  Some of them could be several years ago or no longer on your multi-year plan or...

     MR. BROPHY:  That's possible.

     MS. GIRVAN:  Okay.  And you don't know whether, in each of those plans, there were shared savings mechanisms as part of those plans?  Is it coming from one of your studies?

     MR. RYCKMAN:  We don't have the information.  I believe that information came out of the SWEEP study, which is Exhibit C, tab 1, schedule 3, and that's the extent of the information we have.  It was published in January of this year, but we're assuming it's --

     MS. GIRVAN:  But you can't confirm that?

     MR. RYCKMAN:  No.

     MS. GIRVAN:  Okay.  Question number 14 really refers to whether EGD would support Union's proposed DSM budget on a percentage of distribution revenue.

     MR. RYCKMAN:  EGD supports a grassroots budget, so one that's developed based on the needs of the customers and the market that we serve.

     MS. GIRVAN:  So you wouldn't support that.

     MR. RYCKMAN:  No, we don't support a percent of distribution revenue.

     MS. GIRVAN:  Okay.  Question number 15 I'll just eliminate because you've said earlier this morning that you haven't looked forward in terms of an annual budget.

     MR. RYCKMAN:  That's correct.

     MS. GIRVAN:  Okay.  And I'm not sure -- maybe -- this is number 16, and I think you indicated you weren't prepared to answer this either.  But my point is, if you were restricted to a budget of $18 million for each year in 2007 and 2009, what do you think would be a reasonable volumetric savings target expressed in cubic metres?

     MR. RYCKMAN:  We haven't done the exercise, and I don't think it would be prudent to speculate.

     MS. GIRVAN:  Okay.  Thank you.

     With respect to allocation, attribution policies, I was wondering if you would support a policy that would determine allocation on a case-by-case basis.  And it goes back to some of the questions that Mr. Poch was asking.  And I just wanted to find out if you have any objection to supporting a policy that would determine allocation on a case-by-case basis.

     MR. BROPHY:  We do not support that.

     MS. GIRVAN:  Can you explain to me why not?

     MR. BROPHY:  Because the assumptions need to be known in advance in order for the company to focus its efforts appropriately, and a case-by-case basis means that that can't be done.

     MS. GIRVAN:  No, I guess -- no, the question really is you've said what your policy will be if EGD played a central role in the development of the program; you want 100 percent of the savings.  And I guess my point is, when you come forward with the plan that falls from this framework development, would you be opposed just to looking at each program that you're doing in conjunction with others and establishing an attribution level based on each individual case?

     MR. BROPHY:  We look at that criteria, and it is applied case by case, per program.

     MS. GIRVAN:  Okay.  I guess I understood it that your proposal is to be strictly defined to what the Handbook says.  And I guess what I'm saying is, would you be opposed to looking at each individual program?  There might be some variance from the Handbook.

     MR. BROPHY:  There are no programs in the Handbook.

     MS. GIRVAN:  No.  The attribution policy as set out in the Handbook.

     MR. BROPHY:  Yeah, so we would apply the attribution policy on a case-by-case basis when we come forward with the programs in our multi-year plan, which will follow.

     MR. RYCKMAN:  And if it was felt that it didn't fall within that policy or there were other things that needed to be considered at that time, that would be an opportunity to --

     MS. GIRVAN:  Okay, that's all I'm asking for.  Sometimes a certain situation might not fit strictly into your particular policy with respect to attributions.

     MR. RYCKMAN:  Yes.

     MS. GIRVAN:  So there might be a type of program that might be more complicated in terms of partnering.  I just want to make sure you're not opposed to looking at each on an individual basis.

     MR. RYCKMAN:  No, we're not.

     MS. GIRVAN:  Okay.  Thank you.

     Do you -- and I'm not sure if you have this, but we were looking at the role of the consultative and potentially the costs of the consultative.  Do you have that information for the various years?  Number 18:  

“With respect to the role of the consultative, please provide the following:  A cost of the consultative each year, breaking out stakeholder by organization, and the overall costs of the audit per year.”

     MR. BROPHY:  I think for the consultative that's just four numbers and I've jotted them down so I can just provide them to you.  It's pretty simple.

     For 2002, we're indicating that the costs were $34,374.

     MS. GIRVAN:  I'm looking back to 1997.  

     And you don't have them broken out by stakeholder?

     MR. BROPHY:  I don't think it's appropriate to break them out by stakeholder, or even possible.

     MS. GIRVAN:  Why?

     MS. SQUIRES:  Well, in any historical year, the way our accounting system is set up is that there's one line item for consultative costs, and unless we have recent records and invoices handy, which we might for the last couple of years, but certainly not that –

     MS. GIRVAN:  Well, if you could do a best-efforts to provide that.

     MR. BROPHY:  We can provide it on a best-efforts basis.

     MR. BELL:  We’ll give that Undertaking JT1-27.

UNDERTAKING NO. JT1.27:  TO PROVIDE, On a best-efforts

basis, A break-out, by stakeholder, OF the cost of the
consultative per year

     MS. GIRVAN:  Okay.  Number 19 was just how, I think, you think the current consultative could be improved and I think you've elaborated on that a fair bit this morning.  Is there anything else you want to add on that?  I think you said you're going to decide really, going forward, how that process is going to develop.  

     MR. BROPHY:  We're certainly looking for more engagement, proactively, from stakeholders that will help improve our DSM portfolio, if we get our framework approved.

     MS. GIRVAN:  The next is number 20, and I realize Mr. O'Leary was objecting this morning to some historical information, but I just think it would be useful to the Board and all intervenors to have a sense right now of your existing DSM programs.   We talk -- 

     [Off-the-record discussion]

     MR. MILLAR:  We can take our break right now.  15 minutes.

--- Recess taken at 3:30 p.m.

--- On resuming at 3:48 p.m. 

     MR. MILLAR:  Okay, thanks, everyone.  Let's keep on trucking.

     MS. GIRVAN:  I think I was at question 21 and I was halfway through that.  What we're looking for is the volumetric savings achieved since 1997.  We'd like to see that broken down by sector.  Is that something you're already committed to doing for someone else?

     MR. BROPHY:  This is...

     MS. GIRVAN:  21.

     MR. BROPHY:  This is 21?

     MS. GIRVAN:  Mm-hm.

     MR. BROPHY:  I think we can provide that up to 2004, anyways.  And again, that's unaudited, but...

     MS. GIRVAN:  Yeah.  And can you also include both the pre- and post-audit results?

     MR. BROPHY:  Sure, you mean the budget and then?

     MS. GIRVAN:  The budget broken down by sector, and including the pre- and post-audit results of savings.

     MR. BROPHY:  On a best-efforts basis, I think we can do that.

     MS. GIRVAN:  Okay.

     MR. BELL:  I'll assign that Undertaking JT1.28.

UNDERTAKING NO. JT1.28:  TO PROVIDE THE VOLUMETRIC SAVINGS ACHIEVED SINCE 1997, BROKEN DOWN BY SECTOR

     MS. GIRVAN:  And then the next question could be part of that.  It's the TRC benefits by rate class.  If that's possible.  That's included in what IGUA was asked for, I think.  Or maybe not.

     MR. BROPHY:  So the question is, to the extent possible, please provide the TRC net benefits for each of those years.

     MS. GIRVAN:  Yes.  By rate class.

     MR. BROPHY:  I didn't see that in the question.

  
I think that we're slicing and dicing the information so many different ways that it is becoming almost impossible to get all these done, and so I think we're reluctant to start -- you know, even though the one may seem doable, each individual one, when you add these up, it doesn't seem reasonable.

     So I think we need to look at why some of this information is needed, if it's even at all possible to...

     MS. GIRVAN:  Okay, well, I guess I'd just like to move on, but I'd like to say, if you could provide it on a best-efforts basis that would be really helpful.  Certainly from our perspective we think this is important.

     MR. BROPHY:  I think we can provide what the question we were given asks for.

     MS. GIRVAN:  Okay.  All right.

     MR. BELL:  All right, we'll provide Undertaking number JT1.29.


UNDERTAKING NO. JT1.29:  TO PROVIDE THE TRC NET

BENEFITS FOR EACH OF THE YEARS SINCE 1997

     MR. O'LEARY:  And, Julie, just before you move on, I don't believe you intended to skip over 20 unless you knew that our objection was coming and it scared you off.

     MS. GIRVAN:  No, I didn't, and I guess I did skip over that.

     And just to give them some context, I think it's important for the Board, and I think for intervenors, to have on the record in this case your existing programs.  And you filed in the last case your programs.  But we'd like to know, today, which programs are you pursuing, a brief description of those programs, and the volumetric savings that have been achieved for those programs.

     MR. O'LEARY:  I come back to some of the concerns expressed earlier about some of the questions that your predecessors have asked going beyond the scope of this proceeding, which we have interpreted as being a framework proceeding, and therefore we don't see the relevance of producing details of existing programs.  

If something in the 2006 rate case where there is a description of those programs is helpful to you, then you're certainly at liberty to add them to your filing and to --

     MS. GIRVAN:  I don't have a filing.

     MR. O'LEARY:  Well, you will have the opportunity to file evidence.  And at that point, if you say there's some portion of the 2006 filing that was put in, and was on the record, and you can establish some sort of relevance, then you're at liberty to do that.

     MS. GIRVAN:  I just think it would be important to have it on the record, and if you don't want to provide it, that's fine.  And maybe I can talk to Mike and Norm off-line, and we can work on exactly what that is.

     I just think it's important for the Board to know exactly what we're doing.  We often talk in the abstract.  And I think it's nice to have on the record real programs, and to be able to see how you divide those programs up between the various sectors.  So I'm not going to argue with you, but it's just our view that this process is trying to be helpful, trying to avoid questions that may arise during the hearing.  And certainly, I mean, we can go back and try to dig up that, but I just think it would be helpful to have it on the record, and have it on the record sooner rather than later.

     So I'll just leave it at that, and you can decide what to do.

     MR. O'LEARY:  Sure.  Just to fill out the record, we're not trying to be obstructionist here.  It's just that the programs that were approved for 2006 were the subject of a full proceeding, and there was approval of those programs, and so our problem is, why would you then put it before another panel?  Because those programs are not in issue.

     But your question, CCC's question, goes much further than that.  It asks the company to list all the volumetric savings achieved through that program.  And you're referring to each of the programs, for all the years that the programs have been in place.  So it's a substantial question.

     MS. GIRVAN:  All right.  Fine.  I think there are certainly some newcomers around the room, and that's fine.  If it's a really difficult thing for you to do, then that's fine, but I would appreciate if you could put on the record a brief description of the current programs.

     There may be variances in terms of changes to those programs from when you filed in 2006, and I think that's important.  So, as I said, I'm not going to argue with you about it, and we'll do our best to try to get it on the record.  I just feel that sooner rather than later would be more useful.

     The other thing that I'm interested in is, and you seem to be saying is that you have trouble with going back further than the year 2000.  It sets out -- what I'd like to see is a schedule setting out the budget per year, the program budget, and how much of that budget represents incentives.


MR. BROPHY:  Which question are we on?

     MS. GIRVAN:  Sorry, 23. 

     MR. BROPHY:  Knowing that there's going to be gaps, I think that we can provide that on a best-efforts basis.

     MS. GIRVAN:  All right, thank you.

     MR. BELL:  All right.  We'll give that undertaking JT1.30.

UNDERTAKING NO. JT1.30:  TO PROVIDE AN ANSWER TO CCC QUESTION 23

     MS. GIRVAN:  In number 24 what we were looking for was there were two programs that were discontinued by Enbridge, the water heater setback program, the water heater procurement program.  And I'd just like to get a sense of the volumetric savings achieved as a result of those programs.

     And the context is really that your results in various years, a large part of the results in earlier years were related to those programs.  And it's our view those programs could have been undertaken by the federal government or the provincial government.  So I just wondered if you had that data.  


MR. O'LEARY:  To be consistent with our position elsewhere, is the question, despite what you've just said, Ms. Girvan, the relevance of programs that have been discontinued several years ago now, for the purposes of this framework proceeding, which is trying to develop a framework looking to the future.

     MS. GIRVAN:  I realize that.

     MR. O'LEARY:  If you want to make an argument that somebody else should be doing that, I don't believe you need to have the volumes from programs that are now discontinued.

     MS. GIRVAN:  I realize that.  That's actually not my point.  My point is that these programs were in place.  We've got historical data setting out savings from year-to-year.  I'd like to get the sense of the savings that were attributable to those programs.  That's all.

     MR. O'LEARY:  We're just trying to minimize to what's reasonable the responses here.

     MS. GIRVAN:  I realize that.  So I'm asking you if you would make the effort to get me the data, and if you object, then I'll take note.

     MR. BROPHY:  I think historical results are in the same basket of all the questions that were discussed earlier today.  Thus us the two programs within the basket of, you know, some of the other requests that have been given so I don't understand the relevance.

     MR. O'LEARY:  So we don't think a response is appropriate.

     MS. GIRVAN:  So if we want the data, we have to wait 'til cross-examination?

     MR. O'LEARY:  Well, you would have to establish to the panel's --

     MS. GIRVAN:  Okay.  That's fine.  I understand.  I'll try to give these guys a call and see if I can get the information.

     Okay.  To move on, I think that we -- I'll move on to number 27.  And I'd just like a list of the research projects that have been undertaken since 1999 to determine DSM program input assumptions, an inventory of those research projects. 
     MR. BROPHY:  There was undertaking, I understand, this morning, on some assumptions relevant to what we filed in this case.  So that's kind of the current assumptions.

     MS. GIRVAN:  Mm-hm.

     MR. BROPHY:  I don't remember what it was.  Maybe we can get that undertaking later, but it sounds similar, except this is now asking to even go back, the assumption we currently have were in the guides, but now things that were assumptions previous years that we no longer use.

     MS. GIRVAN:  We're trying to get a sense, really, of what's involved in terms of assessing input assumptions, trying to get a sense of how much, you know, in terms of the different activities that you've undertaken in the past, and I think this is important in terms of context.  I think some of the people around the table would agree with me.  So are you saying to me that you're not going to provide this information?

     MR. RYCKMAN:  Would it be possible to have a look at the response to the undertaking that we have given and see if that meets your needs?

     MR. POCH:  I can assist, I think.  The undertaking this morning was for all of the assumptions that are in the tables.

     MR. RYCKMAN:  Yes.

     MR. POCH:  Where they're previously approved by the Board, simply provide us the reference to what, you know -- where and when, whatever.  And with the new ones to provide us the goods, as it were.

      And I understand this request is not specific to any one of these assumptions; rather, if I understand correctly, Julie, you're asking for simply a list --

     MS. GIRVAN:  Yes.

     MR. POCH:  -- of the various studies that you've commissioned over the years in support of assessing assumptions.  And I think, from my perspective, it's a very different request, which is something we would find useful too, just to understand the extent of effort that goes into this and so on.  I think that ...

     MR. BROPHY:  If you're looking for the types of material that would go and, say, back-up an assumption, then what was agreed to this morning should provide you that.

     But to go back in time to try and find information that backs up assumptions that are no longer valid or used, I think, is going to be quite problematic.

     MS. SQUIRES:  I think this is also related to a discussion we had earlier, I think, on one of GEC's interrogatories -- or questions about where the sources from which we collect information that helps us substantiate assumption, and those sources are many and varied, and they're not necessarily labelled:  "Evaluation research."

     So we would be racking our brains to try and identify every single source that backs up an input assumption.  It’s a completely unmanageable task, in my opinion.

     MS. GIRVAN:  Okay, well, if you could just go back and look, potentially, at what external research reports, in terms of external consultants, that you had produced that you had produced in order to support assumptions, that would be helpful.

     MR. BROPHY:  Is that intended to be a formal undertaking?

     MS. SQUIRES:  She's asking for it.

     MR. BROPHY:  Okay, if it's an undertaking, we're intending to do that in relation to the assumption we currently are proposing in the guide.  But Ms. Squires indicated it's unmanageable to go back.

     MS. GIRVAN:  Okay.  Thank you.

     MR. BELL:  So just for clarity, is there an undertaking there?

     MS. GIRVAN:  No, they haven't given one.

      Okay.  I think number 28 was actually covered off by GEC in terms of the SSM rewards that would have been paid out if the proposed methodologies had been in place.  I think you've agreed to undertake to do that.  Is that correct?

     MR. BROPHY:  Yeah.  I recollect there was something like that.

     MS. GIRVAN:  Okay.  And also, I think The Schools, I just want to confirm, covered off number 29, which was the DSM budget for each year, and what percentage of delivery revenue that represents.

     MR. BROPHY:  That sounds familiar.

     MS. GIRVAN:  Okay.  Thanks.

     And this is just a general question, I guess, one of the things I'm struggling with is that your proposal is to, essentially, freeze assumptions over the term of the plan.

     And I guess my feeling is, in the context of increased emphasis on conservation and demand management in Ontario, is it realistic to assume that input assumptions like free ridership will remain constant over the next five years?  Do you think that's a realistic assumption?     

MR. BROPHY:  We believe that over the length of the multi-year plan that the assumption should hold constant and it's actually, in part, for the very reason you stated in the question, that because of the enhanced focus on conservation in Ontario, these assumptions need to be fixed prospectively, otherwise there's going to be continuous debate that will decrease focus on delivering the results that Ontario needs right now.

     MS. GIRVAN:  Yeah, I understand what your proposal is, and I guess I'm just saying, do you feel it's realistic that they're not going to change?

     MR. BROPHY:  We believe our proposal's realistic.

     MS. GIRVAN:  No, but do you believe it's realistic that those assumptions won't change? 

     MR. BROPHY:  We're asking the Board to endorse those fixed assumptions up front.  They may vary.

     MS. GIRVAN:  Okay.  That's fine.  Thanks.

     With respect to fuel switching, we've sort of little evidence in this case on this.  And I'd just like to get a sense if you could file any reports of analysis that you've done, either internally or externally, regarding fuel switching.

     MS. SQUIRES:  Yeah, we will undertake to provide what we can, subject to the caveats that Mr. O'Leary mentioned earlier with respect to filing, you know, research reports or studies or anything like that that might be subject to some confidentiality issues.

     But there are certainly some items that we believe we can provide.

     MS. GIRVAN:  Okay.  Well, if you have concerns about confidentiality, can you potentially list the report and explain why you think it should be confidential?

     MS. SQUIRES:  Yeah, I believe we can do that, without knowing what they are off the top of my head, it's hard to answer the question.  But.

     MS. GIRVAN:  All right.  Thanks.

     MR. BELL:  We’ll assign undertaking JT1.31.

UNDERTAKING NO. JT1.31:  TO PROVIDE THE RESEARCH 
REPORTS OR STUDIES, EITHER INTERNALLY OR EXTERNALLY, 
REGARDING FUEL SWITCHING

     MS. GIRVAN:  Okay.  I think we've covered off number 32.  I think Mr. Shepherd covered that off, the whole idea of, if the assumptions change, why would it be fair to calculate the LRAM on the basis of the proposed assumptions versus the actual -- the assumptions that have changed.  So I guess, best information.  Anyway, I don't need to go there because we've covered that off.

      Okay.  And then I'll just move on to number 34, because I'm having trouble getting any historical data on the record here.

     Please provide any examples of North American LDCs that have an incentive similar to that proposed by EGD and Union.  I think Mr. Poch covered that off by I'm not sure.  And you said you didn't know of any.

     MR. BROPHY:  No, I think I indicated that there are approximately 80 LDCs in Ontario alone.

     MS. GIRVAN:  I'm not talking about the electric LDCs, just other North American LDCs.

     MR. BROPHY:  I can't provide any others at this time.

     MS. GIRVAN:  Okay.  Thank you.  Those are my questions.  

     MR. MILLAR:  Who's next?

     MR. HIGGIN:  So can we start by identifying our questions?

     MR. BELL:  Yes, we'll identify it as an exhibit, 

KT1.6.

EXHIBIT NO. KT1.6:  VECC’S QUESTIONS OF EGD
     CROSS-EXAMINATION BY MR. HIGGIN:


MR. HIGGIN:  Thank you.  So, as you see, we've structured this into two -- into actually three parts, common questions, questions directly to you on what we think is your specific evidence, and questions to Union.

     So let's start with the first question, and that relates to issue 13.

     Just as a segue into this, you will know that issue 13 has been somewhat a mandate as a result of the issues conference, okay?  And if you look at your evidence on page 62, specifically, you have identified there what evidence you rely on with regard to these issues.

     And it says:

"Supporting evidence found at section 3, development and planning re."


And if you go to that section, that's on page 24 of your evidence, then there you see your evidence.  Okay.  We would suggest to you that perhaps you may now be planning to add some additional evidence, given the scope of issue 13 has been amended.  That's the question.  Are you planning?

     MS. SQUIRES:  We're not planning to file additional evidence on that issue.  Our position continues to be as it is stated on page 24, and I'll just quote:

"Programs targeting specific customer types should not be prescribed.  Any attempt to set prescribed program levels by specific customer type is subjective at best and is not responsive to the changing needs of customers and the different customer profiles of EGDI and Union."


There are a couple of references -- or there's one reference there back to EBO169, which we still stand behind, recognizing that we want to address achievable potential, lost opportunities, synergy amongst programs and the breadth of the portfolio.

     MR. HIGGIN:  So that's all you're going to rely on.  So none out of the Board's directions in prior proceedings or anything else regarding low-income programs, for example, you're not relying on that evidence?

     MS. SQUIRES:  We've stated the evidence that we are putting forward on this issue at this time.

     MR. HIGGIN:  Okay, so you're only 169 and then this paragraph l -- that's what you're going to rely on?  Okay.  That's fine.

     MR. O'LEARY:  Mr. Higgin, you understand that on Issues Day we did indicate there may be a need to file some reply evidence, so if VECC files evidence that we believe is -- it is appropriate to file a reply to, we may seek leave to do that.

     MR. HIGGIN:  Oh, yes.  I understand the process.  I'm just trying to -- I'm somewhat surprised, to be honest, given the expansion of the issue, that you are relying on your original evidence.  I just thought, because it was very sparse, that you may be wanting to supplement.

     MR. RYCKMAN:  Well, I think the company's perspective on this is that, first of all, we don't support prescriptive amounts for targeted customer groups.  We will develop the plan, and once again in trying to develop a comprehensive suite of programs, and they would be included in the plan that we would bring forward to the Board for approval.

     MR. HIGGIN:  Right.  So would you then undertake -- this is not one of my questions -- then provide the evidence on the existing low-income programs by listing of reference to the prior case, whatever?  Just references to that evidence, so that we've got it all documented.  Help us a little bit by being helpful and documenting the evidence in prior cases regarding the low-income and so on.  
Could you do that?

     MR. BROPHY:  I think as Ms. Squire had indicated, this is the evidence that we're proposing to put on the record at this time.  However, I'm not averse to chatting with you if you're looking to put some specific evidence on some points where there may be somewhere we can point you to do that.  But I'm just saying that, you know, at this time we're not proposing from Enbridge's perspective to put additional evidence.

     MR. HIGGIN:  So even listing the references for prior energy, prior low-income program evidence, for example, from the 2006 case, you're not willing to do that?

     MR. BROPHY:  If we understood a little bit better, kind of, what types of things you were looking for --

     MR. HIGGIN:  Well, within the context of the three things that we're talking about on the issues list, and one of them is eligibility.  Let's talk about that.  That's on this issues list.  And you've taken a position, but you do have evidence in prior cases with regard to those programs and what the eligibility for participation in those programs was.

     MR. RYCKMAN:  But the view is that the eligibility portion of that is part of the program design and program elements that would be included when we come forward with our plan, so we don't see that that's a framework issue in the context of the DSM framework, because once again, it could be different from program to program.

     So just coming up with a prescriptive manner by which to qualify customers may not be appropriate in all cases and may unduly restrict parties.

      So when we come forward with our plan, we really see at that point that will be when you test that.

      What we could do, perhaps, is have a discussion off-line because there was evidence that was brought forward in the 2006 rate case.  The challenge that we have here is to go back and pull all the evidence in from 2006 plus all the evidence that we have here.  The record starts to get very confused, and the amount of work and resources required to do that.

      So, again, we're not trying to be difficult, but we're trying to manage the process as best as we can.

     MS. ABOUCHAR:  May I just add a bit of clarification.  And I think what we're looking for is just a summary of the existing targeted programs, the eligibility criteria, and the target levels, just what is existing, so that we have that as a baseline for the discussion that's going to go on at the hearing.  And I think that evidence is already –-

MR. RYCKMAN:  Yes, but the challenge I still have is I see those as very definitive program elements and not framework elements.

     MS. ABOUCHAR:  But it informs the discussion of a framework.  If we know what is existing as a baseline, that informs the discussion of what a framework could potentially look like.

     MR. BROPHY:  If you would like off-line, I can point you to where that evidence is.

     MR. HIGGIN:  Okay.  We'll leave it that way, then.  Okay.  So now I'll go on to question number 2, which relates to the DSM Handbook.  And I'm a bit confused, as this question sort of indicates, as to what are your assumptions regarding the incentive regulation.  And that is, as it says in this question:  

“Are the DSM costs included in the formula for the revenue requirement and rates, or are there an external or ‘Z-factor’ outside of the PBR or the formula.”


Whether it's a rate cap or whether it's a revenue cap, doesn't matter.  Or are they external?

     And are those your assumptions, because there seems to also be some difference between what you and Union seem to think about this.  What is your assumption?

     MR. RYCKMAN:  Yes, our position on this is that we haven't made any assumptions, that the incentive regulation regime is unknown at this time.  So it wouldn't be prudent to start making assumptions around how DSM will be treated within that context.  That will be a topic of discussion in the PBR process, is that those rules are defined.

      Our evidence states that we say that DSM must be considered and incorporated into that process to make sure that the fundamental principles and objectives are maintained.  But we don't know the nuances of how that regime may shake out at this point in time.

     MR. HIGGIN:  But you've made certain assumptions, correct, in terms of your Rate Handbook, regarding how certain parameters will be handled in an IC regime, right?  
You've made those assumptions?

     Let's go back, then, and look at column 2 of table 1.  Let's just go there.

     MR. RYCKMAN:  Mr. Brophy has indicated to me that in terms of the Handbook, the indication is that we believe that it would align with an incentive regulation environment, but that will still have to be determined when that structure is defined.

     MR. HIGGIN:  So when I look at table 1, and that's the question, you decide that some things are multi-year, and others are dealt with during an annual basis.  For example, LRAM, SSM, DSMVA, EPESDA, are all dealt with during the plan period on an annual basis.  That's your set of assumptions.  Whereas the other ones are, quotes locked in.  Is that your assumption?

     MR. BROPHY:  Over the life of the plan, that's what that's indicating, yes.

     MR. HIGGIN:  Okay.  You agree.  So you have made certain assumptions; that's where I'm coming from.  And then I asked you to provide more detail on those parameters.  And that was the question.

     MR. BROPHY:  Yeah.  These assumptions that you pointed to are not specific to incentive regulation, as Mr. Ryckman indicated we don't know --

     MR. HIGGIN:  Exactly.

     MR. BROPHY:  -- what that's going to look like.

     But by looking at this type of assumption, our best estimate is that these types will align with what could come out.  But again, at this point in time, it's...

     MR. HIGGIN:  Well, isn't that the question -- the next part is, how would those things change?

     MR. BROPHY:  And that's the same answer, that we don't know what the incentive regulation regime is, so we can't answer that at this time.     

MR. HIGGIN:  So just to take away something from this, then, basically, the Handbook will have to be perhaps significantly modified to fit with whatever the Board determines as the proposed incentive regulation scheme.      So that there's a end -- second step in the process with regard to the Handbook.

     MR. BROPHY:  If the Board approves this Handbook out of this proceeding, and then they go forward in another proceeding to look at incentive regulation and find anything that doesn't work in this Handbook when they do that review, then it may have to come and tweak some things at that point in time.

     MR. HIGGIN:  They will have to tweak it, okay.

     So that would be a component, then, of the incentive regulation hearing is what you're suggesting.

     MR. RYCKMAN:  Yes.

     MR. HIGGIN:  And one of the pieces of that puzzle would be, how do you deal with DSM and with the DSM Handbook under the incentive regulation?

     MR. RYCKMAN:  Yeah, well, I think to clarify we've got a proposal that has a multi-year plan, and we feel that that works in a cost-of-service regime.  And based on just a very high level thought process of how -- you know, we think this could actually dovetail in with an incentive regulation plan.  But we can't say that with certainty because we don't know what that plan is.

     So it would have to be reviewed within the context of that PBR review, without question.  Because, once again, we don't know how that will be structured and we want to make sure that we preserve those objectives of DSM.

     MR. HIGGIN:  Right.  Okay.

     So, for example, we just go to table 2, and look at that.

     MR. BROPHY:  That's table 2 where?  I'm sorry?

     MR. HIGGIN:  In the Handbook.  These are the input assumptions for the purposes of calculating SSM, LRAM, and DSMVA.  Can we take it that these proposals are for a regime that is cost-of-service but may be modified?  And that was my question:  How would you modify them under incentive regulation?

     MR. BROPHY:  Once you know the incentive regulation model, and you look back, if there's something here that doesn't appear to work anymore, then it will have to be examined at that time.

     MR. HIGGIN:  Okay.

     MR. POCH:  Do you mind if I interject just to ask one question which might help here.

     Can we take it that the proposal you're making, in your view, would not have to be changed if DSM and all these aspects are Z-factored out of subsequent PBR but might have to be changed if they're not?

     MR. RYCKMAN:  I don't think we can say that in isolation without knowing what the other elements of PBR are supposed to be.

     MR. HIGGIN:  I think, David, that wouldn't work.  That's my last question, D.

     If you don't have volume throughput forecasts, how do you maintain the links between LRAM and the volume throughput, and unless you go with an LRAMVA, et cetera, et cetera, and true-ups.  I mean, that's a typical example of something that would have to be modified.

     MR. RYCKMAN:  It would have to be assessed within the PBR environment, because you could have a PBR environment structured one way and the mechanism may or may not work.

     So that would have to be assessed.

     MR. HIGGIN:  Okay.  So the answer is, you don't have any more information to provide about what you think those modifications that may be required or which parameters, until you know what the incentive regulation scheme is.

     MR. RYCKMAN:  Yes.

     MR. HIGGIN:  Just to go back to the very first question, and that is, there seems to be a little bit of hesitancy between you and Union as to whether DSM is in or out of the cap that determines the rates or the revenue requirement, depending on whether it's a rate cap or a revenue.  There seems to be a bit of hesitancy between the two types of evidence that seems to be coming from Union.  Have you noted that?

     MR. RYCKMAN:  I can't speak to Union's evidence.

     MR. HIGGIN:  No.

     MR. RYCKMAN:  But certainly from our perspective, we're not in a position to commit to something that is not known at this point in time.

     So, you know, we do see that DSM needs to be considered within that multi-year framework, however that may come about.

     MR. HIGGIN:  All right.  Thanks.  Let's go to market transformation.

     MR. BROPHY:  Which number is that?  Sorry?

     MR. HIGGIN:  And I just draw your attention to page 13 of the proposed Rate Handbook.  I should have given you the reference.  And you have the definition there that is lifted from the last rates case; correct?

     MS. SQUIRES:  I'm sorry, I missed the last part of what you just said.

     MR. HIGGIN:  If I could draw your attention to this market transformation definition.  It's on page 13, under section 12 of the Handbook.  And you've lifted the reference from the last rates case as being your definition; correct?

     MS. SQUIRES:  Correct.

     MR. HIGGIN:  Okay.  So what I wanted to ask you here was, do you have a corresponding -- first of all, do you have a corresponding definition for “resource acquisition” that would go into the Rate Handbook?

     MS. SQUIRES:  I can read a definition for resource acquisition programs that I believe was taken from the 2006 rate case, which I don't have the reference for but I can certainly read it into the record here:

“The primary objective of a resource acquisition program is to bring about immediate, measurable customer-specific savings through a direct market intervention, an example being customer incentives."

     MR. HIGGIN:  Thank you.  Looking at part (b) of this, can you provide the references that underlie the development of your proposed MT incentive that's listed in the Handbook?  Is there a report?  Is there analysis?  Where did it come from?

     Secondly, show us where there are similar MT incentives.  For example, I know that Keyspan has one.  They have RAC, and they have MT programs.  So basically they have a particular incentive designed for market transportation -- transformation versus resource acquisition, as you're proposing.

     You've linked the two.  So I'm asking you here, please provide, A, the calculations and so on that go into that, and the references.  Did you do studies?  Did you write it on the back of an envelope?  What did you come up with?

     And secondly, which of all the utilities that have been surveyed, A, have MT; and B, have MT incentives that are similar or differ from that which you're proposing.  Undertaking, I think.

     MR. BROPHY:  I think the response to that is, we do not have a study to provide you on that basis.  That model was developed based on internal discussions of our understanding of market transformation and what Enbridge would need in order to go and pursue those  -- that area.

      And I don't have any studies that I am aware of that provide a list of utilities that have a similar mechanism.

     MR. HIGGIN:  Or an MT mechanism.  So that's ground for consultants, then, in this hearing?

     MR. BROPHY:  I guess it could possibly be a job for some consultant somewhere.

     MR. HIGGIN:  So, just to be clear on the record, it was made at Enbridge Gas Distribution, this particular proposal; correct?  It wasn't developed by a consultant; it wasn't lifted or discussed from another model that was somewhere else.  Okay.  That's what the record should show, right?

     MR. BROPHY:  Yeah, it wasn't a -- a consultant didn't develop this, no.

     MR. HIGGIN:  Okay.  This question is just to do a few calculations.  Let's go first to the fact that my understanding is there's no performance-based threshold in order to be eligible for the SSM benefit.

     MR. RYCKMAN:  The incentive mechanism is structured on positive net TRC.

     MR. HIGGIN:  From dollar 1?

     MR. RYCKMAN:  Correct.

     MR. HIGGIN:  Now, so then the question, then, is, relate that answer to that particular Navigant report.  Could you turn up the Navigant report?  That's A, tab 2, appendix A, page 24.

     MR. BROPHY:  I'm sorry, what was that reference again?

     MR. HIGGIN:  That's the Navigant report on best practices incentive mechanisms.  Actually, did I say A?

     MR. BROPHY:  Yes.

     MR. HIGGIN:  I may have got that wrong.  Excuse me.   Page 24.  Is that a Union report?

     MR. RYCKMAN:  That is a Union report, so I'm not familiar with it.

     MR. HIGGIN:  You're not familiar?

     MR. RYCKMAN:  No.

     MR. HIGGIN:  Okay.

     MR. BROPHY:  Haven't even read it.

     MR. HIGGIN:  Just so the record knows, that report says that it's best practices for utilities to have a threshold above which they become eligible for an incentive.  That's what page 24 says.

     MR. RYCKMAN:  I haven't reviewed the report and can't comment on that or the context of that statement.

     MR. HIGGIN:  So anyway, could you do these calculations, then, based on your proposed formula for any year where you could apply them to the current 2006, whichever, as you are doing?  And then show what the payout would be if you do have no threshold, which is -- you've just discussed, through to 100 percent.

     MR. BROPHY:  I may be a little slow here, but I don't think there's enough information to actually do a calculation of what an SSM payout would be.

     So you're saying no threshold for eligibility.

     MR. HIGGIN:  Right.

     MR. BROPHY:  So what's the net TRC that's achieved?

     MR. HIGGIN:  Yes.

     MR. HIGGIN:  Well, to use the existing proposed 2006, or 5.

     MR. BROPHY:  Pick a year?

     MR. HIGGIN:  A year.  Any year.

     MR. HIGGIN:  If we look at one of your tables in the main evidence, you have a projection of TRC benefits.  I’m trying to remember which table it was.

     MR. BROPHY:  So in relation to question 4, Part C, part (i), the proposed SSM, we did undertake this morning to provide some numbers on that, so I think that has already been done.

     MR. HIGGIN:  Yes, I agree.

     MR. BROPHY:  So what's the next question?

     MR. HIGGIN:  The question is, if you had eligibility, or graduated, if I could call it that, eligibility, what would be the actual payout?  And you have to make assumptions regarding your net total TRC.  That's what that would have to be.

     So if your total TRC was $150 million, then you achieved 50 percent in order to get any incentive, et cetera.

     MR. BROPHY:  I think my understanding of the calculation is, if you took any year, and we'll just use 2006 as an example.  So if we achieved what the target was, you know, what is the SSM payout under the new one, and now you've added on, well, what if there was a threshold set at 50, 75, and a hundred per cent.

     MR. HIGGIN:  Correct.

     MR. BROPHY:  And the answer is going to be the exact same for every scenario.  So if you hit a hundred per cent, then you pass these thresholds.  So it's the same answer as part (i), assuming you hit a hundred per cent, and we've already undertaken to provide that.

     MR. HIGGIN:  I understand what you said.  But basically, if you didn't achieve a hundred per cent, then there would be a totally different scenario, right?  Because you get a dollar for every -- you get incentive for every dollar of TRC under your proposal, regardless of whether you make a hundred per cent or not.

      So I agree with you.

      But if you only made some level that was less, we can go 50 percent of the total.

     MR. BROPHY:  So again, the answer is, with each of these thresholds that you have listed here, if we exceed that threshold, the number would then be the same, because you've exceeded it, which is the only extra measure you're adding now.

     MR. HIGGIN:  Right.

     MR. BROPHY:  If we don't exceed it, then we don't get anything.  So that, I believe, is the answer.

     MR. HIGGIN:  Okay.  I'll look at that one, but I'm not sure if that was what I was trying to get at.  I'll come back to you.  Not to waste time on it.

      Now, you've answered D?  No, you didn't.  You don't know who has -- in the study that I referred to, which ones have an eligibility in order to get the threshold.  You don't know?

     MR. RYCKMAN:  No.

     MR. HIGGIN:  Perhaps in prefacing this best practices report, what role did EGD have in that report, in sponsorship, et cetera?

     MR. BROPHY:  The Union report, we had no involvement in.

     MR. RYCKMAN:  No, this one here.

     MR. HIGGIN:  The best practices report.

     MR. BROPHY:  In regard to the --

     MR. HIGGIN:  I see Michael Brophy was in there, so I assume you were involved.

     MR. BROPHY:  In regard to the CGA/DSM -- this is an interesting industry for acronyms -- best practice report, we provided information so that they could include it from Enbridge in that report.

      And I sit on the DSM task force for that, for CGA, but that's all my involvement was.

     MR. HIGGIN:  Okay.  The question we're asking here is, is there more information, working papers or something, that didn't come through, for example, in the report?  And this is the information that I think would be very helpful in terms of the kind of metrics about what the profile of these utilities is, which ones have a lost revenue adjustment mechanism, and which ones don't.  Which ones have a shared savings mechanism -- they're self-explanatory.  


So we're asking you, as a participant in this report, and, I assume a sponsor, whether or not there is other information or working papers available, if you will undertake to look to see whether we can put together a tabulation for those utilities on these eight metrics. 

     MR. BROPHY:  Just to clarify, this --

     MR. HIGGIN:  Some of the metrics is in.

     MR. BROPHY:  Just to clarify, I believe the sponsors of this report were CGA and NRCan, so Enbridge wasn't actually a sponsor of this report, and I don't have anything additional to the actual report from CGA that would answer these additional questions.

     MR. HIGGIN:  Okay.  Well, I guess that's a question of what value there is to your evidence without having these metrics, and I put that on to you.  Okay.        

The same, then, I guess 6 is self-explanatory, you can't provide that.  

And then just coming back to Mr. Todd's -- I think we've covered this, but just to clarify.  Mr. Todd's evidence seems to say that everything will be on autopilot, my words under -- should be including SSM, everything under an incentive regulation scheme.  That seems to be the thrust of his evidence, as summarized.

     The question then is, how does that relate to what we discussed earlier, and that is that many, or we'll say some, parameters will have to be worked out either on an annual basis; for example, are you going to calculate, you said, SSM is on your -- in your table here, as being an annual calculation, an LRAM calculation.  Mr. Todd says, no, we put them all on autopilot for three years, okay?

     MR. RYCKMAN:  Yeah, once again, we don't know how the incentive regulation structure will come together.  So we're not in a position to say that it's on autopilot or it's not.  We don't know at this point in time      

What we've said is, we think it's important to clear accounts on an annual basis.  Once again, a bit of the discussion this morning with Mr. Shepherd, he talked about the flexibility of leaving it for the end of three years.  There's added risk associated with that.  And that may not be the appropriate thing to do, considering all the other things in the incentive regulation period.

     We don't know.

     MR. HIGGIN:  Would that include an SSM that would be held until it had been edited for three years, for example?

     MR. RYCKMAN:  I think there's all kind of permutations of how that could be structured.  But we haven't made any assumptions has to how that will come together.

     MR. HIGGIN:  So there seems to be some incompatibility here between what Mr. Todd is recommending and some of the other -- and the Handbook in particular, and the stuff in there, and what would be the discussion.

     So are you adopting his evidence as Enbridge's evidence on this topic of how these parameters would be set during a multi-year incentive regulation scheme?  Are you adopting his evidence?

     MR. RYCKMAN:  Once again, it's Mr. Todd's evidence.  I don't think it's inconsistent, you know, his evidence would indicate that the proposed mechanism could dovetail in with the PBR environment, but once again if you don't know all the elements of that PBR environment, I don't think you can say that with 100 percent certainty, but the mechanism is flexible and robust enough to dovetail in with an incentive regulation process.  I think the clearance to have accounts, the clearance to have accounts is one aspect of what has to be considered.

     MR. HIGGIN:  That was discussed this morning.  So is that a yes?  You’re adopting his evidence regarding how those things -- that's what I'm asking?  Or is that too early to...

     MR. RYCKMAN:  Well, it's the company evidence that we put forth, and we think it's a consideration in the decision that's before the Board.  And it's Mr. Todd's evidence, and he will speak to that.

     MR. HIGGIN:  Mm-hm.  Okay.  Thanks.  

Michael, done.

     MR. BELL:  Sorry, that will be Undertaking JT1.32.

     MR. HIGGIN:  No, I said “done”.  Got you.  You've been sleeping. 

MR. MILLAR:  Brian, are you next?

     MR. DINGWALL:  I am.

     MR. MILLAR:  And just to update us where we are, it's a quarter to 5:00 now.  The court reporter has generously agreed to stay a little bit later, but I don't want to tax her any more than we have to.  

Brian, do you think a hour is about right?

     MR. DINGWALL:  For day one of the questions, yes.

     MR. MILLAR:  And then I think Pollution Probe, a half hour at the most?

     MR. KLIPPENSTEIN:  At most.

     MR. MILLAR:  All right.  Well, let's keep moving and we'll get this done as quickly as we can.  

Brian.  

CROSS-EXAMINATION BY MR. DINGWALL AND MR. AIKEN:   

MR. DINGWALL:  Good afternoon, panel.  These questions are on behalf of the Canadian Manufacturers & Exporters.

     Please feel free to jump in at any point and say that you are completely willing to answer a question by way of undertaking.  I'm not sure -- I think we talked about number 9 previously, apart from the LRAM portions, but if there are other sections, please let me know.  It will save us all some time.

     Moving on to the first question:  Does Enbridge employ generally accepted accounting principles in the preparation and administration of its core utility business?  One word answer.  Come on.

     MR. RYCKMAN:  Yeah, it's the same answer, really, for questions 1 through 8, I believe.  And the company doesn't believe that a discussion of GAAP versus GARP and the application of either to its DSM framework is a component of the issues list in this proceeding, and we respectfully declined to provide a witness to respond to the discussion. 

     I will say that the company's audited financial statements were posted on the SEDAR website, and that's available at www.sedar.com.  That's sedar.com.  And those were posted on February 22, 2006.  

Beginning at note 2 on page 9 of that report, there's a five-page discussion of the financial statement effects of rate regulation, and there's also two footnotes, specifically number 3 and 4, on page 12, that highlight the accounting treatment of the DSMVA and the SSM respectively.

     MR. ROWAN:  Mr. Ryckman, at the Issues Day meeting, It was made clear by Union, and Enbridge did not object, that in the discussion of the structure of a DSM budget, it was wide open as to how a budget would be structured and the components of a budget.  Included in that wide open, flexible acknowledgement has to be what the accounting principles -- which accounting principles are being employed.

     So we would really appreciate it if you would review your answer and provide us with a yes or no response to the questions, question 1 and question 3.

     MR. RYCKMAN:  I'm not able to provide responses to those questions.

     MR. ROWAN:  What you're saying is that you refuse to provide information on that.

     MR. RYCKMAN:  Yeah, I've given my response to the question, and certainly if there's evidence that you wanted to lead on how it should be treated, I think that's well within your rights and -- but that's the response that we have.

     MR. DINGWALL:  Now, your response, I take it, Mr. Ryckman, was intended on covering questions 1 through 8?

     MR. RYCKMAN:  That's correct.  Oh, I'm sorry, 1 through 7.

     MR. DINGWALL:  1 through 7, I thought so.  8 seems to be on a slightly different flavour.

     MR. RYCKMAN:  Yes.

     MR. DINGWALL:  Let’s move on to 8, then.  Does Enbridge consider LRAM, SSM, DSMVA and EPSDA costs as legitimate components of DSM budgets?

     MR. RYCKMAN:  They don't form part of the DSM budget.

MR. DINGWALL:  And I take it that that's the choice that Enbridge has made in terms of the presentation of its budget.  Can you indicate why they do not; what drove you to that choice?

     MR. RYCKMAN:  Well, if I use the LRAM as an example, the LRAM, the way it is structured is it compensates for variances from budget.  You wouldn't budget variances from budget.

   MR. ROWAN:  If we may, then, deal with the definition of LRAM, and I detected this morning in a response by Mr. O'Leary that there seemed to be some concern about the use of the word LRAM.  Would it be more acceptable to you to have the words "lost distribution revenue" that Enbridge records each year as a result of its DSM programs?

     MR. RYCKMAN:  We haven't proposed any change to the terminology.  I mean, again, that's something that intervenors are free to propose, but we haven't proposed any change to that terminology.

     MR. DINGWALL:  Mr. Ryckman, this morning -- and panel, there was some discussion with respect to CME and question number 9.  And at the time you indicated that you would be populating the various tables displayed in this with the exception of the LRAM table.

      Now, I don't believe that there was an undertaking number provided to reflect that.  Could we get one?

     MR. O'LEARY:  Yeah, I think there was.  It was the omnibus --

     MR. DINGWALL:  The omnibus undertaking.

     MR. O'LEARY:  JT1.13, which related to IGUA, question number 1, CME questions 9A, B, C, E, F, and GEC number 4.

     MR. DINGWALL:  Okay.  Thank you for that reference, Mr. O'Leary.

     I'm going to above to question 10 for a moment, to begin to put the framework in place to begin to discussing the LRAM mechanism.

     Could you please describe the process Enbridge uses to calculate the lost distribution revenue attributable to a DSM program?

     MR. BROPHY:  Yes, I can do that.  After an evaluation and audit, the company would then compare the volumes, the actual volumes saved against forecast included in rates.  If there's a difference in that number, then the difference is either credited to the company or to ratepayers, depending on which way the difference goes. 

     MR. DINGWALL:  I take it, then, Mr. Brophy, that many of these programs have savings that continue from year-to-year; is that correct?  Or reductions in revenue requirement?

     MR. BROPHY:  Yes, program undertakings in one year can save volumes in future years.

     MR. DINGWALL:  So, then, where there's a program which results in volumetric savings year over year, how is that reflected in your forecasting processes?

     MR. BROPHY:  If we save volumes in one year, and we come forward the next year knowing what those savings were, they can be then put in the budget.  So they're put in to start with.

      The LRAM's only meant to cover the period when those savings occur that you didn't know what the actual results would be, so it has to be a true-up from the budget.  But once you know what those savings are, then you can just automatically put that in your budget for future years so it's not an issue.

     MR. DINGWALL:  So moving on with that, Mr. Brophy, just to understand, you made the reference to, you include ongoing savings from previous years in a budget.  Is that with respect to the forecast of revenue requirement?

     MR. BROPHY:  I don't want to get outside of my area and into the volumetric evidence that's in a normal rate case, but what I can say is there's a volumetric, volumes put forward in a rate case, based on what's believed to be the volumes that will occur in that year.  And if you know what the impact of DSM is, then you can put that into that volume.

      The LRAM's only meant to be for that short interim period where you didn't know what that amount would be, and to go and true that up.

     MR. DINGWALL:  So is your group, the DSM group, the group which feeds in the volumetric numbers to the forecasting group?  I'm trying to keep you in the area where you can respond.

     MR. BROPHY:  Yeah, we provide the DSM volume estimates to the group that does that volume analysis for the company at large.

     MR. DINGWALL:  And when you're doing that with respect to the effect of previous years' programs, do you do that on the basis of the projected number at the time that you used in rates, or do you do it on the basis of the actual?

     MR. BROPHY:  I don't give volumetric -- the group that forecasts volumes for the entire company any historic information.  I just give them information for the year that we're heading in for approval for.

     MS. SQUIRES:  Maybe I can help on this one.

     The company at large knows what actual volumes were, in total, for historical years.  So those actuals include the actual effects of DSM in those historical years.

      And that actual information forms the basis of their budgeting and forecasting process.  So that's why Mr. Brophy's comment is that we don't provide actual DSM.  They know what actual -- well, they know what the actual total volumes were, which include the effects of DSM in historical years.

     MR. DINGWALL:  And they used that in their forecasting to create the volumetric projection for the subsequent years; is that correct?

     MS. SQUIRES:  Yes.

     MR. DINGWALL:  How long do they carry forward those volumes?

     MR. BROPHY:  Well, as Ms. Squires indicated, they're using actuals to move forward, so they don't carry them -- the numbers we give them, they don't carry forward beyond that one-year period that the LRAM's being cleared for.

     MR. ROWAN:  I don't think we're understanding what it is that you're saying.

      Here's what I think I've heard Ms. Squires saying, that in, say, 2006, DSM, the DSM unit, will identify a volume that it expects that will be saved during that year.  And that at the end of that period there will be an adjustment based on the actual savings that are made.

      In that 2006 year, Ms. Squires didn't say this, but it's my understanding that only half of the volume is used in that first year for purposes of adjusting the volumetric target.

      The question that Mr. Dingwall asked was:  Now that that information, that 2006 information, becomes historic

-- in other words, we're now in 2007 -- the volume that was identified for 2006 is now with your volumetric target people.  And the question is, do they, now that they have that, build that into their volumetric calculation for the purposes of their rate application?

     MS. SQUIRES:  I think I'm following you.

     At that point, when 2006 is over, the volumetric forecasting group has actual volumes for 2006 which include the effects of those programs, partially effective, as you've described them, in 2006, and that forms the basis of the forward-looking budgeting process.

     MR. ROWAN:  So in 2007 they've already got that number, and they've built that into the volumetric target, and it carries forward, that lost revenue, distribution revenue effect is built into the 2007 rates, is that correct, based upon the 2006 DSM program?

     MR. O'LEARY:  Can I make, perhaps, an unusual suggestion here, Mr. Millar.  I'd appreciate your comments.  We have prospective witnesses that are here to answer questions that we will be making available during the hearing.  These witnesses are really not in a position to answer detailed questions about volume forecasts at a company level.  Mr. Bourke has more expertise in that area, but we will not be calling Mr. Bourke as a witness at the proceeding, so I'm loath to suggest that he speak in any way on the report today.  But is there a way that we could take this offline or --

     MR. ROWAN:  Well, the only reason it's online, Mr. O'Leary, is that you've refused to provide information for 9(d).  And basically, it's a very simple request.  All we're asking is, how much lost distribution revenue was booked in -- for the 1998 DSM year in 1998?  How much of the lost distribution revenue for the 1998 DSM program was booked for 1999, and so on, through to 2006?  That's all we're asking.

     And similarly, for the 1999 program.  It's not a hard question.  And we can't understand why you can't answer it, or will not answer it     

MR. O'LEARY:  I was suggesting that we might try and do it offline to try and save time, I mean --

     MR. ROWAN:  I'd be happy to do that, but I --

     MR. O'LEARY:  Our objection to 9(d) stands for the fundamental basis we don't accept the premise you're putting forward.  That's not the way budgeting occurs, and you're neglecting all of the commodity-positive impacts of the DSM activity.

     So that's why 9(d) is not going to be answered, because it’s not --

     MR. ROWAN:  Not going to be answered.

     MR. O'LEARY:  No.  It's an inappropriate and incorrect factual premise behind it, so you can't answer a faulty question.

     MR. ROWAN:  Would it surprise you to know that there are other utilities that do provide that kind of information?

     MR. O'LEARY:  That's not how we do it.

     MR. ROWAN:  This is a framework generic hearing.  It's not a matter of whether that's how you do it.  It's whether or not that's the way it ought to be done.  Surely that's the reason why the Ontario Energy Board has called this hearing, to answer those kinds of issues or deal with those kinds of issues.

     MR. O'LEARY:  All right.  Well, bring that forward as part of your case.

     MR. DINGWALL:  Mr. O'Leary, thank you for the suggestion that the discussion be taken offline.  Just with respect to the objection, I take it that the objection is with respect to the point that the savings are carried forward year to year, and you disagree with that contention; is that correct?

     MR. BROPHY:  I believe previously that, as the Board has defined and as most people understand it to be, when I say LRAM, we've agreed to provide some of those numbers in previous undertakings today.  What we're not able to do is provide data against this definition of LRAM that is not accepted and is not appropriate.

     MR. DINGWALL:  Okay.  Now, you might be required to refresh my memory, Mr. Brophy.

     With respect to the previous undertakings, do we have information coming that provides the total of the amount claimed and allowed for these past eight years? 

     MR. NEME:  Back to ‘99.


MR. DINGWALL:  So we have that particular number coming.

     MR. BROPHY:  I believe so, yes.

     MR. DINGWALL:  And you indicated, I think, through Mr. O'Leary, that the question with respect to whether or not the historical numbers are used in the forecasting process is beyond the expertise of this panel.  Can we ask you to simply consult with your forecasting department and provide their response as to the extent that previous DSM load reductions are used in ongoing forecasting.


[Witness panel confers]

     MR. DINGWALL:  I don't know the extent to which the panel is conferring or is likely to continue conferring, but the reporter has asked for a five-minute break in the near future.  Would that be of any assistance in letting you respond to my question?

     MR. RYCKMAN:  What we can do is we can undertake to provide you with a reference to the 2006 rate case.  There is volumetric evidence and the forecasting; there's details on how they developed the forecast which includes DSM.  So we'll undertake to provide that.  We also talked about having a discussion offline, and I think that might be helpful as well.

     MR. MILLAR:  So why don't we take 5 minutes, then, if that's agreeable to everybody?

     MR. BELL:  And actually, just before that, I wanted to put that as Undertaking JT1.32.  And also at this time, I'd like to add an exhibit, KT1.7, which would be the CME questions.

UNDERTAKING NO. JT1.32:  TO consult with forecasting department and provide A response as to the extent that previous DSM load reductions WERE used in ongoing forecasting

EXHIBIT NO. KT1.7:  CME’S Questions to EGD
     MR. DINGWALL:  Thank you, Mr. Bell.

     MR. MILLAR:  Okay.  Five minutes.  Thank you.


--- Recess taken at 5:09 p.m.


--- On resuming at 5:15 p.m.

     MR. MILLAR:  I think if we make one final push here, we'll actually get through this.

     Brian, are you ready to go?

     MR. DINGWALL:  Yes.

     MR. ROWAN:  In one second.


MR. DINGWALL:  I'd like to thank the company for making some of its employees available in some form of offline discussion.  I understand from that discussion that we're going to continue.

     So, to sort of further flesh out the LRAM discussion on the line, Ms. Squires, you answered earlier that there is a presumption that the savings from DSM programs continue from the DSM department perspective; is that correct?

     MS. SQUIRES:  To the extent that the -- to the extent of the measure lives, yes.

     MR. DINGWALL:  Okay.

     MR. BROPHY:  I'm just wondering, the questions all the way to 15 deal with where we're getting stuck on this LRAM discussion.  So I just thought I'd bring that up.

     MR. DINGWALL:  Well, number 13 asks the company what the implications would be should the OEB discontinue allowing Enbridge to claim lost revenue.  There were a number of questions this morning with regard to the focus of senior management, et cetera.  Is this another circumstance to which those answers apply?

     MR. BROPHY:  Yeah.  If we weren't able to claim and clear LRAM, it would mean that we either were rewarded too much or too little in any given year.

     MR. ROWAN:  I don't understand that answer.  Please, would you expand on it?

     MR. BROPHY:  The LRAM is intended to be a true-up.  So if we achieve less volumes then we had initially anticipated, then we owe a rebate back, for lack of a better word, to ratepayers, and the opposite would apply if we did better.

     MR. ROWAN:  Could we just strike the words "LRAM" in question 13, and just deal with lost revenue?  And perhaps when we do that, another reflection, maybe that should be part of our continuing off-line discussion, because there is more to be explored in that area.  So if we could do it that way.  Thanks.

     MR. DINGWALL:  I'm presuming also, Mr. Brophy, you made mention of numbers 11 to 14 as being included in the offline discussion.  It looks like 15 will fall into that.

      So, moving on with 16.  With respect to the October 2001 Navigant study that Enbridge commissioned in the past, has Enbridge updated that study?

     MR. BROPHY:  No, we have not.

     MR. DINGWALL:  And is there a reason why you have not?  
MR. BROPHY:  We haven't identified -- we didn't identify it as a priority to update that since then.

     MR. DINGWALL:  And do you have any objections to filing the Navigant study as it's comparative of compensation mechanisms?

     MR. BROPHY:  What I can undertake to do is go back -- I believe that might have been filed already in its own public record, and I can give you that reference.  If it has not been, then we can file it.  


MR. DINGWALL:  Thank you, Mr. Brophy.   Mr. Bell?

     MR. BELL:  All right.  That will be Undertaking JT1.33.


UNDERTAKING NO. JT1.33:  TO PROVIDE THE UPDATED 
NAVIGANT STUDY THAT ENBRIDGE COMMISSIONED IN THE PAST

     MR. DINGWALL:  And, Mr. Brophy, of the 13 jurisdictions provided in the Navigant report, are you in a position to provide a table showing which utility has an SSM, an LRAM, or both?  

     MR. BROPHY:  We can do that on a best-efforts basis.

     MR. DINGWALL:  Thank you.  Mr. Bell?

     MR. BELL:  That will be Undertaking JT1.34.


UNDERTAKING NO. JT1.34:  TO PROVIDE A TABLE SHOWING 
WHICH UTILITY HAS AN SSM, AN LRAM, OR BOTH IN THE 
NAVIGANT REPORT

     MR. DINGWALL:  Now, moving on to question 17.  Would Enbridge agree that the volatility of natural gas prices makes it difficult to determine accurate avoided costs, which in turn makes the calculation of TRC benefits equally difficult?

     MR. BROPHY:  No, I don't believe so.  Avoided costs are a point estimate of future costs based on best available market information.  So this does not provide difficulty for the TRC calculation.

     MR. DINGWALL:  As 18 begins, "if yes" and your answer was -- no, I'm going to move on to 19.

      I believe 19 was asked earlier this morning.  Do you have anything to add to that?

     MR. RYCKMAN:  No, I do not.

     MR. DINGWALL:  Does Enbridge believe -- this is number 20 -- that a DSM incentive system should relate to the risk that it runs?

     MR. RYCKMAN:  The proposal that we have is for a shared savings mechanism, a sharing of the benefits generated.  It's not a risk reward type of calculation.  And we think the incentive mechanism that we proposed is the appropriate one.

     MR. DINGWALL:  And I believe with respect to the second part of number 20 you answered a question similar to that this morning.  Do you have anything to add?

     MR. RYCKMAN:  I'm sorry, what was that?

     MR. DINGWALL:  With respect to the second question contained within number 20, Mr. Ryckman.

     MR. RYCKMAN:  No, I have nothing to add to that.

     MR. DINGWALL:  Does Enbridge believe it is currently being compensated for those risks in the current SSM incentive scheme?

     MR. RYCKMAN:  Again, it's not a risk reward calculation.  It's a sharing of the benefits that are being generated.  And obviously the incentive mechanism is not functioning the way it was intended based on the 2004 and 2005 program year results.

     MR. DINGWALL:  The period of reference isn't 2005, Mr. Ryckman, it's 2006, which is the current program.  I'm trying to figure out why 2006's resulting SSM structure does not meet Enbridge's perceived needs.

     MR. RYCKMAN:  For those very reasons.

     MR. DINGWALL:  I'm going to move on to number 25.  I believe your earlier response with respect to the risk element disposes of 23 and 24.

      Please explain and justify why Enbridge believes that a DSM incentive should be linked to a sharing of societal benefits.

     MR. BROPHY:  Societal benefits are a measurement of the value of services provided by the company to its customers.  Therefore, the compensation to the company in relation to those benefits is appropriate.

     MR. DINGWALL:  Does Enbridge believe or does Enbridge agree that TRC benefits are a projection of the present value of assumed net savings over a period of time?

     MR. BROPHY:  That's correct; yes.

     MR. DINGWALL:  If so, does Enbridge agree that by linking a DSM incentive to future benefits, current ratepayers are being asked to pay the utility an incentive, a portion of the benefits of which may accrue to future ratepayers?

     MR. BROPHY:  The proposed Enbridge incentive mechanism is a very small portion of the net benefits that are generated.  And the value of the benefits shared with Enbridge are realized almost immediately for customers and therefore do not accrue to future ratepayers.

     MR. ROWAN:  The first part of your answer puzzles me, Mr. Brophy, because you seem to be suggesting that the incentive is only a small portion of the TRC benefit in total.  That wasn't the question that was asked of you.

     But rather, do you agree that there is a payment being made through the incentive process to Enbridge for benefits that will only accrue at some future point in time for some future ratepayers?  And it's either a yes or a no kind of a question.

     MR. RYCKMAN:  No, I don't believe it is either yes or no.  The issue is very similar to what question 30 has that talks about intergenerational transfer.  And we don't agree that there is intergenerational transfer, once again, because customers receive immediate benefits.  The shared savings mechanism amount typically isn't cleared for a couple of years.  So they enjoy those benefits for those couple of years before the incentive actually hits rates.

And then, secondly, Mr. Brophy has indicated that the incentive mechanism is a very small portion of the total benefits.  So those total benefits that you're referring to accrue over a period of time, but 5 percent, a small portion of those, if that's the incentive, just using that as an example, it's a very small portion.  So customers participating in those programs would realize benefits over and above that in a very short period of time.

     So we don't agree that there is intergenerational transfer here.

     MR. ROWAN:  Would you like to comment, then, around question number 28, which is that revenue recognition of -- which is a GAAP principle -- and I know that you have refused to put on the record Enbridge's adherence to GAAP principles -- but revenue recognition suggests that you don't book revenue.  And by analogy, you don't book benefits until they're actually earned.  And by taking a net present value of a stream of benefits, societal benefits, is in effect booking benefits and claiming an incentive that has not been earned.

     MR. RYCKMAN:  The answer is the same as for questions 1 through 7 that we talked about earlier.  I'm not able to talk to the accounting practices, and we're not proposing to bring a witness forward to do that.

     MR. ROWAN:  Could you, as an undertaking, then, provide us with an answer so that you could go back and talk to people who have the accounting background in the company?

     MR. O'LEARY:  Just to move matters along, Mr. Rowan, as I understood the answer that was just given in respect of question 27 and 30, they didn't accept your premise that there are no benefits that are accruing to ratepayers in the year in question.  Therefore, there is no issue under GAAP.

     MR. ROWAN:  You obviously are not very familiar with net present value.

     MR. O'LEARY:  No, I'm familiar with it, and I believe the question has been answered, and I'm just trying to move matters along.

     MR. ROWAN:  Thank you for that.  So that I'm clear, you're not prepared to give an undertaking under question number 28, is that --

     MR. O'LEARY:  That's correct.  The answer has been given.

     MR. DINGWALL:  Moving on to question 33: 

“Enbridge asserts that to ensure DSM remains an important business activity, not a regulatory obligation, the utility shall be entitled to an SSM that provides a sharing between customer and the utility of DSM/TRC benefits.

“With respect to that statement, please explain Enbridge's view that it has or should have an entitlement as opposed to having to earn an incentive based on some pre-determined performance measure.”

     MR. RYCKMAN:  I don't agree with the characterization in the question.  An appropriate incentive is necessary to ensure DSM receives the appropriate level of attention from senior management.  I've mentioned that before on a number of occasions, and also to allow, enable DSM to compete against other business activities.  Our proposed incentive mechanism is a shared savings mechanism based on total benefits net of costs.  The company's only recognized when it has provided benefits that exceed the cost of delivery.  

     MR. DINGWALL:  I'm going to move on to 34.  Does Enbridge agree that it has an inherent conflict of interest in the delivery of DSM services and its core businesses?

     MR. RYCKMAN:  I'm not sure what's meant by "conflict of interest," but the core business activity of a gas distribution utility is the delivery of natural gas to its customers, and DSM reduces the demand for natural gas and increases distribution rates.  Mechanisms such as the LRAM, the SSM help to address the inherent barriers that are associated with the DSM.  But again, I'm not sure what is meant by the inherent conflict.

     MR. DINGWALL:  Does Enbridge agree that if a utility is permitted a DSMVA, and if additional program funding is spent over and above the agreed upon program budget, the volumetric target should be proportionately increased?  And that was number 35.

     MR. BROPHY:  Enbridge does not agree that there should be a volumetric target at all, regarding of the DSMVA rules.

     MR. DINGWALL:  And looking at number 36, Mr. Brophy, can you please explain why it's fair to ratepayers to pay up to 25 percent more than the DSM budgeted program expenses yet not have the target on which an incentive would be calculated increase?

     MR. BROPHY:  Again, Enbridge does not agree that there should be a target at all, regardless of the DSM rules, the DSMVA rules.

     If you have no target, then increasing the target is irrelevant.

     MR. RYCKMAN:  And that spending is being used for programs that provide direct benefits to the customers.

     MR. DINGWALL:  Well, taking away the concept of a volumetric target, would you not also, then, respond to the same concern with respect to increasing the TRC?  If you're increasing your budget, why would you not increase the TRC requirements?

     MR. RYCKMAN:  Our proposal does not have a threshold, and if you're increasing the budget and spending it on programs, it would follow that the TRC would increase, the TRC value would increase.  And our proposed mechanism is structured in a way that incents us to pursue TRC benefits.

     MR. DINGWALL:  Moving on to number 37.  Can you explain and justify why Enbridge is proposing at this point a 25 percent DSMVA rather than the traditional 20 percent? 

     MR. BROPHY:  25 percent is an estimate of what Enbridge believes to be an appropriate number on a 

go-forward basis but the Board is going to ultimately decide what the appropriate percentage is.  

MR. DINGWALL:  Can you tell me what's changed, Mr. Brophy, to --

     MR. RYCKMAN:  There's no magic around the 25 percent other than traditionally it’s been 20 percent.  As we go through time it's getting harder to generate.  TRC benefits are getting costlier in some areas.  So an increase over the traditional was proposed.

     But again, there's no magic, and the Board will have to decide what the appropriate amount is.

     MR. DINGWALL:  Number 38:  

“Does Enbridge agree that higher and volatile natural gas prices influence consumer behaviour and cause them to undertake conservation measures?”

     MR. BROPHY:  Higher prices may make a customer more receptive to undertaking a conservation measure, but volatility alone may not.

     MR. DINGWALL:  I take it, then, you agree that there is some impact of higher price prices.  With that in mind, what is the correlation between higher natural gas prices and the propensity of consumers to institute energy conservation measures?

     MR. BROPHY:  Enbridge is not able to provide a correlation between higher gas prices and DSM activity at this time.  

     MR. DINGWALL:  Do you know whether that's an element associated with your load-forecasting department?

     MR. BROPHY:  I don't believe that is true between DSM results and higher gas prices.  


MR. DINGWALL:  There's nothing emerging out of the conversation behind the scenes?

     MR. RYCKMAN:  I would have further discussions with Mr. Bourke on what he said to me, so not at this time, no.

     MR. DINGWALL:  So maybe we'll just put that in the whole offline discussion pile.

     MR. RYCKMAN:  Good idea.

     MR. DINGWALL:  So we may review the elements of what is contained in a forecast and what might not be contained in a forecast, but we'll do so offline, and then get back to that.

     MR. BROPHY:  Just for expediency's sake, I think 41 and 42 deal with that exact same issue.

     MR. RYCKMAN:  Just for the record, JT1.32 will have the methodology in that information that you're looking for.  


MR. ROWAN:  I'm sorry, was that related to question number 40, that JT1.32?  So that the information around LRAM and the reference to that, my reference to that, JT1.32, is related to the LRAM discussion; is that correct?

     MR. RYCKMAN:  Yeah, no, that was in reference to the customer behaviour and higher prices, the correlation.  Question 38.

     MR. DINGWALL:  Now, with respect to number 41, Mr. Brophy, you made a valiant effort to dispose of that one, but I think -- but I'm not sure that it's disposed of in that fashion.  What we've asked here is that you provide a chart showing natural gas prices since 1998 to 2006 and then correlate the free-rider rates that Enbridge had proposed for its DSM programs during that period.  


What we're trying to understand is the correlation between free-rider rates, if there is any, and the prices during that time.

     MR. BROPHY:  We're not able to correlate the gas prices and free-ridership rates.

     MR. DINGWALL:  Well, I'm presuming that you've got the history of what the Rate 1 and Rate 6, that would probably be the most relevant, system-gas prices were during that time period.  Is that correct?

     MR. BROPHY:  We have access to historical gas prices, yes.

     MR. DINGWALL:  Presumably.  And you would also have access to the historical free-rider rates for DSM programs during that time?

     MR. RYCKMAN:  There's no information that I'm aware of that takes snapshots in time of free-rider rates at the time gas rates are changing.  We've got free-rider rates for our program, but, for instance, with the QRAM or when updating gas prices quarterly, we don't go and do free-rider rate studies on all the programs that I am aware of.  That would be a significant undertaking to do on a go-forward basis, and certainly impossible to do on a retrospective basis.

     MR. ROWAN:  Perhaps you could provide a sample of some of your programs that go back to 1998 that would show, in 1998, what the free-rider rate was for a particular program.  Then the price of gas at that time to the customer would be X.  The free-rider rate for the same program in 2005 or 2006 would be presumably higher.   I'm not sure how much higher, but we'd like to have an indication, has there been any change over that period of time, when we can see that the gas prices have gone up considerably over that period of time.  I think it would be useful for the Board to get some sense of is there any linkage, any relationship, between gas prices and the change, or lack of change, in free-rider rates.  That's really where we're coming from.

     MR. RYCKMAN:  Free-rider rates could have changed for other reasons, or reasons other than changes in gas prices.

     So just looking at those two things in isolation of all the other influences would not be appropriate, in my view.

     MR. ROWAN:  Well, if you wish to add to your undertaking, because I would hope that you would do this by way of undertaking, you might wish to identify what these other kinds of influences that would change free-rider rates.  We would be very pleased to have that information.

     MR. O'LEARY:  Mr. Rowan, the company doesn't see that there is any relevance in trying to link gas prices with free-rider rates.  They've explained why, and that's our position.

     MR. ROWAN:  So no undertaking?

     MR. O'LEARY:  That's correct.

     MR. DINGWALL:  Mr. O'Leary, I wonder if I can respond to that.

     I take it it's the linkage with the company is disputed.

     MR. O'LEARY:  Well, it's the reliability that by looking at a free-rider rate that existed in 1998 that the basis for which we don't know why that number was chosen.  It may have been chosen out of convenience versus anything else.  To then try and draw a connection between that and gas rates over time, there is no credibility.

     So we see it of no helpful use to the Board.

     MR. ROWAN:  We are trying to establish the credibility of a free-rider rate.  And if you say there's no credibility in relation to natural gas prices, perhaps you could help us by way of undertaking what it is that the Board and us and we could take that would be more credible.

     MR. RYCKMAN:  I think comparing just those two pieces of information in isolation of all the other influences and factors is wrong.  It's misleading.

     MR. DINGWALL:  Let's try this another way, then, gentlemen.  I'm wondering if first we could ask you, and I know this information exists and it's probably on a chart on somebody's desk, to produce the system gas commodity rates going back to '98 for Rate 1 and Rate 6, in isolation.  I'm not asking that you acknowledge any particular context to that.

     MR. RYCKMAN:  We have the QRAM.  I mean, commodity fluctuates.  So you would have four different amounts for each year.  That information would not be useful and would not be an accurate comparison to try to draw that correlation to free-rider rates.

     MR. DINGWALL:  Well, that's something we would be arguing about.  I'm not suggesting that you do a comparison or a correlation.  I'm simply asking, at this point, that you produce the commodity rates.

     MR. RYCKMAN:  Well, all that information is on the public record.  Our past programs are on the record.  And the QRAM is on the public record.  And I think if that's something that you wish to argue, the opportunity is there for you to do it.  I don't agree with the comparison you're trying to draw.

     MR. O'LEARY:  I think it's time to move on.

     MR. DINGWALL:  Do you have an indication of the factors that were used to generate free-rider rates through the years, and the weighting of those factors?

     MS. SQUIRES:  Certainly not for all the programs and all the measures, and the answer would be different for every one.  We don't have records that tell us what factors went into the determination of every free-rider rate for every program over ever year of history. 

    MR. DINGWALL:  Do you have an indication of what the current factors are?

     MS. SQUIRES:  Generally speaking, yes.

     MR. BROPHY:  What we're proposing is the free-ridership rate factors to be applied are in the Handbook that we've provided.  I've already indicated that we're going to provide some data on the source of those.

     MR. DINGWALL:  I'm going to move on.

     Question 43:  

“Why is it in ratepayers' interest to pay Enbridge a DSM/SSM that's higher than Enbridge's allowed rate of return?”

     MR. RYCKMAN:  It's appropriate, based on all of the reasons that are provided why in a sense it is appropriate and for the reasons that we feel our proposed incentive is appropriate.

      In the 2003 case, I believe it was IGUA that proposed a mechanism that was based on a return on equity or allowed rate of return.  And it was determined by that time, it was determined by the Board, that that wasn't a valid comparison or appropriate mechanism for the incentive.

     MR. DINGWALL:  Number 44:  

“Does Enbridge agree that the variables on which it has been most difficult to gain consensus with stakeholders with respect to determining an SSM incentive include” the four matters set out there:  “Avoided costs, volatility of natural gas prices, TRC values, input assumptions, particularly free-rider rates and attribution of benefits?” 

After all of this, I'm giving you a yes or no question.

     MR. RYCKMAN:  And I'll provide my answer.

     Some of the past discussions between parties have included not only the absolute value of some of the input assumptions described, but also the application of those assumptions, whether it was on a prospective or retrospective base.  And these debates or discussions have also included incentive pivot points and also supporting budgets as well.  So there has been a range of discussion and debate over time.

     MR. DINGWALL:  But these have been a most significant aspect of the discussion; is that correct?

     MR. RYCKMAN:  No, I don't think that is -- most -- yeah, I don't think that's fair.  Most significant is a very subjective term, and I'm sure if you canvassed all the parties involved, you would come up with different responses.

     MR. DINGWALL:  Okay.  Moving on to number 46:

“Does Enbridge agree that under the current OEB rules, it has an exclusive franchise or a monopoly to undertake natural gas DSM services in its service area with ratepayer money, and that this gives Enbridge market power?

     MR. O'LEARY:  Mr. Dingwall, we actually thought that perhaps those questions were included in error, given the fact that the questions about whether or not the company has or should have a monopoly and whether or not others should be -- whether or not the company should be required to outsource such DSM activities was ruled as not being an issue.  Before this proceeding, we assumed that these were just actually included in your list through inadvertence.

     MR. ROWAN:  No.

     MR. O'LEARY:  All right.  You did it deliberately, then.  All right.  Well, it's our view that these are clearly questions, 46 through 50, that you attempted to include on the issues list.  The Board ruled that they were inappropriate, and therefore it's inappropriate for a response.  

     MR. ROWAN:  We believe that they are relevant under what constitutes a DSM budget, whether the budget is a just or a fair budget, that the cost of the DSM services are competitively determined.  And so that we feel that these questions are quite relevant.  And we would appreciate your response.

     MR. O'LEARY:  Well, you have our position on it, Mr. Rowan.

     MR. ROWAN:  So which are the ones that you are refusing to respond to?

     MR. O'LEARY:  All those under the subheading "Utility Monopoly," which are questions 46 through 50.

     MR. DINGWALL:  Moving on to number 51:  

“Enbridge asserts that predictability and certainty are critical elements of a DSM framework.  Given this, please advise and justify why accuracy of assumptions based on latest available information is not also a critical element, particularly when assumptions are an integral part of calculating a DSM incentive.”

     MR. BROPHY:  Enbridge's position is that it proposes to use the best available information for approval of its plans.

     MR. DINGWALL:  I take it, though, that your version of the best available information is prior to the plan and with no updating.

     MR. BROPHY:  At the time the plan is approved, we're planning on using that best available information.

     MR. DINGWALL:  Question 52:  

“Please define what Enbridge means by ‘where a utility's role is central to the market transformation program.’  Specifically, please identify the criteria Enbridge believes should be used to qualify for a ‘central role’ and justify.”

     MR. BROPHY:  I note that there are some words that have been put in in brackets that seem to differ from what's in the Enbridge evidence.  I'm assuming those were inserted by CME?

     MR. DINGWALL:  Yes, they were.

     MR. BROPHY:  So, noting that, it sounds like you're talking about market transformation incentives?

     MR. DINGWALL:  That's correct.

     MR. BROPHY:  So we did discuss that at length this morning about the company will come forward with market transformation initiatives in future plans for Board approval.  And the Board will have to determine at that point whether or not they believe we should undertake those as part of the multi-year DSM plans.

     MR. ROWAN:  So, if I understand correctly, then, Mr. Brophy, you're saying at this time you don't know what would constitute the criteria for assuming a central role; is that correct?

     MR. BROPHY:  Criteria for a central role as outlined in our evidence, and I read that into the record earlier today.  In relation to market transformation we do not have those programs to bring forward at this time.  It will come in our future multi-year plan. 

     MR. ROWAN:  In other words, you're saying that the criteria that you believe are necessary for it qualifying for a central role, you have already read into the record?

     MR. BROPHY:  Yes.

     MR. ROWAN:  I must have missed that.  Could you give me a reference?

     MR. BROPHY:  Okay.  It would be Exhibit B, tab 3, schedule 1, page 14.

     MR. ROWAN:  B, tab 3, schedule 1, page 14.

     MR. BROPHY:  That's correct.  

MR. ROWAN:  Okay.  Thank you.

     MR. DINGWALL:  Following on that question, it appears that market transformation is one of the least identifiable activities in terms of how a result could be created.  And it again is something where Enbridge wants to lock in the assumptions at the beginning, and not just based on best available information.

     I'm wondering, given that market transformation has such a holistic note to it, why, for that specific instance, you wouldn't consider updating or being accountable to what actually happens in the marketplace?

     MR. BROPHY:  We've indicated this morning that when we come forward with market transformation programs in a future proceeding that deals with multi-year plans, we will define what the utility intends to do within those programs.  And that's still our position.

     MR. DINGWALL:  Moving on to 54.  And again, we're trying to look at a situation where there is what appear to be conflicting ideals in terms of the Enbridge programs.

      
“Enbridge, in its response to issue 12.1 stated 

that ‘custom free-rider rates shall be determined on a portfolio average basis,’ yet in its response to issue 12.4, Enbridge states that ‘custom projects by their nature are unique.’”  

And that seems to be somewhat conflicting.  Can you reconcile that? 

     MR. GREEN:  I'm not sure that I'd share that thought.

     By their nature, the custom projects definitely are unique; that's a fair statement.  But it's our position that it's not administratively practical, as we've spoken about through the course of today on some other questions, for us to determine free-rider rates over the 500 custom projects that are delivered on an annual basis on a project-by-project basis.

     And an average for the portfolio can be, certainly, deemed representative and be more cost-effective than evaluating every project.

     MR. DINGWALL:  Moving on to the ironic area of emissions reductions, as we're now entering our ninth hour, number 55 is a request that you provide a copy of contract language currently in use.  Is there any objection to that?  It sounds like one that we can move directly to undertaking on.

     MR. GREEN:  I think the issue of ownership for a greenhouse gas emission credits or other rights is not addressed in any contracts with DSM contractors, and partners.

     MR. DINGWALL:  I had understood from talking to some folks in the industry that Enbridge currently reserves any rights to any emission reductions; is that not the case?

     MS. SQUIRES:  We went -- we've actually gone and looked at the contract language for the DSM agreements that we have in place with partners, and I can verify that we do not have any language around that in currently operating contracts.

     MR. DINGWALL:  How about in the past?  

MS. SQUIRES:  Not in my recollection.  I don't believe we have in the past either.

     MR. DINGWALL:  Now, you mentioned that you've looked at contracts with partners.  Are there any other third parties with whom you involve yourself with DSM activities into which you've entered contracts?  

     MS. CLINESMITH:  We would have contracts with people like Natural Resources Canada, and perhaps other delivery agents.  We do not have contracts directly with customers.  And in no contract is this a subject of discussion.  Excuse me.  Even the incentive agreements with customers do not discuss greenhouse gas emissions.

     MR. DINGWALL:  What about the reduction –- what about any other offsets?

     MS. CLINESMITH:  We just discussed volumes of gas saved.

     MR. DINGWALL:  So that takes care of number 56.

     57, again, it's a request for information.

     MR. RYCKMAN:  We can undertake to provide that.

     MR. DINGWALL:  If you could do that, Mr. Ryckman, on an annual basis, that would be much appreciated.  

Mr. Bell?

     MR. BELL:  That will be Undertaking JT1.35.

UNDERTAKING NO. JT1.35:  TO PROVIDE AN ANSWER TO CME
QUESTION 57 

     MR. DINGWALL:  Number 58.  Two left.  

“Please confirm the company's position, as stated in the 2006 rates case, that the proceeds from the sale of any emissions credits” – and I’ll just be specific, resulting from DSM programs – “will go to ratepayers.”

     MR. RYCKMAN:  The company's not in a position to provide a –- we haven’t got a plan to deal with offset credits at this time, so we can't comment on how they will be treated.

     MR. DINGWALL:  Is that a change in your position from the 2006 rates case?  

     MR. RYCKMAN:  No, that's not a change from the 2006 rate case.  I recall saying the same thing on the stand when I was being cross-examined by Mr. Shepherd.  

     MR. DINGWALL:  I think Mr. Neil has had something different to say.

     MR. RYCKMAN:  I can tell you what my comment was on the record in that case, and, once again, the rules of engagement in ownership of credits, none of that has been established at this point in time.  So it's pure speculation on anyone's part to draw those conclusions.

     MR. DINGWALL:  Mr. Ryckman, I take it your answer is also dispositive of question number 59?

     MR. RYCKMAN:  Correct.

     MR. DINGWALL:  Thank you.  Those are my questions.

     MR. MILLAR:  Thank you, Mr. Dingwall.  I guess we're down to our last party, Pollution Probe.

     MS. McLAUGHLIN:  Thank you.  

So I take it that our questions will be labelled KT1.8?

     MR. BELL:  Correct.  

     EXHIBIT NO. KT1.8:  POLLUTION PROBE’S QUESTIONS TO

EGD

CROSS-EXAMINATION BY MS. McLAUGHLIN:

     MS. McLAUGHLIN:  Now, I realize that it's late, and some of my questions may have been touched on earlier, but as there are only six of them, I'm just going to run through them all quickly.

     So, our first question.  Could you please state the total DSM expenses from 1995 to 2005 inclusive?

     MR. BROPHY:  That information will be on that mother of all tables that we talked about earlier.

     MS. McLAUGHLIN:  Thank you.

     Moving on to question 2.  This one begins from the starting point of your Exhibit B, tab 2, page 4, where you refer to the fact that 35 percent of your hearing days in your fiscal 2003 rate hearing were devoted to DSM.  

So for part A, could you please tell me how many -- or the number of your hearing days as a percentage of total hearing days that took place in your subsequent rate hearings?

     MR. BROPHY:  As you mentioned, in 2003, it was approximately 35 percent or 10 days out of, I think, 29 in total.  In 2004, that was just an extension of 2003, so there actually were -- it was 0 percent in that, because of the nature of that hearing.  For 2005, it's approximately 6 percent, or one out of 17 hearing days.  And for 2006, it was approximately 13 percent, or 5 out of 40 hearing days.

     MS. McLAUGHLIN:  Thank you.

     So question 2 (b):  

“Could you please state the DSM-related regulatory costs for the 2003 fiscal year hearing and each subsequent annual rate case?”

     MR. BROPHY:  I don't think we're able to provide that information.  We had a look when we saw the question, and we weren't able to compile it.

     MS. McLAUGHLIN:  Now, is that because it's not available or it's too onerous to go through?

     MR. BROPHY:  All we have for those years that we could find is the total, but that's irrelevant, I think, to your analysis.  If you don't have DSM costs, then you can't do it as a percent in total, which is, I think, what you're trying to do, so --

     MS. McLAUGHLIN:  So, I'm sorry, are you saying you have the total regulatory costs, you just don't have it broken down into --

     MR. BROPHY:  What portion is related to DSM alone.

     MS. McLAUGHLIN:  Okay.  So then you should be able to provide question 2(c), which does ask for the total regulatory costs?

     MR. BROPHY:  I believe we can provide that.

     MS. McLAUGHLIN:  Okay.  Thank you.

     MR. BELL:  Okay.  I give that Undertaking JT1.36.

UNDERTAKING NO. JT1.36:  TO PROVIDE AN ANSWER TO
POLLUTION PROBE’S QUESTION 2(C)

     MS. McLAUGHLIN:  Thank you.  Now question 3: 

“Referring to your written submissions dated August 26th, 2005, in which you propose a cash incentive equal to 50 percent of the purchase price of new natural gas appliances to encourage fuel switching, which is to be financed by the utility's customers and/or taxpayers, can you suggest any alternative marketing mechanisms that would achieve the same megawatt target of 1,490, at a lower cost to the utility's non-participating customers or taxpayers?”

     MR. GREEN:  We haven't identified or designed any alternative programs or mechanisms at this time, which would help to achieve those results.  We are in the process of investigating those -- any fuel-switching programs that are going to be options for the future.

     MS. McLAUGHLIN:  Is there any preliminary information you would be able to provide?

     MR. GREEN:  We haven't --

     MS. McLAUGHLIN:  Not at this time?

     MR. GREEN:  -- ventured too far into that.

     MS. McLAUGHLIN:  All right.  Thank you.

     Question number 4:  

“What do you believe should be the funding levels and/or targets for your fuel-switching programs that will be established?”

     MR. GREEN:  I think we believe that, you know, those funding levels and any program activity with respect to fuel switching certainly should be established by Enbridge on a grassroots basis, in consideration of the market conditions and overall business objectives, as well as priorities in any given year.

     MS. McLAUGHLIN:  I'm going to just jump to 4(c) and return to 4(b), because it follows better from the answer that you've just given.

     So if you're relating to the market to determine your rates and funding, what market sectors would be priority targets for your fuel-switching programs?

     MR. GREEN:  Well, I think all market sectors would be considered as targets for fuel-switching programs, with a priority placed in any given year - I'm sorry to cut you off there - on markets where the opportunity and market conditions are certainly suitable to that.

     By way of example, consideration would be given to activities of other market players to find some suitable leverage or partnership opportunities that may maximize some program results.

     MS. McLAUGHLIN:  Can you give any examples of anticipated other market players at this time?

     MS. SQUIRES:  I'll just comment that we would be certainly interested or agreeable to discussing opportunities with the Ontario Power Authority as an example.

     MS. McLAUGHLIN:  Okay.  Thank you.  And so, returning to 4(b), then, which may be similar to 4(a): 

“What test do you believe should be used to

measure the cost-effectiveness of the fuel-

switching programs?”  

     MS. SQUIRES:  From Enbridge's prospective fuel switching programs, I think we've mentioned at some point today, are consistent with our core business, and from that standpoint, we would evaluate fuel switching activities as we would any growth opportunity within the company.

     And we do that on a business case basis.  So we look at the full spectrum of benefits and costs related to the activity from the utility's perspective, as well as the customer's perspective, and make our decisions based on that process.

     MS. McLAUGHLIN:  Okay.  And question number 5:  

“Could you please state the forecast natural gas through put volumes for the years 2007, 2008, and 2009?”

     MR. BROPHY:  This answer would relate to question 5, part A, part B, and actually part A of the following question, 6.  I'm not sure if you were here this morning, but we indicated that we don't have any information regarding ‘07, ‘08, or ‘09, that we can provide at this time.

     MS. McLAUGHLIN:  Okay.  Has it been considered at all?  Because earlier this morning it was mentioned that erosion of throughput was a risk, and I'm just wondering if any analysis has been undertaken for those years to substantiate that?  

     MR. BROPHY:  Not for ‘07, ‘08 or ‘09, no.

     MS. McLAUGHLIN:  Thanks.

     So, moving on to question 6(b), then, could you please state the OEB-approved debt-to-equity ratio?

     MR. BROPHY:  The approved debt-to-equity ratio is 65 percent to 35 percent.  And I'll give you a reference.  That's as per EB-2005-0001, the final rate order.     

MS. McLAUGHLIN:  Thank you.  My final question, 6(c):  

“Could you please state Enbridge's marginal corporate income tax rate?”

     MR. BROPHY:  Enbridge's marginal corporate income tax rate is 35 percent, is my understanding, but that does not take into account any of the impacts of, you know, the recent federal budget that just happened.  So there may be some variance.

     MS. McLAUGHLIN:  Thank you.  Those are all of my questions.


PROCEDURAL MATTERS:

     MR. MILLAR:  Okay.  Thank you very much, and thank you, everyone.  

Dennis, or Mr. O'Leary, pardon me, just one quick question.  We have something like 36 undertakings, and aside from saying you'll do them as quickly as you can, is there any indication from the company as to when we might see answers on some or all of these?

     MR. O'LEARY:  We will be working on them starting presently.  Several of us will be here tomorrow for Union, so that is going to eat into at least the ability of those people to participate in the answering of the undertakings.  But we hope to have, without promising it, some done for tomorrow.

     But I would like to think we'll get the vast majority of them done next week.

     MR. MILLAR:  Okay.  Thank you.  And, again, thanks, everyone.  We're starting again tomorrow at 9 a.m. in this room.  We're not on 17.  We've secured this room.  And I'll see you all then.

--- Whereupon the Technical Conference adjourned at 6:11 p.m.
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