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     --- Upon commencing at 9:09 a.m.


MR. MILLAR:  Okay.  Good morning, everyone.  I think we'll get started.  Welcome, and thank you for attending.  This is a Technical Conference in the EB‑2006‑0034 Enbridge proceeding.  This is a Technical Conference regarding questions related to Open Bill Access.


Perhaps we'll start just by going around the room with appearances, and then we'll get right into the questions.


I understand that Mr. Shepherd is going to start, and, hopefully, if there's some duplication in other people's questions, you'll cross those off as Mr. Shepherd asks them and they are answered.


I'll start here.  My name is Michael Millar.  I'm counsel for Board Staff.  To my left is Richard Battista and to my right is Edik Zwarenstein, also of Board Staff.  Why don't we move around the room?


Oh, I'm sorry.  Just to remind ‑‑ some people may be new.  To give a quick tutorial on the mikes:  If your green light is on, that means your mike is on; if it's off, it's off.  I ask that you keep the green light off unless you plan your remarks to be on the record, because the mikes are quite sensitive and they'll pick up rustling paper and they will also pick up conversations you probably thought were private.


So I'd ask that you keep the green light off if you're not speaking, and you just press it to turn it off and on.


APPEARANCES:

MR. GIBBONS:  Jack Gibbons, Pollution Probe.


MR. POCH:  David Poch, counsel for the Green Energy Coalition.


MR. CASS:  Fred Cass for Enbridge Gas Distribution, and with me are Patrick Hoey and Robert Bourke.


MS. RUZYCKI:  Nola Ruzycki, Ontario Energy Savings.


MR. TESFAYE:  Hani Tesfaye from Ontario Energy Savings.


MS. CRAIN:  Kirsten Crain for Union Energy.


MR. SHEPHERD:  Jay Shepherd, HVAC Coalition.


MR. BUONAGURO:  Michael Buonaguro for VECC.


MR. HIGGIN:  Roger Higgin, consultant to VECC.


MR. MANN:  Patrick Mann, Union Gas.


MS. GIBBS:  Andrea Gibbs, Direct Energy.


MR. FORSTER:  Ric Forster, Direct Energy.


MR. MATTHEWS:  Dave Matthews, Direct Energy. 


MR. MILLAR:  Okay, thank you.  Mr. Cass, I don't believe you had an opening statement or anything of that nature.  There was nothing to be said before we get into the questions?


MR. CASS:  That's right.


MR. MILLAR:  Maybe I'll let you introduce your witness panel, and then I believe Mr. Shepherd wanted to go first, so we'll get right into the questions.


MR. CASS:  All right.  I think probably most people know the witnesses.  Starting closest to me is Steve McGill.  Next to Steve is Kerry Lakatos‑Hayward, and then the third witness is Paul Green.


I don't know whether you want to give your positions or introduce yourselves in any greater fashion than that.  I think most people know you.

ENBRIDGE GAS - PANEL 1:

Steve McGill; Paul Green; Kerry Lakatos‑Hayward

MR. McGILL:  I think that's fine.  We can proceed from there.


MR. SHEPHERD:  And on with the show.


QUESTIONS BY MR. SHEPHERD:

MR. SHEPHERD:  Witnesses, you have the list of  questions we provided.  I may have some supplementals along the way, but I'm going to try to run through them pretty much in the order that we've provided them to you.


And they roughly follow the order of your evidence, as well, just because that was the easiest way to write them.


And my questions are for the panel at large, and please just whoever has the answer, feel free.


So please describe in detail the dependencies between Open Bill Access and the Customer Care RFP that led to the delay in obtaining open bill costing.  And in this context, I'd appreciate it if you would include specific references to the evidence on the Customer Care RRP that justifies this.


MS. LAKATOS‑HAYWARD:  Certainly, and I think just by general comment for the panel here, we have taken the time to go and prepare answers for all of these, so we certainly don't want to read from a script, but we will refer to our notes, certainly.


MR. SHEPHERD:  Do you have written answers to all of these?


MS. LAKATOS‑HAYWARD:  Not all of them, no.


MR. SHEPHERD:  But some of them?


MS. LAKATOS‑HAYWARD:  No.


MR. SHEPHERD:  Okay.


MS. LAKATOS‑HAYWARD:  So, in terms of the first question, the delay in obtaining the open bill costing was really a result of the time that was required to negotiate the open bill pricing with the current vendor during the transition‑out period.  So that's really the rationale.


There are no references in the evidence to delays in obtaining the open bill costing.


MR. SHEPHERD:  So, sorry, that's not actually responsive.  Your evidence says that there was a dependency between the customer care RFP and Open Bill Access, and it's the dependency I'm asking about.  


If it took you a long time to negotiate, that's one thing.  I'm trying to find out why the customer care RFP caused a delay.


MR. McGILL:  I'm just trying to figure out whether this is turned on or off.


One of the major components that's associated with the customer RFP is negotiating with CWLP and, to some extent, Accenture a transition‑out so that we have a plan in place and contracts to support that plan that allow for a transitioning away from the current customer care service provider.


That's a significant task, and the open bill provisions, what we've been able to negotiate over the course of the last two or three months have been part of that overall negotiation of the transition‑out.  


So there are some interdependencies with respect to how we're going to move from the current service provider to the new service provider, and those things had to be addressed as part of negotiation to carve out the services we require to support the open bill plan.


MR. SHEPHERD:  Now, you haven't finished your negotiations of the transition‑out agreement, have you?


MR. McGILL:  Not entirely, no, but one of the things we have been able to achieve in the latter part of 2006 was a commitment from CWLP with respect to what the charges would be to support the open bill service.


MR. SHEPHERD:  Thank you.


With respect to the minutes of the consultative meetings, can you confirm that not all minutes have been reviewed or approved by all members?


MS. LAKATOS‑HAYWARD:  To the best of the company's knowledge, the minutes that were included in the update were reviewed and approved by the consultative.  All comments from parties were included and no further correspondence received.


We do note, because this was addressed in one of the consultative meetings - and that's at D1, tab 11, schedule 18 - that the group ‑‑ that the way that we've decided to treat the minutes is that we will make a best‑efforts attempt to ensure that the minutes are an accurate reflection of discussions held.  However, to be clear to all parties, the minutes are non‑binding and will not prejudice any party.


And we also agreed that silence does not necessarily mean acceptance.


MR. SHEPHERD:  So if the minutes say somewhere that a particular party took a position, that's irrelevant for our hearing purposes?  Is that my ‑‑


MS. LAKATOS‑HAYWARD:  It's on a non‑prejudicial basis.


MR. SHEPHERD:  Okay.  Well, just referring to those same minutes you talked about, D1, tab 11, schedule 18, on the first page, there was a ‑‑ there is a reference at the bottom, in fact, to myself and the fact that I had not approved the previous set of minutes.  Has that happened yet?


MS. LAKATOS‑HAYWARD:  To the best of our knowledge, you have not replied either yes or no.


MR. SHEPHERD:  Please provide a list of companies that have made unsolicited requests to the company to access the billing envelope; that is, to do bill inserts in a second list of companies that the company approached to participate in the bill insert pilot.


MS. LAKATOS‑HAYWARD:  With respect to that -- with respect to the unsolicited parties, as you are well aware, the party had three third‑party bill inserts in 2006.  This was Carrier Canada, Lennox Service Experts and Aire One Heating & Cooling.  In terms of those parties who --


MR. SHEPHERD:  Sorry, let me just stop you.  Those three were unsolicited requests to participate?


MR. GREEN:  Yes, I'd say they were unsolicited.


MR. SHEPHERD:  Thank you.


MS. LAKATOS-HAYWARD:  With respect to companies who were approached by the company to participate, we can confirm that a meeting was held with Ozz Energy to discuss overall access to the bill.  At that meeting, bill inserts were brought up in a general fashion.  However, Ozz Energy decided not to pursue that further.


MR. SHEPHERD:  And they're the only ones that you approached?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  In the pilot you have priced the inserts at 5 cents each.  What was the basis of that price, and what data did you have to support it?


MS. LAKATOS-HAYWARD:  We've already answered that question, so I'm going to refer you to D1, tab 26, schedule 19, part A.


MR. SHEPHERD:  D1, tab?


MS. LAKATOS-HAYWARD:  Sorry.  That's I1, tab 26, schedule 19, Part A.

MR. SHEPHERD:  And can you just help us out?  How is that responsive? 


MS. LAKATOS-HAYWARD:  I can read that interrogatory response, if that's what you wish me to do.


MR. SHEPHERD:  No, I don't want you to read it.  I don't have it in front of me because I didn't realize that's where your answer was.


MS. LAKATOS-HAYWARD:  If you want to refer to the second page in the second paragraph.


MR. SHEPHERD:  Mm-hm.


MS. LAKATOS-HAYWARD:  We do talk about that from the bill insert pilot the 5-cents bill was accepted into the marketplace, and then we estimated what the average cost per bill insert, $80,000, was.  The company did look at what would be a market comparator, and we looked at things like the Toronto Star, the Toronto Sun, Ottawa Citizen, plus community newspapers, and the combined circulation and the cost to achieve that circulation was between 80 to $115,000.  That was our market comparator.


MR. SHEPHERD:  Thank you.


Now, the bill inserts that you've done so far and that you are continuing to do are a pilot.  How do you plan to use those in designing and implementing the full program? 


MS. LAKATOS-HAYWARD:  Sorry.  Just give me a minute here.


MR. GREEN:  Perhaps I could help out there, Mr. Shepherd.  The pilot has gone well, and the result of that in discussions as well through the consultative, et cetera, at Exhibit 1, tab 11, schedule 27 and 28, form the latest version for the company to pursue to the marketplace a binding request for bids.


 I think we've talked in the consultative in a couple of points of different meetings that there's -- as we said, that the bill inserts seem to have been well received, certainly by the parties that participated in it.  And what we have found, there's no pickup in call centre volumes recorded with respect to calls or the customer complaints that we spoke.


MR. SHEPHERD:  The intention of the pilot, then, was not so much to learn new things that allow you to re-design your program, but rather to validate the program plans that you already had and make sure that no surprises were going come up.  Is that fair to say is that fair?  

MR. GREEN:  I’m not sure I would agree a hundred percent with that characterization, Mr. Shepherd.  I think certainly a validation from a framework perspective of what we think is appropriate to go forward to the marketplace with, based on our customer research and what customers were looking for.


 However, having said that, I think the process from a go-forward perspective, we will obviously learn things as we go forward, certainly from customers' response to the process and the marketplace response.


MR. SHEPHERD:  Have you made some changes in your program as a result of the pilot from what you originally thought you were going to do? 

MR. GREEN:  I take you back again to Exhibit 1, tab 11. Schedules 27 and 28 form the latest versions, the versions for the binding request for bid process.  Obviously as we've gone through the pilot, one of our learnings has been, or the ability from our service provider is to - and I think it's one of the HVAC questions later on - is about postal code distribution, so I think, as we've said, we have the framework in place from which to go forward.


MR. SHEPHERD:  Sorry, I didn't understand that.  You learned what about postal code distribution?


MR. GREEN:  When we talked about the ability to add hoppers, or that physical/mechanical opportunity to add a hopper for a bill insert also in discussions with our service provider, the ability to actually target a specific postal code.  Originally, initially, it was likely restricted to regional distribution areas, a much larger group, so if an interested party wanted to partake in the bill insert service, they would have been limited to a much larger target area.


MR. SHEPHERD:  But then, in the consultative, you were told targeting postal walks would be better, right? 


MR. GREEN:  Your comment, we were told.  It was suggested, lots of discussion in the consultative that suggests, yes, the ability to be able to get it to a targeted postal code would be beneficial.  And it was agreed at that time that it would be beneficial.


We weren't sure how quick that process was going to be able to happen.


MS. LAKATOS-HAYWARD:  Just to add to that.  Based on the feedback provided by the consultative, the company has been responsive to that suggestion and has modified from the pilots going forward into the binding bid for bill inserts to be able for third parties to target down the distribution to a postal code level.


MR. SHEPHERD:  You didn't learn that, then, from the pilot, but you are making that change because of the interaction in the consultative?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  Thanks.


You've said that companies participating in the bill insert pilot have told you about a positive customer response to the insert.  Can you provide us with copies of those communications, please?


MR. GREEN:  All of the responses from the participants or the customers have been verbal, as far as they're talking about their interest in their uptake in the results that they've had.


MR. SHEPHERD:  None of the companies participating have sent you an e-mail?  Not one e-mail?


MR. GREEN:   No, not one of those participating companies have sent me an e-mail about the results.  We've talked anecdotally how they, or for Carrier Canada, by way of example, how their representative organizations, and I think they have about 124 dealers in their network organization -- I'm not sure exactly how many of those are actually in Enbridge Gas Distribution's territory, so it's probably a smaller number, Mr. Shepherd.  But they've been talking about the value that they found in the program.


MS. LAKATOS‑HAYWARD:  I think, just to add to that, I don't think it's overly surprising that a third party would provide written feedback to an advertising forum.  I mean, this is competitive market information on their part.  


I doubt that they will provide to the company ‑‑ this is the increase in sales that we've generated as a result of bill inserts.


The feedback that we've received is that they are generally very pleased with the bill insert and the uptick in their sales, but for understandable reasons they're not prepared to share that data with us.


MR. SHEPHERD:  There's some confusion about what products or services are going to be included in the on-bill component of your proposal.  So can you confirm that if a product or service is not either energy or energy related, it's not going to be included?


MS. LAKATOS‑HAYWARD:  That characterization is not 100 percent correct, and what the company did talk about with the consultative group -- and this is actually included in the schedules, but the company discusses that complementary products and services, which are offered as a bundle to a customer, will be permitted.  


So in that regard, schedule 27, page 4, schedule A, you know, at the bottom, we've got language that states: 

"The company may allow for the promotion of bundled products and services where the primary focus of such promotion is on natural gas energy appliance and complementary products or energy efficiency."


However, we do go on to talk about that if there are bundled products, we do ‑‑ we will allow for that as long as the primary product is natural gas energy appliance or complementary products.


MR. SHEPHERD:  So in our next question, we've asked for some clarification on bundles, and there's a couple of examples.


For example, if you have a monthly home repair program, pay us $200 every month and we'll repair anything in your house that's broken.  And it includes the furnace, it includes the air conditioner, but it also includes everything else.   Does that count?


MS. LAKATOS‑HAYWARD:  Yes.  As long as there is a primary focus on natural gas, energy appliance and complementary products or energy efficiency, that would count.


MR. SHEPHERD:  And "primary" means that most of what you do is energy, or energy is included?


MS. LAKATOS‑HAYWARD:  Most of what you do is energy.


MR. SHEPHERD:  So I just gave you an example of a situation in which everything in the house is covered, and you think that that then would be primarily energy?  I'm just trying to get a sense of how far you can go.


MS. LAKATOS‑HAYWARD:  If in regards to the billing transaction the primary focus is on energy, so there are energy components, we will allow, and recognizing that the third parties are -- you know, they're customer driven, they're responsive to customer needs, that in that bundle there are other products.  And you've got the example there of TVs and stereos.  


As long as the major component of that is we're going to offer a service program around HVAC equipment or water heaters or what have you, then we will allow that bundle, recognizing that's how these third parties will market to customers.


MR. SHEPHERD:  Okay.  I'm still confused as to whether "primary" means mostly or "primary" means it's included.  At one point you just said there, if there's an energy component, it qualifies, and the other point you said as long as the major component is energy.


I just -- are you going to test in some way to see whether this is fundamentally an energy product or it's fundamentally a home services product?


MS. LAKATOS‑HAYWARD:  I think what you're questioning is what is ‑‑ how do you interpret the word "primary".


MR. SHEPHERD:  I think that's probably right.


MS. LAKATOS‑HAYWARD:  Right.  And the company will make the final determination as to whether it is an approved eligible product and service under that definition.


MR. SHEPHERD:  Now, there are existing rules for bundled products now that apply to Direct Energy; correct?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  And are these the same rules now that you're proposing to apply, or are they different in some way?  Are there things that are included now that won't be ‑‑ or that aren't going to be, or vice versa?


MS. LAKATOS‑HAYWARD:  No.  The rules will apply to everyone in an equal fashion.


MR. SHEPHERD:  That's not the question I asked.


The question I asked is:  Is there a change in the rules from the current rules to the proposed rules?


[Witness panel confers]


MS. LAKATOS‑HAY:  I just wanted to clarify that we don't believe that the rules will differ significantly from what it is today.  What I just wanted to clarify with my colleague here is that obviously the relationship is between CWLP and Direct Energy that you're asking, so we're not, you know, entirely clear of the rules.  We don't have any visibility into that.


But our understanding is not that it would be visibly different than what it is today.


MR. SHEPHERD:  Sorry, and maybe -- I probably misunderstood what you said.  Are you saying that in setting up these rules, you didn't look at what the current rules are?


MR. McGILL:  Well, to the extent we are aware of the rules that are in place between CWLP and Direct, and the extent that we are aware is that we do have input into how the Enbridge bill is used.  


CWLP is currently a service provider to Enbridge Gas Distribution and Direct, and it's similar to the process for vetting the content of the bill inserts.


If CWLP was to ‑‑ or, pardon me, if Direct Energy was to go to CWLP with a proposal to bill for something different on the Enbridge bill, CWLP would have to come back to us and vet that, to confirm that Enbridge Gas Distribution would accept that.  They couldn't just go out and do it unilaterally without any input or consultation with Enbridge Gas Distribution.


So through that process, we have some understanding of the relationship between CWLP and Direct as it applies to the use of the Enbridge bill.


MR. SHEPHERD:  There's nothing that's being billed on the bill that you haven't approved, because the contract says that you have to approve it or it can't be on the bill; right?


MR. McGILL:  That's right, yes.


MR. SHEPHERD:  So everything that's on the bill you've approved?


MR. McGILL:  Yes, and that's what I'm saying.  So let's say if Direct came in and they wanted to bill car loan instalments on the bill.  CWLP would have to come back to us and we would say no.


So we have control over what goes on and off, and I think the rules that we're proposing here, in terms of the bundling, are similar to what's in place today.


MR. SHEPHERD:  Okay.  And you don't know, you can't point to any specific differences between the existing rules and the new rules ‑- or I shouldn't say the existing rules, because you don't know what the rules are, right, but you do know what's actually on the bill?


MR. McGILL:  Yes, and we have our own principles with respect to what we're prepared to allow and not allow on the bill.


Now, you know, we could sit here all day and come up with hundreds of examples, like the car payment, and say, Well, okay, apply your principle and what would you do?  But I don't think that's a productive way to proceed, and I know there's been a lot of that discussion in the consultative.


MR. SHEPHERD:  Yes.  No, I didn't ask that.  All I want to know is that Direct Energy is billing certain things on the bill.  Are any of those things not going to be allowed under the new rules?


MR. McGILL:  I don't believe so, no.


MR. SHEPHERD:  And are there any additional things, as far as you know, that you are planning to allow on the bill that aren't currently on the bill?


MR. McGILL:  I think that would only be is if they were packaged, as we've indicated before, with a service that relates to a gas-consuming appliance.


MR. SHEPHERD:  Thanks.  Sorry to take so long as with that.  It's created some confusion with a lot of people, as you know.


You have said that there are system changes that will cost $610,000 to the existing CISs, I guess; right?


MR. McGILL:  Yes.


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Do you have the quote?  Can we see it?


MS. LAKATOS-HAYWARD:  You've asked for -- in this question there are three specific quotes.  Let me just kind of from a chronology point of view walk you through the three.


 The 3.5 million, I'm just going to refer you back to our last rate case.  And, sorry, it's EB-2006-001.  There was an undertaking that we prepared for 2005, J272.  That's where you had prepared a summary of what that cost estimate was for the 3.5 million.  We can prepare a similar summary for the two subsequent estimates.  So the first one we obtained in August, and that was for the $328,000, approximately -- sorry.  $326,000.  And the $610,000 was obtained later on in the fall.


 We can endeavour to provide you with a summary of those estimates.


MR. SHEPHERD:  That would be useful, but you asked for a quote.  Presumably ABSU gave you a quote in writing?


MS. LAKATOS-HAYWARD:  Mm-hm.


MR. SHEPHERD:  I've asked you to table them.  Where are they?


MS. LAKATOS-HAYWARD:  We are prepared to provide you a summary of that estimate.


MR. SHEPHERD:  I don't want a summary, I want the document.


[Witness panel confers]


MS. LAKATOS-HAYWARD:  The company is prepared to provide the summary, but we're not prepared to provide the actual estimate.


MR. SHEPHERD:  I wonder if I could ask counsel the reason for the refusal.  There's a limited category of reasons why an interrogatory can be refused, and I just want to know which box it's in.


MR. CASS:  All right.  I'll just take a moment and speak with the witnesses.


MR. SHEPHERD:  Go ahead.

    [Mr. Cass confers with panel]


MR. CASS:  Jay, I think the concerns are twofold.  First, there is not a final quote received yet.  Second, what the company does have contains information that is sensitive to Direct Energy.


MR. SHEPHERD:  I didn't ask for anything related to Direct Energy; I don't understand that.


MR. CASS:  Well, that's the answer, Jay.  The company does not have a final quote that it can provide to you.  The document that it does have it's unable to provide because it includes confidential Direct Energy information.


MR. SHEPHERD:  Then we know what the rules are for confidential information.  If something's confidential, you file it with the Board and request confidentiality.


I'm asking you to confirm that these three documents - because I asked for three, not one - will be filed in confidence and a request for confidentiality will be made.


MR. CASS:  Well, I'm not going to confirm that, Jay.  I'm not even sure it's been confirmed there are three documents.


MR. SHEPHERD:  I'm entitled to know whether the $3.5 million was a written quote or not.  Let's start with that.  Was it a written quote or not?


MS. LAKATOS-HAYWARD:  The $3.5 million was a written quote.  We go back to the hearing last year, where it was deemed sufficient to provide a summary of that estimate to the Board.  So we're relying on that guidance as well.  We are prepared to provide a summary of the quote, which should provide all of the information that you're looking for with respect to what are the system changes required and what were the assumptions made in developing that quote.  

There is other information contained in the latter two quotes which are not complete and have been subsequently updated, and, as Mr. Cass indicated, relate to other matters that have been combined and are sensitive to Direct Energy.


MR. SHEPHERD:  Okay.  I'll take that as a refusal.


The next question is, you've said that during the interim period, all charges from new participants will have to be inclusive of tax.  Is that also true of Direct Energy?


MS. LAKATOS-HAYWARD:  In regards to the previous questions that you provided, could you give us the number, please?


MR. SHEPHERD:  Eleven.


MS. LAKATOS-HAYWARD:  In that year, you're asking during the interim period all charges from the incumbent Direct Energy must also be inclusive of tax?


MR. SHEPHERD:  That's right.


MS. LAKATOS-HAYWARD:  No.  That is not correct.  Direct Energy has already made a significant investment in CIS, and its charges separate taxes as currently is the case.


 We can comment that the company's approach to adding other third parties to the bill is to minimize as many barriers of entry as there are and to keep the system change costs low and minimize any up front costs.


 If a company wanted to add tax management functionality, this would be a separate service that they would need to pay for and the company would be prepared to facilitate that process.


MR. SHEPHERD:  But the company's going to offer that service to Direct Energy from the outset?


MS. LAKATOS-HAYWARD:  Direct Energy has already built that functionality and made a significant investment in the CIS.


MR. SHEPHERD:  So the CIS can do this, but because Direct Energy pays for it you can't let anybody else do it? 
MR. McGILL:  No.  There's a couple of things here in play.  One is that even with open bill, where Direct Energy is purchasing the billing service from Enbridge Gas Distribution, Direct Energy will still be purchasing other services from CWLP that they do today.  In effect, what we've done is we have unbundled the service that Direct has been buying from CWLP into a billing-specific component, and then there's other administrative work performed by CWLP for Direct.


 They're going to continue to buy that service from CWLP. So that's one thing, that Direct is no different than anyone else; they have to have these back-office functions.  They either have to do it internally or they have to hire somebody to do it.  EGD is just not prepared to provide that service to Direct or any of the other potential open bill clients.


 The second thing is that there is some history in play here.  We have business processes and systems that are originally derived when the old Consumers Gas was fully bundled.  As Kerry said, we're trying to put this in place on an interim basis at the lowest possible cost to make it easy for parties to make use of the service.


 The last point is that when we implement the new CIS, the interface to that new CIS will provide the same access with the same business rules, with the same transaction rules and data protocols for all users of the open bill service.


 Any differences in the way it's done for Direct initially, and how it's offered to anyone else, will be interim.


MR. SHEPHERD:  Okay.  Sorry.  That's useful, but I guess what I don't understand is if the system has the capability to split tax out from the rest of the bill.  It's an advantage to the billing entity to do that.


MR. McGILL:  Right, but if we were going to offer tax accounting as part of the open bill service across the board, then we would have to go back to CWLP.  We would have to renegotiate the fee that we have with them, because then we would be adding more value to what we provide, okay.  So that's one issue.  

And then that $610,000 that it's going cost to untangle the system in a very rudimentary way to get this in place on an interim basis would probably jump to a much higher number, back to that $3 million-plus number that we were talking about a year or so ago.


So what we've tried to do is carve this down to the bare minimum amount of change required to make this thing work on an interim basis.


MR. SHEPHERD:  I don't understand.  The functionality is already in the system for tax.


MR. McGILL:  But it still has to be separated out, and that's ‑‑


MR. SHEPHERD:  Sorry, why?


MR. McGILL:  ‑‑ where the big cost out.


MR. SHEPHERD:  Separated out in what way?  You're raising something that hasn't occurred to me.  This CIS is ‑‑


MR. McGILL:  Well, if you have to manage multiple GST numbers in the system, that is a huge change.


MR. SHEPHERD:  I see.  I see.  I see, okay.  In the assignment of receivables, your proposal is that you'll accept an assignment of receivables being billed on the bill and pay 99.5 percent of the receivables to the billing company; right? 


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  And that's going to include the payment for bundles?  If somebody is billing on the bill a bundle that has some energy stuff in it, but also has a bunch of other things, you're still going to guarantee the whole receivable, not just the energy component; right?


MR. LAKATOS‑HAYWARD:  That's correct.  As long as it's part of a bundle, we will provide the receivables guarantee.


MR. SHEPHERD:  Now, I couldn't understand your comment on page 3 of schedule 6 with respect to late payment penalties.


If a bill that includes your charges and somebody else's charges is late, you're going charge a late payment penalty; right?


MR. McGILL:  Yes.


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  And how are you going to account for that?  Who's going to get that money and how is it going to work?


MR. McGILL:  Our proposal is that Enbridge Gas Distribution would receive the late payment penalty revenue.  We're taking an assignment of the receivable.  We're taking custody of that receivable.  It's ours to collect, and if the customer is late paying it, then any late payment penalties that accrue to that receivable are for the account of Enbridge Gas Distribution.


MR. SHEPHERD:  So then in this rate case, have you projected an increase in your late payment penalties to reflect the fact that you're proposing to bill ‑‑ to open up the bill and have more on the bill?


MR. McGILL:  I don't believe that there was an adjustment made in the calculation of the estimated late payment penalty to take this into account.


MR. SHEPHERD:  Thanks.  If you collect less than 99.5 percent of the receivables, your ratepayers have to pay for that; right?  This gets eaten by your ratepayers?


MR. McGILL:  Not in the test year.  We would be at risk ‑‑ this is our forecast for the test year, so we would -- in 2007, we're at risk for it.  Now, if that got reflected in budgets of bad debt --


MR. SHEPHERD:  Yes.


MR. McGILL:  -- in future years, then we would be in here talking about how we came to that budget number, and if the total bad debt was driven up by receivables flowing out of this program, then we'd have something to discuss.


But for 2007, the bad debt forecast hasn't been impacted by this.  We're not anticipating that it's going to be impacted by this in any kind of significant way.


So, you know, we've got a budget for bad debt for  2007 and we're at risk for it.  We've got to collect that next year or this year.


MR. SHEPHERD:  Okay, it's interesting you say that, because, of course, you have a budget for bad debt, which has gone up in 2007; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  So none of that increase is as a result of open bill?


MR. McGILL:  No.  Again, similar to the estimation of late payment penalty revenue, we haven't factored that in.  We're assuming we're going to ‑‑ like, right now we are at 0.049.  That's what we're writing off, and we're holding that constant.


MR. SHEPHERD:  So your end ‑‑


MR. McGILL:  Half of 1 percent, 0.049.


MR. SHEPHERD:  So you're holding that constant, but you're projecting that you're going to bill more on the bill?


MR. McGILL:  Yes.


MR. SHEPHERD:  So then you are including in your bad debt allowance the bad debt for the additional stuff, too; right?


MR. McGILL:  At the current level.


MR. SHEPHERD:  At half of one percent?


MR. McGILL:  Yes, which is what we're providing for or collecting through the service fees.


MR. SHEPHERD:  And what you're collecting through the service fees, then, what is it, 1.6 million or something like that?


MR. McGILL:  Well, we're collecting half of 1 percent of the receivable amount billed, so if the arrears on that incremental receivable is more than half of 1 percent, we're exposed to that.


MR. SHEPHERD:  So that 1.6 million, then, you're using that to offset your bad debt expense?


MR. McGILL:  Yes.


MR. SHEPHERD:  Okay.  Now, just let me follow up on that, because this is ‑‑ I'm a little bit confused here.


Direct Energy is billing on a CWLP bill right now; right?


MR. McGILL:  They buy ‑‑ they purchase the billing service from CWLP.


MR. SHEPHERD:  Is there a receivables guarantee for Direct Energy right now?


MR. McGILL:  I believe, in the contract arrangement between CWLP and Direct, that CWLP does provide some degree of bad debt coverage for Direct Energy.


MR. SHEPHERD:  And presumably collects some payment for that?


MR. McGILL:  Presumably, yes.


MR. SHEPHERD:  But -- and you don't see any of that?  EGD doesn't see any of that?


MR. McGILL:  All I know is that Direct Energy and CWLP are currently negotiating the part of the package that DE will no longer purchase from CWLP and the residual that they will continue to.


So I would expect that as part of that negotiation, that since DE will, in effect, be getting the bad debt coverage from EGD under the new model, that they will no longer need to purchase it from CWLP going forward.


But I'm not party to that negotiation, and I'm assuming that that would be part of that discussion.


MR. SHEPHERD:  So when ‑‑ so under the old system, when CWLP collected on a bill, they collected for both the Enbridge part and the DE part; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  They remitted 100 percent of the distribution component to you, and then they had -- with respect to DE's component, they had whatever deal they had with them?


MR. McGILL:  The arrangement was ‑‑ this has been discussed in prior proceedings at length, but the structure of the arrangement is such that if the payments coming in cover 100 percent of the billed amount, then each party gets 100 percent of their receivable.


If the payment is less than 100 percent of the total amount on the bill, then there's an allocation process that's applied to split the part payment between Enbridge Gas Distribution and Direct.


MR. SHEPHERD:  Okay.


MR. McGILL:  And that's been that way since 2000, and, as I had mentioned earlier, that's been discussed a number of times in this forum.


MR. SHEPHERD:  Now, you refer, in a number of places in your evidence, to a standalone bill.  First, why don't you describe what is a standalone bill.


MR. McGILL:  Well, that would either be a bill that only includes Enbridge Gas Distribution charges or open bill client charges.


MR. SHEPHERD:  So in the context of open bill, that first category of bill is irrelevant, right, because you're not charging for a bill that doesn't have anybody else on it?


MR. McGILL:  Other than Enbridge Gas Distribution.


MR. SHEPHERD:  Yes.


MR. McGILL:  Yes.


MR. SHEPHERD:  So then what are the circumstances in which you would have a bill that doesn't include gas distribution charges?  


MR. McGILL:  The only time that happens today, it's for in-franchise customers where there has been some dispute between Direct Energy and the customer with respect to the Direct Energy charge on the bill.


And if that dispute can't be resolved, then what happens is the Direct Energy charge is moved onto a separate bill, and that dispute is dealt with between Direct Energy and the customer and whatever settlement they come to would be reflected in future billing transactions or adjustments on that customer's account.


The Enbridge Gas Distribution charges stay on the original account, and Enbridge Gas Distribution collects them in the normal course.  Then by doing that Enbridge Gas Distribution has removed itself from the dispute between Direct Energy and the customer.


MR. SHEPHERD:  So in effect it's a split bill.


MR. McGILL:  That would be one way of referring to it.


MR. SHEPHERD:  Okay.


MR. McGILL:  But normally it only arises in a very small number of instances.  And it's basically to take Enbridge Gas Distribution out of that dispute between the customer and the third-party billing client.


MR. SHEPHERD:  I seem to recall, Mr. McGill, that maybe it was last year or the year before in the rate case, you were asked about the number of times that a customer specifically complained about the Direct Energy component of the bill, and it had to be segregated out.  You said something like it could be counted on the fingers of one hand.  It's a very small --


MR. McGILL:  I just said, it was very small.


MR. SHEPHERD:  Okay.  Are there any other

circumstances in which, under the proposal, you would issue a bill that didn't include gas distribution charges?


MS. LAKATOS-HAYWARD:  Yes.  There are two other examples that we can bring forward as to when a standalone bill would be prepared.  The first one, and I think we'll talk about this in one of the Union Energy questions, but we talk about orphaning of bundled products.  In a case where a customer has purchased a bundled product - let's say, for example, a rental water heater, a furnace, a security system - and they buy out the other two products and there's just the security system left, in that case, that's an example of an orphaned product.  In that case the company would still contemplate billing that.  That's perhaps not the best example because there's still a gas distribution bill. 

However, if there was an example where there's an orphaned bill where there are no other gas distribution charges, that's when we would allow it.


The second example is where the customer does not yet currently have a gas distribution account.  We call this a tenant 9 account because of the old tenant-and-landlord kind of relationship.  So there could be examples where tenants are actually paying for rental or finance products so we will allow that in those kind of circumstances.


MR. SHEPHERD:  Sorry.  I don't understand.  Somebody who uses gas heating, for example, they're a tenant in a multi-unit building, they use gas heating, but they're not the customer; the customer is the landlord.


MS. LAKATOS-HAYWARD:  Or the property management of the condo corporation, yes.

    MR. SHEPHERD:  But if the individual suite holder has purchased some gas appliance, say, from Direct Energy, then they can have a separate bill for them even though they don't have a gas distribution bill.


MS. LAKATOS-HAYWARD:  That's correct, yes.


MR. SHEPHERD:  It's only in the case of tenants?


MS. LAKATOS-HAYWARD:  That's one example.  I mean, I don't want to use this process to pin the company down definitively.  These are some examples that we can think of today.  What we have tried to put forward in the proposal, in the case that the third party needs to produce a standalone bill, where there are no gas distribution charges, that the company from a convenience for the third party will allow that standalone bill as long as that customer is within the franchise area.


MR. SHEPHERD:  See, this process is actually very much about pinning the company down, so forgive me if I ask more questions on this.


MS. LAKATOS-HAYWARD:  Well, we just can't see every single point, every ultimate scenario.


MR. SHEPHERD:  Understood.  But let me just give you

sort of a broad example.


Direct Energy comes to you -- I'm not picking on them on purpose; they just happen to be the biggest player right now.  I will pick on you later, Dave, but not right now.


Direct Energy comes to you and they say, Look it.  We have a whole bunch of electrical water heaters that we just bought from so and so.  Or, We have a whole town that we've now got their electric furnaces that we're selling to them.  Or whatever.  We don't want to have a separate billing system.  We would like to have all our billing on your bill.  Will you please issue bills to them for the air conditioners, or electric furnaces, or whatever that we've sold to them.  Will you do that?


MS. LAKATOS-HAYWARD:  Let me answer that by saying that perhaps Direct Energy isn't the best example of that.  I'm not sure if you're thinking about another of your potential clients where that might be more appropriate.  In that case, and I think we have asked and answered this in an interrogatory, the company's position is that this whole program is to increase gas distribution load.  And it's adding convenience for customers.  

However, we do recognize that companies do acquire portfolios of products from other times, other years, that may not always be natural gas.  As long as that third-party biller has in its portfolio natural gas rental products, we will allow the billing of that electric appliance.  We will work with that third party in terms of fuel switching, that when that appliance reaches the end of its natural life, to switch that out to natural gas.  But just to be very clear on this point, the company would not contemplate billing of new electric, say, water heaters.


So, if, for example, the existing electric water 

heater died and the customer wanted to put in or the third party wanted to put in a new electric water heater in, we would not be prepared in that circumstance to provide

that bill, or to bill that charge.


MR. SHEPHERD:  Let's use Union Energy as the example.  Union Energy has an existing electric water heater that they are billing through your bill.  And it comes to the end of its life and they go to the customer and they say, we really think you should convert to a gas water heater.  It's much better, blah, blah, blah, the whole story, which they do all the time anyway.  And the customer says, No.  I like electric.  I don't want to change it.  Give me a new one.  They no longer can bill that on your bill?  Do I understand that correctly?


MS. LAKATOS-HAYWARD:  Yes, that's correct.


MR. SHEPHERD:  Thanks.  You have prices for on-bill billing of 87 cents and $1.44.  Those prices are based on cost; right?  Costs plus a margin?


MS. LAKATOS-HAYWARD:  Sorry.  Just give me a second.


That's correct.


MR. SHEPHERD:  How do they relate to market?  Do you have some market data on what your competitors are charging for a similar billing service?


MS. LAKATOS-HAYWARD:  We've answered this already in I26, 19.  But let me just state again, that we did look at two other examples.  We did receive one quote from a

third party of 25 cents per bill for billing services.  And we also had a comparison of -- we looked at a comparison of Visa, which would be 28 cents.  I think we can go through a fairly lengthy discussion about how comparable are those two services and is there any additional value being on the Enbridge bill.  But those are two other benchmarks, if you will, that we did look at.


MR. SHEPHERD:  Have you also told us what Direct Energy currently pays for these services? 


MS. LAKATOS‑HAYWARD:  I don't have the specific reference, but I believe that a party did ask that of Direct Energy and that was provided.  So you might want to check their answer.


MR. SHEPHERD:  And it was what, sorry?


MS. LAKATOS‑HAYWARD:  I said you might want to check their interrogatory responses.


MR. SHEPHERD:  Okay, but you didn't look at that in doing your pricing?


MS. LAKATOS‑HAYWARD:  No, that's correct.


MR. SHEPHERD:  But wouldn't that be your best market information, what a big customer is already paying for the same service?


MS. LAKATOS‑HAYWARD:  We didn't -- we didn't look at 

-- we didn't -- yes, we didn't look at it.


MR. SHEPHERD:  Okay.  Now, you have a bunch of costs related to the new bill format, change to this new bill format, and you've said that you have to incur these costs for open bill and you also get a bunch of other broad‑based benefits that you wanted, anyway.  


And, in fact, you've said a number of times, I think, to many people that you would have gone ahead with a new bill format, regardless of whether you had open bill, simply because there were a lot of other benefits to it.


Can you disaggregate your costs of the new bill format into open bill costs and other benefits costs?


MS. LAKATOS‑HAYWARD:  No.  The cost that was provided don't split out the costs between open bill versus broad‑based benefits, so the company isn't able to provide any disaggregation.


We've talked about -- I think you had just mentioned that one of the major drivers of the bill redesign is the open bill access, and certainly the company's position is adding additional parties to the bill and the changes that we need to make to address any customer issues, you know, that certainly is the major driver, and, as such, the full cost of this change has been allocated to the open bill access service.


MR. SHEPHERD:  Is it fair to say that ‑‑ and maybe this is a different way of getting at the same question.  Is it fair to say that if you didn't need these other benefits, you would still have to spend just as much money to make the bill ready for open bill?


MS. LAKATOS‑HAYWARD:  I'm sorry.  Can you restate that?


MR. SHEPHERD:  If you weren't after these other broad‑based benefits, if they weren't of value to you, but you still had to go to open bill structure, is it fair to say you would spend roughly the same amount of money to get the new bill format?  There's no incremental cost of getting those other benefits, is my point.


MR. McGILL:  Well, I'm just trying to understand the question.  If we were to proceed with open bill without redesigning the bill --


MR. SHEPHERD:  No.


MR. McGILL:  -- the costs would be different.


MR. SHEPHERD:  No, no.  I'm saying, in order to proceed with open bill, you have to redesign the bill, anyway; correct?


MR. McGILL:  No, we don't.


MR. SHEPHERD:  Okay.


MR. McGILL:  We could just add line items to the current format.


MR. SHEPHERD:  How do you deal with logos and bill messages, then?


MR. McGILL:  We would have to deal with them differently, but it could be done --


MR. SHEPHERD:  Cheap?


MR. McGILL:  -- on the current format.  And I don't know if it would be cheaper or not, but it would be a different cost.


MR. SHEPHERD:  I see.  And the other way around, as well, if you wanted to redesign your bill to get more clarity, easier to understand for the customers, but it was going to be a naked bill --


MR. McGILL:  Without open bill?


MR. SHEPHERD:  -- without open bill at all, then you would still have a cost, and it would still be most of these costs, right, or maybe?


MR. McGILL:  Yes, I don't think it would be significantly different.


MR. SHEPHERD:  Okay, thanks.  You know that one of the issues that's been raised by some parties is logos and marketing messages on bill and who is allowed to have logos and marketing messages, and what those logos and messages ‑‑ what are the rules surrounding them.


Is it fair to say that anybody on the bill, other than the utility, is going to have the same rules apply to them in terms of logos and marketing messages?


MS. LAKATOS‑HAYWARD:  Well, all third parties who have a billing and collections service contract with the company will have access to bill logos and messages.  And you also have included in the question, Gas marketers, what are the rules there.  


So gas marketers will have logos and bill messages to ‑‑ and really the intent of those bill messages are to help them inform their customers on account status and renewal.  You know, I think with respect to the marketing messages, again, similar to bill inserts, you know, the company does assert its right to control its bill and to make sure that those bill ‑‑ any of those bill messages are appropriate.


MR. SHEPHERD:  So, for example, the marketers couldn't advertise in their bill messages, Don't use System Gas, use us instead, anything like that?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  One of the parties that you expect will be billing on the bill is Enbridge Solutions Inc.?


MS. LAKATOS‑HAYWARD:  Sorry, what question are we at?


MR. SHEPHERD:  It's a follow‑up to this.


MS. LAKATOS‑HAYWARD:  I can see we're not following in interrogatory format, but that's okay.  Sorry, what was the question?


MR. SHEPHERD:  One of the companies that you anticipate is going on the bill -- billing on the bill is Enbridge Solutions Inc.? 


MS. LAKATOS‑HAYWARD:  For billing and collection services?


MR. SHEPHERD:  Yes.


MS. LAKATOS‑HAYWARD:  Yes, that's a probability.


MR. SHEPHERD:  And am I correct in understanding that their logo is the same as your logo, Enbridge, the same as Enbridge Inc.'s logo?


MS. LAKATOS‑HAYWARD:  I'm actually unaware of what their logo is.


MR. SHEPHERD:  If they have the same logo as the utility, what steps do you propose to take to ensure that there's no confusion between what they're offering and your charges?


MS. LAKATOS‑HAYWARD:  Well, all third‑party charges will be treated in exactly the same format, and I think we have talked about this in previous interrogatories.  But if you recall, the new bill redesign is a four‑page bill, and all third parties will be on the page 4, the last page.  


So, if Enbridge Solutions were to avail itself of this service, it would be on page 4, along with every other third party who is billing.


MR. SHEPHERD:  How do you propose to ensure that customers looking at that page 4 and seeing the same logo as the utility don't assume that that's the utility billing them for those services?


MS. LAKATOS‑HAYWARD:  We would ‑‑ I don't think we have a complete answer for you today, but certainly we will look at the terms and conditions on page 2.  And part of our customer communication strategy, we do plan on putting forward more information to customers on new parties coming onto the bill to make sure that they are aware that these are unaffiliated, or ‑‑ yes, unaffiliated with Enbridge Gas Distribution.


And I think, if -- my colleague here would certainly step in, but if you look at the bill inserts, for example, that we had in the pilot, and I think that's at schedule ‑‑ in our evidence update, schedule 24 through to 26, that one of the things that we've made very clear to them is that they have to put language clearly for customers that indicate they are not affiliated with Enbridge Gas Distribution.


MR. SHEPHERD:  Of course Enbridge Solutions Inc. is affiliated with Enbridge Gas Distribution; right?


MS. LAKATOS‑HAYWARD:  Perhaps I'm not using the correct terminology.  If you just give me a second, I can pull that up.


MR. SHEPHERD:  I'm right that ESI has a common parent to EGD; right?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  They're both owned by the same company?


MS. LAKATOS‑HAYWARD:  Yes.  Jay, we're not going to have a full answer to you today, but we will need to look at terms and conditions to make it clearer to customers about the relationship between Enbridge Solutions Inc. and Enbridge Gas Distribution.


MR. SHEPHERD:  Can you undertake, then?


MS. LAKATOS‑HAYWARD:  Hmm?


MR. SHEPHERD:  Can you undertake to provide that?


MS. LAKATOS‑HAYWARD:  We can certainly ‑‑ yes, we can certainly look at it.  I'm just not sure of the timing of that.


MR. MILLAR:  Do you want that undertaking, Jay? 

That will be JT, for Tech Conference, number 1.  And Jay, just for clarity of the record, would you please characterize the undertaking.


MR. SHEPHERD:  Yes.  What rules and other practices will the company put in place to ensure that customers are not confused between Enbridge Gas Distribution and Enbridge Solutions Inc.

UNDERTAKING NO. JT1: TO PRODUCE RULES/PRACTICES IN PLACE TO ENSURE CUSTOMERS ARE NOT CONFUSED BETWEEN ENBRIDGE GAS DISTRIBUTION AND ENBRIDGE SOLUTIONS INC. 


MR. SHEPHERD:  I'm looking at your bill inserts, and the only one I see with a warning that says Aire One Heating & Cooling Inc. is not owned by or affiliated with Enbridge Gas Distribution.  Of course ESI couldn't put that on because it wouldn't be true; right?


MS. LAKATOS-HAYWARD:  That is correct.  We would need to find some alternate language.  We will certainly look to provide that in the undertaking.


MR. SHEPHERD:  In the case of the Lennox or Carrier ones, I didn't see any notice at all.  Why is that?


MR. GREEN:  Sorry, Mr. Shepherd.  If I could draw your attention to Exhibit D1, tab 11, and it was schedule 25, with the Lennox Service Experts bill insert, it does show that Lennox Canada is not owned or affiliated -- it's the same message.


And Carrier, excuse me --


MR. SHEPHERD:  I'm looking at D1, tab 11, schedule 26, and I don't see anything there.  Maybe I've missed it.


MR. GREEN:  Bear with me.  Exhibit D1, tab 11, schedule 26, page 1 of 2, which is the Aire One Heating & Cooling.


MR. SHEPHERD:  Yes.


MR. GREEN:  If you come down probably almost to the mid-point of the page, you will see Aire One Heating & Cooling Inc. is -- the disclaimer is Not owned or affiliated.


MR. SHEPHERD:  Yes, that's the one I quoted to you.


MR. GREEN:  Okay.  Now, come back to D1, tab 11, schedule 25.


MR. SHEPHERD:  Are these two-page ads?


MR. GREEN:  They're photocopies of the bill insert that appeared.


MR. SHEPHERD:  They're foldouts.


MR. GREEN:  That's correct.


MR. SHEPHERD:  I see.  So it's on one side of one of the foldouts, but it's one document?


MR. GREEN:  Correct.  Without trying to get into the technical, it's the panel, if you will.


MR. SHEPHERD:  That's fine.  One of the issues in open bill is how you calculate the profits in order to determine your proposed split between shareholder and ratepayers.


These profits - you call them "net earnings," I think, somewhere - you're intending to use fully allocated costing for that? 


MR. McGILL:  Yes.  The net earnings that have been calculated for the open bill initiative is based on the application of the fully allocated costing calculation and methodology.


MR. SHEPHERD:  On page 4 of D1, tab 11, schedule 6, you've said that the costing is “consistent with fully allocated costing."  You mean by that that you actually use fully allocated costing principles solely; correct?


MR. McGILL:  Yes.


MR. SHEPHERD:  Is the costing of this done in the same way as ABC Service?


MR. McGILL:  Yes.


MR. SHEPHERD:  What about transactional services?


MR. McGILL:  I don't believe so, no.  I'm not familiar with the way that's costed.


MR. SHEPHERD:  And what about electricity CDM  initiatives?  You have this new account EPESDA.


MR. McGILL:  I will have to refer to my colleagues here on that one.


MS. LAKATOS-HAYWARD:  Yes, it's -- well, as you know, the Board direction on that was to use fully allocated costs.


MR. SHEPHERD:  You're using fully allocated costing for that and for ABC Service, but not for transactional services, and so you're also using fully allocated costs for this proposed open bill service?


MR. McGILL:  Unless Kerry or Paul can help me, I think our response with respect to transactional services is we don't know.  I don't know if it's the same methodology or not.  


MR. SHEPHERD:  Let's follow that out, because I'm quite sure that somewhere in this evidence it actually says transactional services.


MS. LAKATOS-HAYWARD:  Yes.  It's in schedule 23.  Our understanding is that, yes, as a utility service, we would not typically allocate costs on a fully allocated basis.  In that regard, our understanding from our regulatory group, that transactional services is not fully allocated, or the costs are not fully allocated.


 In this regard, the Open Bill Access proposal, it is a utility service.  Our position is that we wouldn't normally deem or allocate costs on a fully allocated basis.


 However, we recognize that there are some, perhaps, mixed precedents here, so we have adopted a conservative approach here, and utilized fully allocated costing methodology.


MR. SHEPHERD:  Does that mean that some portion of the bill production costs are being allocated to open bill?


MS. LAKATOS-HAYWARD:  That's correct.  Yes.


MR. SHEPHERD:  Yes.  So at one point you had just incremental postage, now you --


MS. LAKATOS-HAYWARD:  Are we talking about the bill inserts?


MR. SHEPHERD:  No.


MS. LAKATOS-HAYWARD:  Or the bill -- the actual bill?


MR. SHEPHERD:  The bill.


MS. LAKATOS-HAYWARD:  No, I think perhaps maybe you're confusing the two, if I may, but on the bill production and I believe there's another question related.  I just don't recall the number.  And I can take you to the schedule 23 that looks at the cost allocation, but in general, in terms of bill production, $2.9 million out of the $3.4, $3.5 million, is in relation to bill production.


MR. SHEPHERD:  Okay.  Good.


You've quoted in a number of places a ratepayer benefit of 5 million in 2006 as a result of Direct Energy using the bill, sharing the bill.  Can you provide a copy of the agreement that underlies that benefit; the agreement between your affiliate CWLP and Direct Energy that provides money to CWLP that reduces the utility's costs?


MS. LAKATOS-HAYWARD:  Perhaps my counsel can help me here, but our understanding is this has been asked and answered a number of times, and was, in fact, the subject of a letter of confidentiality.


 I'll perhaps defer to that, but our position is that we don't have that and are not prepared to provide that.


MR. CASS:  Yes.  That's right, Jay.  And frankly, I'm at a loss to understand what it really has to do with today's purposes.


MR. SHEPHERD:  Well, the claim is that the ratepayer benefit is going to go down as a result of this open bill proposal; right?


MS. LAKATOS-HAYWARD:  Based on the cost allocation exercise, yes.


MR. SHEPHERD:  so, if you understand your proposal, we have to understand why you're going to go from one party on the bill to many parties on the bill but the ratepayer benefit is going to go down.  Presumably the market price hasn't changed; if so, you would expect it to go up?


MS. LAKATOS-HAYWARD:  I think we have talked about it in previous hearings as well.  The sharing formula and the ratepayer benefit, it's not overly complicated to understand, and I don't think that having an agreement would necessarily help.  The principle is, and in fact, if you look at schedule 22, it does outline that if Enbridge Gas Distribution puts out a bill without Direct Energy, the cost to produce that bill is, I believe, 74 cents, and that if there's a shared bill, it's 37 cents.


MR. SHEPHERD:  Therefore this is not the whole benefit that is coming from Direct Energy; this is only the portion that's going to EGD.  There's also a benefit that's going to CWLP; right?


MS. LAKATOS-HAYWARD:  I just want to make sure I understand.  Can you rephrase that question?  


MR. SHEPHERD:  Direct Energy is paying a certain amount of money.  We don't know how much because you won't tell us.


MS. LAKATOS-HAYWARD:  We just don't have that information.


MR. SHEPHERD:  Your affiliate does.


And whatever they're paying, presumably the billing component of it they're going to start paying to you, right, because you're --


MS. LAKATOS-HAYWARD:  For the services that we're offering.


MR. SHEPHERD:  If they were paying the same amount, then presumably you would end up with the same $5 million ratepayer benefit.


MR. McGILL:  But there's nothing to suggest that Direct is going to end up paying the same amount.


MR. SHEPHERD:  Why would that be?  

MR. McGILL:  Because all we can speak to is what we plan to charge Direct for the portion of the service that we will be providing to Direct and others through open bill.


MR. SHEPHERD:  Okay.  So I've asked for the agreement.  Do I take it this is a refusal?


MR. McGILL:  Well, I'm a little bit puzzled with respect to what agreement.  If you're referring to the $5 million in shared bill benefits under the CSA that was in place in 2006, that's calculated based on the proportion of shared bills and the reduced price of 37 cents per bill that EGD is entitled to under that contract with CWLP.  That ‑‑


MR. SHEPHERD:  That's not what I'm talking about, no.  Let me explain it this way, and here's why I'm trying to get this document.


Direct Energy is making a payment today, right, or under the old rules, that contains a net economic benefit to the Enbridge group of companies.  Part of that net economic benefit, $5 million, is going to EGD, and the ratepayers are getting it.


The rest of that economic benefit is staying with CWLP, presumably, or going to EI.  I don't know where it's going, but it's going somewhere else.


In order to know what the economic benefit is to you after you repatriate the bill, we need to know both components of that, because you should be getting both of those, since you're the one providing the billing service.


MR. McGILL:  But we're not providing all of the services that are being provided today in open bill.


MR. SHEPHERD:  Absolutely, which means it has to be disaggregated.  Absolutely.


But first we need the data.


MS. LAKATOS‑HAYWARD:  Well, I think the data is clearly ‑‑ our position is the data is clearly laid out in schedule 22, and, you know, the actual formula was a very simplistic formula.  There's a shared bill.  We just take the bill production costs; split it in two.  


I don't think that we need any further data.


MR. SHEPHERD:  Okay.  This document was filed last year in confidence; is that right?


MR. McGILL:  The client services agreement between EGD and CWLP?


MR. SHEPHERD:  No, the agreement between Direct Energy and CWLP.


MR. McGILL:  I don't believe that's ever been filed.


MR. SHEPHERD:  Never been filed?


MR. McGILL:  I don't believe so.


MR. SHEPHERD:  And so as I understand, the company's claim is that it's not material and it's confidential; is that right?


MR. CASS:  That is right, yes.


MR. SHEPHERD:  Okay.  I'll take that as a refusal.


MR. MILLAR:  Mr. Shepherd, would this be a convenient time for a break?


MR. SHEPHERD:  Oh, please.


MR. MILLAR:  We've got a lot to get through, so can we come back at a quarter to, please.


MR. SHEPHERD:  Sure.


MR. MILLAR:  Thanks.


‑‑‑ Recess taken at 10:32 a.m. 

--- On resuming at 10:45 a.m.


MR. MILLAR:  We'll get started again, if everyone's ready.  Mr. Sheppard, I’ll send it back to you.  I would ask, for the convenience of all the parties, and perhaps for our convenience when we're reviewing the record later, if you would periodically reference the question you're at from your prefiled questions, to make it a little easier to follow along.  I understand that not every question you have is there, but just so we can generally follow. 


MR. SHEPHERD:  I will be happy to do that to the extent that I can.  As you've see, there's a certain amount of extemporaneous addition going on.  I'm at question 22 right now.


 You have a figure on page 10 of schedule 17 that is 6,320,026, and you have another figure in schedule 22 of 5,124,055.  Usually you quote a figure of $5 million as the ratepayer benefit from the shared bill.  Can you reconcile those three figures?  

I've also asked for the calculation of each.  Maybe they're already filed somewhere, but even if they are, you can tell me.  If not, maybe you can provide those.


MR. MATTHEWS:  Jay, is your microphone on?


MR. SHEPHERD:  Yes, it is.


MR. MATTHEWS:  It's the pillar, David.

UNIDENTIFIED SPEAKER:  I knew there was something going on. 


MS. LAKATOS-HAYWARD:  Yes.  We'd be happy to take an undertaking on this.  I have done the analysis, I just didn't bring that with me today.


The numbers differ primarily due to the assumption of the number of shared bills.  That's the distinction.  But I will put together a table for you.


MR. SHEPHERD:  Okay.


MR. MILLAR:  JT2.

UNDERTAKING NO. JT2:  TO PRODUCE ANALYSIS OF FIGURES RELATED TO RATEPAYER BENEFIT IN SHARED BILL


MR. SHEPHERD:  Question 23 relates to D1, tab 11, schedule 6, page 5.  There's a table in there, if I can find it, table 1, that calculates a ratepayer benefit.  This is a proposed ratepayer benefit of $5.1 million.  I couldn't figure out the basis of this.  Could you walk us through how you get to these numbers?


MS. LAKATOS-HAYWARD:  Yes.  Certainly.  Table 1, that's the projected total revenue costs and earnings from both the billing and collection service as well as the bill insert agreement.


MR. SHEPHERD:  Yes.


MS. LAKATOS-HAYWARD:  So table 1 is an addition of table 2 and 3.  With respect to the revenues and costs, we have included the allowance for doubtful accounts, which is shown in table 2 as well.  I think Board Staff asked a similar question, because I think they were trying to do the math, but what we have done, in development of the revenue and the costs, and it doesn't affect the ratepayer benefit or the shareholder benefits, is to add in the allowance for doubtful accounts.


MR. SHEPHERD:  That's sort of a useful at a high level, but it doesn't help me do a spreadsheet.


 What you're saying is, the revenue lines should be the total of 2 and 3?


MS. LAKATOS-HAYWARD:  Two and 3, plus the doubtful account, the allowance for doubtful accounts.


MR. SHEPHERD:  So, 14,808,983.72 from table 2, and 11 million 904 from table 3, plus 1,521,972; is that right?


MS. LAKATOS-HAYWARD:  I'm double-checking that for you.


 That's correct.  Yes.  So total revenue, you want to take 18,234,955, okay.  On table 2 there's a line that states "fee per bill, 87 cents."  When you add up all the different components, the total of all of those components is 14,808,983.  So you add in as well the bill insert revenue in table 3.  1,904,000.  Then we've also added in the allowance for doubtful accounts on table 2, at the bottom of that table, of 1,521,972.


MR. SHEPHERD:  Then your total costs are going to be this figure of, what is it, 7,174,084 from table 2?


MS. LAKATOS-HAYWARD:  No.  The total costs add in all of the components in the third column except for the EGD and ratepayer margin, okay.


MR. SHEPHERD:  That would be 12,808,984.


MS. LAKATOS-HAYWARD:  Well, you would add in the 3,454,543 -- well, plus the revenue sharing credit, CIS access, all the start-up costs, the admin costs, as well as the ongoing incremental cost of the service, okay.  And then add the allowance for doubtful accounts.  So add all of those up.


Then on table 3 the total costs 589,250, et cetera.


MR. SHEPHERD:  You're saying you're collecting the 1,521,972 in allowance for doubtful accounts as revenue because you're deducting it from what you pay your third parties; right?


MS. LAKATOS-HAYWARD:  That's right.


MR. SHEPHERD:  And then you're using it to pay the costs of those doubtful accounts when you can collect half of 1 percent.


MS. LAKATOS-HAYWARD:  Right.  So it's a revenue and a cost.


MR. SHEPHERD:  All right.  So you have a net revenue of 3.3 million, and then I guess what I don't understand is, you have 1.65 million for ratepayers and 1.1 million for shareholders.  That doesn't add up to 3.3 million.  I don't get that.


MS. LAKATOS-HAYWARD:  The net revenue before sharing, that's a pre-tax number.  I guess the key concept there is that for the shareholder, and we did talk about it at one of the consultative meetings, that the shareholder earnings sharing is presented after tax.


MR. SHEPHERD:  So --


MS. LAKATOS-HAYWARD:  The net revenue before sharing is a pre-tax number, so we take that number, split it in two, and then for the shareholder component, take off the tax component.


MR. SHEPHERD:  That figure of 1,657,375 for ratepayer earnings sharing, the shareholder earnings share is the same amount less 580,081 for tax.


MS. LAKATOS-HAYWARD:  That would be correct, yes. 


MR. SHEPHERD:  Above.


MR. SHEPHERD:  And then the ratepayer benefit.  Now you've added an additional 3.4 million.  Where do we find that?


MS. LAKATOS-HAYWARD:  If you go to table 2, the first line, the revenue sharing credit.  That's for every third-party bill, there is a shared credit that will be used to offset O&M, and that's 20 cents per bill.  So, in terms of the rate, the total ratepayer benefit, there's that component because it is used to reduce O&M.  And the second component is the projected earnings sharings.  That's why we've combined the two.


MR. SHEPHERD:  Okay.  And that 3.45 million, where does that reduce O&M, in what category?


MS. LAKATOS-HAYWARD:  In what category?  Customer care.


MR. SHEPHERD:  So whatever your customer care costs are, you should simply deduct $3.45 million to get your net?


MS. LAKATOS‑HAYWARD:  Yes.  And, you know, we certainly don't have the customer care witnesses here today, but -- so I can't speak as to what the assumptions are in the 2007 budget.  I'm generally aware, and perhaps, Steve, you can help me out here, but it is based on some kind of benchmarked price.  


So we'd need to, I think, better fully understand how that impacts the budget.


MR. SHEPHERD:  Well, Mr. McGill, you're actually on the customer care transition team; right?


MR. McGILL:  That's what they tell me.


MR. SHEPHERD:  This is a net reduction in your customer care costs, 3.45 million in the test year?


MR. McGILL:  The way the customer care costs were budgeted for 2007 was based on a benchmark figure.  So we didn't go back into the client services agreement fee schedule with CustomerWorks to come to the 2007 budget this time.  So it's not a one‑for‑one comparison against the contract.


So ‑‑ 


MR. SHEPHERD:  It sounds like you just didn't -- you didn't deduct 3.45 million from your customer care costs.


MR. McGILL:  From the benchmark, no, but if we'd calculated it the other way, driven out of the fee schedule and the CWLP contract, we would have.  And that would have delivered a higher total number than the 101 ‑‑ I think it's 101 or 102.6 that the benchmark drove out.


MS. LAKATOS‑HAYWARD:  I think ‑‑ sorry, if I just may add, that if we were to do the customer care budget, you know, based on that client services agreement and using the old sharing, and I think that's shown in schedule 23, that ratepayer benefit of $6.1 million would need to be added back, and then this new ratepayer sharing of 3.45 would then be kind of netted against that.  


So I just don't want to leave the impression that, oh, we should then take the 2007 customer care budget, and then do a subsequent ‑‑ a downward adjustment of 3.45 million.  I don't think that's correct at all.


MR. McGILL:  You would be getting the benefit twice.


MR. SHEPHERD:  Yes.  Now you've lost me.  You're not actually using the actual cost of customer care for 2007.


MR. McGILL:  To set the budget number, that's correct.


MR. SHEPHERD:  So you're using a benchmark, which is a comparison to other utilities; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  You're not deducting any ratepayer benefit in that calculation, are you?


MR. McGILL:  No.  We're providing for it here.


MR. SHEPHERD:  Well, sorry, I don't get where you ‑‑ where this gives a benefit to the ratepayers.  How do the ratepayers see this $3.45 million?


MS. LAKATOS‑HAYWARD:  The company's proposal there is as we've talked about in the evidence.  We are setting up a deferral account.  So we would propose to record the revenue-sharing credits.  So every time that there is a shared bill, we would record 20 cents and that we would then, when clearing that, make or provide a credit to the ratepayers in that amount for 2007. 


MR. SHEPHERD:  I see.  I didn't realize that.  So as you know, there's negotiations going on about the customer care provision.


MR. McGILL:  Package.


MR. SHEPHERD:  And what would be in the deferral account.  So we didn't realize we had to put this in.


Now, that 20 cents per bill, you built that cost up somewhere; right?


MS. LAKATOS‑HAYWARD:  That's correct, yes.


MR. SHEPHERD:  And that's actually the difference between fully allocated costing and incremental costing?


MS. LAKATOS‑HAYWARD:  No, that's not correct.


MR. SHEPHERD:  Then why wouldn't it be?  I don't understand, because normally that's what it is.


MS. LAKATOS‑HAYWARD:  Well, the 37 cents, it seems like an arbitrary ‑‑ I don't think that that was developed on a fully allocated cost principle.


MR. McGILL:  No, the 37 cents was a negotiated discount for shared bill when we put the CWLP service agreement in place.


MR. SHEPHERD:  I don't know what 37 cents you're talking about.


MR. McGILL:  The credit that we get in the CWLP contract for shared bill.


MR. SHEPHERD:  And how does that relate to this 20 cents?


MR. McGILL:  Other than they're both credits for a shared bill, they don't, because the 37 cents, as I said, that was negotiated.  It wasn't a cost‑based calculation.  That's what we agreed to as negotiating that client services agreement back in 2007.


MR. SHEPHERD:  Okay.  So back to my question.  How did you get the 20 cents?


MS. LAKATOS‑HAYWARD:  Well, the 20 cents was, you know -- and we've talked about this in a number of consultative meetings, but if you want to reference schedule 23, where we went through the cost allocation:  What were the cost drivers that we used?  How did we come up with, you know, the total amount?  


So I'll just pull out the reference for you.


MR. SHEPHERD:  I'll be able to see the math here in this schedule?


MS. LAKATOS‑HAYWARD:  We believe so, yes.


So if you look at D1, tab 11, schedule 23, and this starts at page 4.  So I'll just walk through very quickly, if you ‑‑ if that's helpful.  Is it helpful, Jay?


MR. SHEPHERD:  Oh, yes.  This shows where you got that number, but I guess some of these costs are incremental; right?


MS. LAKATOS‑HAYWARD:  Some of these costs are?


MR. SHEPHERD:  Are incremental to your current costs, aren't they?


MS. LAKATOS‑HAYWARD:  Some of them are direct costs.  Well, so they are ‑‑ this is the fully allocated costs, and there are some incremental costs that are separated services that we asked, you know, ABSU, What would it cost to provide these services.


That's the 42 cents.  So what we've done here is a fully allocated cost analysis on the customer care, and that starts on page 4.  And so what we wanted, in a very open and transparent way with the consultative, is a walk through our assumptions in that analysis.


So we started out by looking at -- we needed to find out a way to estimate third‑party receivables that we're going to utilize on that service, and, if you recall, we had assumed that there were going to be three parties on the bill.  We obviously know Direct Energy is -- or hopeful that Direct Energy is one of them, and two additional parties.


So we needed to come up with a forecast of third‑party receivables.  So that's shown on page 4 through to page 7.


MR. SHEPHERD:  Let me just stop you for a second 

there --


MS. LAKATOS‑HAYWARD:  Okay.


MR. SHEPHERD:  -- because you're getting into an area that we do have to explore, but now is not the right time.


Just if you look at page 5 of that schedule --


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  -- D1, tab 11, schedule 23, page 5.  Your number of 3,454,533 is there?


MS. LAKATOS‑HAYWARD:  That's right.


MR. SHEPHERD:  So that's the same number; right?


MS. LAKATOS‑HAYWARD:  That's right.  That's the same number.


MR. SHEPHERD:  Okay.  But that's made up of a bunch of charges that look to me like some of them are incremental, aren't they?


MS. LAKATOS‑HAYWARD:  Can you give me an example of an incremental charge?


MR. SHEPHERD:  Well, so, for example, you're allocating some of your inbound calls.  Well, some of your inbound calls will be because you have third‑party billing, won't they?


MS. LAKATOS‑HAYWARD:  No, these are different kinds of calls.  In the scope of service that we asked ABSU to quote on, there are general billing inquiries which are part of a different cost category, part of the 42 cents.  So it's not in that bucket.


But there are collection activities, in general, that we have allocated through this process.


MR. SHEPHERD:  And you're saying that the fact that you have other people on the bill with additional amounts on the bill will not affect your collection costs?


MS. LAKATOS‑HAYWARD:  What we have done is we have allocated ‑‑ well, there is going to be increased collections activities, and so from a fully allocated cost perspective, we have allocated costs to that service.


MR. SHEPHERD:  Well, no.  Okay, but now we're talking about the ratepayer benefit here.


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  So if you bill third parties to recover some fully allocated costs, but the ratepayers don't have any incremental costs associated with those, then that's all net benefit to the ratepayers; right?


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  But if you bill third parties a million dollars and the rate ‑‑ and your incremental costs of the service you billed for was a million dollars, the ratepayer benefit is zero; right?


MS. LAKATOS-HAYWARD:  At this point we don't have an estimate of what the increased number of transactions would be.  As a result, we've taken the existing collection services costs and, as you see, we've looked at a cost driver of the percentage of receivables, and you have to recognize that there are receivables being collected today for third parties, so we've used a percentage-of- receivables approach to allocate certain costs.  It's not like we've ignored it; we have included that cost in development of the Open Bill Access service.


MR. SHEPHERD:  You won't have this here now, I understand, but can you go away and figure out how much of that $3.45 million is incremental and how much of it is not?


MS. LAKATOS-HAYWARD:  Our position is that none of it is.  All the incremental costs have been included in the 42 cents, so we have provided a scope of work to ABSU and CWLP and asked them to cost out what would it cost to deliver that service.


MR. SHEPHERD:  The incremental cost of a bill with an additional page is included in the 42 cents; it's not included in the 20 cents?


MR. McGILL:  Yes.


MR. SHEPHERD:  And the incremental costs of having more collection calls and more collection activity is included in the 42 cents.


MR. McGILL:  Yes.


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Okay.  Good.  Thank you.


I'm still on question 24, but there are a couple of sort of subquestions as part of that.


 You're proposing that in 2008, when start-up costs have been recovered, you're going to reduce your prices.  Can you explain why that is?  


MS. LAKATOS-HAYWARD:  Once the startup costs have been recovered, why would we continue –- I guess the company's position is we would no longer have that cost element, and that we would reduce the price accordingly. 

Why would we need to continue recovering paying for something, or collecting for something that's already paid for?


MR. SHEPHERD:  I guess because if people are purchasing this service at 87 cents per bill.


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Why would you reduce the price to below that if the market is 87 cents?


MS. LAKATOS-HAYWARD:  It's a cost-based price, and just to be clear, because I think, again, there has been some mixing of apples and oranges the way that I interpreted how the question was written.  The start-up costs are 9 cents.  Maybe I'm not reading the question correctly.


MR. SHEPHERD:  Yes; no, I understand they're 9 cents.


MS. LAKATOS-HAYWARD:  Yes.  It's 9 cents, so I'm not sure about the 20 cents.  But in future years, once we've recovered those startup costs, then we would look to reduce the price by that amount.


MR. SHEPHERD:  Then doesn't that mean that you're charging for that service at less than market price?


MS. LAKATOS-HAYWARD:  I think we could all have an interpretation of market price.


 The company's objective here is to -- I would assume that we would all like to be in a position where we're opening up the bill in a fair way that has a price that doesn't have any barriers to access.  If the start-up costs have been paid for, then we're trying to increase access, so we're reducing the price accordingly.


MR. SHEPHERD:  What I don't understand, and maybe you've explained it and I just don't get it, and this was the point of this whole question, was:  What is the rationale for charging less than market price?  If market price is already demonstrated to be 87 cents because you charged it and people paid it, then you're proposing the next year to charge less; what is the rationale for charging less than market?


MS. LAKATOS-HAYWARD:  Well, very succinctly, we're trying to increase access and encourage other parties onto the bill.


MR. SHEPHERD:  Now, one of the main beneficiaries of that will be your own affiliate, Enbridge Solutions Inc., correct, because they've –-

    MS. LAKATOS-HAYWARD:  Essentially.  I don't want to be too provocative here but I would assume that there are potential clients of your constituents that would also benefit.


MR. SHEPHERD:  Yes, I can look after their interest, thanks very much.


 I'm concerned with how you comply with the Affiliated Relationships Code if you've demonstrated the market for something and you charge less than your affiliate.


MS. LAKATOS-HAYWARD:  I don't think this has any issue to do with Affiliate Relationship Code.  We're treating every third party in an identical way.


MR. SHEPHERD:  I see.  I see.


Now, then you have a figure of 12 cents as the EGD and ratepayer margin.  Where did that figure come from?


MS. LAKATOS-HAYWARD:  Do you have a reference here or is this --


MR. SHEPHERD:  Still on the same table 2.


MS. LAKATOS-HAYWARD:  Sorry.  Can you give the reference again?


MR. SHEPHERD:  Yes.  D1, tab 11, schedule 6, page 6.  It says EGD and ratepayer margin 12 cents per bill, $2 million.


MS. LAKATOS-HAYWARD:  Again, we have talked about this in the consultative meeting.  I think there were two principal drivers behind the 12 cents or the $2 million.


 First of all, the company wanted to ensure that the ratepayer benefit was material and a similar amount as in previous years.  We certainly took that into consideration.


 Secondly, and again, we've talked about it in evidence, that from an EGD management perspective, we needed an incentive that was a material amount.  If it was going to be $50,000, would that be an amount that would allow the company to develop creative new billing and collection services?  Probably not.


 In discussions with our management, we felt that the $2 million as a program profit was appropriate.


MR. SHEPHERD:  Okay.  You didn't look to the marketplace to see what your appropriate margin was?


MS. LAKATOS-HAYWARD:  No.  Not directly.


MR. SHEPHERD:  Okay. 


MR. McGILL:  I don't think it's a direct comparison in that if one of the market comparators is a credit card, I think everybody understands that a credit card company or a bank offering a credit card makes much of its revenues through the consumer finance charges on the card, as well as through whatever they charge at the vendors that use the card for billing.


 Is that a comparator?  Yes.  But it's not a direct comparator because their business model is much different than ours.


MR. SHEPHERD:  Companies deciding whether to use this service have to compare the price you charge with their alternatives; correct?


MR. McGILL:  Yes.


MR. SHEPHERD:  And so, in order to get companies to sign up, don't you need to make sure that your price is competitive with those other alternatives that your potential customers have?


MR. McGILL:  We need to price it such that it's a viable alternative, yes.


MR. SHEPHERD:  As long as it's lower, it doesn't matter how much lower?


MS. LAKATOS-HAYWARD:  I think I wouldn't necessarily say it has to be lower, but it has to be of value to third parties.


MR. McGILL:  Based on the service we're offering.


MR. SHEPHERD:  Sorry, I'm getting into cross-examination here.  I'm sorry.


You have to stop me.  You have to slap me when I start doing that.


 I'm at question 26.  You've said that Open Bill Access maintains and increases natural gas throughput.  Can you describe how that is?


MS. LAKATOS-HAYWARD:  Yes, and again, our approach in answering these questions is, if it has been answered previously, we will provide the reference, but we believe that it's been answered adequately.  I'll just point you to Exhibit I, tab 4, schedule 1.  And that was a discussion on how Open Bill Access is going to increase added distribution load and some of the impact on distribution rates.


MR. SHEPHERD:  Okay.  You have no more to add from that?


MS. LAKATOS-HAYWARD:  We believe that's a complete answer.


MR. SHEPHERD:  And you feel that that also covers how Open Bill Access provides additional opportunities for DSM?  
MS. LAKATOS-HAYWARD:  Just give us a second, please.


MR. GREEN:  I think what we're driving at there, Mr. Shepherd, is that obviously when we talk about additional opportunities for demand‑side management initiatives or attachment of the high‑efficiency furnaces is it's a result of potential promotions in products and services by the parties that participate in the process, et cetera.


MR. SHEPHERD:  So if the people out in the marketplace who are selling high‑efficiency products have another tool available to them, in this case financing on the bill, for example, or billing on the bill, that naturally more tools means more sales; right?  Is that ‑‑ do I understand what you're saying correctly?


MS. LAKATOS‑HAYWARD:  That's correct.  And the customer research that we had included - I think that's in response to HVAC 17 - you know, we did ask customers, Would you be interested in -- and we kind of characterized it as an on‑bill financing approach.


But if I recall, subject to check, about 23 percent of customers were interested in using bill financing as another payment option.  It certainly is not the only one.


But anything that the company can do as part of its growth strategy and DSM strategy to reduce the capital costs -- and, you know, our understanding is that many DSM products have a higher capital cost, so it is relevant there.


But anything that the company can do to reduce the cost to the customer requiring those natural gas products, then it's going to be a benefit and work to help to achieve our objectives.


MR. SHEPHERD:  The ‑‑ I'm moving to question 27, and I think you have partly answered this already.


I take it it's correct that you are intending to include electrical appliances and services in the things being billed on the Enbridge bill, as long as they're part of bundles with other things?


MS. LAKATOS‑HAYWARD:  And in that regard, it does not compete with natural gas, and we certainly had a good lengthy discussion about, What if a service provider had electrical products in their portfolio?  


And, I think, just to reiterate there, that we certainly will allow that, but, going forward, the understanding is we would want to get those ‑‑ work with that service provider to get those electrical appliances out as quickly as possible and certainly on ‑‑ failure of those appliances would not contemplate billing future electrical appliances.


MR. SHEPHERD:  Okay.  Then I'm going to question 28.  In table 3 on D1, T11, S3 ‑‑ or, sorry, S6, page 7 is your revenue costs and earnings relating to bill inserts.


And the part of this I don't understand is there don't appear to be any ratepayer benefits here, other than the earnings sharing.  So does that mean that all costs are incremental?  


MS. LAKATOS‑HAYWARD:  Yes, the costs that we've assumed is the incremental mailing costs associated with the bill inserts, recognizing that the bill would be sent out, anyway.


MR. SHEPHERD:  So then I thought you said that all of the Open Bill Access stuff was on a fully allocated basis.  This part isn't; right?  This is on an incremental costs basis? 


MR. McGILL:  Well, I think the position is that there are no added costs associated with the extra inserts, other than what's been provided for here.


MR. SHEPHERD:  Well, no, but the point of fully allocated costing is you take some of your existing costs and you allocate them to a service that's sharing those costs.  You're not doing that here?


MR. McGILL:  We haven't done it here.


MR. SHEPHERD:  Okay.  Have you done the calculations?


MR. McGILL:  I don't believe so, no.


MS. LAKATOS‑HAYWARD:  No.


MR. SHEPHERD:  So, for example, things like the underlying postage.  Even if you don't increase the postage, the fact that you're using the same postage to send the bill and send marketing materials means both should share that cost; right?


MS. LAKATOS‑HAYWARD:  Well, the company's position here is that the bill would need to be sent out, anyway, and what we've done is -- and, again, we've priced it on a -- very conservatively on a price‑per‑bill insert.


So the overall cost to take the bill from one postage tier to the next is 2 cents.  In our forecast, we have assumed that the company successfully sells two bill inserts a month.  So, in that regard, we've got 4 cents a bill that's been allocated.


So, in that regard, those costs I think have been very conservative and that estimation generous.


MR. McGILL:  And the only element of the bill production costs that is impacted by this is postal.  Like, in that 72 or 74 cents a bill for the bill production, postage is a component of that, along with payment processing, the stationery, the cost of the envelope, et cetera.


So we've allocated the prime cost component with respect to the impact of adding the inserts.


MS. LAKATOS‑HAYWARD:  And I can add that all the costs associated with development of the bill insert is being paid separately for by the third party.  So there's nothing in terms of the existing bill, you know, we would have to allocate, you know, what ink should be included, what extra pages of paper, and things like that, so...


MR. SHEPHERD:  If I'm Carrier and I want to put a marketing insert in a Valu Pak -- you know what a Valu Pak is; right?


MS. LAKATOS‑HAYWARD:  Mm‑hm.


MR. SHEPHERD:  They don't say, Well, we're sending it out, anyway, so you don't have to cover any of the costs of putting the envelope together or putting the postage on it, because it's going out anyway.  You're just one more insert. 


They don't say that; right?


MR. McGILL:  Who?


MR. SHEPHERD:  The people who have the Valu Pak?


MR. McGILL:  They may; they may not.  You have to remember, from economics 101, under the fully competitive model, open competition, parties price at marginal costs.


MR. SHEPHERD:  Okay.


MR. McGILL:  So...


MR. SHEPHERD:  All right.  So you haven't investigated this?


MR. McGILL:  I think what we've done is we've allocated costs to the bill ‑‑ the incremental bill inserts in what we believe is a reasonable way.


MR. SHEPHERD:  Okay.  I'm referring to D1, tab 11, schedule 7, page 1, and you refer, in the minutes of a July 26 meeting, to an August 3rd letter.  Can you explain that?


MS. LAKATOS‑HAYWARD:  Yes.  Actually, it's pretty clear.  The minutes contain a typo.  The letter was, in fact, sent out July 20th, and the intervenors were given until August the 30th to respond.


I guess what I would add here is that, you know, we've ‑‑ this was sent out back in the summertime as part of the consultative process, and we went through numerous times to check these minutes.  And I thought if there was an issue in relation to those minutes, including these kind of typos, that it would be brought up in that forum and not necessarily as an interrogatory.


MR. SHEPHERD:  Well, you understand that in order to get things in evidence, we have to ask them in interrogatories.


MS. LAKATOS‑HAYWARD:  But there is a consultative process to go through minutes, and, if there are typos, we would have thought that that would be the process to address that.


MR. SHEPHERD:  Understood.  So this typo isn't a subsequent edit of the minutes?


MS. LAKATOS‑HAYWARD:  No.


MR. SHEPHERD:  These are the original minutes?


MS. LAKATOS‑HAYWARD:  No.  That's right.


MR. SHEPHERD:  I see.  Thanks.  


The minutes refer to a discussion as to the possibility that Direct Energy would remove its bill inserts for a period of time during negotiations.  That was never done, was it?


MS. LAKATOS‑HAYWARD:  Confirmed.  Direct Energy did not agree to remove the bill inserts, but I think just for the clarity of the record --


MR. SHEPHERD:  Sure.


MS. LAKATOS‑HAYWARD:  -- the minutes do state that in putting forward the working proposal, there was not an agreement that this proposal would be the end state, but, rather, it would be used by the consultative group as a framework to aid in the dialogue with their respective members.


I just don't want to leave the impression that the whole group there agreed.  It was something that they would take back in consideration.


MR. SHEPHERD:  Oh, no.  Understood.  It was a proposal and it didn't pan out.


MS. LAKATOS-HAYWARD:  That's right.


MR. SHEPHERD:  Right.  When you initiated the bill insert pilot, you didn't have any plans in that pilot for monitoring a review, did you?


MS. LAKATOS-HAYWARD:  I don't think that's a completely fair statement that the company did indicate, and I think it's in the minutes there, that EGD and Carrier would monitor the pilot for customer uptake and feedback.


We did have a discussion at the consultative, and 

I think that a number of suggestions were brought forward, and we did take that into advisement.  I don't think that it would be fair to say that the company wasn't going to do anything.


MR. SHEPHERD:  Sorry, I'm positing that you were asked at the consultative, what are your plans for review and monitoring, and you said, we're not doing anything.  And it was suggested that you do something.  That didn't happen?


MS. LAKATOS-HAYWARD:  What didn't happen?


MR. SHEPHERD:  That exchange that I just described.


MR. GREEN:  My recollection, Mr. Shepherd, was much to what Ms. Lakatos-Hayward has talked about, and the discussion about how much review, the fact that we talk about we review bill inserts on a regular basis.  I know there was also some additional discussion from participants in the consultative about measurement of potential call centre volumes, or the customer complaints.  There was a lot of that dialogue.


MR. SHEPHERD:  There was some discussion - I'm on question 32 now - there was some discussion about hiring an external consultant to review costing and pricing for open bill.  Why didn't you end up doing that?


MS. LAKATOS-HAYWARD:  We answered that in interrogatory I-24-75 –- sorry, Exhibit I, tab 24, schedule 75.  I refer you to that.  I’m sorry. 


MR. SHEPHERD:  That's your full answer; you have nothing more to add?


MS. LAKATOS-HAYWARD:  Well, it was asked and answered. 


MR. SHEPHERD:  Can you confirm that a draft of your evidence was requested no later than July 26, but that a draft was first provided to consultative members in December?


MS. LAKATOS-HAYWARD:  The company doesn't agree with this statement.  The original evidence, which was D1, tab 11, schedule 1, was completed August 15th.  On page 9 we did indicate the pricing would be available prior to ADR, and subsequently we did provide an update to the evidence on December 13, 2006.  Certainly we did, through the consultative process, prior to ADR, share with them the pricing.


MR. SHEPHERD:  D1, tab 11, schedule 6, was first provided to parties when?


MS. LAKATOS-HAYWARD:  November 14th.


MR. SHEPHERD:  November 14th.  Can you confirm that there were no consultative meetings during the period of July 26th to November 14th?


MS. LAKATOS-HAYWARD:  That's correct.  We did agree at the last consultative session on July 26th that the next step for the company was to go away -- because we were speaking in conceptual terms, how the service would work.  But the next step for the company was to work with its service provider to develop a cost estimate, and that we would then meet at that time.


We were unable to get that estimate, as you recall, until late November, and we held the first meeting on November 14th.


Again, kind of the tone of this question is that we sat back and did nothing.  I want to reiterate that that wasn't the case; that the company was working diligently behind the scenes to scope out the service and to get a cost estimate.


MR. SHEPHERD:  And in fact you were working on the rules for billing on the bill, and the rules for bill inserts, and pricing, and all sorts of stuff like that during that period; right?


MS. LAKATOS-HAYWARD:  Yes.  We were developing the scope of the service.


MR. SHEPHERD:  You did that all without consultation from the consultative?


MS. LAKATOS-HAYWARD:  We felt that we had enough discussion from the previous meetings to go away and then develop the cost estimate.


MR. SHEPHERD:  I'm looking at D1, tab 11, schedule 8, page 8.  It refers to the "increased risk to the shareholder" as a justification for the earnings sharing on this mechanism.  What's that increased risk that we're talking about?


MS. LAKATOS-HAYWARD:  We've certainly talked about it in the past, but let me reiterate that we believe the risks to the shareholder are material.  We do share the risk on the upside and the downside, and that's the shortfalls between the revenues and costs.  Some examples include unanticipated contract termination with a third party.  We are fully allocating costs here and taking costs out of revenue requirement.


If, for example, contract termination with a third party, or if there's a counterparty, a bankruptcy, that will create a forecast variance.


We also share the risk on high or bad debt, and I just mentioned, the allocated, the fixed costs over a forecasted volume of transactions.


MR. SHEPHERD:  Is there something about these risks that are different from the normal risks you have in any of your utility activities between what you budget for a test year and what actually happens?  There's something different here?


MS. LAKATOS-HAYWARD:  I think that the nature of the risk is -- the activities are similar in that we are billing third parties, as an example, would be the ABC service, where we are billing for other party receivables.


The receivable types are different.  I think you were talking about credit and collections and things like that in previous interrogatory.  So the nature of this receivable risk, I think it is something that is somewhat different, a different risk than other receivable types.


MR. McGILL:  I think there's another difference as well, is that the client, in open bill, is the billing party, not the mass market customer.  And billing services isn't a monopoly; it's subject to competition.


Once we put our forecast if place for the number of bills and the revenues associated with that, if that volume of bills, shared bills or open bills, doesn't materialize, those revenues don't materialize, we're at 100 percent risk for that.


MR. SHEPHERD:  I'm trying to understand how that's different for a large-volume customer that you have a contract with, and they will switch from one fuel to another, depending on what they feel like.  You're at risk for that, aren't you?


MR. McGILL:  And there's an annual bill associated with that contract and demand charges associated with that contract, so it's a different market and a different relationship with that customer. 

MR. SHEPHERD:  There is still a risk.


MR. McGILL:  There’s a risk, but it's a different risk.


MR. SHEPHERD:  I see.  And so you think that the risk, for example, the receivables risk in this new category of receivables, is higher than your existing receivable risk?


MR. McGILL:  No, I don't think it is.  That's not our view, because we are anticipating no significant change in the overall bad debt exposure because of this.  We're going recovery half of 1 percent from the billing parties, which is consistent with our bad debt experience.


MR. SHEPHERD:  So, Ms. Lakatos-Hayward was talking about the different type of receivables risk, but that’s not part of the increased risk issue.


MR. McGILL:  There's a difference between what we bill and what we forecast.


MR. SHEPHERD:  No, no, sorry, you're missing my point.  Remember, my question was what's the increased risk to the shareholder.  As I understand it, receivables is not part of the increased risk to the shareholder; is that right?


MR. McGILL:  To the extent we budget an amount for bad debt, the shareholder is exposed to variances from that amount in the actual year.


MR. SHEPHERD:  Just the same as with distribution charges?


MR. McGILL:  Yes.


MR. SHEPHERD:  Thank you.  I'm at question 35.  You're proposing that LDCs, electricity LDCs, will be allowed to use Open Bill Access to advertise CDM initiatives, right, through the bill insert service?


MS. LAKATOS‑HAYWARD:  LDCs, if they want to use bill inserts to advertise, they can certainly do so, yes.


MR. SHEPHERD:  Okay.  And those revenues, those are going to be revenues allocated to the open bill process or to the electricity CDM initiatives of the company?


MS. LAKATOS‑HAYWARD:  Well, I think that we need to keep these programs very clear and distinct.


MR. SHEPHERD:  Hence, the question.


MS. LAKATOS‑HAYWARD:  Well, the ‑‑ what we're proposing, that if an electric LDC wants to put a bill insert, then the Open Bill Access program would collect that advertising; let's call it advertising revenue.  


If there are any other benefits or agreements between that LDC and the company with respect to a program, then that ‑‑ any benefits would flow through to the electric CDM.


MR. SHEPHERD:  Aha.  So let me just ask this hypothetical.  An LDC comes to you, says, We think that if we advertise to your customers to - I don't know - get rid of their electric water heater and put in a natural gas water heater, that if we do it in the Enbridge bill, we're targeting that really well and we should produce some great results.


You'll charge them to put that bill insert in at the normal price; right?


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  But if they generate TRC, you have a provision that says that you can get a share of that TRC just by agreement with them.  That would then be a credit to you for ‑‑


MS. LAKATOS‑HAYWARD:  I think that would depend on whatever the program agreement is between the electric LDC and the company.  I can't speculate on that.


MR. SHEPHERD:  So that ‑‑ what I'm saying is not inconceivable?


MS. LAKATOS‑HAYWARD:  As I said, I don't want to speculate on that without the program agreement.


MR. SHEPHERD:  I'll take that as a maybe.


You have proposed a right of first refusal, which, as a commercial lawyer, I take to mean your right of first refusal is a right to match at a specific price per insert or a specific price overall for the hopper.  What's this right to match?


MS. LAKATOS‑HAYWARD:  It's a price to match -- just give me a second.  So we have outlined in the agreement, which is shown at 27, that the party will have a right of first refusal to purchase one bill insert position per month at the exercise price.  And that ‑- or, sorry, I think it should be excise price, but, anyway, the exercise price is the greater of the minimum bid amount per month at a price per insert, or the highest bit price per month where the highest bid price is defined as bid price per insert.


MR. SHEPHERD:  So if somebody wins a hopper, as it were, by bidding 20 cents for 100,000 customers, say, the right to match says that that person has to bid more than 20 cents for their, let's say, 1.6 million customers?


MS. LAKATOS‑HAYWARD:  It would be to match that 20 cents per bill insert.


MR. SHEPHERD:  Okay.


MS. LAKATOS‑HAYWARD:  I think what our concern is is that you could have a situation where a third party puts in a bid that says, I'm only going to bill one customer, and my ‑‑ if we were to do it the alternative way, which is on a per‑hopper basis.  So I'm going to put in a bid for one customer, and I'm going to put a price for $1,000 per bill insert; right?


So if we were to do it on a ‑‑ in that way, I think that that would create some bias.


MR. SHEPHERD:  So you're doing it the other way, which means that the right to match might mean that they have to pay a lot more for the hopper than the bid they're defeating, because they might have a lot more customers?


MS. LAKATOS‑HAYWARD:  Yes, let me just ...


Can you restate your question, please?


MR. SHEPHERD:  Yes, if I remember it.  By doing it the way you're proposing, it means that in order to exercise their right to match, somebody like Direct Energy, for example, that has 1.6 million or 1.8 million coverage might have to pay a lot more for the hopper than the person whose bid they're supplanting?  


MS. LAKATOS‑HAYWARD:  Just for clarity, I'm sure you can appreciate some of this is coming ‑‑ these additional questions, the company hasn't had an opportunity to prepare, but ‑‑ and we can certainly take an undertaking just to confirm our position on this.  


But we would be looking at that the right of first refusal is on a per‑bid ‑‑ or per‑bill-insert basis.


MR. SHEPHERD:  So, okay.  So let me understand.  Let me give you an example, a simple example.  I'm ABC contractor.  I bid 20 cents per insert for 100,000 coverage; right?  So that's $20,000; all right?  


If Direct Energy is on the bill ‑ I'm just using them as an example, because I know they're on the bill - and if they want that hopper, then they have to pay 20 cents for their 1.6 million bills; right?  So they have to pay, whatever it is, $320,000 for that hopper?


MS. LAKATOS‑HAYWARD:  In the example that you have stated, yes.  If they were to exercise that right of first refusal, it would be 20 cents.


However, Direct Energy, or another incumbent on the bill, could put its own bid in.  So if they were successful, we've got seven available spots.  If they were the third bidder and they bid in 6 cents, then they would be able to purchase at their bid price.


So it's just if, for whatever reason -- it's an extra protection that you can say, if they were not successful in the bidding process, they would have to match that highest bid, but ‑‑


MR. SHEPHERD:  Have you done any analysis of bidding strategies that are likely to develop because of your rules?  Normally, when you have a public auction of some sort of a service, you do a scenario analysis.  Have you done that?


MS. LAKATOS‑HAYWARD:  No.  We've talked about it at the consultative meeting.  But, no.  The company would look in future years -- we could certainly investigate it.


MR. SHEPHERD:  All right.  And the first part of this question was:  What's the business rationale for providing the right of first refusal?


MS. LAKATOS‑HAYWARD:  The right of first refusal recognizes that companies who are using our billing and collection services are purchasing a service to bill and collect payments for their customers and may wish to market its service offerings to customers.  


These companies are making a substantial investment in the bill and, just from a bundling perspective, provides them that extra value.


MR. SHEPHERD:  Now, am I right in understanding that because of the way you're doing it, if one of the little guys is on the bill, he's only billing, you know, 1,000 customers, but he's on the bill; right?


And if Direct Energy wins a hopper with 8 cents for 1.6 million customers, or whatever it is, that guy who's on the bill can say, I'll match that 8 cents.  I want that hopper for my thousand customers.


MS. LAKATOS-HAYWARD:  From Direct Energy?


MR. SHEPHERD:  Yes, they can take it from Direct Energy.


MS. LAKATOS-HAYWARD:  No, because Direct Energy is on the bill; right?


MR. SHEPHERD:  All right.  So, Carrier.  Carrier's not on the bill.


MS. LAKATOS-HAYWARD:  Okay.


MR. SHEPHERD:  Basically all the big players are forced to be on the bill, or else they might not be able to access the bill inserts; right?


MS. LAKATOS-HAYWARD:  No, I think that's a conclusion that you're drawing.  Some companies are going to see value in bill inserts, some others are not.  I don't think that's a fair conclusion to draw.


MR. SHEPHERD:  I see.  Okay. 


Question 37, and I think you have a proposal somewhere talking about how you're going deal with the situation where the service is oversubscribed, the bill insert service, and as a result the bidders with the more limited geographic reach no longer have access to the envelope.


 What's your proposal on that?


MS. LAKATOS-HAYWARD:  We believe that the probability of oversubscription is low, and, as you are aware, that the company is proposing to add seven additional inserts for third parties.  The company believes that the process is fair and provides open access to all parties who are successful in the bid process.  Any other option, and we have looked at would we make available a hopper on a lottery basis.  That seems to be another form of discrimination.  We also note that in the pilot process, the organizations of varying sizes were able to participate.


In essence where I'm coming to in this is that the company's proposal is that we believe that the way that the service is structured, it provides fair and open access to all parties, and that we don't need to do anything further to address different-sized contractors.


MR. SHEPHERD:  You're assuming that it won't be oversubscribed; right?


MS. LAKATOS-HAYWARD:  To the best of the company's knowledge, no.  I think the probability is going to be very low.


MR. SHEPHERD:  If that's the case, am I right in assuming that, then, your bids are going to be at the minimum, because there's always room for somebody to have a hopper?


MS. LAKATOS-HAYWARD:  But certainly the companies who are putting in the bids will have to make that determination of what is the supply/demand.  What price do they feel they need to put in.  I can't speak to what those third parties are going to ascertain.


MR. SHEPHERD:  You've had to investigate that to make some projections; right?


MS. LAKATOS-HAYWARD:  To counter that, I think that there is some concern about what is the maximum number of inserts that we should make available, and that the feeling of the group --


MR. SHEPHERD:  Sorry, sorry.


MS. LAKATOS-HAYWARD:  The consultative group --


MR. SHEPHERD:  That's not responsive to the question.  Maybe I'm being argumentative, in which case it's not your fault.  What I'm trying to get at is what investigation you did to assess what price you're going to end up getting for these hoppers.  You have a budget for it, so you must have got that budget from somewhere.  You must have done some investigation.


MS. LAKATOS-HAYWARD:  The budget is based on, there is that minimum price schedule.  We took an average of, just assuming two inserts per month over the entire year, and the average price is 5 cents.  That's how the forecast is derived.


MR. SHEPHERD:  You're assuming that you're not going to get more than the minimum price in the test year?


MR. GREEN:  I'm having a tough time with that one, Mr. Shepherd, because I don't want us drawing conclusions that we're underestimating or overestimating the price that's been based on our issue, as Ms. Lakatos-Hayward responded to an earlier question about how we came up with the 5 cents.  Schedule 27 and 28 in the exhibits speak to the calendar per month.


When we talk about oversubscription on an annual basis, I think our position is, probably not.  But it could be interesting, and I think we're talking about an energy industry, so it could be for the month of April or May, or for the month of September or October.  There could be a lot of activity from the marketplace for people looking for that.  But I don't know.  It also depends on who that third party is, and what product and service they're coming to the company with.  I don't know if that's helpful or not.


MR. SHEPHERD:  It is.  It is.  Two questions flow from that.  Am I correct in taking from what you've said that in some months, the big months for this industry, there is some possibility of oversubscription, in your mind?


MR. GREEN:  There is the possibility, certainly.  We're in the energy industry, and I think we have to look at how we're trying to provide that to the marketplace.  So there is the challenge, in some cases, to consider, what do we want to call the big month.


But, sure.  The month of April is going to be a good month for air conditioning.  It's still not a bad month to be promoting furnaces.  It's a great month for someone that wants to promote barbecues, et cetera, et cetera.  It's still an ongoing opportunity for somebody to be promoting some sense of energy efficiency from a product and service.  Again, I'm not trying to be non-responsive.

MS. LAKATOS-HAYWARD:  I think –-

MR. GREEN:  I think as we go through this from a learning process it will be interesting to see oversubscription, undersubscription, in what months.


MS. LAKATOS-HAYWARD:  I think that -- if I can just kind of finish off this answer.  The first year we're still in a pilot mode.  We need to get a full year's data so that we can look at what is the market response to this.


 The company has said on a couple of occasions that if seven inserts aren't enough, that we'll certainly go back and look at adding more.


 In essence what we're doing is effectively doubling the number of inserts that are going to be in that bill.  Do we believe that we've substantially increased the supply that will serve the market?  Yes.  Will we continue to monitor that and adjust supply if required?  Yes.


MR. SHEPHERD:  That leads to the other question that flows out of your answers.  That is, if you're proposing to set rates for the test year on the basis of an assumption that your bill insert average is the same as your minimum, which is what you're doing; right -- you're proposing to set rates on that basis?


MS. LAKATOS-HAYWARD:  No, I wouldn't quite characterize it that way.  We have a minimum price schedule; that the forecast that we've developed is at the average of those minimum bid prices, yes.


MR. SHEPHERD:  So it's 5 cents.


MS. LAKATOS-HAYWARD:  Five cents, but it's not rates.  The participants will bid in whatever price that they 

deem --


MR. SHEPHERD:  Sorry, my fault.  I mean rates to distribution customers.  Your forecast is going to go in to your rate calculation, yes?


MS. LAKATOS-HAYWARD:  Yes.  But the way, perhaps, this will help allay any fears that you have, is that from a deferral account, that any forecast variance is going to flow into a deferral account, and we will clear that.


 It's not to an extent that if we underforecast that, that the ratepayers are not going to benefit from that.  Absolutely.  This is just for our best available estimate at this time.


MR. SHEPHERD:  Now, the ratepayer benefit on this is quite small.  I guess our question 38 asks you, if you priced -- or, sorry, if you had the bidding done by price per insert instead of by overall price per hopper, how would that impact on your ratepayer benefit?  We've asked you to do an estimate of that.  Have you done that estimate?


MS. LAKATOS-HAYWARD:  I certainly did have a quick look at this, but I felt that not enough parameters have been provided to calculate the required analysis.  I tried to think of an example, but conceivably, if the bidding was evaluated on a price-per-bill basis, then a contractor bidding in one insert $1,000 could outbid an organization that wanted to take 106 million customers at 10 cents an insert.


 In a hypothetical example, the impact could be fairly high.  But I think we'd need some additional parameters from this interrogatory to be able to respond appropriately. 


MR. SHEPHERD:  The impact can't be more than $657,375, can it?


MS. LAKATOS‑HAYWARD:  No, because back to the previous point, that any ‑‑ you know, that was our best estimate.  Any forecast variance is going to go into the deferral account.


So on an actual basis, if we sold seven bill inserts a month at 20 cents per bill insert, that is a scenario and that any forecast variance would flow into the deferral account.


So I think to be able to respond appropriately to this question, we'd need some more information.


MR. SHEPHERD:  Okay.


MR. POCH:  Jay, when you've finished this question, I just want to interject.


MR. SHEPHERD:  Go ahead.


PROCEDURAL MATTERS:

MR. POCH:  Are you finished that question?


Okay, I see that Mr. Shepherd is about half way through his questions and we're about half way through the day.  And I wasn't party to any discussion about the order of proceeding today, but I did appreciate that some of your questions covered off some areas that I'm concerned about and I think the same thing holds for Pollution Probe.  


I've scanned ahead.  There don't seem to be any further of your questions which fall in that category.  I'm wondering if I could invite you to rest your voice for half an hour, or probably less, so that a couple of us could get our questions in and get out of here at this point, rather than, I fear, being held here until the end of the day, if that's not a problem for you, Mr. Shepherd.


MR. SHEPHERD:  You weren't planning to be here the full day?


MR. POCH:  Well, no.  I would propose that if I could get my questions in now, I could probably leave.  I think ‑‑ I've looked ahead at the balance of your questions, and I think I can safely not be present for them.


MR. GIBBONS:  And I, Jack Gibbons from Pollution Probe, would love to turn off my meter and go home and save ratepayers some money.  I've got about ten minutes of questions.


MR. POCH:  It's been helpful being here and having you go first on some of these until now, but I think, just looking at what is on your list, I could safely save some time and money for everybody.


MR. SHEPHERD:  Well, I would have preferred if you had told me this before I started, but, I guess, what choice do I have?  Okay.


MR. POCH:  Well, I would have preferred if I was included in the discussion about the order of counsel before, but that doesn't matter.  Be that as it may, I hope that doesn't inconvenience anybody, and it certainly does convenience myself.  Mr. Shepherd, thank you for the opportunity to...


MR. GIBBONS:  I turned off my mike and it turned off  David's at the same time.


QUESTIONS BY MR. POCH:

MR. POCH:  That's fine.  Mr. Shepherd already touched on the statement you made about -- and the reference for this is at D1, tab 11, 6, at page 7, that you anticipate this providing additional opportunities for DSM.  


I think what I heard is simply that to the extent that there is some marketing advantage for companies that participate in on‑bill financing or bill stuffers, expanding the use of gas, that creates an opportunity for more efficient products to get out there.


I'm not sure -- I'm just wondering if that's the extent of the advantages for DSM or if there are -- you see this opening up other opportunities to enhance your DSM programming.


MS. LAKATOS‑HAYWARD:  I think in addition to the general conversation that we had from a customer perspective, accessing the bill, you know, allows a convenient payment option which will, I think, improve the access to DSM products.  I think it would be up to that third party to design specific DSM opportunities.  


You know, I'm sort of generally aware of financing programs where DSM has a percentage off, those kinds of things, and that's certainly something that EGD would encourage.  But I think it would be up to the third party to bring that forward.


What we're providing, it's a billing and collections program.


MR. POCH:  All right.  So you're not ruling out that your DSM group might conceive of a way to harness -- to utilize the availability of these mechanisms in conjunction with a third party to provide ‑‑ to offer inducements to customers to install more efficient equipment?  That wouldn't be precluded by anything in your proposal, would it? 


MR. GREEN:  I don't think we've precluded anything, Mr. Poch.


MR. POCH:  Right.


MR. GREEN:  The company, through its own demand side management programs, have, I think you will appreciate, had numerous bill inserts promoting the benefits of specific DSM initiatives.


MR. POCH:  All right.  


Now, I understood the comments you made earlier about, in general, what types of appliances or end uses could be picked up or bundled in in the on‑bill financing aspects of this proposal.


Are you ‑‑ so you are going to have some mechanism to -- at least some rule or some screening mechanism to vet what kind of appliances are being financed.  I'm wondering if, in implementing that screening or rule system, there are any proposals that will favour the promotion of efficient or at least avoid the promotion of inefficient gas products.


MR. GREEN:  In our exhibits, at Exhibit 1, tab 11, schedules 27 and 28, there is a schedule A that talks about promotion ‑‑ or products and service offerings, Mr. Poch.  We're also talking about those types of equipment that we don't want in there, if you will, from an electric perspective.  


We've had a lot of dialogue on that this morning already.


MR. POCH:  Yeah.  No, I understand.  Let me ‑‑


MR. GREEN:  I don't know that ‑‑ I'm sorry.  My apologies.  There's nothing in there at this point in time that says, if you will, Well, if it's not promoting ‑‑ nothing but ‑‑ let me use the example of a furnace and nothing but 90 percent and above from an efficiency perspective.  


We haven't gone to that level of granularity, sir.


MR. POCH:  Right.  That's exactly what I was focussing on.  I heard your comments earlier about reserving the right about not allowing this service to be used to basically promote fuel switching away from gas, but I'm talking about the rules that might be in place to ensure that this service is not used to encourage installation of inefficient appliances.  


So that's exactly what I'm asking, and I take it that at present there's nothing envisioned in that regard?


MR. GREEN:  Well, again, in that schedule that I've referenced, I mean, we think about lifestyle products.  We could have a long debate about efficiency or inefficiency.  We'll say that the company's position is clearly ‑‑ we are fuel‑biased.  We definitely want the promotion of natural gas, and I think we've demonstrated over numerous years our encouragement of consumers using natural gas and using natural gas wisely.


MR. POCH:  I won't take issue with whatever your record is in that regard.  I'm just asking if, in this case, you're going to use your rules to ensure that your bill inserts and bill and on‑bill financing are supportive of efficiency as opposed to inefficiency.  


And I think what I'm hearing you say is you don't have any rules in that regard, other than the question of the avoidance of fuel switching in the wrong direction?


MR. GREEN:  My answer wasn't succinct enough the first time.  I'll try it this way:  No specific rules.  Obviously, we have sole discretion what the product and service will be.


MR. POCH:  I'm sorry, you reserve discretion, but you're not --


MR. GREEN:  At our sole discretion, we'll be determining what the product and the service is from a promotional perspective with that third party.  Again, we're promoting natural gas.


MR. POCH:  Yes.


MR. GREEN:  And we're promoting the use of it wisely.


MR. POCH:  So let me make -- I apologize.  I don't have the exhibit you referred to in front of me, but let me make sure I understand, then.


The proposal, as it stands, would give you the discretion, if you so chose, to exercise in that fashion.  You're not at this time proposing to delineate how you're going to exercise your discretion, or does it not give you such discretion?


MS. LAKATOS‑HAYWARD:  The schedule that we have outlines what we've termed eligible products and services, and there it talks about natural gas.  We do talk about energy efficiency.  

But in terms of exclusions, we have not included language that talks about excluding inefficient appliances, and I think that it will be in the eye of the beholder as to what is inefficient.  To reiterate Mr. Green's evidence on this point, we're in the business of promoting natural gas.  We would like to increase penetration of lifestyle products - ranges, dryers, patio heaters - and it will encourage customers to use that wisely, but we certainly wouldn't want that exclusion to limit or not allow the company to allow customers to finance these products.


 Again, I want to come back to the point of the customers; it's providing a customer choice around these products.


MR. POCH:  All right.  I think I have my answer.  In other words, you're not proposing, and indeed the fact that you've included such things as patio heaters in your list of allowed, I think, probably would preclude you from excluding such products as part of your discretion.


MR. GREEN:  That would fall into the lifestyle products category. 


MR. POCH:  Which you've specifically allowed.


MR. GREEN:  Yes, sir.


MR. POCH:  Thank you.  I was sort of blending both the on-bill financing and the bill stuffers.  I'm not deeply familiar with the lengthy contract provisions you've proposed here.  I take it that same set of rules would apply to both services?  What can be financed and what can be promoted?


MS. LAKATOS-HAYWARD:  The rules are fairly similar, with the exception of, and I'm sure we'll have a discussion later about this point, but with respect to bill inserts, we have made one exclusion, and that's with respect to commodity bill inserts.


MR. POCH:  Right.


MS. LAKATOS-HAYWARD:  Of course from a billing/collections point of view, we do have an ABC program.


MR. POCH:  One other topic I want to take up with you, and that is, the discussion so far has envisaged, I think, third-party HVAC entities, either themselves or with a financing entity; getting financing on your bill, making an arrangement to have financing on your bill.


 It seems to me the discussion has always assumed, in effect, that the lead comes from the HVAC retailer and they already have an arrangement with a financier, either themselves or another party that's a financier, and that in turn that one of them has made the arrangement to be on your bill.


I'm wondering whether you've considered having a financing service on your bill that is not tied to HVAC retailers, that's simply a free-standing financing service that is then advertised at large, saying, If you go out and buy a gas product anywhere, from any retailer, come to us and we'll finance it on the bill and help you avoid the upfront cost.


 Is that currently being considered by you, or, to your knowledge, to any one of your affiliates.


MS. LAKATOS-HAYWARD:  To that point, in the customer market research that we've indicated previously, a sizable portion of our customers see a value in being able to finance products on the bill.


 Enbridge Gas Distribution from an undertakings perspective cannot provide that financing itself.  But we do recognize there is that customer demand for financing, and also for being able to access the bill.


 In that regard, there are certainly other options available in the marketplace, but we are aware that Enbridge Solutions Inc. is developing, or in the midst of developing, a financing program to be able to offer customers.


MR. POCH:  What I hear is Enbridge Solutions may then be offering a free-standing financing service that will then collect for through your bill.  That may be marketed through retailers, but may also be marketed directly at customers?


MS. LAKATOS-HAYWARD:  We don't have any details as to how they're going to market it, but, yes.


MR. POCH:  I wasn't asking.  Just as a preamble to my question.


MS. LAKATOS-HAYWARD:  Okay.


MR. POCH:  You're not envisaging as a utility venture or as part of your DSM initiatives sponsoring with a third party such as service?  There may be several such free-standing financing companies - Enbridge Solutions, Household Finance Inc., whoever - trying to take advantage of this mechanism for that purpose.  You're not proposing to do so, in any sense, sponsor or promote such a mechanism?  


MS. LAKATOS-HAYWARD:  From a DSM perspective, we're not aware of any plans by EGD to bring forward a standalone financing program.


MR. POCH:  Thank you very much.  Those are my questions.  I think Mr. Gibbons may have a few as well.


MR. MILLAR:  Mr. Gibbons, how long do you have?  I understand from Mr. Buonaguro that -- I can't even recall what it is, but there's some event scheduled for 12:15, and I don't know who has to attend that.  I can't even see Mr. Buonaguro now, so I assume he's hiding behind the pillar.  Maybe he can explain.  I understood he wanted to be released.  I don't know if we have to break now or if some people can leave.


MR. BUONAGURO:  It's a conference call.  The two of the three, I'm the third, are gone.  They went.


MR. MILLAR:  Oh, I see.


MR. BUONAGURO:  And one of them is with VECC, and he's covering that off.  If you want to break for lunch, maybe after him, but we're okay.


MR. MILLAR:  That's fine.  Thank you.  


MR. GIBBONS:  I'll be finished by luncheon break.


MR. MILLAR:  Thank you.


QUESTIONS BY MR. GIBBONS:


MR. GIBBONS:  Unless we have very difficult witnesses.


Panel, I'm from Pollution Probe.  Are you ready?  I have your undivided attention?  

We're strong supporters of this open bill concept, which will allow on-bill financing or the rental of gas appliances, because we're strong supporters that it will help promote fuel switching away from electricity and help solve our electricity problems.  

Also, we believe if there is on-bill financing at reasonable rates or rental programs, that can help reduce the need for subsidies from ratepayers to encourage customers to switch to natural gas.


 That's where we're coming from.  Therefore we are very keen to explore mechanisms that will allow this on-bill financing at the lowest possible interest rate, to minimize the need for additional cross-subsidies, ratepayers-financed cross-subsidies to promote fuel switching.


 I would like to know whether your proposal would allow the following:


 Would it allow Enbridge Gas Distribution Inc. to have a Request for Proposal to financial institutions to get bids to provide financing for gas appliances, and you would have this competitive proposal, and hopefully choose the company that will provide the financing at the lowest possible interest rate to the customers?


You have that, and maybe Canada Trust would win, and they'll give very low interest rates, hopefully, to finance gas appliances; and then you would make this financing available to any customer who was participating in your Open Bill program through any HVAC company.


Would you be able to do that under your proposal?


MS. LAKATOS-HAYWARD:  First of all, I want to thank you for your support on this.  With respect to your proposal, certainly the company is open to looking at a mechanism such as an RFP, and, again, this is not the DSM panel and --


MR. GIBBONS:  I'm not promoting DSM now.  I'm promoting fuel switching.


MS. LAKATOS-HAYWARD:  Okay.  Or fuel switching.  The company could certainly look at programs to encourage financing companies to come forward with offers to customers at low interest rates to promote fuel switching, and certainly, from a program development perspective, you know, we could look at that.


We do want to emphasize that the access to the bill is non‑exclusive, and the company's position is that the more financing companies and/or other entities that are on the bill, the better choice that it provides to customers.


So to the extent that we can facilitate, because from an Enbridge Gas Distribution role, that's what we ‑‑ how we view ourselves, as a facilitator, any way that we can facilitate financing at low interest rates, we would certainly be open to looking at that.  I hope that's helpful.


MR. GIBBONS:  So there's some kind of a positive response.  You don't identify any barriers to what we're proposing?


MS. LAKATOS‑HAYWARD:  I can't identify any barriers at this point.  We would have to look at it.


MR. GIBBONS:  Great.  And, okay, my second and last question is:  Would you -- if one of Mr. Shepherd's clients or if Direct Energy, for example, wanted to rent or finance for customers hybrid solar-gas water heaters, would they be eligible under this proposal of yours? 


MR. GREEN:  Just for clarification, Mr. Gibbons, so this is a third‑party service provider that's gone to the marketplace to say, I've got this new product and service.  Could they utilize, through the open bill service and collection agreement, having it billed on the Enbridge bill?


MR. GIBBONS:  Yes.


MS. LAKATOS‑HAYWARD:  Can't see why not.


MR. GIBBONS:  For hybrid solar-gas water heaters.  It could be EnerCom, for example.  It could be Morenergy, for example.  You know, many companies who want to rent or finance for customers hybrid solar-gas water heaters.


MS. LAKATOS‑HAYWARD:  Yes, absolutely.  That would meet the definition of an eligible product and service.


MR. GIBBONS:  Thank you.  Excellent questions, excellent answers.


MR. POCH:  Just to be clear, we're also generally supportive of this, but not when it's for patio heaters.


MR. CASS:  We gathered that.


MR. GREEN:  We will thank you for your questions and support, as well, Mr. Poch.


MR. MILLAR:  So with that, I think we'll break for lunch.  Obviously we still have a lot to get through, so why don't we come back at 20 after 1:00, in an hour?  Thank you.


‑‑‑ Lunch recess taken at 12:24 p.m. 


--- On resuming at 1:25 p.m.


PROCEDURAL MATTERS:

MR. MILLAR:  I think we'll get started.  Just a 

reminder to everyone:  If you're not addressing the witnesses, please ensure that your mike is off, that the green light is off.


There have been some discussions as to how we're going to get through all this today.  I asked Jay off the record, and Jay, can you confirm you think you have about two hours left?


MR. SHEPHERD:  That's my guess, yes.


MR. MILLAR:  And, Mr. Matthews, I understood about 15 minutes or so from DE?


MR. MATTHEWS:  Yes.


MR. MILLAR:  Union Energy, do you have any --


MS. CRAIN:  We'll see how much of our ground gets covered by Jay.  It's hard to say right now.


MR. MILLAR:  At the outside do you have a guesstimate?  I wonder if there's any realistic chance of us getting through all this.


MS. CRAIN:  I think on the outside 45 minutes, and I'm sure that will be narrowed based on how far Jay goes.


MS. RUZYCKI:  I likely only have a couple of questions.  A lot of them have already been covered through Jay's material.


MR. MILLAR:  And I'm sorry, Michael, again, you're hiding again.


MR. BUONAGURO:  I would guess 45 minutes to an hour, but a lot of the questions we have, they may have been already worked out in advance.


MR. MILLAR:  I'd ask as we go through if people would cross off questions that have already been answered, and we will do our very best to get through this today, because we don't have anything else set up.  

Jay, I'll turn it over to you, unless, Fred, there's anything else that has to be addressed.


MR. CASS:  No.  Not that I am aware of.


MR. MILLAR:  Thank you.


FURTHER QUESTIONS BY MR. SHEPHERD:

MR. SHEPHERD:  I'm at question 39.  This is about your proposal to do an annual bidding instead of monthly bidding.  Can you talk about the benefits of that, the impacts of that?


MR. GREEN:  The company's position, there's a thought process there that an annual bid allows, certainly from an administrative perspective, one from the company, from other sources, for the third parties to have an understanding of what's going to go on through the year.  You're evaluating bids, et cetera.  Return bids are evaluated on that month-by-month basis.  

We've talked in the consultative and in others.  We certainly do note, however, that if there are insufficient bids, then the company obviously contemplates whether there are second rounds of biddings.  We also talked about the fact that we can see that -- I think we used some of the terminology of walk-in bids, if a company may come in and make a phone call or an organization that says, Is there any space available for X month.


But an annual bid process is a starting point for us that we think is a simple enough and short process to lay out what's going to go on over the course of a year.


MR. SHEPHERD:  The only reason for it is simplicity and administrative cost?


MS. LAKATOS-HAYWARD:  And I think overall efficiency of the program, and for the third parties as well so they can do their own planning.


MR. SHEPHERD:  Did you, in your analysis, consider the advantages inherent to both bidders and the company in the periodic bidding that allows you to learn as you go?


MS. LAKATOS-HAYWARD:  I don't think that we've looked at that explicitly, to Mr. Green's point earlier, that we will contemplate a shorter term and monthly bidding in the event that we did not receive full subscription of the bids.


MR. SHEPHERD:  Have you quantified the benefits of doing it annually rather than monthly?


MS. LAKATOS-HAYWARD:  No, we have not.


MR. SHEPHERD:  Now, I'm going to skip question 40 because I have a broader question on that later on, as I've indicated to you by e-mail, and go to question 41.  

What research data do you have available on the bad debt experience with respect to different types of products and services?


MS. LAKATOS-HAYWARD:  The company doesn't have any market data or research relating to bad debt experience for different products or services or categories of them.


MR. SHEPHERD:  At 42.  And I've asked most of this already.  I just want to confirm.  As far as you know, the current bad debt guarantee for Direct Energy from CWLP is 99.5 percent?  


MS. LAKATOS-HAYWARD:  That's our understanding, that there is that guarantee, and I believe that's in some of the Consumers' water heater fund public disclosure documents.


MR. SHEPHERD:  Are you aware of whether that's changed since the beginning, when the water heater business was transferred to Direct?


MR. McGILL:  I don't believe so.


MR. SHEPHERD:  Question 43.  See how I'm just motoring along here?


Question 43 takes you to D1, tab 11, schedule 9, page 7, where you refer to a figure of 74 cents per standalone bill as your cost, but elsewhere we've talked about the costs being $1.44 per standalone bill.  Presumably those are calculated on different bases.  Can you help us with that?


MS. LAKATOS-HAYWARD:  I can indicate that in the evidence update there were a lot of separate schedules that were attached.  What we have done is we've attached the complete consultative record of all the handouts, the presentations, that were made to the consultative.


Schedule 9... is it schedule 9?  Yes.  That was discussed at a November 14th consultative.  There have been subsequent updates to that, and what is the company's current proposal is at schedule 23, where the standalone bill is $1.44.  Now, in terms -- sorry.


MR. SHEPHERD:  Sorry, the 74 cents is just wrong?


MS. LAKATOS-HAYWARD:  The 74 cents was incorrect in two components.


First of all, we did not have the costs from ABSU to deliver the service, so that wasn't added in.  Then secondly, in terms of how the standalone bill was derived, there was an incorrect calculation that was done.  We have subsequently updated it in schedule 23.


MR. SHEPHERD:  Okay.  But the 74 cents is a number that we've seen elsewhere, which is a number that you used to calculate the benefit through CWLP of Direct Energy's sharing your bill; right?  37 cents for them, 37 cents for you.


MR. McGILL:  Yes, that's in the old model.


MR. SHEPHERD:  Is that just accidental, that those two numbers are the same?


MS. LAKATOS-HAYWARD:  Just give me a second here.


The schedule 9 indicates that the standalone costs of 74 cents have been defined as the basis with the 25 cents cost allocation factor used.  Sorry, I just needed to bring myself back to that.


So the 74 cents, the context for that statement is that when we calculated the standalone cost, we used that as our starting point and allocated the full standalone cost of the 74 cents for the bill production and included the additional cost components to that to come up to the $1.44.  

The 74 cents is just the bill production cost.  I can hopefully take you to another exhibit to show you that.


Just as an example, if you were to go to schedule 10, which was discussed at the same consultative, on page 8, this is part of a spreadsheet that was derived.  There is a line, "Bill and payment production, joint bills with EGD and DE's receivables." So this is based on the 2006, our CSA.  


So currently, for every shared bill that we ‑‑ and we've talked about this, that every shared bill is 37 cents, and for every standalone bill it's 74 cents. 


So what we have done for a standalone bill under Open Bill Access is allocated the full 74 cents, and that refers to the bill production ‑‑ bill payment and production component, and then there are the other cost components, the incremental costs to deliver the service, et cetera.


MR. SHEPHERD:  And how many bills do you have each year?


MS. LAKATOS‑HAYWARD:  For the standalone?


MR. SHEPHERD:  No.


MS. LAKATOS‑HAYWARD:  For the total?


MR. SHEPHERD:  Yes.


MS. LAKATOS‑HAYWARD:  Well, if you look at page 11 of the same exhibit, you see there total number of customers, and that's our forecast of shared customers for 2007.  So if you take that figure and multiply it by 12.


MR. SHEPHERD:  But that's not your total number of bills; right?


MS. LAKATOS‑HAYWARD:  It's shared.


MR. SHEPHERD:  No, I asked for your total number of bills.  You have 1,790,000 in customers?


MS. LAKATOS‑HAYWARD:  I think there is another question - perhaps it's Union Energy - that's asked for ‑‑ no, a VECC question about the reconciliation.


For the bill inserts, our assumption is 

approximately --


MR. GREEN:  1.6.


MS. LAKATOS‑HAYWARD:  -- 1.6 million customers.


MR. SHEPHERD:  So that would be 19.2 million bills?


MS. LAKATOS‑HAYWARD:  For the ‑‑ at 1.6?


MR. SHEPHERD:  Yes.


MS. LAKATOS‑HAYWARD:  Subject to check.


MR. SHEPHERD:  Just multiply it by 12.


MS. LAKATOS‑HAYWARD:  Okay, subject to check.


MR. SHEPHERD:  And then if you multiply that by 74 cents, you get a total cost of $14.2 million.  That really is your bill production cost.  But then I'm looking back at ‑‑ see, this is why I'm confused.  


I'm looking back at page 8 of that same exhibit, D1, tab 11, schedule 10, and you say your total charge for the year for bill payment and production is $11.7 million.


MS. LAKATOS‑HAYWARD:  Sorry, what's the page number?


MR. SHEPHERD:  Page 8.


MR. McGILL:  Schedule 10.


MS. LAKATOS‑HAYWARD:  So what this ‑‑ the bill production, this is joint bills, so this includes shared bills.  So there is a shared bill component in here, as well, so the 37 cents.  So for every shared bill, it's 37 cents.  For every standalone bill, it's 74 cents.


MR. SHEPHERD:  So this 11,690,000 is 37 cents a bill?


MR. McGILL:  No, it's a composite.


MS. LAKATOS‑HAYWARD:  A composite.


MR. McGILL:  It's roughly 1.3 million bills at 37 cents, and about another 500,000 at 74 cents, times 12 months.


MS. LAKATOS‑HAYWARD:  So what we did was we grossed up this amount to reflect what would the standalone cost be, in terms of the total charge, and then allocated 25 percent.


MR. SHEPHERD:  I can't get it to balance.  I wonder if you could just tell us, take an undertaking to tell us how you got to that 11,690,000.


MS. LAKATOS‑HAYWARD:  Not a problem.  We can do that.


MR. SHEPHERD:  Thanks.


MR. MILLAR:  JT-3.


UNDERTAKING NO. JT3:  PROVIDE DETAIL OF 11,690,000 AMOUNT.

MR. SHEPHERD:  Question 44, I've asked already and you've answered, so unless you have more to add, I'm happy to pass it.  That relates to fully allocated costs and pricing.


Then question 45 relates to how you allocate CIS costs.  Originally, you said that ‑‑ originally your proposal was that CIS costs would be allocated on an incremental basis, and now -- and then you said allocating it on the same basis as receivables was a bad idea.  


But your proposal now says that you're going allocate it on the basis of receivables; right?


MS. LAKATOS‑HAYWARD:  No, not for CIS.


MR. SHEPHERD:  Okay.  On what basis, then?


MR. McGILL:  Yes, our proposal includes an additional 2 cents per bill with respect to the CIS costs, which is based on the costs associated in the CIS services agreement with adding a miscellaneous line item to the bill, which is 25 cents per year.


MR. SHEPHERD:  So it is incremental, then?


MR. McGILL:  It's consistent with the fully allocated costing methodology. 


MR. SHEPHERD:  None of the embedded costs associated with CIS are being allocated to this service; right?


MR. McGILL:  Not beyond the 25 cents per year per item.


MR. SHEPHERD:  But the 25 cents is incremental; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  So then you're not allocating any of the non‑incremental costs to this service; is that right?


MR. McGILL:  We're allocating the CIS costs based on the RCAM methodology.


MR. SHEPHERD:  The what methodology?


MR. McGILL:  The RCAM, the -- I'll go back and get the acronym.


DR. HIGGIN:  Not "our camp", I hope.


MR. SHEPHERD:  No, that would be a lot of fun, but... and, Mike, no, we won't be finished today if it's "our camp". 


Can you explain that?


MR. McGILL:  We're following the same principles as set out in RCAM, which is if the cost is clearly identifiable as being associated with the incremental activity, then it's the incremental cost that's allocated.


MR. SHEPHERD:  Okay.  I'm going to leave most of the questions about this to my friends at VECC, who are much more familiar with RCAM than I am, but I'll ask just this one question.  

Am I correct that in RCAM, if you have an incremental cost that's directly related to an activity, you allocate that to that activity; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  But you also allocate a portion of your underlying costs, your shared costs, to the activity, as well; correct?


MR. McGILL:  Let me see exactly what it says.


Only to the extent that the cost would vary with the relationship to the incremental activity.  So the other portions of the CIS costs don't change with the addition of the line item to the bill.  So they shouldn't be allocated. 


Like, if the rest of the CIS charge was going to get bigger, in addition to the extra 25 cents a year per line item, then, yes, you would allocate that inflated CIS cost, but that's not the case here.


MR. SHEPHERD:  So -- and this is the ‑‑ it's the same underlying principle you've used for all of your allocations; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  Thank you.  Question 46 I think I've asked already and you've answered.  That relates to fully allocated costs of bill production.  I think we had talked about that earlier on.


Question 47.  Could you please confirm that if the Board orders a different type of fully allocated costing, and as a result there's no shareholder net benefit, the company does not intend to proceed with its open bill proposals?


MS. LAKATOS-HAYWARD:  First of all, to reiterate, the company's position is that the service is consistent with fully allocated costs.  Certainly, yes, if there was no earnings sharing, the company would be extremely disappointed, and from a risk-return perspective would feel that the return being generated would be insufficient, given the risk.


 We would certainly have to go back to our management as to look to the overall long-term sustainability of the program, and in the event that we did continue with the service, then certainly there would be an impact on our efforts to be creative in attracting new Open Bill Access clients and developing additional services.


 We believe that the company requires an incentive over and above distribution revenues to generate additional revenues which are beneficial to all partners involved in this activity.


MR. SHEPHERD:  Okay.  Unfortunately, I need a more precise answer than that.  I'm going to put it to you this way, and I understand you may wish to take this away as an undertaking, but I think the Board needs to know.  If the Board says no shareholder benefit, does that mean you don't go ahead with open bill, or you do go ahead with open bill?


MS. LAKATOS-HAYWARD:  I appreciate your suggestion that the Board would need to know, but at this point our senior management group would have to seriously look at the risk and return from the program.


MR. SHEPHERD:  Can I get an undertaking for you to let us know whether, without a shareholder benefit, there's open bill or not?


MS. LAKATOS-HAYWARD:  I can't speak to... I 

can't make that commitment on behalf of my executive management team.


MR. SHEPHERD:  Well, it's an interrogatory.  I've asked the question.  You either have to answer or refuse.


MS. LAKATOS-HAYWARD:  I guess where I'm going is, I'm not sure, ahead of a Board order, whether our executive management team would be able to definitively say "yes" or "no," that we would not proceed.


MR. SHEPHERD:  I'll take that as a refusal.  I'm going to again ask your counsel whether he can tell us the basis of the refusal.


MR. CASS:  If I can, Jay.  You're asking the company to speculate about a decision that would occur in the event of a particular Board decision.  The witness is telling you that the company would need to see the decision and evaluate what the Board has said, and the impacts of it, in order to make the company's decision.  That's why the company can't answer your question at this time.


MR. SHEPHERD:  No, I'm actually not asking them to speculate.  I'm asking them to tell the Board, through this interrogatories process, this Technical Conference, the consequences of a particular course of action.


MR. CASS:  Well, Jay, I don't know that we're going to get very far arguing it here today.  Again, the company would need to see the decision, see the comments of the Board, and assess what the impact of that is on its Proposal. That's what would have to happen.  It's not something that can be done here and now, today.


MR. SHEPHERD:  Okay.  Thanks.  


Question 48.  You did some customer research feedback on the bill insert pilot, and as I understand it 2 percent of customers recalled the name of the advertiser in the insert; is that right?


MR. GREEN:  Yes.  At Exhibit 1, tab 11, schedule 13, page 1 of 1, that's talking of the new open bill insert recognition, recall of a new bill insert was 21 percent in August and 21 percent in September.  Your question about 2 percent in the month of August, unaided awareness, if you will.  So a customer said, yes, I recognize there was a new bill insert.  So unaided question of, could they identify who was the provider of that bill insert was the 2 percent.  

Does that answer the question, Mr. Shepherd?


MR. SHEPHERD:  The number who could identify it the company was 2 percent.


MS. LAKATOS-HAYWARD:  Unaided; that's correct.


MR. GREEN:  Unaided.


MR. SHEPHERD:  Unaided.


MR. GREEN:  Yes, unaided.


MR. SHEPHERD:  And as I understand, the number who thought it was Enbridge was more like 16 to 22 percent.  Is that right?  Same source?


MR. GREEN:  Could you repeat that for me, because I'm not sure...


MR. SHEPHERD:  I'm looking at your own report here.  It looks to me like it says - now I've lost my page - that the number --


MR. GREEN:  Schedule 13.


MR. SHEPHERD:  The number who recalled that Enbridge put in the insert was 16 percent to 22 percent, according to this.


MS. LAKATOS-HAYWARD:  In response to that, Enbridge Gas Distribution, as well as Direct Energy, and that's certainly one of the parties identified there, run their own bill inserts.  The question asked, do you recall seeing bill inserts in your bill, and can you identify who they are.


MR. SHEPHERD:  Okay.  Have you found somewhere what the question was?


MS. LAKATOS-HAYWARD:  Not this particular research, no. 


MR. SHEPHERD:  I wonder if you could undertake to provide the actual questions asked.


MR. GREEN:  Supply the actual question of how it was posed about the recognition of the new bill inserts?


MR. SHEPHERD:  Well, actually, you might as well give us -- there were two questions in that part of the survey.  It was part of a broader survey; right?


MS. LAKATOS-HAYWARD:  It was part of our monthly market research survey.  We can provide you what the questions were asked.


MR. SHEPHERD:  And there were two; right?


MS. LAKATOS-HAYWARD:  I would have to check on that.


MR. SHEPHERD:  Were the questions together in the survey?


MS. LAKATOS-HAYWARD:  I would have to check on that.


MR. GREEN:  It's a telephone survey.


MR. SHEPHERD:  No, I understand, but there's a script; right?


MS. LAKATOS-HAYWARD:  We would have to check --


MR. GREEN:  Yes.  And it's talking about unaided awareness.


MR. SHEPHERD:  Understood.  So, then, can you give us the questions on which these answers are based, and the lead-in question - that is, the immediately preceding question - for each one?  If they were together, then there's only one preceding question.  But you understand that sometimes the preceding question suggests an answer for a subsequent question.  You have to be careful of the order of questions.  If we can just see what the immediately preceding question was, that would be useful.  Thank you.  That's JT?


MR. MILLAR:  JT5.


MR. CASS:  We have four.  JT4.  Did we miss one?


MR. MILLAR:  I have JT4 as... oh, I'm sorry.  I did get ahead of myself.  Thank you, Mr. Cass.  That was JT4.


UNDERTAKING NO. JT4:  TO PRODUCE SURVEY QUESTIONS


MR. SHEPHERD:  You already knew I was going to ask for that undertaking and you already had it written down.  Wow. 


 Question 49.  Your current expectation is that Direct Energy will, at least in the test year, account for more than 98 percent of all amounts billed on the company's bill?


MS. LAKATOS-HAYWARD:  It's approximately 97 percent.


MR. SHEPHERD:  Now, you actually got their calculation wrong; right?  Let me see if I can find that question, and we might as well deal with it now.


Yes.  Question 67.


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  We got total annual revenue of $238 million.  It looked to me like your spreadsheet had a problem with it.


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  Can you undertake to provide the corrected sheet?


MS. LAKATOS-HAYWARD:  Yes.  We did, on receipt of the questions, look at that, and again, it was unfortunate, and we can all appreciate how mistakes happen, but it was unfortunate that this was not brought to the attention of the consultative.  However, we can confirm that.  Sorry, this is number 60...


MR. SHEPHERD:  Seven.


MS. LAKATOS‑HAYWARD:  That the overall cost driver - so we were using this analysis to come up with an overall cost driver - increased from 7.9 percent to 8.7 percent.


However, the overall impact on the ratepayer benefit changed from 3.4 to 3.5 million, and the overall charge per price is unchanged at 87 cents.  So...


MR. SHEPHERD:  It's correct that the total revenue assumed should be 238 million?


MS. LAKATOS‑HAYWARD:  For water heaters?


MR. SHEPHERD:  Yes.


MS. LAKATOS‑HAYWARD:  I had 247, and certainly I don't have a problem with taking an undertaking to update the ‑‑ that spreadsheet in schedule 23, but that top sheet where we have the water heater type, and that was where the error occurred, that now should total 247.


MR. SHEPHERD:  I've actually got schedule 17, page 6.  It may be elsewhere, as well, because I know this is ‑‑


MS. LAKATOS‑HAYWARD:  Yes, 23 is the most up to date, but that shouldn't have changed.


MR. SHEPHERD:  Anyway, could you just ‑‑


MS. LAKATOS‑HAYWARD:  No problem.


MR. SHEPHERD:  ‑‑ undertake to provide ‑‑ hang on.  Don't say "no problem" until you know what I'm asking.


MS. LAKATOS‑HAYWARD:  Okay.


MR. SHEPHERD:  Could you undertake to provide us with the corrected sheets for wherever this has an impact?


MS. LAKATOS‑HAYWARD:  Yes, not a problem.


MR. SHEPHERD:  Thank you.


MR. MILLAR:  JT-5.


UNDERTAKING NO. JT5:  CORRECTED SHEETS

MR. SHEPHERD:  Now, of course I have to go back to question 50.


MS. LAKATOS‑HAYWARD:  Or we could just keep on at 68.


MR. SHEPHERD:  Oh, you didn't like the questions in between?


Now, in schedule 10, page 12, you had proposed fees for per‑bill and per‑standalone bill of 32 cents and 69 cents, and then subsequently you've changed those quite substantially.


Can you just identify the reason for the change in those fees?


MS. LAKATOS‑HAYWARD:  I'm sorry, can you give me the question number again?


MR. SHEPHERD:  Sorry.  It's question 50.


MS. LAKATOS‑HAYWARD:  So, yes, we were talking about the company's final proposal with schedule 23 whereby the shared fee bill is 87 cents and the standalone fee a $1.45.


In the earlier costing proposal, at schedule 10, we did not provide the details ‑‑ or did not have the details, I should say, of the cost estimate from ABSU, and therefore it was incomplete.  And I believed earlier we also talked about that in these consultative meetings, there was a correction that was made to the standalone component with the bill print and production to make sure that the full 74 cents of bill production was included in the overall standalone fee of $1.44.  


And I believe what we have taken an undertaking today to provide you that detail so that you can do the math, so hopefully that's sufficient.


MR. SHEPHERD:  The other change you made is to the top line there; is that right?  I'm just looking for it.


MS. LAKATOS‑HAYWARD:  So the other aspect there was, in future submissions, we split out CIS of 2 cents.  So all that we've done here is that we've included CIS in the 22 cents.


MR. SHEPHERD:  So then the ‑‑ that figure of 3.7 million is now equivalent to -- if you look at D1, tab 11, schedule 6, page 6, that's equivalent to the total of those first two lines, which is just a little ‑‑ is 3.8 million.  So the difference is you just got a little more accurate?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  Thanks.  So that's question 51.  And we've already talked earlier about the incremental costs associated with this service, and you don't have a number for that, as I understand it?


MS. LAKATOS‑HAYWARD:  If we're talking about 52, are you asking ‑‑


MR. SHEPHERD:  Fifty-one.


MR. SHEPHERD:  Remember we talked earlier about the revenue‑sharing credit for the ratepayers and how you broke that down, and this whole discussion between fully allocated and incremental, and you don't have that breakdown; right?


MS. LAKATOS‑HAYWARD:  Well, our perspective is, this is fully allocated.


MR. SHEPHERD:  Okay.


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  And so 52, providing coverage down to the postal code level.  This is all six digits?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  And what's the incremental cost of that; do you know?


MS. LAKATOS‑HAYWARD:  Approximately $150,000.


MR. SHEPHERD:  And that's just CIS costs?


MS. LAKATOS‑HAYWARD:  Yes.  That's making changes to the program to be able to identify how to do the targeted distribution.


MR. SHEPHERD:  All right.  You propose that your insert minimum for January is 30 cents as opposed to the -- is it 55 cents, subsequently?


MS. LAKATOS‑HAYWARD:  When we read the question, we were -- and recognizing that some of this was past midnight, so we were unsure whether we were misreading the question, but it's actually 3 cents per bill insert.


MR. SHEPHERD:  That's right.  There's a typo there, and it's 5 cents thereafter.


MS. LAKATOS‑HAYWARD:  Yes.


MR. SHEPHERD:  And so what's the reason for the difference?  It was after midnight when I did the questions, too.


MR. GREEN:  I think, Mr. Shepherd, to your earlier points of when you talked about market price, et cetera, I think there's an element here of seasonality, obviously making sure that we cover costs, et cetera, but the schedule at ‑‑ or the document talks about the schedule for the 12 months, so there's an element of seasonality.


MR. SHEPHERD:  So do you have some market research that leads to these numbers, because you have ‑‑ it looks like there's a pattern where, in the middle of the winter, it's 3 cents, and from April to October it's 5.5 cents.


MR. GREEN:  No, I think that's from discussions and learnings, A, with people at the consultative, through experience with the pilot.  We're talking about things going on in the market, going, Hmm, it's the month of December.  You know, how much advertising are some firms engaged in, depending on their product?  So...


MR. SHEPHERD:  So it's anecdotal?


MR. GREEN:  It is anecdotal.  It is experience from ‑‑ when I say "it's anecdotal", from conversations with parties.


MR. SHEPHERD:  I'm looking at D1, tab 11, schedule 11, page 6.  Can you confirm that this table 4 is not what was tabled at the meeting?


MR. GREEN:  D1 -- could you repeat the ‑‑


MR. SHEPHERD:  D1, tab 11, schedule 11, page 6.


MS. LAKATOS‑HAYWARD:  This was certainly an interesting question.  And if you recall, an e‑mail was sent from myself on November 15th, and it was sent out to all parties of the consultative, including HVAC, which clearly indicated the change we made to the document in track change mode, and I indicated that during the meeting I think this was asked and answered about the quantity, and it should not be there.


So this was, in terms of the document, the document that was sent out on the 15th of November.


MR. SHEPHERD:  Okay.  So in your various minutes that you've tabled, are there any other documents that you've filed with the Board that are different from what you tabled at the meeting?  You can undertake, if you would like, to just confirm that there are no others or identify what they are.


MS. LAKATOS-HAYWARD:  I can certainly undertake to do that.  I'm not sure of the relevance of it, but certainly if that is desirable, we can do that.


MR. SHEPHERD:  I just want to know whether there are any other documents that are not contemporaneous documents.  I'm not saying there's anything misleading about this.  Just, you need to know whether you're dealing with the contemporaneous document or a fixed document.


MS. LAKATOS-HAYWARD:  I can confirm that any document that has been included here, any subsequent changes have been made aware to all members of the consultative group.
MR. SHEPHERD:  But you will, nonetheless, undertake to check?


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Is that JT6?


MR. BATTISTA:  JT6, undertaking.

UNDERTAKING NO. JT6:  TO PRODUCE RESPONSE TO QUERY ON  CONTEMPORANEOUS DOCUMENTS/FIXED DOCUMENTS


MR. SHEPHERD:  Now, question 55 asks about one of the components of this, which is, you've said that third parties will set up their rental and financing contracts within the existing CIS.  They don't just tell you every month, bill this much to this customer.  They actually set up some database of some sort that you then generate the charge every month; is that right?


MS. LAKATOS-HAYWARD:  The proposal from a technical standards point of view is that the third party can pass to Enbridge Gas Distribution the account setup row.  If it's Bill Mrs. Smith on 123 Main Street, this is a rental charge per month, or This is the financing charge -- so they can pass to us in that format and in a CS fee or XML format.  

I think your question asked does it have to be compliant with current Direct Energy standards.  No.  We have tried to find a very low tech standard that, again, when we talk about barriers of entry, minimizes barriers of entry that all types of third parties can utilize in this interim period.


MR. SHEPHERD:  Then who does financing?  Bank of Nova Scotia.  The Bank of Nova Scotia has to provide you with – let's say somebody sells a furnace for $3,500.  The information they have to provide you is not furnace, $3,500, this interest rate, here's the monthly charge; right?  It's just the monthly charge and the customer information to charge it.  Is that right?


MS. LAKATOS-HAYWARD:  I think it depends on the nature of the product and how they want to set it up.  If they want to set it up as a rental charge, they would have to tell us the monthly rental rate, and then we would enter that into CIS.


MR. SHEPHERD:  And if it's a financing?


MS. LAKATOS-HAYWARD:  If it's a financing charge, they would have to give us the overall principal and, again, subject to check, the interest rate which they wish to apply.


MR. McGILL:  And the term.


MS. LAKATOS-HAYWARD:  And the term.


MR. SHEPHERD:  And the term.  They couldn't just say, charge this customer X dollars per month for a financing.


MS. LAKATOS-HAYWARD:  The alternative way is from a -- we've talked about two types of terms, a bill-ready and a rate-ready.  The company will also permit bill-ready transactions.  In this kind of situation, I don't think it's of benefit to either EGD or to the third party from an efficiency point of view, but if they want to set it up as these monthly transactions, we can certainly look at doing that.

 
It's just from that contract-tracking point of view, there's going to be less information on the overall product and service.


MR. SHEPHERD:  Who gets this information?  Who within or outside of EGD would have this information, other than the actual entity that sold the furnace in the first place, for example, or is financing it?


MR. McGILL:  EGD, our service provider, and the billing client, and to the extent the information is disclosed on the bill itself, the end customer.


MR. SHEPHERD:  Have you put some procedures in place to make sure that, for example, your affiliate ESI doesn't have access to this information?


MR. McGILL:  The agreement we have with the service provider requires them to hold all EGD data in confidence.


MS. LAKATOS-HAYWARD:  I believe that we answered this in Union Energy interrogatory 1 - that's I22-1 - where we talked about privacy and how we were going separate out or ensure the integrity of that data...


MR. SHEPHERD:  Now, you talk about the fact that in this transitional arrangement, in your existing CIS, these all have to fit within what you've called an existing receivable type; is that right?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  That's the receivable type that you're currently using for Direct Energy; is that right?


MS. LAKATOS-HAYWARD:  That's not correct.


MR. SHEPHERD:  Then, what's the difference?  Why are you using a different receivable type for Direct Energy and for everybody else?


MS. LAKATOS-HAYWARD:  As I indicated, or my colleague here Mr. McGill indicated, Direct Energy has, over time, made significant investment into the CIS and establishment of various receivable types.  As this is an EGD receivable, EGD needs to set up a receivable type.  Because of the limitations in the CIS, there is only one receivable type that we can utilize.


MR. SHEPHERD:  Now, you said in your evidence that you're reusing this.  What did you used to use it for?


MS. LAKATOS-HAYWARD:  I believe that it has things like employee, financing contracts, a little bit of NGV.  


MR. McGILL:  It's basically a miscellaneous receivable type.


MS. LAKATOS-HAYWARD:  Yes.  Yes.


MR. SHEPHERD:  Okay.  I'm going on to 56.  I'm trying to understand -- the question is long so I'm not going to read it all.  The service that you're proposing to provide has a customer care component; right?


MS. LAKATOS-HAYWARD:  That's correct.  With respect to call centre.


MR. SHEPHERD:  Yes.  And it's primarily call centre-related?  Is that correct?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  Basically your call centre people are going to answer inquiries at the first level about the amounts that are being billed for third parties, to a certain extent; is that right?


MS. LAKATOS-HAYWARD:  Just to confirm amounts on the bill.


MR. SHEPHERD:  For example, you said one of the things you're going be able to answer is what was being billed; right?  That means you're going to need to know what the equipment was that the charge relates to; is that right?


MS. LAKATOS-HAYWARD:  Not necessarily.


MR. McGILL:  The person answering the phone will have basically the same information that's presented on the bill.  Their ability will be largely limited to confirm, yes, this is what is on the bill; this is the party, to the extent it's described on the bill; here's what it pertains to.


 Our operating principle is that if the customer's inquiry is product-specific, then that inquiry is transferred or handed over to that product provider.


MR. SHEPHERD:  Okay.  Let me understand, because this is again about how much information you have from third parties.


 A customer calls up and says, what's this $23 I'm being charged for?  Does the call centre person say, that's the water heater you rented starting last year?  Or does the call centre person say, that's some rental charge; I don't know what it is.


MR. McGILL:  It's probably going to be somewhere in between there.  The rep on the phone will be able to look at an image on the bill that the customer is referring to and confirm or describe the charges on the bill, so if it indicated that it was a Union Energy hot water heater for  $23, the representative would confirm that to the customer.


 Now, if the customer said, well, I have a discount coupon from Union Energy that says I only pay $13 a month for the next six months, then the representative would refer the customer back to Union Energy.


MR. SHEPHERD:  So you're saying that the call centre person has nothing more than the bill?


MR. McGILL:  They won't have any more information than what we've been provided with from the billing party.


MR. SHEPHERD:  Well, no, that's a different thing.


MR. McGILL:  Okay.


MR. SHEPHERD:  It is what you're being provided with from the billing party is what I'm trying to get at.


What I just heard you say is what comes up on the call centre person's screen is a copy of the bill.


MR. McGILL:  Yes.


MR. SHEPHERD:  Now, that will actually have the database behind it; right?


MR. McGILL:  Yes, but they will be using the copy of the bill to respond to those things.


MR. SHEPHERD:  So for example, if the material behind it says $3,500 furnace financed at such and such a date for such and such an interest rate, your call centre rep will have that?


MR. McGILL:  If that is the way the contract was set up for billing.  We talked about that a few minutes ago.  We said that the billing party would have the ability to either set that monthly payment up as a recurring fixed monthly payment, in which case we wouldn't have that information; or, if they set it up as a merchandise finance contract where we know the term of the contract, the principal amount and the interest rate, then our representative would have that information and be able to confirm that information to the customer.


MR. SHEPHERD:  So it's the billing party's choice?


MR. McGILL:  Yes.


MR. SHEPHERD:  No difference in the charge to them?


MR. McGILL:  No.


MR. SHEPHERD:  Okay.  Now, this first level of call centre services, this is something that CWLP is currently providing to Direct Energy?


MR. McGILL:  It's currently providing it to us.


MR. SHEPHERD:  And to Direct Energy?


MR. McGILL:  Well, they provide both halves of it today, the first half to us.  If a customer phones in on one of our phone numbers and starts asking questions about a Direct Energy line item, then the CSRs are either trained to take that call, and then that call is charged to Direct, or the call is transferred over to Direct or someone in the call centre taking calls for Direct Energy.


MR. SHEPHERD:  Presumably Direct Energy is paying for this service right now?


MR. McGILL:  Presumably, yes.


MR. SHEPHERD:  How much?


MR. McGILL:  I don't know.


MR. SHEPHERD:  Can you undertake to find that out?


MR. McGILL:  I can undertake to ask, but I can't undertake to give you an answer.  I'll ask Dave on my way out.


MR. BATTISTA:  That will be undertaking JT-7.

UNDERTAKING NO. JT7:  PROVIDE ANSWER TO QUESTION OF WHETHER DIRECT ENERGY IS PAYING PART OF CALL CENTRE SERVICE.

MR. SHEPHERD:  Now, CWLP is also ‑‑


MR. MATTHEWS:  Jay, sorry, just to be clear, the undertaking is to ask, not to provide?


MR. SHEPHERD:  Well, no, the undertaking is to provide the information.  Then if the company declines to provide it for whatever reason, then I can take that as a refusal.


MS. LAKATOS‑HAYWARD:  That's not quite how I understood it, as well.  What -- Mr. McGill indicated that we could ask.  You know, it is obviously not our charge, and it's a relationship between CWLP and Direct Energy.  


So, you know, we'll try and ask that question, but we can't make that commitment.


MR. SHEPHERD:  No, I understand.


MS. LAKATOS‑HAYWARD:  It goes back to some of the other discussion we had about getting documents between CWLP and Direct Energy.


MR. MATTHEWS:  And I think that's the position that ABSU would take and that we would take, that it's our information it's not EGD's to provide.


MR. SHEPHERD:  I understand that.  And I also understand the Board's rule is that if an affiliate has information that's material to a rate case, you have to get the affiliate to provide it.


So you can always say no, but I'm going to treat that as a refusal and we'll deal with it then. 


I understand that CWLP is providing other customer care services to Direct Energy?


MR. McGILL:  Yes.  That's our ‑‑


MR. SHEPHERD:  And you're not directly involved in those.  That's a separate contract or separate arrangement?


MR. McGILL:  Yes, that's correct.


MR. SHEPHERD:  Now, you've said at D1, tab 11, schedule 11, page 10 that the service you're providing needs scripts for callbacks.  I didn't understand why your call centre would be doing callbacks.  What's that all about?


MS. LAKATOS‑HAYWARD:  So these callbacks are in the event that the CSR takes a call from a customer, needs to investigate this off‑line and call that customer back.


MR. SHEPHERD:  Okay.  So I don't understand that.  If all the CSR can do is look at the bill and say, This is what it is, otherwise you have to talk to, you know, Carrier or Direct Energy, then why would they ever have to call back?


[Telephone ringing]


MR. SHEPHERD:  Yes, I was going to say.


MS. LAKATOS‑HAYWARD:  Yes, they're calling you back.


MR. SHEPHERD:  I'll get it.


MR. McGILL:  No, I think it's simply to provide for the contingency that in event that the person who's answering the call can't provide the information, that they'll have instructions as to how to proceed.


MR. SHEPHERD:  And what I'm asking is:  What possible categories of information would there be that they couldn't provide, based on what you told us they're going to do? 


MR. McGILL:  If the customer's inquiry has something to do with something that the CSR believes is a problem with the billing, then the CSR would probably have to follow up with the billing admin group to determine what the situation is and get back to the customer.


MR. SHEPHERD:  You have these scripts now; right?


MR. McGILL:  Like, for example, let's say a customer is expecting a rental charge to be on a bill and it's not there.  The CSR would have to investigate why it's not there and respond to the customer.


So if the customer -- you know, the CSR has got the choice of having the customer wait on the phone for an inordinately long period of time or having a process to end that call, do the follow up, and then respond back to the customer.


MS. LAKATOS‑HAYWARD:  I think that's an excellent example of a callback, because if we referred that call to the third party, they wouldn't know the status of whether that product has been billed either.  And so they would end up bouncing the call back to us, because they've passed the charge to us and would have expected that the charge has been billed.


So we need to, from an EGD point of view, investigate, see why did it not flow through on the bill, and advise the customer accordingly.


MR. SHEPHERD:  Okay.  Those scripts are written; right?  If you can just file them, and then we can see what you're talking about.


MS. LAKATOS‑HAYWARD:  No, these scripts aren't ‑‑ have not yet been written, so, no, we can't file them.


MR. SHEPHERD:  Not written yet?  Okay.


What's backbilling of charges for red‑locked accounts?


MR. McGILL:  What it is is if a customer's account is terminated for non‑payment, which is what the term "red-locked" refers to, we will not bill the third party charges for this customer during the period that the account is red-locked or terminated for non‑payment.  But once the account is reactivated, we will allow the third party to backbill those charges.


So, for example, let's say someone hadn't paid their gas bill for a long, long time.  We ended up having to turn their gas off.  It stayed off for three months.  Then the customer -- typical situation, this happens in the spring.  A customer decides they don't need their furnace on for the summer.  It gets cold.  


Well, this winter it might never happen, but typically it gets cold late in the fall.  The customer phones back up and says, What do I need to do to get my gas back on?  And we say, Well, you have got to pay the arrears and the reconnect, et cetera.


They pay that amount, and then when we reinstate that account, we would backbill for the three months of the rental charge, for example, if it was a rental on the bill.


MR. SHEPHERD:  And that backbill still has the same receivables guarantee?


MR. McGILL:  Yes.


MR. SHEPHERD:  Have you looked at whether there's a higher risk, collection risk?


MR. McGILL:  We've considered it, but we haven't attempted to quantify it.


MR. SHEPHERD:  And then my question 59 is:  You're going to have some amounts billed on the Enbridge bill for which you no longer take an assignment of receivables; right?


MS. LAKATOS‑HAYWARD:  That's correct.  If, as Mr. McGill had indicated, where an account is finalized, we'll no longer take assignment of those receivables.


I think just to be clear there, we're not taking assignment of any contracts, so if an account is red-locked, you know, we're no longer going to be accountable for the future receivables.

MR. SHEPHERD:  Sorry.  Help me to understand.  What's a finalized account at 120-day delinquency?


MR. McGILL:  That basically means the customer hasn't paid for 120 days and the account is finalized.  So, in a red-lock situation, depending on the customer's payment history, but a customer that has a good record, it would typically take 120 days before we got to the termination of service step in the collection process. 


MR. SHEPHERD:  "Finalize" means red-locked?


MR. McGILL:  An account could be finalized if a customer moves, let's say.  They phone in to say, I'm leaving this address, moving to Montreal, for example.  We send out a final bill, and sometimes those customers don't pay those bills.


That account would sit, go 120 days, then it would be considered delinquent, and then there would be escalation procedures in the collections area.


MR. SHEPHERD:  Question 60.  You've said that persons have to have an established credit rating.  I'm used to the technical term, which would mean a company with investment-grade securities, one, it could be, or it could just be somebody with a D&B rating.  What is it you're talking about here?  What's the actual test?


MS. LAKATOS-HAYWARD:  We would look to perform a credit review of the third party using public sources, depending on the type of organization it was, either an Equifax or a D&B.  That's really to review the overall financial health and stability of the organization.  I think it's important to recall that we're billing and collecting on behalf of this third party, and we need to ensure that that third party has a good payment and credit history with its creditors and suppliers, and that it's not in any significant financial default or bankruptcy proceedings.


MR. SHEPHERD:  Do you have a score that they have to meet?  Let's take Equifax, for example.  What's your minimum score that they would be qualified?


MS. LAKATOS-HAYWARD:  We haven't finalized that yet.


MR. SHEPHERD:  Now, you have a list of criteria for third-party billing here in D1, tab 11, schedule 11, page 12, and you have a similar list for Energy Link, your proposed rules for participation in Energy Link.  They're very similar.  They're not identical; they're similar?


MS. LAKATOS-HAYWARD:  I wouldn't say that they're similar at all.  The Energy Link criteria, if I recall, has things like TSSA, WSIB insurance, $5 million general liability insurance, and that's not consistent with open bill.


As you've said, there are two different sets of criteria.  They are distinct.  The Energy Link criteria are found in Exhibit I, schedule 26, 4, and Open Bill Access, D1, 11, 13.


MR. SHEPHERD:  For example, in your first bullet here, establish a commercial credit rating, that's the same for Energy Link; right?


MS. LAKATOS-HAYWARD:  It's similar, yes.


MR. SHEPHERD:  And your second, demonstrate trusted business policies and practice; that's the same?


MS. LAKATOS-HAYWARD:  No.


MR. SHEPHERD:  You don't have a similar requirement for Energy Link?


MS. LAKATOS-HAYWARD:  There's a customer dispute resolution process.


MR. SHEPHERD:  Oh, no, that's somewhere else.


MS. LAKATOS-HAYWARD:  Sorry --


MR. SHEPHERD:  You don't have a trusted business policies and practices requirement for Energy Link?


MS. LAKATOS-HAYWARD:  I don't believe so.


MR. SHEPHERD:  How about customer service hours?  Do you have a requirement like that?


MS. LAKATOS-HAYWARD:  For Energy Link?


MR. SHEPHERD:  Yes.


MS. LAKATOS-HAYWARD:  No.


MR. SHEPHERD:  How about customer issue escalation process?


MS. LAKATOS-HAYWARD:  A customer dispute resolution process, yes.


MR. SHEPHERD:  Okay.  You were asked in this to 

simply do a comparison.  Have you done the comparison?


MS. LAKATOS-HAYWARD:  Well, the criteria are clearly outlined.


MR. SHEPHERD:  So we should do it ourselves.  Okay.  No, that's fine.


I'm looking at page 13 of that same exhibit, D1, tab 11, schedule 11.  This implies that under the new CIS customers are going to be able to direct partial payments to one part of the bill or another.  You can't do that now; right?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  I'm now looking at schedule 14, page 3.  You have 63 percent of your customers saying that having inserts for suppliers just adds to the confusion.  What are you going to do to avoid that?


MS. LAKATOS-HAYWARD:  Just give us one second.


MR. GREEN:  Talking about "just adds to the confusion."  Well, the company's talked about what we had alluded to earlier at Exhibit D1, tab 11, schedule 24 and 25, and 26, which are illustrations of the third-party bill inserts that were a part of the pilot for Carrier Canada, Lennox Service Experts and Aire One, the fact that each of those bill inserts have a required message that indicates that the organization is not owned or affiliated with Enbridge Inc. or Enbridge Gas Distribution.


The companies were also in the process, if you will, of developing a customer communication plan to explain to customers the changes to the bill, bill redesign.  It's forthcoming.


Third-party inserts, addition to the third parties on the bill, and which would be launched and conducted in conjunction with Open Bill Access, and plan to obviously continue customers' views and responses to open bill programs through the customer market research surveys to conduct ongoing basis by a reputable third party.


This question has been asked -- just for the audience's perspective, Union Energy has asked it at 13, and VECC has also asked it at 10.  The issue was making sure that we differentiate Enbridge; if you will, show some differentiation from the Enbridge bill inserts as well as acknowledgement or clear definition by those that are going to be participating with bill inserts that they are not affiliated with Enbridge or Enbridge Gas Distribution.


MR. SHEPHERD:  This particular exhibit is the result of a survey; right?


MS. LAKATOS-HAYWARD:  That's correct.  That was done by Ipsos Reid on the 2nd of October, 2006.


MR. SHEPHERD:  So --


MS. LAKATOS-HAYWARD:  I think if you look at all of the statements about bill inserts, the results, clearly, are mixed in terms of do customers believe that there are enough bill inserts, and what do they see the value in the bill inserts.


MR. SHEPHERD:  I wasn't asking about that.  I was just asking about confusion.


This was in September/October 2006.  This is after your first pilot?


MS. LAKATOS-HAYWARD:  This would have been shortly thereafter.


MR. SHEPHERD:  In your first pilot, you already had the things that Mr. Green was just talking about; right?  The notice saying, Hey, we're not Enbridge?


MS. LAKATOS-HAYWARD:  To the extent, with one month in the field and customers looking at it, where you're trying to go with that; is that fully definitive?  I think we'd argue, no, it's not.


MR. SHEPHERD:  Do you have a communications plan to deal with this confusion issue?


MS. LAKATOS-HAYWARD:  The company is in the process of developing a customer communication plan with respect to Open Bill Access.  We also have been in a process of 

redesigning all of Enbridge Gas Distribution's own bill inserts to make it clearer that these are bill inserts from Enbridge Gas Distribution.  The Enbridge logo is clearly identified on the front panel of every Enbridge Gas Distribution logo, and there is a consistent colour scheme family, and also, with respect to things like safety notices, clear language of important safety notices on the front panel again.


MR. SHEPHERD:  To distinguish the marketing from the  information pieces?


MS. LAKATOS‑HAYWARD:  That's correct.


MR. SHEPHERD:  I understand.  You haven't done any focus groups yet, right, on these things?


MS. LAKATOS‑HAYWARD:  Not that I am aware of, no.


MR. GREEN:  Just to be specific, Mr. Shepherd, focus groups on?


MR. SHEPHERD:  On how they perceive the bill inserts.  You've been doing these pilot projects.


MR. GREEN:  Okay, no.


MR. SHEPHERD:  You haven't done any focus groups.


You also have your survey results saying that two‑thirds of your customers say this means that Enbridge is recommending these people.  How are you going to deal with that?  


I presume you don't want them to reach that conclusion.  How are you going to deal with that?


MS. LAKATOS‑HAYWARD:  Again, in the bill insert agreements, we will require the third party to distinguish or to clearly indicate to customers that they are not affiliated with Enbridge Gas Distribution.


MR. SHEPHERD:  Yes, that's not ‑‑ I asked not about what the agreement is with the third parties.  I asked about how you deal with this perception of your customers that this is an Enbridge recommendation.


MS. LAKATOS‑HAYWARD:  Well, I think it's -- the place to do that is on the third‑party bill insert and for it to be made clear to customers that this is not an Enbridge bill insert and this is a third‑party insert.


MR. SHEPHERD:  All right.  So you're not planning to have any additional communications to customers letting them know, When you see an insert in our bill that isn't Enbridge Gas Distribution, we have nothing to say about it?


MS. LAKATOS‑HAYWARD:  Well, as I indicated earlier, the company is in the process of developing a customer communication strategy where we'll highlight to customers the changes that they can see with respect to their bill, as there is a new look and feel of the bill; what to expect with additional third parties on the bill; and also with the bill insert.  


So it will be made clear to customers about, you know, what these third‑party inserts are, why we're doing it, and I would assume that would be the place where we would make it clear that Enbridge is not recommending these organizations.


MR. SHEPHERD:  Do you have a projected date for this communications plan?


MS. LAKATOS‑HAYWARD:  Well, the plan will need to be implemented for relaunch into the service in the new bill.  So I would anticipate in the spring, time frame.


MR. SHEPHERD:  You're not likely to have it before the hearing?


MS. LAKATOS‑HAYWARD:  Sorry, the plan?


MR. SHEPHERD:  Yes.


MS. LAKATOS‑HAYWARD:  I think it would be highly unlikely.


MR. SHEPHERD:  Okay.  Question 65 you've answered, I think.


Question 66, I think this is in schedule 16, page 1.  You've said over 60 percent of Enbridge Gas Distribution's customers read or browse through the Enbridge bill inserts and the information those inserts provide, and between 26 and 30 percent act on those bill inserts.


Now, presumably this is the result of market research?


MR. GREEN:  Yes, that's correct.


MR. SHEPHERD:  Okay.  So can you table that market research?


MR. GREEN:  Yes.  I have looked at the question yesterday and brought a -- no, not that one.  It's the one page that talks about the bill insert.  It's talking about reading, browsing and -- that's the one.


[Mr. Bourke holds document up]


MR. SHEPHERD:  Okay.  Did I forget to ask for something that you were willing to give me, because I'd hate to have that happen?


MR. GREEN:  No, you haven't forgot to ask. 


MR. BATTISTA:  Did you want an undertaking?


MR. SHEPHERD:  I don't need it.  I've got it.


MR. BATTISTA:  If you intend to refer to that during the proceeding, it might be advisable to give it an exhibit number today.


MR. SHEPHERD:  Okay.


MR. BATTISTA:  And let's give that AT-1, and we'll call it a residential market survey on bill inserts, 2005.


EXHIBIT NO. KT1:  RESIDENTIAL MARKET SURVEY ON BILL INSERTS, 2005.

MR. SHEPHERD:  This is the first time I've seen this, of course.  It's just confusing me a little bit.  Why isn't the second category, browser, look through them, blah, blah, blah, why doesn't that include the first one?  Are they separate categories?  Are you sure?


MR. GREEN:  I would say they're separate categories, by definition of someone, Mr. Shepherd, with respect, reads most or all of them.  That second category following down the left‑hand column, define "browse", but the customers are browsing, looking through, glancing through bill inserts.


And then there's that third bucket that say, I don't pay attention to them, but I actually sometimes do glance through them; and the last group, I suppose when they open up the envelope, take the inserts and put them over here --


MR. SHEPHERD:  I see.  The questions are at the bottom.


MR. GREEN:  -- and the bill over here.


MR. SHEPHERD:  The questions clarify.


MR. GREEN:  Okay.


MR. SHEPHERD:  I didn't see the questions until I looked at the bottom.


MR. GREEN:  Sorry.


MR. SHEPHERD:  So then that clarifies it.  Sorry.


MR. GREEN:  And then just on the point of "acted", acted on a bill ‑‑ okay, that's just over to the right.


MR. SHEPHERD:  Yes, I see that.  And then this 28 percent is people who have ever acted on a bill insert.  It's not people who regularly act on them.  It's in their lifetime they've ‑‑


MR. GREEN:  Had a snapshot picture.  When the survey was done, they acted on the bill insert.


MR. McGILL:  They recalled acting on the bill insert.


MR. SHEPHERD:  Yes, that's right.  They recalled acting on the bill insert.


Question 67 we've dealt with.  Question 68, this is schedule 17, page 8.  Now, I think we've actually dealt with that in our earlier discussion; is that right?


MS. LAKATOS‑HAYWARD:  I think so.


MR. SHEPHERD:  And 69, you have described what a Tenant Nine account is.


MR. McGILL:  I can go into a painful level of detail on that, if you wish, but...


MR. SHEPHERD:  Yes, I'll pass.  Thanks.


Did I understand that it's only -- these standalone bills, you're not using the Tenant Nine account as a method of billing people who are not tenants, are you?


MR. McGILL:  Only in the case when we want to segregate the third party charges onto a separate bill.


MR. SHEPHERD:  Yeah, okay.


Then in 18, number ‑‑ schedule 18, page 5, you've assumed there will be some incremental costs ‑‑ incremental calls associated with this service; is that right?


MS. LAKATOS‑HAYWARD:  That's correct, and that was included in the scope that we asked ABSU to provide a quote on.


MR. SHEPHERD:  So how many incremental calls, what types, how much is it going cost you?


MS. LAKATOS‑HAYWARD:  ABSU has not come back to us with that level of detail, so we're unable to provide costing at that functional level.


We have described sort of the overall scope, what we're looking for, and asked them to provide a quote or an overall cost on a per‑bill basis.


MR. SHEPHERD:  And so they've given you a quote, but they haven't given you the data behind the quote?


MS. LAKATOS‑HAYWARD:  Not at this point.


MR. SHEPHERD:  You're going to get it?


MS. LAKATOS‑HAYWARD:  We've asked for it.


MR. SHEPHERD:  So then will you undertake to provide it when you get it?


MS. LAKATOS‑HAYWARD:  When we get it, certainly.


MR. BATTISTA:  That would be undertaking JT-8.


UNDERTAKING NO. JT8:  PROVIDE DETAIL OF ABSU QUOTE WHEN RECEIVED.  

MR. SHEPHERD:  Question 71.  You're using percentage of receivables as the allocator for collections costs -- the cost driver, rather, for collection costs.


 The first question is:  Why is percentage of receivables the right number?


MS. LAKATOS-HAYWARD:  I think, looking at it, the company felt that using percentage of receivables as a cost driver was the most reasonable and appropriate assumption to use looking at the cost of causality relating to collections.


 The assumption here is that when you have a higher receivable level that will require resources and effort in the collections activity, that the link here really is percentage of receivables.  We did look at things like physical drivers such as number of bills or lines, but in this particular instance, that did not seem relevant as a way to link or to look back at collections.


MR. SHEPHERD:  Did you look at whether, if a bill has substantially increased, that it undermines your collections experience; makes it worse?


MS. LAKATOS-HAYWARD:  I think Mr. McGill had talked about this earlier, that the overall bad-debt level of the company is about .49 percent, and that includes the Direct Energy receivables today.  Our proposal on the receivables guarantee of 99.5 percent is certainly in line with that, and we don't believe that, in that regard, that's out of line.


MR. McGILL:  It's consistent with our experience.


MR. SHEPHERD:  Your collections experience varies by customer rate class?


MR. McGILL:  To some extent, yes.  But we have limited ability to quantify that.


MR. SHEPHERD:  How is that?


MR. McGILL:  Simply because of the reporting structures that we have in the current customer system.


MR. SHEPHERD:  In fact, don't you allocate bad debt on the basis of the bad debt experience of each class, currently?


MR. McGILL:  I'm not aware of that.  I think we'd have to go back and confirm with our regulatory cost allocation people as to how they're doing that.


MR. SHEPHERD:  I wonder if you could undertake to provide that information.  That is, it's a two-fold question.


MR. McGILL:  Yes.


MR. SHEPHERD:  The bad-debt experience by rate class.  That's a percentage, presumably.  And confirm that bad debt expense is allocated by rate class based on the experience of each class.


MS. LAKATOS-HAYWARD:  I think certainly we can look into that.  The answer to the second question, obviously that's something that from a cost allocation point 

of view and the rate classes we do, so we could certainly provide that, but as Mr. McGill indicated, the information we have, current information on collection experience at the different rate classes level is probably pretty limited.  We'll see what we can find.


MR. SHEPHERD:  Thank you.


MR. BATTISTA:  That will be undertaking JT9.

UNDERTAKING NO. JT9:  TO CONFIRM BAD DEBT EXPERIENCE BY RATE CLASS/CONFIRM BAD DEBT EXPENSE ALLOCATION BY RATE CLASS IS BASED ON EACH CLASS EXPERIENCE


MR. SHEPHERD:  Your second paragraph in schedule 21, page 2, the question was raised as to whether the credit on collection services was an incremental cost or a ratepayer benefit.  You said you would take that under advisement.  What did you come up with?


MS. LAKATOS-HAYWARD:  I think effectively it's a pass-through, based on the forecast.  The bad debt experience.


MR. SHEPHERD:  Currently CWLP doesn't provide one-time or quarterly billing to Direct Energy; is that correct?  This is question 73.


MS. LAKATOS-HAYWARD:  Direct Energy does not bill quarterly.  It's our understanding that Direct Energy can bill miscellaneous charges as one-time charges; however the bulk of its charges - i.e., rentals - are billed monthly.
MR. SHEPHERD:  You're not proposing that the new service include one-time charges?


 Sorry, you're not proposing that the new service include one-time charges?


[Witness panel confers]


MS. LAKATOS-HAYWARD:  I believe Union Energy has asked the same question, and the question about the one-time versus the quarterly billing was something that was brought up in a consultative, the company was asked whether we would look at it.  There are two issues that we see.  One is a technical issue that relates to how do we handle these one-time charges.  And there are some process and system issues that we need to overcome.


The second issue is that the company would need to look at -- and maybe the best way to illustrate this is to use an example.  If the third-party bills a $10 charge on a monthly basis, and now opted to bill every three months, so it's now a $30 charge, I think it would be reasonable to assume that what the company should charge for that service should be different than what it would charge on a monthly service, and that we would be concerned of what the impact would be on our bad debt by materially increasing that receivable on the bill.


 We would need to look at what the appropriate pricing is for billing and collection service other than on a monthly basis.


MR. SHEPHERD:  Does this mean that Direct Energy is no longer going to be able to bill one-time charges once this new service kicks in?


MS. LAKATOS-HAYWARD:  I think that's something that -- well... it's one of the considerations.  I think that what I've tried to illustrate here is that we certainly don't want a third-party biller to find a different pattern of billing to try and reduce its own billing costs and to push the costs off on to EGD.


 If there are one-time charges in relation to, I'm putting in a rental water heater and the customer needs to bill for a new vent system, then that's something that we could contemplate.  But if it's something like, instead of paying the company 87 cents a bill, every month, I'm just going bill once a year and still pay 87 cents, that's not what we're looking at.


MR. SHEPHERD:  This is not another one of the situations where Direct Energy has a separate set of rules from everybody else.  In this one, whatever you come down on, it will be the same rules for everybody.


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  Now, you've said at schedule 21, page 3, right at the top, that some rule says that you have to recover your costs in the period that they occur.  Can you tell us what that rule is?


MS. LAKATOS-HAYWARD:  I think that's a standard accounting rule.  We're going to get a bill from ABSU with regards to the start-up costs.  They're going to just send us a bill for that that we have to pay in 2007.


MR. SHEPHERD:  Yes.


MS. LAKATOS-HAYWARD:  Right?  We would want to recover the full cost of that in 2007, especially with regards to clearance of the deferral account.


MR. SHEPHERD:  There's no external rule that says you have to do that; it's just you want to, right?


MS. LAKATOS-HAYWARD:  We would have to from an accounting perspective expense that investment. 


MR. McGILL:  Well, we're not making a capital tap  investment, so since we can't capitalize this cost of adding the capability and amortizing it over an extended period of time like you would do with normal capital, we have to expense it in the period incurred.


MR. SHEPHERD:  Okay, but expensing it in the period and recovering it in the period are different; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  I'm going to skip 75, because that will come with the rest of my branding questions at the end, 

and --


MS. LAKATOS‑HAYWARD:  And 76, as well?


MR. SHEPHERD:  And 76, as well.


MS. LAKATOS‑HAYWARD:  Seventy-seven?


MR. SHEPHERD:  Seventy-seven.  And I do want to ask, however, about 78.  You've made some inquiries about vintage‑based targeting of inserts.  Can you tell us about that.


MS. LAKATOS‑HAYWARD:  This was an item, action item, that was brought up at one of our consultatives.  It was something that the group felt probably wouldn't fly due to PEPIDA and was a low‑priority item.  It's something that we have on our action log, but just haven't had the time to look into.


MR. SHEPHERD:  Okay.  So you haven't done anything about that yet?


MS. LAKATOS‑HAYWARD:  Not yet, no.


MR. SHEPHERD:  Just before I get to the branding questions, I'm looking at D1, tab 11, and schedule 22, and you got -- in calculating the shared bill benefit, for each of these years, you've got a disallowance in there.  What's that disallowance all about?


MS. LAKATOS‑HAYWARD:  Well, I think what we were grappling with is, as you're well aware, that the company did have disallowances with respect to its customer care, and so, in that regard, we were looking at how do you best ‑‑ I mean, the overall savings that the CWLP provided in its CSA were obviously contingent on the overall CSA and the pricing.  


So if you disallow part of the costs, then part of those savings are also disallowed.


Now, certainly I think that's open to interpretation  by both parties, so in this regard we've shown the analysis, both gross and net, of the disallowance.


MR. SHEPHERD:  So you're saying, for fiscal 2003, when the Board disallowed 7 million of your CWLP charges, you actually adjusted rates by less than 7 million, because you treated 367,821 as being a reduction in your benefit; is that right?  So you didn't actually reduce your revenue requirement by 7 million, but only by 6,612,000?


MS. LAKATOS‑HAYWARD:  No, but, in effect, if you were to disallow ‑‑ or to adjust that revenue requirement for the disallowance, that's what it should have been.  I mean, the shareholder ate those disallowances, obviously.


MR. SHEPHERD:  Well, but this looks like the ratepayers ate part of it, because you've said their benefit was reduced.


MS. LAKATOS‑HAYWARD:  That's what we're saying should have been the ratepayer benefit, because, again, just to the ‑‑ my original premise was the overall pricing for the services provided to Enbridge Gas Distribution from CWLP was based on a set overall ‑‑ or the pricing for the CSA.  


Part of those prices were disallowed.


MR. SHEPHERD:  So you're saying that these amounts that are listed as disallowance or ADR adjustment, these amounts are what would have been the case had you accounted for it this way, but you didn't account for it this way?


MS. LAKATOS‑HAYWARD:  No, and, again, we've tried to show it both ways, that the cost savings are what actually flowed through to the revenue requirement.  What we have just tried to highlight is that there were disallowances to the overall customer care, and we believe that that should be taken into account.


MR. SHEPHERD:  So you're saying the actual ratepayer benefit in 2006 was $5,954,063?


MS. LAKATOS‑HAYWARD:  Correct.


MR. McGILL:  Of the contract we had with CWLP with respect to bill sharing.  We benefitted by paying 37 cents a bill for the shared bills, for the bill production costs, in 2006.


So you just apply a 37‑cent cost reduction against volume of those shared bills and it works out to the 5.95 million.


MR. SHEPHERD:  So, when the ‑‑ and here's what I want to nail down, because this was a bit shocking when I saw it.


In 2006 the Board said, We're going to disallow $14 million of your CWLP charges.


MR. McGILL:  14.5.


MR. SHEPHERD:  Was it 14.5?  Amazing that I forgot about that.


And so when you recalculated your rates, you reduced your revenue requirement by 14.5 million, or you reduced it by 14.5, and then added back $826,407 because you got ‑‑


MR. McGILL:  It was reduced by 14.5.


MR. SHEPHERD:  Okay, good.  Thank you.  Now, I have a bunch of questions, maybe 15, 20 minutes, on branding issues.  This may be a good time to take a break if people are tired.


MR. MILLAR:  People are tired, so let's take a break.  Can we keep it to ten minutes?  We have an awful lot left to get through today.


MR. SHEPHERD:  I'll ask them as fast as I can.


MR. MILLAR:  No, I'm not laying blame.  I'm just saying we're running out of time.  Thank you.


‑‑‑ Recess taken at 3:07 p.m. 

--- On resuming at 3:25 p.m.


MR. MILLAR:  If everyone is ready, I think we'll get started again.  Jay, I'll let you finish up your questions.

MR. SHEPHERD:  I advised you the other day about an additional question I'm going to ask you in this regard.  I think I sent you an e-mail on Monday.  Can you confirm that you got that?  We'll call this question 80.  

I'll read it to you.

“Please provide copies of all documents in the possession of the company or any of its affiliates, including but not limited to Enbridge Solutions Inc. and Enbridge Inc., relating to the use of either open bill access or Energy Link to promote the Enbridge brand or dealing with the impacts of open bill access or Energy Link on the Enbridge brand, or in any other way dealing in whole or in part with one or more connections between the Enbridge brand and open bill access and/or Energy Link.”


Do you have those documents?


MR. CASS:  Jay, first could you help me understand where we are in the new evidence with this, please.


MR. SHEPHERD:  Okay.  Sorry, you've filed your proposal.  I'm entitled to ask any question relevant to the proposal.  The proposal, in our view, is intended to promote the Enbridge brand so that an affiliate can make money.


 Therefore I'm asking about the branding questions related to that.  You can, of course, treat all these as a refusal, which is what I fully expect you to do.


MR. CASS:  No, I'm sorry, I had understood that the purpose of today was for questions on the new evidence, and I was hoping that you could just help me understand where you are in the new evidence.  That was all.


MR. SHEPHERD:  Yes.  No.  I can give you several references to places where Enbridge Solutions Inc. is referred to, if you like.  This is a question arising out of the structure of the proposal.


MR. CASS:  Well, let's see where it goes, then, and I'll interrupt again if I'm having a problem.


MR. SHEPHERD:  Fine.  Witnesses, do you have that material that was requested?


MS. LAKATOS-HAYWARD:  We do have one document that the company is prepared to share today.  Perhaps Mr. Bourke can hand this out for your reading pleasure.

This is in regards to Energy Link, and this is a contractor guide that was sent out to Energy Link participants.  The reason why we felt that it would be appropriate or was responsive to your question is that in that there are guidelines that are given to all third parties in regards to how they use the trademark use of Energy Link and in reference to Enbridge.


 I appreciate that in a normal IR environment you would have time to review this at your leisure, but perhaps just to walk you through that.  This is not numbered, but you referred to a page starting "Trademark usage."  There are guidelines for Energy Link program participants.  And in subsequent pages, it outlines how the third parties are allowed to use the Energy Link brand in regards to Enbridge Gas Distribution and refer to themselves as an Enbridge Gas Distribution-approved contractor.


MR. SHEPHERD:  I'm not concerned about the Energy Link brand, and asked nothing about it.


MS. LAKATOS-HAYWARD:  Sorry, our interpretation was that you did.


MR. SHEPHERD:  No, in fact, I made it very clear I was asking about the Enbridge brand.


 So, I will ask you a question about this, on the 

page --


MR. MILLAR:  Before you do, do you mind if we give this an exhibit number.


MR. SHEPHERD:  Sure.


MR. MILLAR:  This will be KT number 2, and I guess we'll call it the Energy Link description.  Is that accurate?


MS. LAKATOS-HAYWARD:  Energy Link Contractor Guide. 


MR. MILLAR:  Okay.  Thank you.


EXHIBIT NO. KT2:  ENERGY LINK CONTRACTOR GUIDE


MR. SHEPHERD:  On the second page that's marked “Trademark usage” -- the pages aren't numbered, unless I missed it.


MS. LAKATOS-HAYWARD:  No.


MR. SHEPHERD:  But you have a number of pages marked "Trademark usage."  The second of those, which starts with “Use of Energy Link program promotion materials”; do you see that?


MS. LAKATOS-HAYWARD:  Sorry, use of Energy Link and trademark logo number 2, the participant will only use -- is that where you are?


MR. SHEPHERD:  No, no.  No, no.  This is the second page marked “Trademark usage.”  Halfway down the page is the heading: "Use of the Enbridge trademark and logo."


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Do you see that?


MS. LAKATOS-HAYWARD:  Mm-hm.


MR. SHEPHERD:  This says that participants in Energy Link can't use the Enbridge trademark or the swirl logo; right?


MS. LAKATOS-HAYWARD:  Other than in promotional materials supplied by Enbridge or Enbridge-approved suppliers.


MR. SHEPHERD:  Does this mean that if Enbridge Solutions Inc. is an Energy Link participant, it can't use the Enbridge trademark or swirl logo?


MS. LAKATOS-HAYWARD:  If you refer, this is Enbridge.  I can't comment on Enbridge Solutions as to their use of the Enbridge brand.


MR. SHEPHERD:  If they participate in Energy Link, the same rules have to apply to them; right?  


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  They can't use the logo or the brand; is that right?


MS. LAKATOS-HAYWARD:  They have to use it in conjunction in the same manner as the third parties.


MR. SHEPHERD:  So they can't call themselves Enbridge on their trucks if they're an Energy Link member; right?


MS. LAKATOS-HAYWARD:  Mmm --


MR. SHEPHERD:  I'm happy for you to take an undertaking.


MS. LAKATOS-HAYWARD:  If you look at a vehicle decal, because you're talking about trucks --


MR. SHEPHERD:  Remember I'm talking about Enbridge, not Energy Link, because I don't care about Energy Link.


MS. LAKATOS-HAYWARD:  Well, we are talking about Energy Link.  I don't know if we can split the two in the context that we're looking at today, or in this document.  But the vehicle decal shows what we're approving here is how are they referencing themselves in regards to Enbridge Gas Distribution's Energy Link program.  And you see in the vehicle decal it shows "Energy Link" and "Energy Gas Distribution approved contractor." 

I think what you're asking us to comment on, and you see in the overall vehicle, here we have ABC HVAC.  What is that company called?  The company's position is that Enbridge owns the overall trademark and licence to Enbridge.  It confers that brand to its affiliates.  So I can't comment on whether Enbridge Solutions, what its final brand or treatment will be.


MR. SHEPHERD:  But under these rules, where this says ABC HVAC, Enbridge Solutions Inc. could have Enbridge Solutions Inc. with the Enbridge logo, the swirl, everything; right?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  Okay.  Now, back to my questions, because this, of course, is not at all responsive, since you thought we were talking about Energy Link, even though the question said Enbridge.  What materials did you have --


MS. LAKATOS-HAYWARD:  I think you did ask and/or about Energy Link.  Anyway.  Nevertheless.


MR. GREEN:  In question 80...


MR. SHEPHERD:  The Enbridge brand.  The Enbridge brand.  That's what it says.


MS. LAKATOS-HAYWARD:  Or Energy Link.  You said either open bill access or Energy Link.


MR. SHEPHERD:  The use of Energy Link to promote the Enbridge brand.  It's pretty clear.  Anyway.  Doesn't matter.


I'm looking for further materials on how the Enbridge group of companies is planning to use the Enbridge brand in the context of Enbridge Solutions Inc.


MS. LAKATOS-HAYWARD:  We don't have that information.


MR. SHEPHERD:  So I've asked you to get this from your affiliates.


MR. CASS:  Jay, I don't think that the company is prepared to do that.


MR. SHEPHERD:  That's a refusal?


MR. CASS:  Yes.


MR. SHEPHERD:  On the basis of confidentiality?


MR. CASS:  On the basis that it's not an activity, in the company's view and in my view, that the Board is going to consider relevant to its consideration of these matters.


MR. SHEPHERD:  Okay.


Then let me turn to the other two of the questions I gave you in advance, or the other four that relate to this.


One is number, if I can find it... question 40.  Question 40 asks what communications the company and Enbridge Solutions Inc. have had with regard to open bill access.  Do you have those materials to provide today?


MS. LAKATOS‑HAYWARD:  So in the summer of 2006, Enbridge Solutions Inc. had commissioned a high‑level estimate from ABSU on the system changes and costs to access the bill, and we were going to provide that high‑level estimate through a previous undertaking.  


The high‑level estimate was for $310,000.


MR. SHEPHERD:  Sorry, sorry.  Stop, stop, stop.  Enbridge Solutions Inc. asked for that estimate?


MS. LAKATOS‑HAYWARD:  Yes.  If you recall, back in the summertime, it was not clear from the consultative meetings whether there was going to be support for Open Bill Access to the extent that there would be support for the startup costs to include that program.  


However, the consultative group was not opposed to other third parties on their own seeking cost estimates and adding themselves to the bill.


So on that basis, Enbridge Solutions Inc. started the process with ABSU to develop that estimate.  With the potential that other parties were also interested in the service, EGD took over development of the estimate, which culminated in the update to $611,000.  


And in the brief explanation of why the high‑level estimate went from 310,000 to 611,000, added functionality regarding financial reconciliation to the vendor level.


So if we're having more than one party, EGD needed to make sure that it can reconcile to the vendor level and to provide additional product detail on the bill.  So these elements increased the cost estimate.


And we can confirm that since the handoff, while Enbridge Solutions is aware of the company's Open Bill Access proposal before the Board and has expressed interest in utilizing the service, EGD has not met with Solutions Inc. regarding Open Bill Access.  So they're waiting to see where this proposal is going to go.  


In December 2006 Solutions Inc. sent an e‑mail asking for a draft of the Open Bill services and collection agreement.  This was being reviewed by other third parties for their comments, and we provided them the same draft.


MR. SHEPHERD:  And those are the only communications that have been ‑‑ have taken place between the company ‑‑


MS. LAKATOS‑HAYWARD:  That's right.


MR. SHEPHERD:  -- and ESI with respect to the bill, or Energy Link?


MS. LAKATOS‑HAYWARD:  EGD is very well aware of the perception that is, perhaps, wished to be created about the nature of the relationship between EGD and Solutions Inc., and so is being very cautious in how it has moved forward with this relationship and any correspondence between the two companies.


MR. SHEPHERD:  The specs for adding third parties to the bill were initially provided to ABSU by ESI?


MS. LAKATOS‑HAYWARD:  I would assume so, yes.


MR. SHEPHERD:  Prior to that bid, what communications did ESI and EGD have with respect to Open Bill or Energy Link?


MS. LAKATOS‑HAYWARD:  Now you're expanding it to Energy Link?


MR. SHEPHERD:  It was in the question in the first place, I believe.


MS. LAKATOS‑HAYWARD:  No, it's not.


MR. SHEPHERD:  No?  I'll get to it.  Let's just deal with Open Bill for now.


MS. LAKATOS‑HAYWARD:  Well, how far back in time do you want to go?  What are you looking for?


MR. SHEPHERD:  I'm looking for communications between ESI and the company with respect to Open Bill Access.  Have you been talking about this for years?


MS. LAKATOS‑HAYWARD:  I think we'd have to take an undertaking and scan through all the e‑mails, but I'm not sure necessarily what the relevance seems to be.  I'd ask for my counsel's help on this, but it seems like a bit of a fishing trip here.


And, you know, I just want to reiterate that our approach with Enbridge Solutions Inc. has been we're very concerned about the perception that is wished to be created about the relationship between ourselves and our affiliate, and we've been very conservative in our dealings with Enbridge Solutions and not wanting to treat them in any other fashion than any other third party that wishes to access the bill.


MR. SHEPHERD:  In which case the various memoranda, e‑mails, letters, notes and minutes of meetings that I've asked for will support that, so you should be happy to provide them.


MS. LAKATOS‑HAYWARD:  Well, I can say that there are no minutes of meetings.  There are ‑‑ I mean, if there are random e‑mails, we can certainly look at it, but ‑‑


MR. CASS:  I think the problem that Kerry is describing to you, Jay, is that you're asking people to search for something that, given what Kerry has described, perhaps doesn't even exist.  


You're asking people to look for a needle in a haystack, through corporate records, when she's carefully explained to you that a serious effort has been made not to have these sorts of communications.


MR. SHEPHERD:  How many employees does ESI have?  Does it have more than ten?


MR. McGILL:  I don't know.


MS. LAKATOS‑HAYWARD:  I doubt it.


MR. SHEPHERD:  So it's not that difficult, is it, for you to get those employees to look through their e‑mails to see how often they've contacted Enbridge Distribution, who you say they are not supposed to be contacting, anyway?


MR. CASS:  Jay, I've already said we're not going to Enbridge Solutions.  We've had that discussion.  I thought you were now asking for some kind of a search through the records of Enbridge Gas Distribution in the hope that an e‑mail might exist somewhere.  


And I'm questioning the value of that sort of search, given what Kerry has already said to you.


MR. SHEPHERD:  There's no point in wrangling.  I mean, either you're going to give me the answer to my question or not.  So either it's a refusal or it isn't.


MR. CASS:  I think you can take it as a refusal.


MR. SHEPHERD:  Thanks.  If you can turn to my initial question 75 -- actually, let's start with 76.  Maybe that's where we can go.


You're aware that Enbridge Solutions Inc. has or is planning to have a financing product, correct, because you have talked about it in your evidence?


MS. LAKATOS‑HAYWARD:  Yes, we're aware.


MR. SHEPHERD:  And they've talked to you about that?


MS. LAKATOS‑HAYWARD:  Briefly, yes.


MR. SHEPHERD:  But there's no written communications on that?


MS. LAKATOS‑HAYWARD:  No.


MR. SHEPHERD:  Okay.  So can you describe that product?  What is it?


MS. LAKATOS‑HAYWARD:  No.  Again, you're asking an EGD employee to describe the product of an affiliate where -- I can't.  I'm not in a position.  I don't know the details of the product.  I can't describe the product to you.  


All that we're aware is that Enbridge Solutions Inc. are looking to bring a financing product of some type to the marketplace, and I think that we've answered in other interrogatories that we're concerned about the nature of this question and it seems like the regulatory process is being used in an inappropriate fashion to gain competitive market intelligence.


But here today I don't have information, and none of my colleagues have that information, as to what is the nature of the financing product.  Could I tell you what the interest rate that they're planning to offer?  No.  Deferral terms?  No.  We don't have any of that information.


MR. SHEPHERD:  To your knowledge, is ESI planning to include in their service offerings rental of water heaters or other natural gas equipment?


MS. LAKATOS‑HAYWARD:  As I said, we're unaware.


MR. SHEPHERD:  Sales of natural gas furnaces or other natural gas equipment?


MS. LAKATOS‑HAYWARD:  Unaware.


MR. SHEPHERD:  Whether or not they finance it or financed by other persons?


MS. LAKATOS‑HAYWARD:  Unaware.


MR. SHEPHERD:  Financing of sales of natural gas equipment by third parties?


MS. LAKATOS‑HAYWARD:  We're unaware.


MR. SHEPHERD:  Well, didn't they talk to you about their financing plan?  You don't know whether they're going to finance their own sales or other people's sales?


MS. LAKATOS‑HAYWARD:  We don't know the final agreements and the structure of their financing products ‑‑ or arrangements.


MR. SHEPHERD:  Okay.  What about financing related to electrical energy equipment, air conditioners, for example?


MS. LAKATOS‑HAYWARD:  We're not aware.


MR. SHEPHERD:  Not aware.  How about financing related to non‑energy equipment or other goods?


MS. LAKATOS‑HAYWARD:  I mean, we could continue down the list.  We're unaware.


MR. SHEPHERD:  I have to read it in the record, sorry.   What can I do?  How about services such as maintenance, repairs or insurance related to natural gas equipment?


MS. LAKATOS‑HAYWARD:  We're unaware.


MR. SHEPHERD:  What about services such as maintenance, repairs or insurance related to other energy equipment?


MS. LAKATOS‑HAYWARD:  Well, I can say that for the entirety of this question that we are unaware of the plans and the details of Enbridge Solutions Inc. financing products.


MR. SHEPHERD:  What about services not related to energy equipment?  I have to get it on the record, sorry.


MS. LAKATOS‑HAYWARD:  I think I've been pretty definitive about your overall question and the response to it.  We're unaware.


MR. SHEPHERD:  And are you aware whether Enbridge Solutions Inc. intends to sell the gas commodity or supply contracts for the gas commodity?


MS. LAKATOS-HAYWARD:  We're unaware.


MR. SHEPHERD:  Now, if they were, and they became a gas marketer, then that would change your approach to how they deal with the open bill, because then they have some ABC service issues as well; correct?


MR. McGILL:  No, I presume if they were going to get into the commodity business, they would contract for agent billing collection just like all the other marketers.


MR. SHEPHERD:  If they were a gas marketer, they would have the same prohibition against bill inserts for the gas commodity as everyone else; right?


MR. McGILL:  The same rules would apply to everyone equally.


MR. SHEPHERD:  In respect to all these questions which I'm asking, as to whether their products include these things, could you please obtain that information from Enbridge Solutions Inc.?


MR. CASS:  No, we will not do that.


MR. SHEPHERD:  Thank you.  Can you confirm that Enbridge Solutions Inc. intends to market some or all of its products to or through Energy Link members?


MS. LAKATOS-HAYWARD:  What number are you on?


MR. SHEPHERD:  77.


MS. LAKATOS-HAYWARD:  This interrogatory has been previously asked.  We ask you to see Exhibit I, 22, 5, parts D and E.


MR. SHEPHERD:  Sorry, I?


MS. LAKATOS-HAYWARD:  22, 5, parts D and E.


MR. SHEPHERD:  Are you familiar with the concept of brand extension?  Do you know what that means?


MS. LAKATOS-HAYWARD:  Why don't you enlighten us? 


MR. SHEPHERD:  This is the technique of taking a brand that's known in one area, Microsoft for Windows operating systems, and extending it using that reputation to sell other things.  So Microsoft moving to a word processor or a spreadsheet.  I know these happened long ago, but it's the concept.  It's called brand extension.  Are you familiar with this concept?


MS. LAKATOS-HAYWARD:  The way that you've described it, yes.


MR. SHEPHERD:  And have you had any discussions with anybody outside of Enbridge Gas Distribution, within the Enbridge group of companies, EI, ESI, anybody, about using open bill access or Energy Link for brand extension by affiliates?


MS. LAKATOS-HAYWARD:  Was this a written question or is this one of your supplemental?


MR. SHEPHERD:  This is a followup.


MS. LAKATOS-HAYWARD:  We'd have to take an undertaking to look into that.


MR. SHEPHERD:  Okay.  Because you don't know whether you've ever had any discussions with anybody about that?


MS. LAKATOS-HAYWARD:  First of all, it's Enbridge Inc.'s brand to extend, not Enbridge Gas Distribution's.  I think what we're really grappling with is that your question is so broad and open-ended, we need to look at it and make sure... we need to clearly understand what you're asking for.


MR. SHEPHERD:  It's no secret what I'm trying to drive at here.  I'm trying to identify to what extent Enbridge Inc. or its other affiliates other than EGD are attempting to use open bill access and/or Energy Link as a method of extending the Enbridge brand beyond what it's currently being used for, using the utility's resources, and obviously the ratepayers’ money to do that.


MS. LAKATOS-HAYWARD:  We'll take an undertaking to respond to that.  We're not prepared to answer that today.


MR. SHEPHERD:  Okay.


MR. MILLAR:  That will be JT10.  Could somebody summarize the undertaking, please, for the court reporter's benefit?


MR. SHEPHERD:  Yes.  Any contacts that you've had with any people outside of EGD but within the Enbridge group of companies with respect to extending the Enbridge brand, using open bill and/or Energy Link.

UNDERTAKING NO. JT10:  TO CONFIRM CONTACT EXTERNAL TO EGD BUT WITHIN ENBRIDGE GROUP WITH RESPECT TO EXTENDING ENBRIDGE BRAND USING OPEN BILL AND/OR ENERGY LINK/TO CONFIRM MARKET RESEARCH UNDERTAKEN


MR. SHEPHERD:  As a followup from that, have any of the Enbridge companies -- and this, by the way, can be included in the undertaking if it turns out that you don't know it.  Have any of the Enbridge companies hired a consultant to assist in this process?


MS. LAKATOS-HAYWARD:  No.


MR. SHEPHERD:  No, you don't know or no, they haven't?


MS. LAKATOS-HAYWARD:  No, they have not.


MR. SHEPHERD:  Have any of the Enbridge companies done any consumer research to assess when or how or in what way the Enbridge brand can be extended using open bill or Energy Link?


MS. LAKATOS-HAYWARD:  Have we done any market research?


MR. SHEPHERD:  Yes, not just EGD, any of the Enbridge companies.


MS. LAKATOS-HAYWARD:  No, not that I am aware.


MR. SHEPHERD:  Can you include that in the undertaking, please?


MS. LAKATOS-HAYWARD:  We can respond for EGD, but similar to other questions, the company declines with respect to other Enbridge affiliates.


MR. SHEPHERD:  There is a program in Europe, a very commonly used program in Europe, called -- this is a tradename, Stretching the Brand.  It's something that's sold to utilities that helps them figure out how to extend their utility brand name into sales of other products and services.


To your knowledge, has EGD or any of the Enbridge companies subscribed to this service?


MS. LAKATOS-HAYWARD:  No.


MR. SHEPHERD:  No, you haven't, or you don't know?


MS. LAKATOS-HAYWARD:  No.  Not that we're aware of.


MR. SHEPHERD:  That's speaking for EGD now; you don't know whether ESI or --


MS. LAKATOS-HAYWARD:  We can't speak as a matter of rule on what Enbridge Solutions or any other company are a part of.


MR. SHEPHERD:  Is or isn't doing?  Now, are you aware of whether ESI has been licensed the Enbridge name and logo by EI?


MS. LAKATOS-HAYWARD:  We're unaware of what the status 

is.


MR. SHEPHERD:  You don't know.  I think you've said earlier you don't know what ESI's logo is going to look Like; right?


MS. LAKATOS-HAYWARD:  That's correct.


MR. SHEPHERD:  You're aware that there's an Enbridge Inc. policy that all Enbridge companies must use the same logo; is that right?


MS. LAKATOS-HAYWARD:  I don't think that that's -- I can think of a couple of examples where that's not the case.  I'm not sure if that's consistent interpretation.


MR. SHEPHERD:  A couple of examples of Enbridge companies that are called Enbridge that don't use the Enbridge name and logo?


MS. LAKATOS-HAYWARD:  Yes.


MR. SHEPHERD:  Such as?


MS. LAKATOS-HAYWARD:  Well, the wind entity, I forget the name of that.  And we were operating Wireberry.


MR. SHEPHERD:  Wireberry isn't called Enbridge, though; right?


MS. LAKATOS-HAYWARD:  We had an entity --


MR. CASS:  First of all, you're cross-examining.  Secondly, we're getting awfully far away from the new evidence that's the subject of this Technical Conference.


MR. SHEPHERD:  Okay.  I just have one more question on that particular issue, and that is -- it's two parts.   

Are you aware of any fee being paid by ESI to EI for the use of the Enbridge name?


MS. LAKATOS-HAYWARD:  Again, we're unaware of the Treatment, so we're not aware.


MR. SHEPHERD:  Are you aware of any allocation to EGD of any fees for the name or the logo by other affiliates?


MS. LAKATOS-HAYWARD:  I don't know.


MR. McGILL:  I don't know.


MR. SHEPHERD:  No?


MR. McGILL:  No, I don't believe there is.


MR. SHEPHERD:  As far as you know there's not; right?


MR. McGILL:  Yes.


MR. SHEPHERD:  My mouse won't work.


Those are my questions.  Thank you very much for being so patient.


MR. MILLAR:  Thank you, Mr. Shepherd.  I'm not sure who wants to go next.  I would like to get through as much of this as possible.  I'm not sure if it will be possible to finish or not, though hopefully some of you have crossed out a bunch of your questions.  Who wanted to go next?  Nobody?  Are we done?


Thank you. 


QUESTIONS BY MS. CRAIN: 


MS. CRAIN:  Thanks.  I hope everyone's feeling fresh and ready to deal with a new batch of questions.  A number of them have been dealt with by Mr. Shepherd or at least narrowed substantially.


There are still some points of clarification that I need, so I'm referring to the written interrogatories that we submitted.  I'll refer to them by number.


Number one deals with the types of products that are going to be permitted on the bill, and I want to make a clear distinction between the parameters for the billing service and the parameters for the bill inserts, because I know there are differences, and I'll come to the ones for bill inserts later.


So with respect to the types of services that will be allowed to be billed, your evidence is at Exhibit D1, tab 11, schedule 6, paragraph 6.  And we've had a discussion about complementary products and bundle, and my understanding of your earlier evidence was that the primary focus must be on energy products, but bundling of non‑energy products is okay so long as they're ‑‑ a major component is HVAC.


I just want clarification on "major component."  Does that mean by revenue, or is that a more subjective term?


MS. LAKATOS‑HAYWARD:  It is going to be at the company's discretion as to how to -- what this means for major focus on energy.  We don't propose at this point to look at a percentage of revenue, I'm sure you can appreciate, for having to evaluate every single transaction to see whether it fits or not.  


I mean, we just want to be clear that we're not in a position for billing TVs as a standalone, you know, product.


MS. CRAIN:  So there are no further specifics other than what is outlined in paragraph 6?


MR. GREEN:  Just following up on your point about the differentiation for treatment of billing versus the bill inserts.  So I'm going to take it the bill insert way first.  We do talk about the profile that's provided at Exhibit 1, tab 11, schedule 27, I believe it is, and it's page 4 of 8, that we've talked about in the consultatives, about product promotional offerings, if you will, and trying to create some framework for the products and services that will be included.


So that's really, if you will, a bit of a buildout from your reference point, which was at Exhibit 1, tab 11, schedule 6, page 2.


MS. CRAIN:  But this table you've referred to, schedule A, my understanding was that applied to bill inserts.  Does it also apply to billing service?


MS. LAKATOS‑HAYWARD:  That's correct.  And I think we did talk a little bit about that earlier, that the only difference that we see between bill inserts and the billing and collections is with the treatment of the commodity reference.


MS. CRAIN:  What about with respect to D1, tab 11, schedule 20?  There's also an exclusion for products that compete with natural gas.  Is that out of date now?


MS. LAKATOS‑HAYWARD:  Well, if you look at schedule 27, there is an asterisk at the bottom and it says there that -- I'll just read the relevant sentence, that:

"The company will not provide this service in relation to promotion of any natural gas commodity products or offerings, nor in relation to promotions of products and services that compete with natural gas." 


Yes, we did have discussion, and I think you're going to probably ask a follow‑up question about orphan products, and, you know, we can certainly talk about it at that point, but that's the major understanding.


MS. CRAIN:  I actually wasn't going to ask about that, because my understanding of your evidence is that orphan products are in.


MS. LAKATOS‑HAYWARD:  That's correct.


MS. CRAIN:  Thanks.  1(c), what's the process for changing the criteria for eligible products and services?


MR. GREEN:  As we go through this, again, I'm speaking from a bill insert perspective and, again, draw your attention to the evidence at Exhibit 1, tab 11, schedule 27, page 7 of 24, at item 2.2, which is really talking about with respect to the form and the content of the inserts.  


The company must approve what that content is, and in its sole discretion the form and the content and the specifications will be made prior to the distribution of that ‑‑ or that allowance of that as an insert.


MS. CRAIN:  But you've directed us earlier to the table...


MR. GREEN:  Yes.


MS. CRAIN:  ...which sets out the general types of products.  What I'm trying to find out is:  Is there a mechanism in place for changing that table, or is it discretionary to the company?


MS. LAKATOS‑HAYWARD:  I think it would be fair to say that this is -- you know, going into 2007 for third parties, this is -- this is the table.


Now, if the third parties come back and say, Have you considered this or would you consider that, the company would certainly, acting reasonably, look to:  Does it make sense; would we include that?


So from that process point of view, we would work with the industry and the third parties to look at their requests and respond to them.


So that's what the company is prepared to do.


MS. CRAIN:  My concern was more the other way, a more restrictive table.


MS. LAKATOS‑HAYWARD:  Looking at the table, I think it is fairly inclusive of all of the products.  And I know that there is -- you know, we want to try and cover all the bases that we can, but in working with the consultative, we've -- you know, members have brought up things that they, you know, want to try and cover off.


And we think that we have included all of, for the foreseeable future, the products and services that the company is prepared to include in either its bill insert or billing collection services.


MS. CRAIN:  Sorry, maybe my question wasn't clear enough.  My client's concern is:  What would prevent the company from, six months into the project, restricting the types of services from the table that we've been presented with, some changes that would remove eligible products?  


I'm just wondering if a procedure has been contemplated.


MS. LAKATOS‑HAYWARD:  I certainly appreciate that concern, but in terms of the bidding process, if you recall, this is an annual bidding process, so we're asking companies, in responding to the bid, that they provide an outline of the allowable products and services that they wish to bid in and for which prospective months.


From that point, we would either accept or not accept those bids.


MS. CRAIN:  I'm just talking about billing service right now.


MS. LAKATOS‑HAYWARD:  The billing service.


MS. CRAIN:  I'll save my questions for bill inserts later so we don't have any confusion.


MS. LAKATOS‑HAYWARD:  Okay.


[Witness panel confers]


The billing and collection services agreement, which we would ask all third parties to sign, would be for a minimum of a one‑year period.


MS. CRAIN:  So there's no mechanism for changes beyond that; is what you're saying?


MS. LAKATOS‑HAYWARD:  Well, I think to respond to your question of, okay, the company signs up a third party, and then we ad hoc change the allowable products, and what I'm responding is that, no, there's a contract in place between the two parties based on the allowable products and services.


MS. CRAIN:  For that one year?


MS. LAKATOS‑HAYWARD:  For a minimum of one year.


MS. CRAIN:  Question 3.  I'd like the company to confirm that there's no minimum for the purchase of billing services by a third party.


MS. LAKATOS‑HAYWARD:  No.  There is no minimum for the billing services by a third party.


MS. CRAIN:  Thank you.  Question 4.  What I'm trying to understand is what the price would be for the billing of customers within the franchise area who are not distribution customers.


MS. LAKATOS-HAYWARD:  That is the standalone bill price of $1.44.


MS. CRAIN:  Thank you.  Our question 5.  Schedule 11, you talked about billing arrangements, if a third party wanted to bill customers outside of the franchise area.  Your evidence was that that would be subject to negotiation between the third party and ABSU.


MS. LAKATOS-HAYWARD:  That's correct.  Enbridge Gas Distribution's service, it's the standard service for our in-franchise customers.  However, we are aware that third parties don't have the same service area or will extend beyond our geography.  We would allow them to work with our service provider to set up a customized service, but, really, EGD is not involved with that; that would be a separate arrangement that that third party would make with themselves.


MS. CRAIN:  It follows that the company wouldn't impose any restrictions on whatever arrangement could be negotiated between the third party and ABSU?


MS. LAKATOS-HAYWARD:  No.  Not any foreseeable restrictions.  Steve, I can't think of any.


MR. McGILL:  I don't think we would have a concern unless it had some impact on EGD's business.


MS. CRAIN:  And 5(b).  Have you had any discussions with ABSU about their willingness to provide this service?


MS. LAKATOS-HAYWARD:  We've had, I would characterize, general discussions, and it's our understanding that the service provider is willing to provide and has the ability to provide such a service.


MS. CRAIN:  Thank you.  Number 6.  Has the company come to a landing yet on the cost of the bill logo?


MS. LAKATOS-HAYWARD:  Yes.  Our position is that the logo should be priced at 1 cent a bill.


MS. CRAIN:  And that's for a black-and-white logo?


MS. LAKATOS-HAYWARD:  That's correct.


MS. CRAIN:  Thank you.  Question 7.  One-time and quarterly billing.  Mr. Shepherd covered some of this area.  I just want to clarify my understanding of your evidence.


 Is it correct that you're not yet sure whether you can actually technically provide quarterly billing?


MS. LAKATOS-HAYWARD:  We are in discussions with our service provider on the technical issue, and we did talk about it in one consultative meeting, that we need to go in and make sure that those Tenant Nine accounts don't get finalized inadvertently.  We just need to find a mechanism there.


 We don't think that that's a show-stopper, let's call it, but we need to find a way to overcome that.


 The broader issue, and this is in discussions with our customer care group, that there is a concern about billing other than a monthly bill, recognizing that EGD has a monthly bill.  Third parties doing bimonthly or quarterly billing, we're not necessarily opposed to it, but we need to go back and look at what is the appropriate pricing for that.


MS. CRAIN:  Did you give an undertaking for that information?


MS. LAKATOS-HAYWARD:  No.


MS. CRAIN:  If possible, I'd like an undertaking to get clarification about the pricing for one-time and quarterly billing.


MS. LAKATOS-HAYWARD:  Certainly.


MS. CRAIN:  Thank you.


MR. MILLAR:  That will be, I think it's JT10 we're on now.


MR. MATTHEWS:  I think it's 11.


MR. MILLAR:  It’s 11, my mistake.  It's 11.  Could somebody provide a brief description of the undertaking?  


MS. CRAIN:  Yes, with respect to one-time and quarterly billing charges, what would be the price for those charges.

UNDERTAKING NO. JT11:  TO CONFIRM PRICE OF ONE-TIME AND QUARTERLY BILLING CHARGES


MS. CRAIN:  Question 8, which deals with the bad debt guarantee.  Can the company confirm that it will monitor the bad debt rate and adjust the bad debt guarantee to ensure that it's consistent with actual bad debt write-offs.


MS. LAKATOS-HAYWARD:  Yes, that's correct.  We will.


MS. CRAIN:  On what --


MS. LAKATOS-HAYWARD:  Well --


MS. CRAIN:  Annually, or what is the plan?


MS. LAKATOS-HAYWARD:  The overall pricing for shared bill, 87 cents, and the receivable guarantee of 99.5 percent, we see that as a linked -- that's the pricing terms and conditions.  We would look to review that on an annual basis.


 Sorry.  Could we pause for one minute?  We have a bit of a technical glitch.  


MS. LAKATOS-HAYWARD:  Sorry about that.  We're on question 8?


MS. CRAIN:  Question 9.


MS. LAKATOS-HAYWARD:  Question 9.


MS. CRAIN:  This refers to tab 11, schedule 11, page 12, the criteria for third-party billers.  I think I can be more general on the question, which is:  Have these draft criteria been expanded at all since they were prepared?  Is there anything more you can give us?


MS. LAKATOS-HAYWARD:  Yes, and I think we did talk about it in HVAC 60, that we would look to credit review of a third party using D&B and Equifax to review the overall health and financial stability of the organization.  Really, what our concern is is just to make sure that that third party does not have any significant financial default or is in bankruptcy proceedings.  We don't have a final score but we would be doing an assessment via Equifax or D&B.


MS. CRAIN:  And what about trusted business policies and practices?  Is there any further elucidation of what that means?


MS. LAKATOS-HAYWARD:  No, not at this time.


MS. CRAIN:  Okay.  What about adequate customer service hours?  


MS. LAKATOS-HAYWARD:  In that regard, we view service hours of 9 to 5, Monday through Friday.  And I believe that's consistent with our billing...


MR. McGILL:  I believe we're at 8:30 to 6 p.m.


MS. LAKATOS-HAYWARD:  8:30 to 6.  Yes.  So my apologies, we're looking to have the same hours as our billing hours.


MS. CRAIN:  Thank you.


The next question, 10, deals with, sadly, the whole issue of costing again.


 I think the easiest thing would be to turn up D1, tab 11, S23, page 8.  And I'm still not clear on what the company's cost per bill is on a fully allocated basis.


MS. LAKATOS‑HAYWARD:  So you're looking for the fully allocated cost without the margin?


MS. CRAIN:  EGD's cost per bill on a fully allocated basis.


MS. LAKATOS‑HAYWARD:  The price on a fully allocated, basis is 87 cents, and the fully allocated cost is 75 cents, so just taking out the margin, the 12 cents.


MS. CRAIN:  And in terms of the whole issue of this being assessed on a fully allocated basis, we heard early in Mr. Shepherd's inquiry that RCAM methodology had been applied?


MR. McGILL:  Yes.


MS. CRAIN:  With respect to the CIS access item?


MR. McGILL:  Well, with respect to all of the costing of the Open Bill cost elements.


MS. CRAIN:  And which items specifically?


MR. McGILL:  All of them.


MS. LAKATOS‑HAYWARD:  So on ‑‑


MR. McGILL:  We're applying a methodology across all of the items.


MS. CRAIN:  Okay.


MR. McGILL:  The methodology speaks to how you treat certain cost items.  We're applying the RCAM methodology consistently across all of the cost components of Open Bill, and the RCAM methodology sets out how you treat each of those different types of cost components.


MS. CRAIN:  Question 11 does deal with both bill service and bill inserts, and it's a general question about dispute resolution mechanisms and whether one is contemplated.


MS. LAKATOS‑HAYWARD:  And the company's response is that we're open to creating a dispute resolution process and work with stakeholders, similar to the consultative process that we have in place, to gain an understanding of the procedures and proper mechanisms for timing accepted resolution process, but the company does assert that it maintains the right to control its billing, its bill and its billing envelope.


Yes, and I think certainly with respect to the bill inserts in schedule 28, in 2.2.1, we really outlined that, you know, we worked with the third parties to get approval of the bill inserts, but, really, it's at our sole discretion.


MS. CRAIN:  Turning now just to the bill insert service.  We can go right to item 14.  

And am I correct that it's the document at schedule 28 which represents the latest version of the agreement proposed by the company?


MS. LAKATOS‑HAYWARD:  Twenty-seven and 28 are the latest agreements from the company.


MS. CRAIN:  So we should disregard the others in terms of where we're at today?


MS. LAKATOS‑HAYWARD:  That's right.  And, you know, as it was explained before, in the evidence update we were trying to create a record of the consultation and, yes, 27, 28 are the latest versions.


MS. CRAIN:  Thank you.  You've just answered 15.


With reference to item 16, the question was:  Please describe the criteria and process that will be employed to establish the approved promotion.  


Is there any magic in that, other than what you've already told us about the table of goods and so forth, and the company having the last word at the end of the day?


MS. LAKATOS‑HAYWARD:  I don't think that there's much that we can comment over and above on that.  We've tried to be, in that table and in the criteria below, as clear and definitive as possible.  But from ‑‑ this is a contractual agreement between the two parties and that we'll work with that third party to ensure that their bill insert is approved.


MS. CRAIN:  Question 18(a), in terms of the criteria that the company's going to apply.  Is there anything other than the criteria that are set out at 2.2.1, or is that really the last word on it?


MS. LAKATOS‑HAYWARD:  That's correct.  Our most recent versions at 27 and 28... 


[Witness panel confers]


Yes.  I mean, in that it outlines how we will work with the third party to gain approval on the approved products and services.


MR. GREEN:  For reference, if I could, working with the service providers that put the inserts in through the pilot, you know, the discussion, if you look in the schedule, 28 talks about elements of dates and timings for approvals, et cetera, and you can see things moving back and forth.


Those parties had no difficulty working (a) with the schedule, (b) with the process.


MS. CRAIN:  My two last questions just concern overall the rationale for the Open Bill Access proposal.


The first reference for 22 is D1, T11, S11, paragraph 4; page 2, paragraph 4.  And the company makes a statement that customers continue to expect that Enbridge Gas provide them with information and solutions on natural gas products and services.  


Is there anything in support of that, other than the marketing or survey information that you've already produced?


MS. LAKATOS‑HAYWARD:  Yes.  We have referenced in the past Exhibit I, schedule 26 ‑‑ sorry, tab 26, schedule 17, and question 11 shows that 70 percent of customers would rely on EGD when looking to purchase natural gas appliance equipment or have them serviced.  And next to word of mouth, at 80 percent, this is the highest score of options that customers provided.


And just to kind of to follow on, the bill remains ‑‑ it's an important communication vehicle for our customers, and, you know, we've talked about that about 23 percent would -- when asked today, would look at, you know, using the bill for financing things like that.


MS. CRAIN:  But that's the body of evidence that you're relying on?  There's nothing else?


MS. LAKATOS‑HAYWARD:  That market research report, yes.


MS. CRAIN:  Thank you.  And the last question, 23, a similar question with respect to the statement: 

"Market research indicates that when customers purchase water heaters, a significant portion purchase electric." 


Is that just the data that we've already been provided with, or is there something else?


MS. LAKATOS‑HAYWARD:  No, that's right.  I think that was I26, 16.


MS. CRAIN:  Thank you.


MR. MILLAR:  Thank you.  It's about 4:30.  I think we should take a short break if we're going to continue, because I know our court reporter has been sitting for a long time and would probably appreciate resting her wrists and fingers for a moment.  


Do we have three parties left, if I'm not mistaken; is that right?  Are there more than three?  I'm not hearing anything, so I guess not.  Why don't we take ten minutes and we will try and get through the rest of this as quickly as possible and hopefully not have to sit too late.  Thank you.


‑‑‑ Recess taken at 4:25 p.m.


‑‑‑ On resuming at 4:40 p.m.


MR. BATTISTA:  I think the three other parties who have further questions are here, and our counsel is out of the room for the moment, but he suggested that we proceed without him.  So is everyone ready?  Yes.


MR. BATTISTA:  Ontario Savings, would you like to take the lead?


QUESTIONS BY MS. RUZYCKI:

MS. RUZYCKI:  Yes.  It's Ontario Energy Savings, but that's okay.  We'll go by that.


I actually just have a couple of questions, very quick ones, the first question being:  What was the rationale behind excluding commodity inserts in the Open Bill process? 


MS. LAKATOS‑HAYWARD:  First, I think it would be fair to state that in the overall scoping of this issue, that gas commodity was not in scope for the issue at the outset.  Including making this a broad consultative, we, the board ‑‑ or the company was open to see what marketers had wished -- or were looking for, I should say, on the understanding of things like bill inserts and logos regarding their existing service. 


And we are certainly, and as we've talked about in the consultatives, not prepared to look at bill inserts for commodity.  And our rationale on this is that, without a level playing field with respect to the company being able to communicate to customers, full customer choice, including system gas options, that we would not contemplate allowing bill inserts in regard to commodity.


MS. RUZYCKI:  Thanks.  And then the second question is:  You had indicated that black-and-white logos would be ‑‑ you would have the ability to put black-and-white logos on the invoice.  I'm just wondering when you anticipated colour logos would be -- if that would be when the new CIS system -- or would it be before that?


MS. LAKATOS‑HAYWARD:  We can certainly look into that and we can, if you wish, take an undertaking.  We're working with ABSU to finalize the scope of the bill redesign.  So we just haven't seen the kind of final scope document, so I need to circle back with our customer care folks to make sure ‑‑ to see if colour is going to be doable.


MS. RUZYCKI:  Great.  Thanks.  Those are my only questions.


MR. BATTISTA:  Excuse me, is there an undertaking here 

or ...


MS. RUZYCKI:  I think -- I don't necessarily need an undertaking as to when the colour ones could be done, just if we will have the ability, prior to the new CIS system going in.  So if you want to provide an undertaking, that would be fine.


MS. LAKATOS‑HAYWARD:  Well, I can say that we have -- in development of the scope, we have asked for colour to be looked at.  We can use the consultative process, if that's acceptable, to report back on whether colour logos are going to be doable.


MS. RUZYCKI:  That's fine.


MS. LAKATOS‑HAYWARD:  Okay.


MR. BATTISTA:  Do you want the undertaking, or is it you're going to work it through the consultative?


MR. CASS:  I think the latter.


MR. BATTISTA:  Through the consultative?


MR. CASS:  Yes.


MR. BATTISTA:  We don't need an undertaking?


MR. CASS:  I think that was the result. 


MR. BATTISTA:  VECC has a number of questions to ask.


QUESTIONS BY MR. BUONAGURO:

MR. BUONAGURO:  Thank you.  Michael Buonaguro for VECC.  I'm just going to go through some follow‑up questions for clarification, based on what we've heard today, just so I can understand what some of the answers were.


First of all, when you talk about bundles and a bundle of products, does the term "bundle" apply to the third‑party service provider, or does it apply to what the customer purchases from the third party?


MS. LAKATOS‑HAYWARD:  The bundle refers to the service provider.  So it's a product or service that is a component or part of a package provided by a service provider.  


So an example is a plumbing protection service that is offered as part of a protection plan package for heating and air conditioning, or a security system that is part of a heating and air conditioning and water heater sale.


MR. BUONAGURO:  Okay.  I think, in my mind, that applies to the customer.  So the definition is what the customer actually gets from ‑‑ gets from the third‑party provider as opposed to the bundle of services that they provide, in general.  


So, for example, it seems like you're saying that if a customer only gets a security system from a third party, that's not a bundle and that would be disallowed, but if they bought a security system as a part of a package, then it would be allowed for billings purposes?


MS. LAKATOS‑HAYWARD:  Yes.  Thanks for that clarification.  That is correct.  It's -- from a customer point of view, we're looking for a bundle of products and services on the bill, so it's from the customer.


MR. BUONAGURO:  Okay.  So for excruciating clarity, if I were to go to a third party and have no other service or product from them other than a security system, I would not get a bill from Enbridge for that service.  They would have to provide a separate bill?


MS. LAKATOS‑HAYWARD:  That's correct, with the one exception that we talked about, the orphaned products, where the customer starts out with a bundled set, and for some reason discontinues or finishes paying for the other sets and ‑‑ set of products, and they're left with the orphaned product.


MR. BUONAGURO:  All right.  I think that leads into one of my other questions.


You mentioned orphaned products as an example of where a standalone bill might come into play, I think?


MS. LAKATOS‑HAYWARD:  If I did, I was perhaps -- I'm not 100 percent sure of the context, but I think the standalone bill really is talking about where there's no gas distribution charges.  I may have been ‑‑


MR. BUONAGURO:  Okay.  It's not critical to my question, actually.  It's a rather simple question.


What does a standalone bill look like?  If there's no Enbridge charges on it, does it look like an Enbridge bill with no Enbridge charges, or does it have some other look to it?


MR. McGILL:  That's pretty much the way it looks, yes, like an Enbridge bill, but there's no gas or gas distribution charge.


MR. BUONAGURO:  But it still has the Enbridge logo on it and address, and all that sort of stuff?


MR. McGILL:  The way it's done today, yes.


MR. BUONAGURO:  You mentioned, with Mr. Shepherd's question about where the ratepayer benefit appears, I guess in the filing, and your answer was that there's a deferral account and all the money goes into the deferral account, and the money would then come out to the ratepayer, I guess, whenever that deferral account is cleared.  


Do you remember that answer?


MS. LAKATOS‑HAYWARD:  Yes, I do.


MR. BUONAGURO:  Okay.


MS. LAKATOS‑HAYWARD:  That's correct.


MR. BUONAGURO:  So there's nothing in the current filing that represents a rate impact as a result of Open Bill Access or bill inserts.  It all needs to be cleared sometime down the line as a deferral account?


MR. McGILL:  That's the proposal, yes, that all the costs, all the revenues, would be captured in the deferral account, and then the net subject to being cleared.


MR. BUONAGURO:  Now, later on, though, when you talked about risk, you said, We forecast amounts, and then if you don't meet the forecast you're at risk, because if you don't meet the forecast of, I guess in this ‑‑ in the case of Open Bill Access, 3.5 million or so, if you don't meet that forecast and you get ‑‑ you come up short, then you would be at risk of some sort of loss.


But what I don't understand is if everything's captured in the deferral account and nothing is, quote/unquote, baked into rates, where's the risk?


MS. LAKATOS‑HAYWARD:  The risk really relates to, we've got, you know, certain fixed costs that we're trying to recover, and in order to -- and our proposal is on a per-bill basis.  So, the end of the day, I mean, we need to generate revenues that are going to offset our costs.  


And at the end of the day, we're going to clear that deferral account.  That deferral account could end up in a position, if we've forecast incorrectly, as an example, the number of shared bills, where that deferral account is in a loss situation.  


So there is that ‑‑ that is one element of the risk.


MR. McGILL:  Just because we're capturing the dollars in the deferral account doesn't mean that we are going to get them, if it ended up being in a debit balance.


MR. BUONAGURO:  All right.  So -- but would there be a difference, then, in terms of your risk in terms of costs that are allocated from existing systems versus the incremental costs that you've added on because of open bill access?  The risk is really related to the incremental costs, and not the costs that are fully allocated?


MR. McGILL:  To the extent we have allocated some of the indirect costs, yes, we would be subject to that risk, because when you take a cost that we would incur in the normal course of business, and you allocate a portion of that out to a separate program like open bill.  Then if the open bill forecast and budget doesn't come to fruition in reality, we're at risk for the recovery of those allocated costs.


 Now, for 2007, because we're in a start-up mode with this, we're proposing to capture up all the costs and revenues in the deferral account.  But as Kerry indicated, if we're in a position where the program doesn't operate in the black in 2007 and we come back with a debit balance in that deferral account, we're going to have to justify that those costs were prudent and attempt to recover them from ratepayers.  And you're going to have an opportunity to test us on that.


MR. BUONAGURO:  Is the proposal, then, to do this every year in a deferral account way, or are you proposing to forecast it for 2008?


MR. McGILL:  The proposal for now is for 2007.  I don't know what we would propose going forward at this point in time.


MR. BUONAGURO:  Have you contemplated how that would work with the IR regime coming up?


MR. McGILL:  That's why I'm saying that we haven't quite figured that out yet.


MR. BUONAGURO:  All right.  Thank you.


You mentioned in response to some of Mr. Shepherd's questions about the comparison between the criteria for EnergyLink and the criteria for open bill access that open bill access, for example, doesn't require third-party service providers to comply with TSSA requirements or WSIB requirements.  Am I paraphrasing that correctly?


MS. LAKATOS-HAYWARD:  That's correct, yes.


MR. BUONAGURO:  Right.  The concern that leapt to mind is that you would have, for example, a third-party service provider who is not EnergyLink, who is in open bill access, providing installation of gas appliance who isn't TSSA-approved based on that difference in criteria.  Is that a possibility?


MS. LAKATOS-HAYWARD:  Our understanding is that the way that open bill access will likely be utilized or applied is that these will be contract arrangements with the financial arms of companies.  And so, in that regard, we're not going through open bill access, have a direct relationship with the contractor.


MR. BUONAGURO:  In the same vein, I don't think you are requiring insurance or being added as a named insurer for people providing third-party access -- sorry, that for third-party that you're providing access to?


MS. LAKATOS-HAYWARD:  You're asking whether we're going to require insurance?


MR. BUONAGURO:   I know that for EnergyLink there are certain insurance requirements on companies to become members of EnergyLink.  I didn't think I saw that for Open Bill Access, and I'm just confirming that.


MS. LAKATOS-HAYWARD:  Sorry for the delay there.  We haven't outlined it in the criteria specifically.  What I can do is certainly go back and look at, we have, as I mentioned, a draft of a billing and services collection agreement.  I just can't recall right now what our requirements are around insurance.  I can certainly take an undertaking and get that for you.


MR. BUONAGURO:  Could I get that undertaking with respect to open bill access and for bill inserts?


MR. BATTISTA:  That will be undertaking JT12.  And it will be described as?


MR. BUONAGURO:  Look into the insurance requirements with respect to people accessing either the third-party open bill service or the bill insert service.

UNDERTAKING NO. JT12:  TO CONFIRM INSURANCE REQUIREMENTS WITH RESPECT TO ACCESSING THIRD-PARTY OPEN BILL/BILL INSERT SERVICE


MR. BATTISTA:  Thank you.


MR. BUONAGURO:  Thank you.


You mentioned with respect to ex-franchise customers of third parties and the ability to negotiate directly with ABSU to extend, I guess, their billing beyond the franchise area in the interim, that you wouldn't be involved with that.


MS. LAKATOS-HAYWARD:  No, that would be a separate relationship between CWLP and -- well, slash ABSU and that third party.


MR. BUONAGURO:  Now, my question is what happens when you have your own CIS.  In my mind that makes sense for the interim solution, but not for the quote-unquote final solution.  How would that change when the final solution comes around in three or four years?


MR. McGILL:  I think the situation would be very different.  We haven't fully considered that at this point in time.  Right now we're focussing on 2007.


MR. BUONAGURO:  Thank you.  With respect to the questions about quarterly billing, it occurs to me that a customer who gets an Enbridge bill every month, but then gets every fourth month a bill for somebody else might get confused.  For example, a charge might appear in January for a third party, disappear for two months, then appear again in the beginning of the second quarter.


 Would that be one of the concerns, in terms of customer confusion?


MS. LAKATOS-HAYWARD:  That's correct.  We would need to look at what the impact on our calls coming in, as well as in terms of things like the bad debt.


MR. BUONAGURO:  You mentioned in terms of costing and pricing there was a discussion about dropping the price of open bill access after the startup costs are recovered?


MS. LAKATOS-HAYWARD:  That's correct.


MR. BUONAGURO:  It made me curious with respect to your arrangement with CWLP or ABSU, whether you had that sort of arrangement with them when -- once their start-up costs were recovered.  Did they drop the price?


MS. LAKATOS-HAYWARD:  The overall service is being provided by EGD, and these costs, these startup costs really are a flow-through or pass-through from CWLP.  I guess where I'm going with this is that EGD will - in conjunction, of course, with the Board - set the price, not CWLP.  Once that startup cost has been recovered, we would look to remove that from the overall price of the service.


MR. BUONAGURO:  Okay.  Thank you. I'm going to go to my scripted questions now, and I think I have a couple of other questions thrown in there, but they'll come up as the questions arise.


 First, VECC question number 1.  The reference is Exhibit D1, tab 11, schedule 23, slide 5.


 Just tell me if I'm going too fast, but I figure you have looked at the questions and maybe are ready to pounce on them.


 We've asked you to provide the rationale for the use of percentage of receivables as the cost driver for allocation of the costs of open bill access services.  And I understand that you went through some of this specific to collections with Mr. Shepherd, but perhaps you could, for my own edification, expand on that as a general principle in this case.


MS. LAKATOS‑HAYWARD:  Correct.  As you see in this schedule, there are a number of specific line items that have been identified.  The first category of collection services, we have used the percentage of receivables as the cost driver. 


And, again, the rationale there is, when we look at it from a cost causality, the company's position is that, you know, an overall amount on the bill or the receivable is a better driver or certainly has higher ‑‑ better linkage, I should say, to the cost rather than a physical type of driver, such as number of bills or number of lines.


So that's our rationale for the collection services.


The second key component is a bill production and payment item which, there, we've used a more -- I would term a physical measure as to number of pages from the ‑‑ that the third parties will occupy.  And that cost driver is 25 percent.


And then the final item that Mr. McGill talked about earlier was the CIS fee of 2 cents per customer per year.


MR. BUONAGURO:  In your answer, you mentioned some of the other cost drivers that you may have considered.  Could you enumerate them again for me, for my question, my second question, which is:  What other cost drivers were considered, and how do these compare to the percentage of receivables?


MS. LAKATOS‑HAYWARD:  Right.  So the key ones are percentage of receivables, and then from kind of a physical percent perspective, number of pages in a physical bill, and a related concept would be number of lines on a bill.


MR. BUONAGURO:  Now, why wouldn't you use the actual cost per transaction?


MS. LAKATOS‑HAYWARD:  For the ‑‑


MR. BUONAGURO:  For cost driver.


MS. LAKATOS‑HAYWARD:  For the collection services?


MR. BUONAGURO:  Yes.  Well ‑‑ yes.


MR. McGILL:  Because we don't pay for that service on a transaction basis.  We have no viable means of determining what the cost is per transaction.


MR. BUONAGURO:  Now, the last question in that series is -- actually, it's just a confirmation question.


In your material you talk about ‑‑ oh, sorry.  It's not.  I've mixed up questions.


You're telling me that you can't figure out a fully allocated cost per transaction; so you can't tell me what the ratepayer benefit would be on that basis?


MR. McGILL:  I'd have to make an assumption as to how to define a transaction.  So in one of the other questions that you've got in here, if I take a look at the entire business process of meter, what I would call the revenue cycle, read the meter through collecting the account and answering customer inquiries in between, you know, I would have ‑‑ we'd have to come to some kind of consensus on what constitutes a transaction.  


So every time we enter a meter reading into the system, would that be a transaction?  Every time we estimate a meter reading, is that a transaction?  Every time we adjust an account, is that a transaction?  


So before you could even get on to that discussion, you would need to vet all those considerations and figure out exactly how you wanted to develop that as an allocator.


MR. BUONAGURO:  So would the short answer be that that exercise hasn't been done?  The exercise, however onerous, of figuring out what the fully allocated base ‑‑ what the fully allocated costs based on transactions costs would be has not been done?


MR. McGILL:  No, it hasn't.


MR. BUONAGURO:  Now, that, as I understand it, is partly because you're dealing right now with ABSU.  Would that be different with respect to the new CIS, where you have control over all the information?


MR. McGILL:  Well, we would have a different business model, a different cost structure.  It would be a considerable exercise to go through and attempt to develop a model that would give us costs per transaction.


MR. BUONAGURO:  Could it be done, though?


MR. McGILL:  Yes, it could be done, but it would have to be done based on a certain set of assumptions, just like any other cost study.


MR. BUONAGURO:  All right.  Actually, I think a good place to jump to a question, VECC question number 5.  I think I maybe will ask you to do that exact thing.  We asked you to provide the equivalent CIS access fee under certain assumptions:  One, a CIS capital cost of $120 million and EGD's assumed amortization for CIS; and then assume an estimate of fully allocated CIS per customer; and then assume an estimate of a fully allocated cost per bill transaction.


MR. McGILL:  Yes, and I have some information with respect to these items.  If you want me to run through them, I will.


MR. BUONAGURO:  Sure.


MR. McGILL:  So with respect to (a), part (ii), right now, based on a ten‑year amortization of CIS, O&M costs, depreciation, return on tax, we're looking at approximately $26 million a year as the cost‑of‑service impact of closing that asset to rate base in 2009.


So if we take that and go with some information that came out of the CIS RFP process, it would work out to roughly about $650,000, is the portion of that $26 million per year that you would allocate to Open Bill.


MR. BUONAGURO:  That's for 5(a)(i)?


MR. McGILL:  Yes.


MR. BUONAGURO:  What about the next two, the first one being an estimate of fully allocated CIS costs per customer?


MR. McGILL:  Well, if I'm just going from this, if I'm assuming in 2007 we have roughly 1.8 million customers, the amortization costs of the new ‑‑ depreciation, O&M depreciation, return on tax of 26 million divided by 1.8 million customers brings you back about $14 million ‑‑ or, pardon me, about $14 per customer per year.


MR. BUONAGURO:  All right.  And then the third part, assume an estimate of a fully allocated cost per bill transaction?


MR. McGILL:  And, again, I come back to this per‑bill transaction.  We'd have to come to some kind of understanding as to what that means, if we were to attempt to use it as some kind of quantification tool.


MR. BUONAGURO:  And then the last part of that question, 5.  What are the impacts of third‑party billing and collection on annual customer care costs in total, including call centre and bad debt allowance costs?  


And that's with the overall assumption that we're talking about the replacement of the current CIS service with a new service.


MR. McGILL:  My notes say Kerry responded to this part.


MS. LAKATOS‑HAYWARD:  Okay.  So the program is projected to lower customer care costs by the ratepayer benefit, and that's the $3.5 million, based on that shared bill.


All services that are required to support the program included in the call centre support are included in the ongoing cost of the service, and that was part of the scope that we asked ABSU to cost out for us, and that was priced at the 42 cents a bill.


And then the final component, with respect to the bad debt, the receivables guarantee of 99.5 percent, our projection is that from both the revenue and a cost perspective, this will be a flowed‑through item and that we'll be collecting about a million ‑‑ $1.5 million.


MR. BUONAGURO:  Now, I'll jump back up to VECC question number 2.  The reference there is Exhibit D1, tab 11, schedule 

17, slide 11.

      And the first part is a confirmation.  In the material, you say that if you were to use 7.5 percent of receivables to help you get the CIS related costs, the costs would be 1.3 million rather than 355,857.

     MR. McGILL:  Assuming 2007 CIS service fee of about 18 

million, yes.

     MR. BUONAGURO:  And then we ask:  If the actual costs were allocated on a per-line basis or per-transaction basis, what would the fully -- or per-transaction basis, what would the fully allocated costs be? 

     MR. McGILL:  Well, the -- There's a couple of issues here, but based on the application of the accepted, fully allocated costing methodology, there wouldn't be any cost on a per-line item basis allocated to the service.

     MR. BUONAGURO:  For clarification, when you say "on accepted, fully allocated" -- or allocation methodology, you mean the RCAM -- 

     MR. McGILL:  Yes.

     MR. BUONAGURO:  -- as you've applied it?

     MR. McGILL:  Yes.

     MR. BUONAGURO:  You know, that's a good question.  Good time to ask this other question.

      There was talk, or there were some questions about the fact that the consultative had asked you to do an independent, or get some sort of independent review of the cost allocation to see what this fully allocated costing would look like.  And I think the response was that you guys did it internally; Enbridge did it internally?

     MS. LAKATOS-HAYWARD:  That's correct; yes.

     MR. BUONAGURO:  Who are we talking about?  Who did the costing internally?

     MS. LAKATOS-HAYWARD:  I did the work in consultation with our financial analysis group.

     MR. BUONAGURO:  Somebody in particular?

     MS. LAKATOS-HAYWARD:  Sagar Kancharla.

     MR. BUONAGURO:  Sorry?

     MS. LAKATOS-HAYWARD:  Sagar.  Sagar Kancharla.

     MR. BUONAGURO:  And his position?  Or his or her position?

     MS. LAKATOS-HAYWARD:  Sorry.  Subject to check, manager of financial studies or financial assessment.

     MR. BUONAGURO:  The third part of that question was:  Why is the third-party billing and collections service a utility service, as described in your proposal?  Then we ask you to articulate the other rationale or reasons for your position.  

     MR. McGILL:  Yeah.  I think there's sort of two parts to this answer.  One is that the primary reason for the company coming forward with this service offering is because it supports load growth and retention for Enbridge Gas Distribution.

      The other part of the response is that... and I've got to find the reference here... is that in the Board's last rate decision, with respect to the sharing of the Enbridge bill, the Board indicated that:

"Enbridge must maintain and demonstrate effective control over its billing and any sharing which takes place on the bill it uses.  The Board does have jurisdiction over the regulated debt activities of Enbridge, how Enbridge charges for its services and its billing arrangements.” 

Then it goes on to say:

"The values which others derive from sharing access to the bills associated with sharing access with utility charges." 

So, based on the Board's statements in the last decision, we believe that it's appropriate to treat this program as a utility program.

     MR. BUONAGURO:  I guess the last part of that question was:  If the third-party billing and collection service was a non-utility service, would Enbridge use incremental or fully allocated costing for any or all components of the service?

     MR. McGILL:  We would use the exact same costing methodology that we have applied, the fully allocated costing methodology as set out in the RCAM.  So the result, in terms of the cost elimination from utility cost of service would be the same.

      Plus, there would be, if this was removed from the utility, there would be no earnings sharing.  The net benefit to the ratepayer would simply be the amount of utility costs eliminated.

     So the ratepayer benefit would be less.

     MR. BUONAGURO:  Moving on to VECC question number 3.

     MS. LAKATOS-HAYWARD:  Sorry, if I just might jump in.

     MR. BUONAGURO:  Sure.

     MS. LAKATOS-HAYWARD:  Mr. Bourke was kind enough to, for the record, just give me Mr. Kancharla's official title, which is manager of financial and economic assessment.

     MR. BUONAGURO:  Thank you.

     MR. McGILL:  Let the record show.

     MR. BUONAGURO:  VECC question number 3, and the reference is Exhibit D1, tab 11, schedule 23, slide number 5.

      The first question is actually a confirmation that the 25 cent per customer per year share of bill charge per the ECSI/CWLP Accenture shared services agreement is actually an incremental cost analysis?

     MR. McGILL:  It's the chart set out in the contract that we have with CWLP for the CIS service for the  addition of a miscellaneous line item to the bill.

     MR. BUONAGURO:  So it's incremental to the CIS as a whole?

     MR. McGILL:  I don't know if that's the... I don't know if that's the correct way to characterize it.  It is the charge set out in the contract for adding another miscellaneous line item.  If -- it would apply to any line item.  If we were to bill for damages to a main using the customer billing system, for example, instead of our sundry account billing system, we would pay an incremental 25 cents.

     MR. BUONAGURO:  But this particular 25 cents is added solely for open bill access and has nothing to do with the rest of the CIS system; this particular 25 cents is for open bill access, and if you didn't have open bill access this 25 cents it would not be part of the contract.

     MR. McGILL:  Well, it would be part of the contract, and the reason it is in the contract is in the event that we -- when we wrote the contract we expected that contract would have been in place for 12 years and three months, if I remember correctly.

      So we wanted to make sure that we had some kind of provision in that agreement to facilitate something like this, or other things that might have come along over the life of that agreement.

     MR. BUONAGURO:  I understand that.

     MR. McGILL:  Yeah.

     MR. BUONAGURO:  But this... in this case, this particular 25 cent -- the particular use of that provision is for open bill access, and if you didn't have open bill access you would remove the 25 cents charge -- in this case?  You might use it for something else --

     MR. McGILL:  For the open bill costs.

     MR. BUONAGURO:  Yes.  Thank you.  And then the next three questions were asking for a cost of particular items.  First, we ask for the fully allocated cost of adding a line to the bill.

     MR. McGILL:  And I don't know what that would be.  In order to add a line item to the bill, we would have to go back to CWLP Accenture with a change order request or work request to have them cost out what the cost would be of adding a line item as specified to the bill.

      And that cost would vary with respect to the nature of that line item; the complexity around the calculation of the charge; the data storage requirements.  All that would have to be specified in that work request or statement of work.  And they would come back with a cost with respect to adding that feature to the billing system.

      So, without knowing the specifics, it's not possible to answer the question.

     MR. BUONAGURO:  In an effort to shorten things, is that the kind of answer you want to give for the next two questions, the fully allocated costs of adding a colour logo to the bill and the fully allocated cost of adding pages to the bill?

     MR. McGILL:  Yeah.  With respect to Part C, it would be the same answer, with respect to the colour logo.

     With D, the cost would be the incremental cost of the additional pieces of paper that would be required.

     MR. BUONAGURO:  Now, with respect to B and C and the problems that you outlined, those are problems, I think, that are specific to the interim solution because you're dealing with ABSU and CWLP?

     MR. McGILL:  Yes. 

MR. BUONAGURO:  And you wouldn't have those problems, necessarily, with the new CIS, but I don't think you've done it, because you're not there yet?


MR. McGILL:  We haven't built it yet.  We have a cost estimate for what it's going to cost to build it.  We're in the process right now of completing that RFP process with the two system integrators that have bid on the job.  And we are working with them now to determine the final system requirements with respect to all the features and functions of that customer system, including these.


MR. BUONAGURO:  Moving on to VECC question number 4.  The reference is Exhibit D1, tab 11, schedule 16, page 2, and another reference:  D1, tab 11, schedule 17, page 4. 


 We asked you to reconcile two instances of a number of customers in forecasts. 


 The question reads:  

“The references indicate different customer numbers for calculation of costs and revenues for receivables and bill inserts, and these numbers appear to be different to the forecast for 2007 in the main evidence.” 


 Now, you referred to this when you were speaking to Mr. Shepherd on a related matter, but I don't think you got the full answer out.


 I'll just read it for the record, and then you can answer.


MS. LAKATOS-HAYWARD:  Certainly.


MR. BUONAGURO:  Part A was:  “Please reconcile the different customer numbers forecast for 2006 and 2007.” Part B was:  “Provide the correct forecast number for monthly billed customers for 2006 and 2007.”  C was a request that you “amend the calculation of costs and revenues for each of third-party billing and collection service and bill insert service using the correct forecast numbers of monthly billed customers.”


MS. LAKATOS-HAYWARD:  With respect to the first question on the reconciliation, the two numbers provided, really, are two distinct and separate things.  The first reference, D1, tab 11, schedule 16, page 2, that 1.626 million customers.  That represents the total number of residential Rate 1 customers as of November 1st, 2006.


 That number is in reference to the bill inserts.


 So what are the total number of residential customers who, notwithstanding that there are a small portion of customers who do not wish to receive marketing inserts but with the exception of that, would receive bill inserts?


 That's the first usage of that.


 The second refers to D1, tab 11, schedule 17, page 4.  This is the company's forecast of shared customers.  The shared customers are 1.423 million customers.  That's in reference to the billing and collection service.


 In that regard, I think they're two different numbers used for two different forecasts.  We don't believe that there is anything to reconcile and that the forecast is correct.


MR. BUONAGURO:  We understand those numbers for 2006.  How does this affect the forecast for 2007, for, for example, the 1.626 is a 2006 number, but I think your forecast is higher.


MS. LAKATOS-HAYWARD:  For the bill inserts, yes.  We could probably update it for our 2007.  Again, just to come back to the forecast, that all of the costs and the revenues are flowing in to the variance account.  And so if there is incremental revenue associated with that, it will get captured.  But we could certainly, if it's helpful for the bill insert, update that for our 2007 number.  The 1.423 million customers, we tried to show in that spreadsheet how we got to a 2007 number using our best estimate of how many DE customers, how many additional customers.  So we believe that number is accurate.


MR. BUONAGURO:  You've offered to do the update, I think, in Part C, if you want to take a look at it again.


MS. LAKATOS-HAYWARD:  In that regard, for schedule 6, which was the overall summary, we could look to update, I guess it would be table 1 and table 3, in reference to the bill insert for the 2007 residential customers.


MR. BUONAGURO:  And with respect to the third-party billing and collection, you're saying that it's based on what you think is your best estimate?


MS. LAKATOS-HAYWARD:  Yes, because that's the 1.423 million customers.


MR. BUONAGURO:  We'll take that undertaking on the bill inserts.


MS. LAKATOS-HAYWARD:  Thank you.


MR. BATTISTA:  That will be undertaking JT13.


UNDERTAKING NO. JT13:  TO UPDATE BILL INSERT SUMMARY


MR. BUONAGURO:  Question 5 I've asked.  So skipping down VECC question number 6.


MS. LAKATOS-HAYWARD:  Sorry, are we on undertaking 12?
MR. BUONAGURO:  13.


MR. BATTISTA:  12 was the insurance.


MS. LAKATOS-HAYWARD:  Okay.


MR. BUONAGURO:  Moving on to VECC question number 6, 

and the reference is Exhibit D1, schedule 6, paragraph 12.  

The first part:  

“Why is 50/50 sharing of net revenue from third-party billing and collection service appropriate given that as structured it is the utility service,” which is your position, “and utility resources are used to provide the service?  Please provide your rationale and any other precedents that the company relies on.”

MS. LAKATOS-HAYWARD:  There are a couple of precedents for net earnings being split 50/50 between the shareholders and ratepayers, and the first one was in EB-2005-0001.  And that was the TAPS program, I believe, between EGD and Toronto Hydro Electrical Services Limited.  And that was approved in that rate case.


 Then a further precedent in the generic DSM hearing, EB-2006-0021, with respect to 15.3.  What incentives, if any, should be paid for electric CDM activities, and the Board's decision indicated that the Board notes that there was no opposition by intervenors to the institution of 50/50 net revenue split proposal and the Board accepted the proposal as reasonable.


 MR. BUONAGURO:  Part B asks whether your answer to A is related to the costing of the service, and if so could you explain.


MS. LAKATOS-HAYWARD:  Our proposal has been costed using fully allocated costs, and if further costs were layered on or the cost structure changed, altering the risk structure and reward component for the company -- or, sorry, we'd have to look at the reward component to see what would be appropriate in that case.


MR. BUONAGURO:  In one of your earlier answers, you told me that would be no difference in how you costed it, whether it was fully costed or -- I can't remember the exact words.  But I proposed to you a different scenario, and you said it wouldn't change the way that the costing was done.


The fact that you --


MS. LAKATOS-HAYWARD:  I'm sorry.


MR. BUONAGURO:  Yes.  I'm struggling to remember, exactly, your answer.


MS. LAKATOS-HAYWARD:  I too.  It's late in the day.  I apologize.


MR. McGILL:  The question was, whether the program was in the utility or treated as non-utility, would the costing methodology have been different.  The answer was no, we would have applied the same costing methodology to it.


 These questions in number 6 go to the earnings-sharing mechanism and why 50/50 is appropriate.


 MR. BUONAGURO:  Why it tweaked in my mind is because it suggests to me that if the costing would be done the same either way from your view, then the costing doesn't seem to have a bearing on what you think the appropriate shareholder benefit should be.


MS. LAKATOS-HAYWARD:  Maybe to elaborate on my answer, the program has been allocated on a fully allocated cost perspective.  If additional costs were layered on on top of that to reduce the overall net earnings to the company, then, yes, we would seek to look at a different earnings sharing mechanism.  And as my colleague indicated earlier, and one of your questions was, if this was a non-utility program, would you still cost it to fully allocated costs?  Yes, and that's what we've done as a utility service.  But as a non-utility program, there would be no earnings sharing with the ratepayers.


In that regard, we believe that we have been fairly conservative.


MR. BUONAGURO:  You mentioned in your answer additional costs layered on top.  I don't understand that. If costs have already been fully allocated, where would the other additional costs come from?


MS. LAKATOS-HAYWARD:  I think it's always the eye of the beholder.  The company has -- its position is that this is fully allocated.  But if other parties come forward and say, no, you need to also include these costs, that would obviously impact the net earnings to the program.


MR. BUONAGURO:  I understand.  The last part of the question is, why would not 90/10 sharing in favour of the ratepayers be more appropriate?  The obvious precedent is the recent NGEIR decision with respect to storage services.


MS. LAKATOS-HAYWARD:  In that regard we believe that the small amount of net earnings available as it is would be an immaterial amount to attract management effort to optimize the program and to create new and innovative services.  I think we did spell that out in our initial evidence, at D1, tab 11, schedule 1, page 11.  And it's paragraph 32.  

Just for the sake of time, I won't read the full reference.  The key thing is there is that we're developing the Partnership with ratepayers.  We're looking to bring forward new programs, services which are of benefit to the ratepayer.  Accordingly, the company wants a viable earnings sharing of that amount.


MR. BUONAGURO:  In some of your answers earlier, you mentioned the RCAM methodology.  Could you provide your understanding of the basic principles of the RCAM methodology as it was applied?


MR. McGILL:  Yes.  The RCAM methodology speaks to direct costs, indirect variable costs and indirect fixed costs.  The category of costs we're talking about here is indirect fixed costs.  Those are costs that are incurred for two or more cost objects but do not vary in relation to the existence of their associated cost objects.


These costs would not exist at all if the cost objects they supported didn't exist.  There's a direct causal relationship to the cost objects supported as a group.


So where fully distributed costing is being employed, the indirect fixed costs should first be allocated to the group of cost objects that caused the costs to be incurred.


For example, it's the existence of EGD as a gas distribution utility that causes the customer care costs to be incurred.


That's where those costs should be allocated to.


Then it goes on with respect to the treatment of the direct costs, and those are the direct costs associated with the cost objects.


Basically, what the methodology is saying is, if the costs would have been incurred regardless of the additional cost object, then those costs shouldn't be allocated to that additional cost object.


MR. BUONAGURO:  First of all, I can't help but notice that you're reading a lot of that from a particular reference, and you actually refer to it as it goes on.  Can you tell me what you're reading from and provide a copy?


MR. McGILL:  I am reading from the Deloitte consulting report, “Enbridge Gas Distribution Inc. Review of Corporate Cost Allocation Methodology,” dated April 7, 2004.  That is marked as Exhibit EB-2005-0001, K9.2, page 50 of 751.


MR. MATTHEWS:  Can you read the entire document for us?  Let’s stop for a break first.  



MR. McGILL:  If you like.


MR. BUONAGURO:  The second part, is this the document that Kerry used when she was working with the financials?


MR. McGILL:  It's the principles included in this document of what has been applied to the costing methodology that's been applied to open bill.  And I think, in fact, based on allocating 25 percent of the collection costs associated with incremental receivable and the billing production costs based on the number of pages in the bill, we've probably allocated more costs to open bill than what a strict adherence to this document would provide for.


MR. BUONAGURO:  Maybe I can ask Kerry.  You used that study?


MS. LAKATOS-HAYWARD:  No, I did not.


MR. BUONAGURO:  No?


MS. LAKATOS-HAYWARD:  But I think Steve is correct.  When we look at the definition of the RCAM methodology and the bill production, we should be looking at what will be the incremental cost to produce that page, because all those -- in bill production, third-party charges are on a separate page.  We did talk about the stationery cost of the extra page.  The extra ink.  Any extra mailing.  But we have taken, obviously, a very overconservative approach and probably allocated too much.


MR. BUONAGURO:  I won't respond to that.

It begs the question, though:  If you didn't use that, what did you use in terms of your guide?  Did you use a different RCAM Handbook?  


MS. LAKATOS-HAYWARD:  No.  It was in discussion with our financial analysis group, who probably -- and myself included, are not overly familiar with the RCAM methodology.  And certainly some of the direction from the consultative in putting together the bill production costs, that was what was suggested that we used.


MR. BUONAGURO:  Sorry, it was suggested to you by the?


MS. LAKATOS-HAYWARD:  Discussions from our financial analysis group, and then, in going through this with the consultative group, didn't seem to get a lot of objections.  But that's neither here nor there.  


MR. BUONAGURO:  I don't mean to interrupt, but I'm pretty sure that the consultative group didn't mention RCAM, because we were all a little surprised.


MS. LAKATOS-HAYWARD:  No, not RCAM, but when we went through, in a couple of sessions, describing how we did the cost study, we explained what the cost drivers were, how we came up with it.  And there weren't, with respect to the bill production, as I recall, a lot of alternatives offered as to, you should look at this or you should look at that.


It's come to my attention later, especially in conjunction with the CIS, I think that's where this issue started to be explored on a more fulsome basis, that we have been somewhat not consistent here, and certainly from when we look at corporate costs allocation, we allocate costs one way, and here we're allocating costs in a different way.  So it's great for the ratepayer, for sure.  But I want to point out that we probably have been overly conservative on the bill production numbers.


MR. BUONAGURO:  I'm still struggling to figure out who told you to use RCAM.


MR. CASS:  Michael, I think she has said repeatedly that she didn't use RCAM.  What she is explaining to you is that in the comparison to RCAM, that that indicates that the way she did do it was overly conservative.


MR. BUONAGURO:  Okay.  
     MS. LAKATOS-HAYWARD:  That's correct.  In the 3.5 million dollars, we've used this cost driver of physical number of pages, which is not -- would not be consistent with RCAM, and RCAM would suggest that, you know, you're going to put out a bill already.  

And Steve, jump in if you want to.

     MR. McGILL:  If we had adhered to RCAM, strictly adhered to RCAM, we would have allocated less costs to the open bill initiative.

     MR. BUONAGURO:  Can you tell me how you -- well.

     MR. McGILL:  Well, and it goes back to what I --

     MR. BUONAGURO:  Okay.

     MR. McGILL:  -- described out of this document, is that what that methodology calls for is a distinction between costs that the company would have incurred regardless of whether you did open bill or not.  And that if those costs would have been incurred without open bill, that you don't allocate them to open bill.

     MR. BUONAGURO:  I'll ask one question, though, just to clarify.

      So nobody actually sat down with a book and said, let's RCAM this; it's just, after you did an allocation, you compared it to what you thought RCAM might do, and you thought, that's pretty good.

     MR. McGILL:  Yes.

     MR. BUONAGURO:  That's what happened?

     MR. McGILL:  Yes.

     MR. BUONAGURO:  Okay, thank you.

     MR. MILLAR:  Mr. Buonaguro, I'm sorry to interrupt.  I'm just wondering now what your timing is like.  I see we're starting to get close to 6 o'clock, and there's only so long we can impose upon the court reporter.

     MR. BUONAGURO:  I'm almost done.

     MR. MILLAR:  You're almost done?

     MR. BUONAGURO:  I'm on VECC question number 7, and that has to do with customer research, which has been dealt with by Mr. Shepherd.  And VECC question number 8 is also with respect to customer survey research.  And I only have -- the one part that's niggling on my head, is, I want to be sure.

      This is with reference to the 2 percent of customers who recognized a particular vendor, or, sorry, a particular insert, and I wasn't sure if that was 2 percent of the 21 percent, for example, who actually recognized that there was new inserts or there was 2 percent of the total number of inserts that were sent out.

     MS. LAKATOS-HAYWARD:  Yes, it's 2 percent of the 21 percent.

     MR. BUONAGURO:  Right, so of the 1.6 -- or is it 1. --

     MS. LAKATOS-HAYWARD:  Million.  1.6 million customers that did receive the insert.

     MR. BUONAGURO:  So it's 2 percent of 21 percent of that that actually recognized that they got a Carrier insert?

     MS. LAKATOS-HAYWARD:  That's right.

     MR. BUONAGURO:  And that's subject to whatever your other answers were with respect to customer research?  Thank you.


Moving on to VECC question number 9.  This question asks you about the opt-out with respect to bill inserts.


Basically, you made it very clear in your material 

with respect to opt-outs that you won't be giving inserts to people who have indicated to Enbridge that they're going to opt out.  

And my question has to do with:  What are you going to tell customers that they can opt out of bill insert service, and what you're doing to advise them of the process.

     MR. McGILL:  I guess we can send them a bill insert.

     MS. LAKATOS-HAYWARD:  Of course if they don't want the marketing inserts, they, you know...

     MR. BUONAGURO:  It's a vicious cycle.

     MR. McGILL:  If they don't read them, they keep getting them...

     MS. LAKATOS-HAYWARD:  You know, in regards to that, the process is, we answered part of that in I24, 74.  But there the customer calls into our call centre and advises us that they no longer want to receive the marketing inserts.  So we put a little bit of a stop order on that so they no longer get those inserts.

      All inserts in regards to pipeline, the safety notices, the rate notices, they obviously continue to receive.  

So that's the current process, and we don't contemplate having a more -- or any additional parts to that process.  There are, as we had talked about with Mr. Shepherd, a customer communication strategy.  There are a number of changes, obviously, that are going to occur to the bill with respect to the format, the third-party inserts, and also other parties on the bill, potentially.  And so the company would communication to customers all these changes going on in the bill.

     So they'll be more aware and educated as to what this is all about.

     MR. BUONAGURO:  That sounded to me like nothing specific yet, but that may be part of this customer communication strategy and you're working on it?

     MS. LAKATOS-HAYWARD:  Yes.

     MR. BUONAGURO:  All right.  And my last question had to do with a customer confusion between safety and other inserts, and I believe you dealt with that with Mr. Shepherd.

      But that brought up this question about the customer communication plan.

      Is that somebody -- I don't recall it being part of the Open Bill Access consultative.  Is that something that's going to be dealt with in the consultative?

     MS. LAKATOS-HAYWARD:  The customer communication plan?

     MR. BUONAGURO:  Right.


[Witness panel confers] 

     MR. BUONAGURO:  I can tell you I sort of expected it would, from a ratepayer perspective.

     MS. LAKATOS-HAYWARD:  Yeah, I mean, sorry for the delay.  It's obviously a question that's just posed and I'm just trying to think through.

      Our public and government affairs are controlling, or putting together, that communication strategy.  If it's helpful, we can certainly share that communication strategy with the consultative; but, you know, as we've reiterated a number of times, we'll certainly seek to gain input but, you know, the company does reserve the right to control its bill and final -- how it manages the bill.

     MR. BUONAGURO:  But in that respect, that, I think you  indicated to Mr. Shepherd that all that will be available after the hearing and after, presumably, the Board has ruled if it goes to hearing, on open bill access.  So it sound like we won't know for sure what you're going to do in terms of customer communication until after open bill access and bill inserts are either a fait accompli or rejected.

     MS. LAKATOS-HAYWARD:  Well, I guess the challenge that we have is that we are now a week before, maybe -- depending on when this panel sits, a week before the hearing starts.  So it's a question of time.  

The company is more than prepared to keep working with the consultative group outside of the hearing process to further develop these, you know, service issues or rules or processes, and that would be the forum that we would look at the communication plan.

     MR. BUONAGURO:  All right.  That's fine.  Thank you.  Those are my questions.

     MR. MILLAR:  Thank you, Mr. Buonaguro.  Mr. Matthews, I'm going to have to insist we finish up by 6 today.  Is that going to be a problem?

     MR. MATTHEWS:  I don't think so.

     MR. MILLAR:  Okay, thank you.

     MR. MATTHEWS:  I had a couple of 30-part questions but I'll defer them to cross-exam.

     MR. MILLAR:  I was going to suggest, if you'd like, Board Staff having them answered in writing, but - if you didn't finish by 6 - I think it's best everyone's on the same page with regard to oral questions.  So I'll just...

     MR. MATTHEWS:  Thank you.  I'll be quick.


QUESTIONS BY MR. MATTHEWS:
     MR. MATTHEWS:  Just a couple of follow-up questions, one was with regard to the non-utility treatment of this program.  If you were to do it as a non-utility program, I would understand that there would be no ratepayer benefit.  You mentioned sharing, Mr. McGill, but I would imagine 

there would be no ratepayer benefit; all the proceeds would go to the shareholder?

     MR. McGILL:  That's correct.  We wouldn't be proposing a gain-sharing mechanism if it was treated as non-utility.

     MR. MATTHEWS:  And there would be no approval of the fees?

     MR. McGILL:  Yes.  That would be my understanding.

     MR. MATTHEWS:  It would be treated as a competitive activity, but conducted within the framework of the company?

     MR. McGILL:  Yes.

     MR. MATTHEWS:  Thank you.  With respect to Mr. Shepherd asking you about market comparators, and you talked about a 25 cent bill, and you also talked about looking at newspaper circulation when you were talking about the inserts.

      Did you look at postal walks at all?  Like, what the post office charges to deliver to a specific postal code?

     MR. GREEN:  No.

     MR. MATTHEWS:  We provided two written questions.  The first one deals with a comparison between what was being charged for a standalone bill last year, I think it was 72 cents, and what is being provided this year as a bill, an 87 cent charge.  And we asked for a breakdown, a cost breakdown between those two charges.  Has that been prepared?

      Can we just take an undertaking on that for expedience?


[Witness panel confers]

     MS. LAKATOS-HAYWARD:  Before we take an undertaking, perhaps this answer will suffice.  The company 

believes that this is an apples-to-oranges comparison.  And the 87 cents refers to the all-in costs, and when we look at the scope of Open Bill Access services, it's everything from the account set-up, the bill production, the call centre support, the credit and collections management.

     MR. McGILL:  The bad debt.

     MS. LAKATOS-HAYWARD:  The bad debt.  The 72 cents is the bill production cost only.  And that's a standalone bill for EGD.

      So, really, they're not directly comparable, they relate to different services; and so in that regard we don't believe that the conclusion drawn is correct.

     MR. MATTHEWS:  So how do you compare just on bill production costs alone?

     MS. LAKATOS-HAYWARD:  How do we compare...

     MR. MATTHEWS:  On bill production costs alone.

     MS. LAKATOS-HAYWARD:  ...for the 87 cents?

     MR. MATTHEWS:  Between last year and this year.

     MR. McGILL:  I believe we're paying about 74 -- for an 

EGD-only bill, we would have been paying 74 cents per bill.  

And that includes printing, inserting, stationery, postage, 

and payment processing.

     MR. MATTHEWS:  Thank you.  The second question deals 

with the start-up costs on Open Bill Access, which are, I 

believe, at D1, T11, schedule 23, page 8, are shown as 

$610,000.  And that's based on a start-up cost per bill of 9 cents.

      So we're wondering, and that's shown in the breakdown 

of the 87 cents.  And we're wondering, on a per-bill basis, 

if we were to take that 9 cents and multiply it by 16 

million bills per annum, we'd get 1.4 million, 1.44 

million.  Can you explain the difference there?

     MS. LAKATOS-HAYWARD:  Just give us one second.

     MR. MATTHEWS:  Again, we'd be happy to take an undertaking.

     MS. LAKATOS-HAYWARD:  Yeah, that's fine.  Why don't we do that.

     MR. BATTISTA:  That will be Undertaking JT14.  And it will be described as?

MR. MATTHEWS:  Question 2.

     MR. BATTISTA:  A further response to question 2 of 

Direct Energy.

     MR. MATTHEWS:  Correct.

     UNDERTAKING NO. JT14:  A further response to 

Question 2 of Direct Energy. 

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

     MR. MILLAR:  Thank you very much, Mr. Matthews.  

     I think Mr. Battista had undertaken to tell the company which questions we will not require written responses to, so I'll turn the floor over to him.

     MR. BATTISTA:  Or we'll turn that around, and these are the questions that are still outstanding, given what's been covered already today.  

We would like an answer to question 1, question 2, question 3.1, question 3.4, question 4.4, 4.5, 5.2, question 6 (a), question 8, and question 9.

     MR. MILLAR:  Okay.  Unless there's anything else, I think that concludes today's Technical Conference.  

Thank you to everyone, and especially to Karin, our court reporter, who's been very accommodating with us today.  

And I guess we'll see you soon, unless there's anything further.  Thanks.

     --- Whereupon the hearing adjourned at 5:55 p.m.



















PAGE  

