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--- Upon commencing at 9:05 a.m.


MS. SEBALJ:  Good morning, everyone.  Welcome to the Technical Conference for the Ontario Energy Board's review of the Ontario Power Authority's proposed revenue requirement and proposed fees for 2007.  My name is Kristi Sebalj.  I am Board counsel.  David Richmond will be returning shortly, and Robert Caputo is also here with me.


My role today is to organize these proceedings, as well as the Board Staff will, as you know, have questions.


I'll set out the history and context and talk about scheduling for this morning and for tomorrow in a moment, but we should start by registering appearances.


APPEARANCES:

MR. CASS:  Fred Cass, counsel for the OPA.


MS. DEJULIO:  Gia DeJulio, with the OPA.


MR. POCH:  Would you like to go through the witnesses, Kristi?


MS. SEBALJ:  I assume you'll introduce them in a moment.  I was just wanting the parties in general.


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


MR. GIBBONS:  Jack Gibbons, Pollution Probe.


MR. MACINTOSH:  David MacIntosh, Energy Probe, and Tom Adams will be joining me.


MR. BARR:  David Barr, Ontario Power Generation.


MS. MANDAL:  Marina Mandal for APPrO.


MR. HARPER:  Bill Harper for VECC.


MS. GIRVAN:  Julie Girvan for the Consumers Council of Canada.


MS. KWIK:  Judy Kwik, consultant to the Power Workers' Union.


MS. SEBALJ:  I believe that's everybody.  

PRELIMINARY MATTERS:  

MS. SEBALJ:  Just so that -- anyone new to this room, the green button in front of you is your mike.  It does go on when you push it, although sometimes it takes a trained eye to see that it's on.


And if you don't mind, once you're through speaking, turning it off, because we do get interference.


Just by way of background, the OPA filed its proposed 2007 expenditure and revenue requirement and fee submission with the Board for review on November 1st.  That filing was pursuant to subsection 25.2(1) of the Electricity Act.  


The OPA is seeking the following approval from the Board:  Continuation of the registration fees paid by proponents on all competitive procurement processes as approved by the Board order in EB‑2005‑0489; approval of a usage fee of 0.372 dollars per MW hour; if necessary, interim approval of the usage fee effective January 1, and that, of course, was dealt with in Procedural Order No. 1; approval of its proposed 2007 revenue requirement of $57,023,000, which is comprised of its operating budget of $57.423 million less forecast revenue of 400,000 from registration fees; the approval of proposed 2007 capital expenditures of 2.885 million; the approval of the establishment of the 2007 retailer contract settlement deferral account; and all other necessary orders, directions and -- as needed by the Board.


The Board assigned file number EB‑2006‑0233 to this matter.


We're here today as a result of Procedural Order No. 1, which was issued by the Board on December 14th and called for a Technical Conference on Monday, January 8th, and to continue on Tuesday, January 9th, as necessary.


I also note that an Issues Conference was held on December 20th, at which all parties agreed to an issues list, and the Board approved that issues list.  It was provided in Procedural Order No. 2.


You will note that this Technical Conference today is being transcribed.  In fact, the court reporters anticipate it is a great deal of work, because they brought two today.  As I understand it, one of our court reporters is in training.


For that reason, I would ask that you speak clearly.  A transcript of today's proceeding will be made available to all parties electronically.  There may be a delay in the availability of the transcript, but I'll keep you apprised.  There is some technical difficulty with our court reporters being able to communicate with the outside world this morning, and that's an OEB technical difficulty, not a court reporter difficulty.


The purpose of this Technical Conference is to provide the OPA with the opportunity to present its evidence and for all participants to obtain further clarification on that evidence.  Although the Procedural Order did not require it, the OPA requested and some parties have provided advance written questions to the applicant and copied all other parties.


In particular, I've seen questions from APPrO, Board Staff, CCC, Energy Probe, GEC, the PWU, Pollution Probe, and VECC.


Are there any parties that have questions today that are in the room that I did not just mention?  I see none.


I didn't discuss with OPA counsel this morning whether you prefer to have people read their questions into the record or whether the questions should be marked as exhibits.  My preference for flow is to just have people read their questions into the record, but I'm in your hands on that.


MR. CASS:  I think that would be fine, Kristi.


MS. SEBALJ:  Thanks.


If the OPA is not in a position to answer any question today, Procedural Order No. 1 provides for undertakings.  Should the OPA give an undertaking, the undertaking response is required to be provided by Friday, January 12th.


In terms of the order of events, as I understand it, there is some conflict with the IESO Technical Conference which is scheduled for tomorrow, and I've had a request from counsel for APPrO to go first this morning.  And as I understand it, we have two panels.  The first panel is to address all issues other than CDM, and the second panel will be for CDM.


So once the CDM portion starts, I also understand that there are a couple of parties in the room that would like to go first to be able attend to the IESO proceedings tomorrow.


Is there anyone, other than Mr. MacIntosh and Mr. Gibbons, on the CDM portion that need to go ahead of time?


MR. GIBBONS:  Maybe just to clarify, I unfortunately cannot be here this afternoon, but I could do the CDM tomorrow.  That wouldn't be a problem for me.


MS. SEBALJ:  Okay.  And Mr. MacIntosh?


MR. MACINTOSH:  I have no questions on the CDM.


MS. SEBALJ:  Thank you.  Beyond those specific requests, is there anyone in the room that needs any special treatment due to the IESO conference tomorrow?  Okay.


As I understand it, the OPA does have a brief presentation for both of its panels, and so I suggest we proceed with the presentation for this morning, after which counsel for APPrO can proceed with its questions.


MR. LYLE:  Thank you, Kristi.  Before we get under way with the presentation, I did want to touch on two matters.  One is with respect to our update of evidence that was provided last Thursday evening.  I just wanted to make sure that everyone obtained that update of evidence.


You will see that the update focuses on two areas.  One is updating all of the financial tables in the evidence to provide our 2006 forecast.  The other area is to update the description of CDM and table of CDM programs.


Then before I proceed with the brief presentation, perhaps I can introduce what we're calling the non‑CDM panel, which will address strategic objectives, number 2 through 5, that are highlighted in our evidence.


ONTARIO POWER AUTHORITY - PANEL 1 (NON-CDM):

Mike Lyle; John Steen; Brian Hay; Jason Chee-Aloy; Jill Medley; Colin McGregor; Neil Freeman

MR. LYLE:  My name is Mike Lyle.  I'm general counsel.


MR. STEEN:  My name's John Steen.  I'm director of finance business services.


MR. HAY:  My name is Brian Hay.  I'm director of corporate communications and public affairs.


MR. CHEE-ALOY:  My name is Jason Chee‑Aloy, director of generation development.


MS. MEDLEY:  My name is Jill Medley.  I'm the director of program administration.


MR. MCGREGOR:  I am Colin McGregor, director of human resources for the OPA.


MR. FREEMAN:  I am Neil Freeman, director of planning policy and approvals, power system planning.


MR. LYLE:  And just to clarify, Ms. Medley reports to Paul Shervill and will be speaking to the standard offer program which is embedded in Strategic Objective No. 3 and Strategic Objective No. 4.  


I'll start then with the presentation, which will be very brief. 


Next slide, please. 


PRESENTATION BY MR. LYLE:

MR. LYLE:  As you know, the OPA in August underwent a reorganization, and the focus of that reorganization was to address CDM. 


 The next panel will be able to answer questions with respect to the rationale for that reorganization. 


 I wanted to go briefly through the new organizational structure in order to provide people with context in understanding the evidence for this morning. 


 Starting in the middle of this chart, on the left-hand side you will see reference to the chief energy conservation officer, Peter Love.  I'm afraid it's a little blurry.  Peter remains the chief energy conservation officer responsible for the Conservation Bureau, and as indicated in the evidence, the Conservation Bureau’s responsibilities are more focused than they were previously.


 Going along that column, then, moving to the next orange box, is Mary Ellen Richardson, who is now the vice-president of conservation programs and external relations.  Mary Ellen was formerly the vice president of corporate affairs.  In her new role she is responsible for CDM program design and market research and conservation awareness.  She retains responsibility with respect to corporate communications.  However, you'll see in the rest of this organizational chart that the other former corporate affairs functions have been moved out around the organization.


 Finance and business services now reports to Paul Bradley, as does the information systems group.  And myself and Colin McGregor, the director of human resources, now report directly to Jan Carr.


 Moving to the middle of that column, Paul Shervill is directly responsible for program operations and sector development.  Paul was formerly the vice-president of electricity sector development.  He is now responsible for conservation program delivery, the conservation fund, and he remains with his earlier responsibilities related to the standard offer program, sector development and the technology fund.  


So you'll see that Mary Ellen Richardson has responsibilities primarily related to strategic objective 1, CDM, but she also with the corporate communications function has responsibilities related to strategic objective number 5, which is support.


Mr. Shervill has responsibilities related to three strategic objectives, strategic objective 1 being CDM; strategic objective 3 being generation, and in particular the standard offer initiatives; and strategic objective 4, being sector development and the technology fund.


 Moving then along the chart.  The vice-president of electricity resources and administration is Paul Bradley.  Paul was previously vice-president of generation development.  He retains his responsibility with respect to generation development, and as I indicated is now responsible for finance and business services and information systems.  


 So Paul's focus, then, is with respect to strategic objective 3 and strategic objective 5.


 And finally, then, Amir Shallaby remains the vice-president of power system planning, and that is strategic objective number 2.


 Move to the next slide.


 This is an overview of the operating budget by strategic objective, and you will see that in light of the OPA's challenging mandate with respect to CDM, the significant increase in our budget is focused on strategic objective number 1.  You will see that if you take out the support functions and the contingency fund, that over 50 percent of our operating budget relates to strategic objective 1.


In addition, in strategic objective 2, you will see there is a significant increase, and that reflects the fact that this is a year where it's anticipated that the ISIP will be filed with the OEB, and that that proceeding will take place before the OEB.


 Moving to the next slide, this is the operating costs broken down by major expenses and you'll see here in the right-hand column we now have the 2006 updated forecast.  You will see that we are over our 2006 operating budget by $2.2 million.  And I should indicate that it's our projection that we are over budget by $2 million with respect to strategic objective number 1, being CDM.


 Now, I don't really know that I need to touch on this slide, as I think Kristi's done a good job of touching on all of the areas where we're seeking a specific Board order, so I'll move to the last slide, and that's with respect to the deferral accounts.


 As you may recall, the retailer contract settlements worked in such a way that if the HOEP is below contract

price the OPA pays retailers.  And in 2005, HOEP was generally well above contract price, and so retailers were paying the OPA.


 In 2006 that has turned around.  You'll see that the

retailer contract settlement deferral account for 2006, as

of September 30th, which was the best information we had

when we filed this application, was at $22 million.  As of

the best information we had, which was until the end of

November, it had now moved to $44 million, quite a

significant shift in two months.  And so you will see where

the balance at the end of the September was $13 million 

owing to ratepayers.  We've now shifted to where there's 

$8.5 million that, if we were to clear these deferral accounts at this point in time, the OPA would have to recover from ratepayers.


 As indicated in the evidence, and is still our position, we are not proposing at this time to dispose of these deferral accounts but rather run them for another year and review disposition in next year's case.


 That's all I wanted to do for the slide presentation, and now we're open to questions.  I guess if APPrO is first... 


 I don't know, Kristi, whether people want to move up to the front when they're asking questions.  It's a little difficult to...


MS. SEBALJ:  Sorry, Lisa, are you asking the questions?  I can't see her due to the large pillar in my way.


MS. MANDAL:  I’m sorry.  Actually, I'll be asking the questions, but I believe that Energy Probe has indicated that they will be going first.


MR. ADAMS:  I think it's okay -- if it's all right with everyone, we reshuffled the order to go first.


MS. SEBALJ:  That's fine.  I guess the question remains whether the Panel prefers to see their question.  And I can actually --


MR. LYLE:  It's not so much for us, Kristi.  I would imagine that the people who are questioning us might like to see the whites of our eyes.


MS. SEBALJ:  Tom, did you want to sit here?  I'm happy to move back one seat.


MR. LYLE:  That's fine.  If you would like to remain there, that’s fine.


MR. ADAMS:  It's fine with us.  


QUESTIONS BY MR. ADAMS: 


MR. ADAMS:  We have a short series of questions.  


Our first one relates to Issue V.0, the strategic objective of building organizational capacity in the operating budget and the reference for our question is Exhibit D, tab 2, schedule 1, pages 13-19.


 At paragraph 35, under the heading: "Contingency Fund," the evidence is as follows:

"In fiscal 2007, the OPA is proposing a $4

million contingency operating reserve fund to

address unexpected operating costs and

additional work associated with new 

directives or letters of request from the

Minister of Energy or the OEB.  This

represents an increase of $2.6 million 

over the 2006 amount, but due to the

increase in budget between the two years the

contingency proportion has risen slightly,

from 4.7 percent in 2006 to 7.5 percent in

2007."

There is another reference at paragraph 37 which reads: 

"The operating reserve will, in effect, act as a rate shock buffer and a smoothing mechanism to ratepayers by providing the OPA a reserve to handle unforeseen and unbudgeted events rather than dealing with them through future fee increases." 


So our question, our first question, is:  Please document the disposition of the $1.4 million contingency fund from the fiscal 2006 budget, and identify where in the evidence the 2006 contingency is discussed and the details of its use.  


MR. LYLE:  The best we can refer you, Tom, in the evidence, to B, tab 1, schedule 1, page 28.


MR. STEEN:  Good morning, again, Thomas.  It's John Steen.  The answer to the first part of question A, which is where the 1.4 million was applied in the '06 budget: $600,000 was applied against the PSP, which was as result of a changed directive asking the OPA to look at the coal phaseout and nuclear plant start-ups; and then 800,000 was applied to CDM in terms of the various directives that was received by the OPA during the year.


MR. LYLE:  And you'll see what's demonstrated at page 28, Tom, is that a significant amount of our overage in 2006 as currently forecast relates to CDM.


MR. ADAMS:  Our second question:  What criteria and information did the OPA apply in developing its request to increase the contingency fund for 2007 by almost 300 percent relative to fiscal 2006?


MR. STEEN:  Again, we sort of applied the same criteria that we used in 2006, and we also applied an experience factor to it.  So, basically, if you looked at the 4.7 percent of $57 million, it would take us to $2.6 million as a sort of a reserve, and then if we look at the sort of overspending that has occurred, we added 1.4 million to this to give us our 4 million.  And this was a number that management felt reasonable in terms of OPA's past experience.


MR. LYLE:  Our sense, I think, Tom, that things remain uncertain and that events could evolve in 2007 that we're not currently anticipating.  And based on our experience in 2006, that did, in fact, happen.


MR. ADAMS:  Please advise us as to any new directives or letters of request that the OPA is expecting for 2007 from the Minister.


MR. LYLE:  In the evidence you will see that we are anticipating a directive with respect to generation in York Region and in Kitchener‑Waterloo.  We're also expecting a directive with respect to the Clean Energy Standard Offer Program and possibly with respect to the development of small ^Hydro projects in northern Ontario.


Obviously, though, the contingency is ^focussed not so much on the directives that we anticipate are coming our way, but, rather, the directives that we are not anticipating are coming our way.


MR. ADAMS:  Does the OPA anticipate any reorganizations in 2007?


MR. LYLE:  We're not currently contemplating any reorganization in 2007.


MR. ADAMS:  And beyond that?


MR. LYLE:  We don't have any current plans for reorganization.


MR. ADAMS:  Okay.  I take it you wouldn't ‑‑ you're not pushing this point about rate smoothing too far.  From the point of view of the exposure that customers have to overall electricity prices, your contingency fund doesn't represent even a rounding error in the annual total revenue requirement to the power system as it would be visited upon customers in rates.  


So this rate‑smoothing argument doesn't relate to ‑‑ it's really a budget‑smoothing argument.  It's not a rate‑smoothing argument.  Would you agree with me there?


MR. LYLE:  I think your point that our contingency fund has a very small impact on customers is a fair point.


MR. ADAMS:  That wasn't my point.


MR. LYLE:  Sorry, what was your point?


MR. ADAMS:  My point is that you're not rate smoothing; you're budget smoothing.


MR. LYLE:  Well, I think it's fair to say that given the fact that we are ‑‑ 2007 is our third year of operation and that we're uncertain about what exactly is going to evolve in 2007, it is difficult to budget to the level of uncertainty that the OPA faces.


MR. ADAMS:  Okay.  Let me go to another area with respect to the operating budget and the proposed capital expenditures for 2007.


The evidence that I would turn you to is D, tab 2, schedule 1, page 15.


MR. STEEN:  Sorry, Tom, could you just repeat that schedule you're looking at?


MR. ADAMS:  D, tab 2, schedule 1, page 15, table 9.


You're spending a lot of money on home theatre here: 136,000 in 2005; budgeted for 2007, 300,000.  What's the nature of this equipment?  Good surround sound?


MR. STEEN:  No, I wish.  It's the cost of electronics, overhead projectors, that we're looking at being installed into the sort of four conference rooms that we are looking at building during 2007, and that is the cost that is associated with it.  


We have had sort of competitive bids put out there, and this is what has sort of come back.


MR. ADAMS:  So no surround sound?


MR. STEEN:  Not to the best of my knowledge, no. 


MR. ADAMS:  With regard to human resources, the issue on the issues list is:  Is the design and structure of the OPA's compensation system reasonable and appropriate?


The evidence beginning at table ‑‑ okay, sorry.  The reference is Exhibit D, tab 2, schedule 1, pages 7 and 8, table 4.  The table indicates that pension and benefits were identified as 1.5 million in 2006, moving to over 2 million in the 2007 budget.  


Again, table 5, the evidence indicates an increase in head count from 98 in the 2006 budget to 141 in the 2007 budget.


So, first question:  Please provide a breakdown between the budgets for pension and benefits for both periods.


MR. STEEN:  The breakdown for '07 pensions, which includes CPP contributions, is $1,380,000, and benefits, which includes EI and group medical insurance, is $670,000.  If you look at the '06 year, pension is 997,000 and benefits is 524,000.


MR. ADAMS:  Now, are all employees of the OPA eligible for the Ontario Pension Plan?


MR. MCGREGOR:  Yes, they are.


MR. ADAMS:  Is it mandatory for the OPA to continue placing new hires into the pension plan?


MR. MCGREGOR:  Yes, it is.


MR. ADAMS:  Okay.  Thank you.  The OPA has moved from an original head count objective of 65 to a budget head count of 98 at the end of 2006 to a budgeted number of 141.  Is there a plan to further ramp up employment at the OPA that we should anticipate in future years?


MR. MCGREGOR:  As far as I know, there are no plans at this particular point in time based on our current mandate in our 2007 plan.


MR. ADAMS:  When the OPA was originally established, it was designed as a temporary public service agency to assist in transitioning to a market-based electricity system.  There are many public comments on the record to that effect.


 Does the OPA plan to reduce its staff budget as the transition is implemented?  If so, when is the staff complement expected to decline?


MR. MCGREGOR:  I think at this particular point in time we haven't looked that far ahead, so I don't think there is any specific end date.  Our plans are based on what we know currently, and certainly on the 2007 plan.  But in terms of the future and reductions, there is not enough information right now to make that call.


MR. ADAMS:  Would it be fair to summarize that as a planning agency the OPA does not have a plan that sees an end date for the organization?  It's operating in perpetuity for planning purposes?


MR. LYLE:  I don't think that’s fair.  In terms of when we're planning our budget and planning our employment, we're really looking out in three-year type of time horizon.


I don't think anyone anticipates that in three years there is not going to be a need for OPA procurement contracts to procure private investment in generation or CDM, and so, as a result, we don't have a plan for how exactly we're going to get rid of our employees when that event actually happens.


MR. ADAMS:  Are there any provisions in the employment arrangements with OPA staff that could limit the flexibility of the organization to restructure itself to a smaller staff complement in future?


MR. MCGREGOR:  No, there is not.


MR. ADAMS:  Does the OPA board of directors have a committee responsible for pensions; is there a pension management committee on the Board?


MR. MCGREGOR:  There's an HR committee of the Board, and that's the group that would discuss pensions, or deal with them.


MR. LYLE:  However, keep in mind, Tom, it is not an OPA pension plan.  It's the public service pension plan, and therefore we really don't have a role in how that is managed.


MR. ADAMS:  Please advise as to the number of employees that are represented by the Power Workers' Union, the society, any other unions, the number considered by OPA's management and the number classified as executives. 


This is for the purposes of the 2007 budget.


MR. MCGREGOR:  First of all, none of our employees are represented by any of the organizations that you have mentioned.


MR. ADAMS:  Okay.  So you are an entirely non-union shop?


MR. MCGREGOR:  That's correct.


MR. ADAMS:  The next area I want to turn to is finance.  The Board issues list identified issue 5.3, budget information versus actual spending, in the financial information provided in the application.


 Our reference here is D, tab 2, schedule 1, page 4.


The evidence beginning at table 3, operating costs by major expense category, appears to indicate that the OPA overspent its 2006 budget by some 7 million -- I'm sorry, by 7 percent.  It appears that the 2006 OEB-approved budget for the OPA allocates funding to specific categories of expenses totalling 29.7 million, plus a contingency of 1.4 million.


 The 2006 forecast of total spending appears to reveal that the OPA has exceeded its spending on specific categories of expenses identified in its 2006 budget by 12 percent.


 This was achieved by exhausting its contingency fund of 1.4 million and incurring a budgetary deficit of 2.2 million, bringing total unplanned spending to 3.625 million.


 My question is:  Since the contingency fund has been described by the OPA has a reserve to handle unforeseen and unbudgeted events rather than dealing with them through future fee increases, how will the OPA recover its unplanned spending, which exceeded the total of its contingency fund?


MR. LYLE:  We haven't decided that as yet, Tom.  However, the OPA has only -- does not have a shareholder.  It has only one place to go to fund itself, and that is to ratepayers.


MR. ADAMS:  What steps is the OPA taking in 2007 to maintain control over the costs being incurred by its operating units?


MR. LYLE:  Well, I think the first thing, Tom, is that we have a lot more experience now than we did last year.  2006 was really the organization's first full year of operation, and so, given the level of uncertainty and given the number of changes in direction that were taken in 2006, I don't think it's particularly surprising that we are over budget by the level that we are.


 As I indicated earlier, the major factor, $2.2 million, is in the CDM area, and that was very much driven by government policy.


MR. ADAMS:  Your testimony is that you've got more experience.  That would suggest that you need a lower contingency fund, because you have a better understanding of what to do, but yet we see your application for a higher contingency fund.  I don't understand.


MR. LYLE:  The contingency fund is mostly about the things that are out of our control, Tom.  It's the unknown unknowns, the directives that we're not currently anticipating that we might receive.


MR. ADAMS:  That would be the things you don't have experience with?


MR. LYLE:  I think what I indicated is that we feel we're better able to control our budget within the realm of how we understand our mandate in 2007 than we were able in 2006, because of our experience.  The things that are outside of our control remain outside of our control. 


MR. ADAMS:  You had the option of budgeting for 2007 to recover the overage from 2006.  Why didn't you do that?


MR. LYLE:  At the time we filed our application, we did not know precisely how far over we might be in 2006.


MR. ADAMS:  Are you amending your application?


MR. LYLE:  We are considering amending our application in order to address the shortfall in 2006, but we haven't come to any decision on that as yet.


MR. ADAMS:  Do you recognize any temporal fairness advantage of assigning the cost to consumers as close as possible to the time at which the costs were incurred, rather than sliding them into a more distant time period?


MR. LYLE:  I think we're balancing that, Tom, against being absolutely certain as to what our 2006 numbers are.  Our 2006 number that we've presented in our update is, as we indicate, a forecast, and we're going to working to finalize that number.


So we're balancing your fair point against having certainty around that number.


MR. ADAMS:  How about allocating some of the 4 million against the overage?


MR. LYLE:  Well, I'm sure you can raise that issue in the settlement conference.


MR. ADAMS:  But you're not expressing an objection to that at this time?


MR. LYLE:  We're always happy to listen to creative ideas that you might have.


MR. ADAMS:  Okay.  Turn to the area of stakeholder consultation.  The Board's issues list at 6.2 asks: 

"Are the OPA's plans for 2007 stakeholder consultation appropriate?"


And a related question, related to the settlement from last year in the EB‑2005‑0489 settlement:  Has the OPA complied with the provisions of the 2006 settlement agreement?


And the reference I'm relying on is Exhibit C, tab 1, schedule 2, pages 1 through 3, plus the attachment.  The evidence beginning at paragraph 1 states: 

"The IPSP stakeholder engagement process will follow the format and principles used for the supply mix advice report and is intended to build on the results of many other public consultations on energy and electricity issues.  Attachment 1 to this schedule is the time line for the IPSP stakeholder engagement process spanning both 2006 and early 2007 until the filing of the IPSP at the Ontario Energy Board." 


In the supplemental statement memorandum filed February 10th, 2006, as part of the settlement document filed with the OEB in the EB‑2007‑0489 case, and during the review of the settlement proposal in the oral hearing by the Board Panel on February 13th last year, certain undertakings were given in respect of the OPA's consultation on the IPSP.


One such undertaking was that the OPA would raise its eligibility criteria ‑‑ would base its eligibility criteria on the OEB's practice direction on cost awards.  Another was that the OPA would learn from its IPSP consultation in developing its general stakeholdering plan.


So my first question is:  One useful procedure that the OEB often applies to funded consultations on matters undertaken on the Board's own initiative is to post funding applications that it receives.  This allows participants and the public to understand the interests represented by the funded parties.  


Has the OPA posted any of the funding applications it has received from stakeholders on its website?


MR. LYLE:  I understand that we have not.


MR. ADAMS:  Another clarification which might be answered by posting funding applications is in respect of the principle that the OEB has long relied upon, that groups with common interests are encouraged to combine their participation or show cause as to why separate funding is justified.


There were parties with common interests judged eligible for funding in the IPSP consultations.  We draw attention to one instance where two eligible parties shared not only common interests, but a common address and common leadership. 


Our question is:  How will the OPA address these funding anomalies in future?


MR. LYLE:  Well, this is the first time that we have funded stakeholders.  What we intend to do is review this experience, and including the concerns that you have raised here, and attempt to improve our processes going forward.


MR. ADAMS:  Did the OPA undertake any search or engage others to search for stakeholders to fund in the IPSP consultations?


MR. LYLE:  No, we did not.


MR. ADAMS:  Next question:  Why did the OPA inform stakeholders eligible for funding that their funding was under a cap, when the Board had been told during the EB‑2005‑0489 proceeding that contingency funds were available for stakeholdering funding, if required?


MR. LYLE:  I think when you're referring to the cap, you're referring to the $15,000 per stakeholder level; is that correct?


MR. ADAMS:  Yes.


MR. LYLE:  Well, we needed to plan to the budget that we had.  However, there was always the possibility that if more stakeholders were interested than we had anticipated, that we would be over that budget, or if we needed to provide more funding and review that $15,000 level because stakeholdering became more extensive than previously anticipated, that we would obviously have to review that funding level.


MR. ADAMS:  In the IPSP consultations, funded stakeholders were informed that the OPA will be engaging non‑funded participants in the process to help the OPA evaluate the participation of the funded participants.


Has the OPA developed criteria for this evaluation?


MR. LYLE:  No, we have not as yet developed those criteria.


MR. ADAMS:  When you do develop the evaluation criteria, will they be publicly available?


MR. LYLE:  The evaluation criteria, yes.  Yes, we're intending to post those on our website.


MR. ADAMS:  And the evaluation that you receive from the non-funded participants that are evaluating the performance of the funded participants, will those submissions be available for public scrutiny?


MR. LYLE:  We're going to consider posting them on our website.


MR. ADAMS:  We suggest that might be useful.


Now, I'm just doubling back to a question I should have asked earlier, and it's with respect to the utilization of contractor resources.


Is the use of contractors driven by the expectation that extra resources will be required during the IPSP development that will not be sustained requirements in the longer term?


MR. LYLE:  Sorry, you're talking specifically about the use of contractors related to the IPSP now?


MR. ADAMS:  Yeah.  Let me just build this up.


I understand you are using contractors to assist you in developing the IPSP?


MR. FREEMAN:  That's correct.  That is correct.


MR. ADAMS:  And why the choice between contractors versus in‑house resources?


MR. FREEMAN:  It's meeting peak needs for the IPSP, so when the peak passes, the contractors won't be required.


MR. ADAMS:  So are we anticipating that in 2006, after an IPSP has been completed, that there will be a reduction in contractor resources in 2008?


MR. FREEMAN:  That's quite conceivable.


MR. ADAMS:  We'll follow up next year.


Thank you.  Those are our questions.


MR. LYLE:  Thank you.  Thanks for providing your answers in writing ‑‑ your questions in writing, I mean.


MS. SEBALJ:  Moving on to APPrO.


QUESTIONS BY MS. MANDAL:

MS. MANDAL:  Thank you.  The first set of questions we have relate to Issues 4.1 and 4.2.  The reference for the first four or so is Exhibit B, tab 4, schedule 1, pages 1 to 12.


In relation to these four questions, we'll be asking that the OPA provide a Gantt chart identifying the steps and timing associated with the development of each of the initiatives, just to keep that in the background.


The first question:  

"Please identify and describe all competitive strategies to be undertaken by the OPA in co-ordination of the IESO."  

MS. MEDLEY:  First, -- before I answer this series of questions, I think it's important just to re-emphasize that the IESO and the OPA are working jointly on these sector development activities to ensure that the two agencies are co-ordinated in their overall thinking and to avoid duplicative, unaligned and counterproductive activities.


In particular, the IESO will be focussing on the 24-hour window, day-ahead, day at hand, which relates to reliability, and the Ontario Power Authority will be focussing on the period outside that 24-hour window, which relates to forward auctions, third-party exchange.


With respect to your first question, I will provide the activities and who is the lead on those particular activities.  With regard to the day-ahead market and the reliability contracts, the IESO will be taking the lead on those things.


With respect to forward contracts and the LSE model

and the auction process, that will be the OPA taking the

lead on that.  And with regards to the command response products, both parties will take the lead on that, with the IESO taking the lead on emergency demand response and the OPA taking the lead on economic demand response.


MS. MANDAL:  Thank you.  The next question:

"Please identify and describe the products to be developed in co-ordination with the IESO for the day-ahead market."  

MS. MEDLEY:  The products for the day-ahead market will be hourly, peak, offpeak, and heat rate contracts, reliability contracts, and demand response products.


MS. MANDAL:  Thank you.   

"Please identify and describe the electricity market products to be traded on a third-party exchange."

MS. MEDLEY:  It will involve 7 by 24 or base load, 5 by 16, which is peak, offpeak, and 7 by 24 heat rate, and 5 by 16 heat rate contracts.


It will include durations from day-ahead to daily,

rest of month, monthly, to a maximum of 18 months, 

quarterly, and calendar year from five to eight years forward, and seasonal.


MS. MANDAL:  Thank you.  

"Please identify and describe the mechanisms to be developed for the trade of OPA contract."

MS. MEDLEY:  At this point we are going to be undertaking an investigation of those opportunities.  The OPA is currently a counter-party to generation, demand response, and some renewable attributes, and it is considering making those products available through competitive auctions so that we can accrue the value of those things to the ratepayers' benefit.  They would be sold through a competitive process.


MS. MANDAL:  Thank you.  With regards to those four initiatives, we ask that a Gantt chart be provided.


MS. MEDLEY:  With regards to the OPA's role with respect to sector development activities, we are really a facilitator.  The OPA does not involve itself in the detailed activities with respect to these initiatives, but rather acts as a facilitator bringing parties together and ensuring that information is shared, and monitoring the outcomes.


As a result, the OPA has not, at this time, prepared any Gantt charts, as it did not see much value in preparing these charts for activities that it did not control.


MS. MANDAL:  Thank you.  For the next question, it's Exhibit B, tab 4, schedule 1.


I'm just going to double back to the prior set of questions.


Would the OPA be willing to provide an undertaking with respect to the Gantt chart?


MS. MEDLEY:  That is something we could consider.


MS. MANDAL:  Thank you.


MS. SEBALJ:  Sorry.  I just need to interrupt.  Are we considering an undertaking or are we providing an undertaking?


MR. LYLE:  We have some concern with providing that undertaking because, as Ms. Medley indicated, we did not prepare a Gantt chart for our own purposes and we, frankly, see it as only very limited relevance to this particular proceeding.  It's quite a bit of work involved in all of the Gantt charts that are listed in these questions, and particularly to have them prepared by this Friday, and particularly since we would not be preparing them for any business purpose of the OPA.


I think my view, certainly, is that we don't intend to give that undertaking.


MS. SEBALJ:  Does APPrO have a response?


MS. MANDAL:  Yes.  As the initiatives are in the evidence of the OPA, we would ask that an undertaking be provided.


MR. CASS:  Well, Kristi, I don't know that we can go much farther with it today.  The OPA, as has been stated by the witnesses, does not see the value in creating what's been asked, and is not prepared to give the undertaking.


We could conceivably discuss it off-line with APPrO, but I think for today's purposes the OPA is not giving that undertaking.


MS. SEBALJ:  I guess for -- I don't know if APPrO has anything further to stay on the matter but --


MS. MANDAL:  Yes.  Just as a follow-up, would providing flexibility and time in terms of the deadline be of any assistance?  

MR. LYLE:  I'm really not sure what providing flexibility does.  If the Gantt chart is being prepared for the purpose of this case, then presumably you would want that in preparation for the settlement conference.  Otherwise, I'm not really sure why you're seeking the preparation of the Gantt chart, and whether it's really about assisting you in this case or there's some other reason behind your request.


MS. MANDAL:  Thank you.  We'll take it off-line and have a discussion in future.


The second reference is a more specific one within

Exhibit B, tab 4, schedule 1.  It's at page 2.

"Please describe the transaction market for renewable energy market and provide a Gantt chart describing the steps and timing associated with this initiative, including the pilot project."

MS. MEDLEY:  With respect to your question in regards to the Gantt chart, I'll address that first.  We have the same opinion on the Gantt chart matter for all of your questions.


With regards to the sustainable renewable energy market, that is something that the OPA will be undertaking an evaluation of, and if we feel such an activity is practical, we'll undertake preliminary design of a tradeable renewable credit mechanism, with a view to helping to create a sustainable energy market, renewable energy market where the value of the credits can be realized.


MS. MANDAL:  Thank you.


The next question is at paragraph 9 of the same page 2.  The reference, rather.

"What stakeholder engagement and consultation is referred to at paragraph 3 of page 12?  And what specific initiatives will this involve?"

MS. MEDLEY:  The OPA has always conducted its activities in an open and transparent manner, and the sector development activities are no exception to that.


The LSE development process is a case in point.  The OPA has engaged three strategic groups to provide a broader-based evaluation of the LSE concept.  Those groups include the wholesale market group, which is comprised of energy retailers, marketers and generators, the implementation group, which is made up of LDCs, and a facilitating group, which includes the IESO and the OEB.

The OPA has also established monthly meetings with those participants, engaged in the LSE proof of concept, and that includes LDCs, retailers and other third parties, those other third parties being the other parties to off-take agreements.


The OPA will provide continuous feedback and information transfer loop amongst these participants.  And, in addition, the OPA will also be involved in the IESO stakeholder activities as a participant and, where appropriate, to support an understanding of the OPA‑led activities.


MS. MANDAL:  Thank you.  For the next question, the reference is the same exhibit, B, tab 4, schedule 1, and it's page 3, at paragraphs 12 and 13.


What is a third party exchange that the OPA refers to, and is that the same as the exchange operated by an independent entity referred to on the same page, in paragraph 13?


MS. MEDLEY:  The third party exchange is the same as the exchange operated by an independent entity, and that exchange is the Natural Gas Exchange, which is 100 percent owned by the Toronto Stock Exchange.


MS. MANDAL:  Thank you.  The reference for the next question is same exhibit, B, tab 4, schedule 1, page 2 at paragraph 8; page 3, paragraph 13.


Given we had asked for a Gantt chart, given your responses, that can be your global response.  We can discuss that off-line.


So the question remaining is:  

"Please provide a detailed description of each of the initiatives referred to or identified in paragraph 13 at page 3, and please identify any overlap and duplication, if any, with the initiatives identified at paragraph 8 of page 2."


Do you need me to go over the paragraph numbers again?


MS. MEDLEY:  Paragraph 13 is, in fact, a list of the activities that are required to move towards a more competitive market.  It's a list of genetic -- sorry, generic requirements that all competitive power markets require, and it was included in the evidence for context.


Under paragraph 8 are the actual initiatives that the OPA will be undertaking in 2007, and clearly some of these activities are the same as those identified in 13, since these are the activities required to help move the sector forward.


MS. MANDAL:  Thank you.  In all the instances where the OPA has referred to strategic initiatives and where APPrO has asked for a Gantt chart, would the OPA provide a list of such initiatives and the anticipated time lines associated with the OPA's actions, roles and initiatives in relation to such activities?


MS. MEDLEY:  I'm sorry, could you repeat the question?


MS. MANDAL:  In all the instances where the OPA has referred to strategic initiatives and where APPrO has asked for a Gantt chart, would the OPA provide a list of the initiatives and the anticipated time lines associated with the OPA's actions in relation to the initiatives?  


MS. MEDLEY:  Yes, that is something we could do.


MS. MANDAL:  Thank you.


MR. LYLE:  Are you seeking an undertaking for that?


MS. MANDAL:  Yes.


MS. SEBALJ:  So we'll just mark it as Undertaking No. 1.

UNDERTAKING NO. 1:  OPA TO PROVIDE LIST OF INITIATIVES AND TIME LINES ASSOCIATED WITH OPA'S ACTIONS IN RELATION TO INITIATIVES.

MS. MANDAL:  The next two questions, the next two final questions, relate to Issue 2.2 on the issues list, And the reference for the first one is Exhibit B, tab 2, schedule 1, page 6, paragraph 19.  


And the question is:  

"Please provide the current priority schedule for upcoming demand management and generation procurements identified."


MR. FREEMAN:  As is indicated, this is an objective for 2007, so we haven't -- we're only a short period into 2007, so we don't have that as yet.


MS. MANDAL:  And do you -- would the -- do you have a sense of the time line?  Is that something that would be probably put on the public record sometime in the near future?


MR. FREEMAN:  I'm going to defer to my colleague, Jason Chee-Aloy, in generation development, to assist me.


MR. CHEE-ALOY:  Until such time where the IPSP and the procurement processes are approved by the Ontario Energy Board, the OPA executes procurements based on government directive.  So we can only identify and develop that schedule as we do receive directives.  


So that is the time line to which Mr. Freeman is referring to as we move forward in 2007.


MS. MANDAL:  Okay, thank you.


And my final question relates -- the reference is Exhibit B, tab 2, schedule 1, generally.  And what is the current proposed timing for the release of the IPSP?


MR. FREEMAN:  We expect to deliver the -- submit the IPSP to the Ontario Energy Board in March of this year.


MS. MANDAL:  Thank you.  Those are our questions.


MS. SEBALJ:  Just to clarify Undertaking No. 1, I see three references to a Gantt chart in the questions provided by APPrO, 1(e), 2, and 7.  I just want to clarify that this undertaking will be three sets of lists of initiatives and time lines; is that correct?


MS. MANDAL:  Yes, so long as the first set relates to all four of the initiatives outlined under 1.


MS. SEBALJ:  Thanks.


MS. MANDAL:  Thank you.


QUESTIONS BY BOARD STAFF:

MS. SEBALJ:  Board Staff is going to proceed with its questions at this time.


The first question relates to Strategic Objective No. 2, power system planning and operating budget and under the general heading:  Is the budget reasonable and appropriate?


The OPA has proposed to increase the overall power system planning operating budget from 4.37 million for 2006 to 8.44 million for 2007.


In addition, it has proposed to increase the consulting budget for this area from 1.39 million in 2006 to 5.01 million in 2007.  And the reference there is Exhibit B, tab 2, schedule 1, page 10 of 10.


This represents a budget increase of 93 percent that the overall budget increased and 260 percent on the consulting budget.


What specific changes are proposed by the OPA -- in the OPA management and administrative systems to successfully accommodate this increase?


MR. LYLE:  So looking at that number of 5 million for professional consulting fees in 2007, the large majority of the increase relates to our budgeted legal costs related to the IPSP proceeding, which are approximately $2.7 million.


And so is there really are not a lot of contracts involved in this increase in spending.  We don't believe that this is an area where additional management or administrative systems are necessary in order to manage these contracts.


MS. SEBALJ:  So that explains the 260 percent increase in the consulting budget.  That was your explanation, I'm assuming?


MR. LYLE:  Mm‑hm.


MS. SEBALJ:  Is there anything relating to the overall budget in general, the 93 percent increase?


MR. LYLE:  Well, I think if you do the math, by far the largest reason for that increase in the operating budget for power system planning is related to professional and consulting fees.


MS. SEBALJ:  Sorry, I'm just flipping in my broken binder. 

How much additional staff is there required for the 2007 -- for the IPSP?


MR. FREEMAN:  The staff complement for power system planning is the same in 2006 as 2007.


MS. SEBALJ:  Thank you.  Does the power system planning operating budget contain funding for all the activities associated with the delivery of the three power system planning initiatives, the IPSP, planning for regional reliability projects and infrastructure co-ordination between various government agencies?  And we cite as an example, does the power system planning operating budget contain all of the funding for stakeholdering communications and regulatory matters, or is some of that elsewhere in the budget?  


MR. FREEMAN:  The budget includes all the funding requirements of power system planning and all the ones you've mentioned.


MR. LYLE:  I just add a caveat to that.  With respect to stakeholdering, stakeholder funding for their participation prior to the filing of the IPSP, the funding for that is found in the legal and regulatory budget.  That's $300,000.


 We also have $100,000 related to consulting fees to assist the regulatory group in the preparation of the filing of the IPSP.


MS. SEBALJ:  Those are found in strategic objective number 5, then?


MR. LYLE:  That's correct.  But Neil's correct; the bulk of the spending, including external legal and external substantive consultants, are in the strategic objective number 2 budget.


MS. SEBALJ:  Thank you.  Under subissue II.2, development of IPSP for OEB approval, are the management -- or, sorry, the issue was identified as:

"Are the management and administrative systems the OPA has put in place to accommodate the 2007 system planning program reasonable and appropriate?"  

And the Board Staff's question is -- in that same exhibit, Exhibit B, tab 2, schedule 1, page 5 of 10, paragraph 14, the OPA states that it intends to commence work in 2007 on the second IPSP.


 Can you identify the percentage of the 2007 power system planning operating budget of 8.44 million that's associated with this second IPSP?


MR. FREEMAN:  There is no specific percentage.  When we initially were budgeting for 2007, we thought we would be filing possibly sooner and that we might be doing more work on the second IPSP, but it would just be sort of initial thinking about the IPSP.  There's no work program contemplated.


MS. SEBALJ:  Okay.  Thank you.  Does that mean the 8.44 million still stands and there are just some synergies that are created because of the work that's done on the first round, or should that number be changed?


MR. FREEMAN:  That number should stand.  All we would be contemplating is that as we are proceeding through the hearing we'll be obviously needing to think about the second cycle and issues that could come up.  So the budget is as it is, and it wasn't that it contemplated other work that we're not doing.


MS. SEBALJ:  Thank you.  Moving on to strategic objective number 3.  3.1 was the 2007 operating budget, and the issue was: 

"Is the budget reasonable and appropriate?  Does the supply procurement and contracting operating budget contain funding for all of the activities associated with this function?"  

This is largely the same question as was asked under strategic objective number 2.


 Are there pieces of this budget found elsewhere, particularly for stakeholdering communications and regulatory matters?


MR. CHEE-ALOY:  To the first question, yes.  The budget is reasonable.  The 2007 budget represents increased dollars, mainly to address the increased number of contracts to which the OPA has to manage.


 With respect to your second question, no, the budget does not contain all items associated with procurement or contract management.  Items such as stakeholdering and communications are located in other areas within the OPA.


MS. SEBALJ:  I'm imagining there's an inherent

difficulty in preparing a budget like this because things are going to fall into different categories depending on how you organize it, but is there a way of knowing, both for the power system planning and the procurement, what all of the costs are associated with -- all of the operating costs are associated with those two?  In other words, could you pull all the numbers together so that there was one number for power system planning and one number for supply procurement and contracting?  

I'm getting a perplexed look from your counsel.


MR. LYLE:  I'm a little unclear as to what you're asking.  You want an aggregated number of power system planning and generation number?


MS. SEBALJ:  No, sorry.  Two separate numbers, but  if you pull the budget numbers from elsewhere in the – the way you structured the budget makes sense, but it doesn't necessarily give us a clear indication of what is the budget for power system planning, what is the budget for supply procurement, because there are pieces that fall under other heads of the OPA's structure.


MR. LYLE:  I think the exceptions that I mentioned with respect to what is in my budget are very much the exceptions.  Generally, the initiatives are budgeted within the strategic objective.


 Obviously, you have the question of how do you allocate dollars that are in support functions.  I think one approach is just to allocate them on a pro rata type of basis to each of the different divisions.  That's one approach, you know.


MS. SEBALJ:  Okay.  Let me ask it this way.  Is there anything other than stakeholdering and communications that is a significant amount of the supply procurement and contracting operating budget that's not contained in the strategic objective number 3?


MR. LYLE:  Once again, it depends on what you're looking for.  Obviously the premises, for instance, are in strategic objective number 5.  Jason's people have to have somewhere to sit.  He also, for instance, makes use of in-house corporate counsel, and they are in the budget for strategic objective number 5.


MS. SEBALJ:  All right.


MR. LYLE:  Obviously with all of the support staff, they're assisting all of the divisions in the organization.


MS. SEBALJ:  We risk going into a fully allocated versus marginal costing debate, which I want to avoid, so I'll stop there.


3.2, contract management.  The issue is:  

"Is the use of an interim in-house system to handle financial settlements in contract management reasonable?"


It is indicated at Exhibit B, tab 3, schedule 1, page 5, and that's at paragraph 15, that currently an in-house system is used to handle financial settlements, but over the next year a fully automated contract management and settlement system would be installed.


 Could you please explain the delay in changing to an automated system given that the OPA has been in operation since January 2005?


MR. CHEE-ALOY:  Throughout 2006, the OPA had to execute multiple procurements based on directive.  Resulting from each procurement they are re-execute contracts.  And throughout 2006 we've executed various different designs of contracts with respect to the actual resources we've procured.  Some of them are demand response contracts.  Some of them are supply contracts.


 With respect to the supply contracts, there are two types of contracts that we have:  our purchase agreements, as well as a deemed dispatch contract, which is similar to the clean energy supply contract the government executed with respect to their procurement in 2003.


 So therefore, as we move throughout 2006, we were settling or managing different types of contracts.  We felt considering that there was still a lot of activity based on directives we received it was prudent to hold off on actually scoping out the design for an automated settlement system.  So, as we move forward, we expect the type of contract that we are executing to settle down in terms of its structure, and therefore we would be in a better position in 2007 to scope out what the automation needs are.

MS. SEBALJ:  So just to follow on that, are you confident in going out for a system now?  I guess I should ask first:  Have you already procured this system?


MR. CHEE‑ALOY:  No, there's actually no procurement involved.


MS. SEBALJ:  So you're doing an internal --


MR. CHEE‑ALOY:  That's right.  It's internal labour to write code with respect to our present system to automate some functions.


MS. SEBALJ:  So I was going to ask whether you anticipate that this will be flexible to deal with new types of contracts that you might not anticipate now; but I suppose, because it's internal, that's more likely?


MR. CHEE‑ALOY:  Correct.  That's exactly the idea.


MS. SEBALJ:  Thank you.  Regarding the tendering and management of contracts, the OPA now has oversight responsibilities for approximately 30 contracts involving CDM initiatives and generation.  And the reference there is Exhibit B, tab 3, schedule 1, page 15 and 16.


What is the OPA's current estimate of the total spending to date on all contracting activities broken out by initiatives, and what is the estimated average monthly spending on all contracting initiatives to date?


MR. CHEE‑ALOY:  With respect to the actual spend to manage and settle contracts, we have not broken out that work by initiative.  To the extent that we have six full‑time employees managing and settling contracts, their day‑to‑day work basically addresses the issues of contract management as they arise, as well as the settlement.  


So we don't have that level of detail, but internally we do have the six FTs working to manage and settling the contracts, and we do have 500 ‑‑ sorry, 425,000 allocated to external consultants to help with legal and technical requirements to manage and settle the contracts.


MS. SEBALJ:  Do you anticipate at any point wanting to break these things out by initiatives so that you know how much of the procurement resources are being spent on, for instance, CDM versus other ‑‑


MR. CHEE‑ALOY:  Well, we do want to maintain a flexibility.  As an example, there is one contract that is large with respect to its megawatts and its settlement, and that is the Bruce Power contract.  So we have broken that out with respect to its external consulting costs, and for 2006 that was 275,000 of the 425,000 allocated to contract management.


MS. SEBALJ:  Moving on to the next sub-issue, has the OPA used appropriate methods and techniques in the design and operation of its contracting procurement program?


Has the OPA researched other agencies carrying out contracting and procurement, and, if so, has it conducted or is it aware of any comparative analysis in the area or has it developed examples of best practices?


MR. CHEE‑ALOY:  The OPA has conducted some research.  Actually, going back to the summer of 2005, the OPA held a four‑day consultation in July, to which 40 stakeholders presented suggestions to OPA management as to how to execute procurement, as well as contract design.  Approximately an additional 20 stakeholders observed the process.


Resulting from that process, we did publish a summary document that is located on our website, and we did have an external consultant, London Economics, provide a subsequent report with respect to different procurement methodologies and different contract designs within other jurisdictions.


MS. SEBALJ:  I don't recall seeing that report in the application.  Can you make it available?


MR. CHEE‑ALOY:  Yes, we can.


MS. SEBALJ:  So we'll mark that as Undertaking No. 2, which is the London Economics report.

UNDERTAKING NO. 2:  TO PROVIDE THE LONDON ECONOMICS REPORT.

MS. SEBALJ:  Just as a follow‑up to that and I guess to the question I asked prior to, are all the procurement systems in place for standard offer?


MS. MEDLEY:  For the renewable standard offer program, yes, they are.


MS. SEBALJ:  And so everything that we've talked about so far applies to standard offer, as well.  It's not been broken out by initiative, but it is incorporated within the six full‑time employees Jason referred to?


MS. MEDLEY:  No.  No.  We are not using OPA settlement for the standard offer program.  We are settling through the existing ISO and LDC --


MS. SEBALJ:  Oh, that's right.


MS. MEDLEY:  -- settlement mechanisms.


MS. SEBALJ:  So there's no additional procurement or administrative costs associated with standard offer on the contracting side?


MS. MEDLEY:  Just the application -- just the application process, and then some contract management activities, but our plan is to ultimately migrate that to another third party.


MS. SEBALJ:  So there are some contract management --


MS. MEDLEY:  Minimal.


MS. SEBALJ:  ‑‑ activities now?


MS. MEDLEY:  Minimal.


MS. SEBALJ:  I think, as I recall your evidence, it was that the OPA was going to sort of handle this in the short term, and then transfer it over to LDCs?


MS. MEDLEY:  That's correct.


MS. SEBALJ:  And is there ‑‑ sorry, I'm going on this train of thought for a moment, but is there a plan associated with transferring that responsibility over to the LDCs or whatever other third party, because presumably there will be lessons learned by the OPA in this upfront process?


MS. MEDLEY:  Yes, there is a plan, and that's one of the reasons we're going to do contract management for the first year, so that we can take our learnings and package up a toolkit to transfer to LDCs to take it on going forward.


We also must work with the OEB on any required Code changes.


MS. SEBALJ:  Right.  Moving back to the questions on the sheet, if the OPA has carried out comparative analysis studies - and so I guess this would be the London Economics report and the associated consultations you referred to - how does the OPA compare to other organizations regarding contracting and procurement?  Yes, stop the question there.


MR. CHEE‑ALOY:  Well, we find that our procurement right now is reasonable and comparative to other jurisdictions with respect to how our ‑‑ for example, with respect to how RFPs are executed or other programs, such as standard offer.


MS. SEBALJ:  And so, for instance, I don't know how directly comparable this is, and perhaps I should just wait to be able to read the London Economics report, but I'm wondering if the ratio, for instance, of full‑time employees to the number of contracts, and things like that, are visited in this report.


MR. CHEE‑ALOY:  Staffing levels with respect to other agencies are not visited in that report, but please keep in mind, relative to other jurisdictions, the amount of megawatts that the OPA is asked to procure, based on government directive and the forthcoming IPSP, are quite ‑‑ larger than other jurisdictions.


MS. SEBALJ:  Thank you.  Moving to Strategic Objective No. 4, which is sector development operating budget, the first, the 2007 operating budget, Is the budget reasonable and appropriate, was, of course, the overarching issue.   And I had intended to ask for a breakdown by strategic initiative.


So perhaps in addition to the request by APPrO, I'm wondering if it's possible to, unless I missed it, break down the budget by strategic initiative within the sector development operating budget.  I'm wondering if I have seen it.


I guess on page 11 of 23 of Exhibit B, tab 4, schedule 1, there's a breakdown of program costs, salaries and benefits, consulting and legal for LSEs, and then all other?


MS. MEDLEY:  Those are the two initiatives.


MS. SEBALJ:  So ‑‑ but the other includes a number of initiatives that are discussed within these 12 pages of evidence.  Is it possible to provide a more granular breakdown on those initiatives or --


MR. LYLE:  I just want to clarify.  The table you've referred to at page 11 is in response to a settlement, a portion of the settlement agreement in last year's case.


MS. SEBALJ:  Right.


MR. LYLE:  And so this speaks only to the sector development, specific sector development initiatives, as opposed to the tech fund or other things like that that are in Strategic Objective No. 4.  So maybe you could clarify what it is you're looking for, Kristi.  Are you looking just for...


MS. SEBALJ:  I was looking for a breakdown of the budget based on the various strategic initiatives that are outlined in the evidence, so the LSE initiative, the forward option initiative, the renewable energy information clearinghouse.


 What operating costs are associated with each of these?  The technology development fund is clear, but the others are less clear. In other words, how much money is the OPA spending on each of these initiatives?


MR. LYLE:  Did you want the compensation benefits broken out as well?  I think that will be the trickiest one.


MS. SEBALJ:  No, not broken out.  Just by initiative.  So, of the total budget, how much the attributable to each of those initiatives.


MS. MEDLEY:  With respect to the clearinghouse, there are no dollars specific to that initiative.  The activities undertaken for that that will be required for that initiative are combined with the renewable and clean standard offer program activities.


MS. SEBALJ:  Which objective will the information clearinghouse fall under?


MS. MEDLEY:  The information clearinghouse is actually tied to each of the renewable -- or the renewable and clean standard offer program.


MS. SEBALJ:  Right.


MS. MEDLEY:  And the work is done as part of the development of the website and other facilities to enable both of those programs.


MS. SEBALJ:  It's under strategic objective number 5, then, the sort of general operating costs?


MS. MEDLEY:  Well, the activities that are required in 2007 for their clearinghouse are really activities related to site maintenance and updating in order to keep the information relevant.  And those activities will be undertaken by the same staff that are allocated to the renewable and clean standard offer program.


MS. SEBALJ:  Okay.  Thank you.


Moving to 4.2, co-ordination of OPA's activities with the IESO and the OEB.


 I think this question was answered in response to a question from APPrO, but is there any overlap or duplication of activities, and are there opportunities for OPA efficiency improvement?


MS. MEDLEY:  With regards to the first part of that question, we work very closely with the IESO to ensure that there is no duplication of those activities or gap in those activities.


 With regards to the second part of your question, could you please clarify exactly what you're looking for there?


MS. SEBALJ:  I guess it's sort of asking the same question a different way, the idea being if there are areas of overlap.


 To my mind, there's going to naturally be overlap in this because it's impossible for you to maintain completely separate camps.  You're going to be at the same meetings, you're going to need a lot of the same information.  But the question relates to whether there is anything that can be done in a formal way to ensure that that duplication is minimized, whether it be terms of reference or protocols or any other sort of mechanisms to put in place to ensure that that duplication does not occur.


MS. MEDLEY:  Well, each party, certainly, comes to the table looking for information or leading up initiatives that are within their respective mandates, and so the activities stay relatively separate; the only area where there's the possibility for a convergence would be in the day-ahead market activities, because that's, in fact, where the two markets would converge.


 But, again, the OPA and the IESO work very closely together to make sure that they are not duplicating activities or missing necessary activities and they are each focussing on only the elements that fall within their respective mandates.


MS. SEBALJ:  Thank you.  How is the OPA respecting the distinction between its statutory role and that of the IESO in co-ordinating its activities in respect thereof?  This is sort of a follow-on to what you just said, that both agencies try to stay within their mandate.  I'm assuming that by that you meant their legislative mandates.


MS. MEDLEY:  Yes.


MS. SEBALJ:  And so is there anything in place for, for instance, LSEs or day-ahead market, or whatever other initiatives, in writing, to suggest that this is where your mandate stops and this is where ours begins, other than the legislation?


MS. MEDLEY:  I am not aware of anything in writing other than the legislation.


MS. SEBALJ:  Thank you.


MR. LYLE:  I don't think we believe, though, that there's any lack of clarity with respect to the IESO's role in these types of activities and the OPA's role.  The IESO has a very different tool set than the OPA has available to it.


 The IESO, obviously, has responsibility for the Market Rules, for the design of the IESO market.  The OPA has the tool of procurement contracts, so we don't find that there has been any confusion in those roles.


MS. SEBALJ:  Thank you.  I’m trying to decide whether I should start on my next question or break for the morning break.


 Why don't we break and come back at around 11, or at 11, and I'll resume at that point.  Thanks.


--- Recess taken at 10:42 a.m.  

               ‑‑‑ On resuming at 11:04 a.m.


MS. SEBALJ:  All right.  Let's get started again.  I believe we're on Strategic Objective No. 5, building organizational capacity operating budget, and the first question provided in writing has been answered.  The OPA has provided actual 2006 spending.


That, of course, contains a forecast, and I'm wondering, as sort of an overarching question, whether someone could tell us when the OPA anticipates having actual numbers to December 31.


MR. STEEN:  We are required by legislation to file it by the end of March, and we're looking at having the numbers ready for our board towards -- board meeting early in March, to have them ready by then.


MS. SEBALJ:  So they won't be available for purposes of this proceeding?


MR. STEEN:  No, I'm afraid not.


MS. SEBALJ:  Thank you.  Under the sub-issue B, the OPA's spending pattern for capital additions is 3.5 million in 2005, 0.2 million in 2006, and 2.9 million proposed for 2007.  And the reference there is Exhibit D, tab 2, schedule 1, page 15, and it's table 9.  


Could someone please provide a reason for the variability in the capital spending pattern?


MR. STEEN:  That's easy to give an answer to.  In 2005, the 3.5 million that the OPA used as capital expenditure was required to set up the OPA operation, its offices, computer equipment, furniture.


In 2006, the budget assumed that OPA would be pretty much stable at that point in time; hence, only this small‑cap expenditure of 200,000, which was used primarily just for computer equipment and some bits and pieces of furniture.


In 2007, as has been indicated in the evidence going forward that the OPA is looking at increasing its staff and this brings with it increased facility requirement, so that's what has given rise to the $2.9 million.


Of that, 1.2 million is required for expansion of offices.  As we heard earlier, computer and audio‑visual equipment is $500,000, and then we're looking at furniture of 1.2 million.


MS. SEBALJ:  Sorry, I'm putting us back on air.  I forgot.


When you speak of expanding offices, I'm assuming it's still within the same leasehold space?


MR. STEEN:  That is correct.  In terms of location, what is happening is that we are taking on now the 18th and ‑‑ part of the 18th floor and part of the 20th floor for offices.


MS. SEBALJ:  And so does that have an impact on the lease?


MR. STEEN:  No.  The lease has sort of ‑‑ the original lease is considered the master lease, and the two additional leases that have been entered into are considered subleases of the master lease.  So they all terminate in accordance with the master lease.


MS. SEBALJ:  But are there operating cost implications, I guess I'm asking, of that additional space, or was that anticipated under the master lease?


MR. STEEN:  No, because there are some operating, because we would pay a service fee related per square foot.  So as we've increased our square footage of office accommodation, so there is some costs associated there.


MS. SEBALJ:  Sorry, I don't recall seeing that in the evidence.  Can you give me an idea of the order of magnitude difference in the amount that the lease is increasing?


MR. STEEN:  I'd have to give that as an undertaking and just come back to you with the number.


MS. SEBALJ:  Sure.  We'll mark that as Undertaking No. 3.  Board.

UNDERTAKING NO. 3:  TO PROVIDE ORDER OF MAGNITUDE DIFFERENCE IN LEASE INCREASE.

MS. SEBALJ:  Thank you.  Moving on to human resources, the Hay Group report, which is the 2006 compensation review filed in evidence at Exhibit C, tab 2, schedule 1 states on page 4 of 9 that:

"Comparator companies were chosen from the energy sector in British Columbia, Alberta, Ontario and Quebec." 


From the list of companies indicated at page 9 of that reference, there are five western Canadian oil and gas companies included.


Given the particular salary and wage environment in the oil and gas industry in western Canada, please provide justification for the selection of these companies as comparators.


MR. MCGREGOR:  First of all, the information that we gathered for the survey was collected early in 2005, and I think that was prior to most of the ramp-up in salaries out west.


We also recruit nationally for some positions.  We actually have four directors right now that have come from the west, and we're also looking at candidates from the west for some management positions.


When we first looked at the survey, we looked at eight organizations in Ontario, and the recommendation from Hay was that if one or two of those organizations changed significantly, it would have a dramatic impact on the information that we have.


And, in fact, the salary information for the eight Ontario organizations is actually ‑‑ was actually higher than the total of the 19 organizations that were surveyed.


And also the recommendation from Hay was, because of the type of people that we recruit for and the fact that we, at least on the senior positions, recruit nationally, that it would make sense to include organizations in the four most industrial provinces, Alberta being one of those.


MS. SEBALJ:  Thank you.


MR. MCGREGOR:  And the final point is that at the senior level, salaries don't differ that much across the country.


MS. SEBALJ:  Thank you.  In the Hay report at page 4, it is stated that:

"The Ontario broader public and financial sectors were initially considered as possible comparators but subsequently rejected." 


Can you explain that decision?  


MR. MCGREGOR:  It was looked at initially, but, in fact, the type of employees that we need to complete the mandate that the OPA has really don't come from the Ontario broader financial sectors.  They come mainly from the energy sector.  A lot of the people we have are electrical engineers experienced with cogeneration.  


So, again, the recommendation from Hay was that we use the energy sector as a comparator.


MS. SEBALJ:  Thank you.  Moving on to finance, I think this is the broader issue without a sub-question, but I'll ask it anyway.


Are the OPA's staff costs reasonable, given the skills and experience required?


MR. MCGREGOR:  I can answer that, John.  I think based on the survey information that we have certainly from Hay, and also we use Mercer as our benefit consultant, we think that our costs are reasonable, based on our mandate and the type of people we have.


MS. SEBALJ:  In sub-issue B, which relates to consulting fees, our question references Exhibit D, tab 2, schedule 1, page 4 of 19, and specifically table 3.


It's indicated that the budget for professional and consulting fees is proposed to increase from 8.32 million in 2006 to 21.43 million in 2007.  What are the criteria used by the OPA to determine when the expertise of an outside professional or consultant is needed; and then, given that the OPA is proposing to increase its staff from 98 to 141, is it not possible to expand the in‑house expertise at the OPA to offset costs associated with outside consultants, and, if not, why not?


MR. MCGREGOR:  I don't know.  I'd have to defer to John in terms of the breakdown of the exact numbers, but in terms of consulting fees, it allows us some flexibility with our workforce, and, again, based on our mandate.  I defer to John to talk about the numbers and maybe the breakdown.


MR. LYLE:  I think part of your question, Kristi, was with respect to the criteria we use, and it depends on the nature of the work.  I'll give you an example.  It comes from the legal group.


For example, when there is a major contract being negotiated, like Portlands, we rely on outside counsel for that type of a project.  We're never going to have the in-house resources to deal with a surge of work like that.  We look to the major law firms that are able to throw a lot of bodies at a project like that.  Obviously it wouldn't be appropriate for us to ever build in-house capacity to do a deal like that internally ourselves.


In addition, there is work where we would never have the necessary skill set or be able to retain the necessary skill set in-house.  For instance, related to the Bruce contract, we have counsel on retainer who has very extensive experience in nuclear power issues.


MS. SEBALJ:  Thank you.  I guess I go back to the answer that was provided on the HR, on the Hay study.  It's indicated that you're looking to the energy sector to develop your expertise, and the expertise is pretty significant at the OPA.  I guess I would just ask again whether you anticipate being able to build in-house capacity to be able to deal with some of the -- is it strictly a peak issue, in which case I understand that, or is it also an expertise issue, in which case do you anticipate being able to build that in-house expertise?


MR. MCGREGOR:  Well, certainly our plan is to build our internal capacity, but based on some of the initiatives like the IPSP, it makes sense to have a flexible work staff  so that we can increase or decrease as the needs dictate.

But certainly we're developing in-house capability, and that's part of the HR plan.  But it's always a balance; it's always a trade-off versus how many people you bring on board full time versus on contract.  And it's to meet peak demand, it's to facilitate -- as Mike said, add to some of the expertise that maybe we don't have and maybe don't need long-term.  It allows us a fair bit of flexibility. 


In some cases, some of the people that have the expertise are really not even interested in working on a full-time basis.  We're trying to develop -- and part of the HR plan for 2007 is to develop the skills, certainly, internally of our employees, but we'll continue to use consultants and contractors to meet the demands.


MS. SEBALJ:  Thank you.  I believe our question under issue (c)(i) has been answered.  The next question has been addressed, at least in part, in response to a question from Energy Probe.  It relates to the OPA's deficit of 5.791 million in 2005.  I guess that was the original number provided in the annual report, and it's now a smaller amount than that.  But if I heard Mr. Lyle, there is no proposal at this time as to how to deal with that deficit.


MR. LYLE:  I think we're confusing two things.  You're talking now about the 2005 deficit, and that was recovered as --


MS. SEBALJ:  Oh.  My apologies.


MR. LYLE:  That was recovered as part of last year's revenue requirement case and approved operating budget.


MS. SEBALJ:  Right.


MR. RICHMOND:  Mike, in terms of your formal financial statements, you would reflect that in the '06 report, then, presumably?


MR. STEEN:  That is correct.  The deficit of the 5.7 million from '05 is carried forward in terms of our net assets in our opening balances for '06, and as such, in terms of our fee recovery, which was the 38 million awarded, part of this was to award debt.


MS. SEBALJ:  Thank you.  Moving on to deferral accounts, which is Issue 5.4, in the OPA 2005 annual report, a liability of some $72,827,345 is noted under "Retailer settlement balance."  Given that there are no accounting policies noted on pages 21 and 22 of the annual report for retailer settlement balances, what is the accounting basis for recording this item as a liability? 

MR. STEEN:  The reason for reporting this as a liability is that under the legislation that formed the OPA, the OPA was also required to record transactions on behalf of third parties, the retailer settlement or retailers being one of those third parties.  As such, at the end of December 31, December 2005, this was a liability in terms of monies that we collected on behalf of third party, being the retailer.


MS. SEBALJ:  So the OPA is interpreting that legislation as requiring it to be recorded as a liability?


MR. STEEN:  That's correct.


MR. RICHMOND:  I see that there are no notes, though, in the financial report to reflect anything about that.


MR. STEEN:  Sorry.  I'm just turning to that page.


MS. SEBALJ:  The reference, for the record, is Exhibit A, tab 5, schedule 1, page 17.


[Witness panel confers]


MR. STEEN:  No, there are no notes.  


MS. SEBALJ:  The 2006 retailer monthly contract settlement is shown in table 1, at Exhibit D, tab 3, schedule 2, page 4.  I'm going to pull that out.


The overall balance in the account as at August 31, 2006, was a 22.1 million payment to retailers.  What is the overall balance/deficit in this account as at December 31, 2006?


MR. LYLE:  You recall, Kristi, we addressed this at our opening presentation this morning, and it's in the updated evidence as well, but the accumulated balance for all of the deferral accounts is now $8.5 million.  The overall balance for all of the retailer settlement accounts is $7.5 million.


MR. RICHMOND:  Yes.  To follow on from that, Mike, you did address it.  And holding to the retailer settlement for a moment, rather than summing them together.


MR. LYLE:  Mm-hm?


MR. RICHMOND:  What you did is gave us an update to November 30th.  And just with respect to the retailer settlement, that was a net total of 44 million payment to retailers.


MR. LYLE:  That's correct.


MR. RICHMOND:  So it's fair to say, and obviously we would have to speculate on that, but I think it's fair to say, looking at what the spot prices were during December, that that would be in excess of probably 50 million by year-end.


MR. LYLE:  Yes, you're probably correct.


MS. SEBALJ:  The OPA states that it plans to dispose of the aggregate balance of the 2005, 2006 and 2007 deferral accounts by way of the 2008 revenue requirement submission, and that's at Exhibit D, tab 3, schedule 1, page 6.  Given that there has been an outflow of more than 20 million in the first eight months of 2006, does the OPA project that there will be a net surplus in the deferral accounts a year from now?


MR. LYLE:  We're not making any such projection. 


MS. SEBALJ:  If the aggregate balance of the 2005, '06, and '07 deferral accounts is in a deficit at the end of 2007, how does the OPA plan to fund the deficit?


MR. LYLE:  The OPA would I have to apply to recovery the deficit through its fees.


MS. SEBALJ:  And it's the OPA's position, based on something I heard you say earlier, that that's the only way to recover this?


MR. LYLE:  That's the only mechanism we have under the statute, is to recover the sums from ratepayers.


MS. SEBALJ:  In the notes to financial statements in the OPA's annual report - and, again, that's at Exhibit A, tab 5, schedule 1, page 21 - under the OPA's ability to continue as a going concern, it's stated that:

"The OPA has minimal counterparty risk, given that its only counterparty will be the IESO.  This statement appears to ignore the OPA's credit exposure to various provincial retailers.  The OPA makes payments to various retailers until November 2007, when the HOEP exceeds approximately 6 cents."


Please comment on the apparent omission. 


MR. STEEN:  There is no omission there, in that the retailers' relationship resides really with the IESO, and we get the charge‑through from the IESO.  At the end of the day, it becomes the IESO's responsibility either to disburse funds back to them or to collect funds from them, and it's not an OPA function.


MR. RICHMOND:  But is it not an OPA function, because in previous evidence you've just said ‑‑ I think Mike said ‑‑ that if there is a deficit, and I think that would be a strong likelihood, then you'll have to recover those monies to cover that deficit through your fees?


MR. STEEN:  That is correct, but our liability will reside with IESO, who in turn will have to disburse the fees to the retailers.


MR. LYLE:  When we were talking about counterparty risk, I think we were talking about it being a risk of non‑payment of something that is owing.


MS. SEBALJ:  Understood.  So now the sub-issue, clearing of government procurement costs, deferral account.


In Exhibit D, tab 3, schedule 1, at page 2, the OPA states that costs to September 30th, '06 are $823,000 for various activities that are itemized, at that exhibit.  That's schedule 2, page 2 of 2.


Has the OPA received any more government charges during 2006?


MR. STEEN:  The answer is, yes, we will receive some more charges, and we have provided updated evidence in Exhibit D, tab 3, schedule 2 with the breakdowns, and the total amount due to the government now stands at 1,034,000.


MR. RICHMOND:  Yes.  And we received that amended, and that was to the end of November 30th, I believe?


MR. STEEN:  That is correct.


MR. RICHMOND:  Since that time period has passed, and I recognize you don't have the actual financials, but have there been any other contracts that you would reasonably have to recover for?


MR. STEEN:  We have not been given any information to say there will be additional charges from the Ministry.


MS. SEBALJ:  When does the OPA propose to clear the account?


MR. LYLE:  We're proposing that this account be treated with the other accounts and the issue of disposition be addressed all at the same time.


MS. SEBALJ:  In Exhibit D, tab 1, schedule 1, page 2, the OPA aggregates the 2005 and 2006 retailer settlement deferral accounts with the government procurement cost deferral account.  Is this a reasonable approach, given the significant differences in the money flows of these two payment streams?


MR. LYLE:  This goes back to the point I just made, which is that we're proposing to clear these accounts at the same time and as part of next year's revenue requirement case.


We could, alternatively, have added this $1-million amount to our fees request for 2007, but given the size of the amount involved compared to the retailer deferral accounts, it seemed a wiser approach to aggregate them with those retailer accounts.


MS. SEBALJ:  Thank you.  Just a few more questions under the general issue.


Given that the OPA is proposing a volumetric charge for the usage fee, is the OPA suggesting that this fee be collected and processed by the IESO in a similar manner as other wholesale market service charges?


MR. LYLE:  Yes, we are.


MS. SEBALJ:  Given that the OPA is proposing a fee on a per‑megawatt-hour basis, and this could result in a variable amount collected, is the OPA also proposing a variance account with a true-up at year end?


MR. LYLE:  We have not at this point in time.  It's something we've been thinking about, particularly also in light of the discussion that we had earlier related to the budgetary -- forecast budgetary shortfall in 2006.


We're struggling somewhat conceptually with the notion of when a deferral or variance account is appropriate for an entity like the OPA.  Obviously, as I indicated earlier, we do not have a shareholder and we only have one source of revenue, and that is from ratepayers.  


So whether or not we had a variance account established, if we were short revenues as a result of a misforecast in calculating the fee or we had obtained excess revenues, either way we would have to either return those to the ratepayer or seek recovery from the ratepayer for those amounts.


Whether or not we had a variance account, that would be the case.


MS. SEBALJ:  In the notes to financial statements in the OPA's 2005 annual report, which again is at Exhibit A, tab 5, schedule 1 - and particularly the reference here is page 22 - under "revenue recognition" it is stated that: 

"Fees earned by the OPA is based upon OEB‑approved rates for electrical energy withdrawn from the IESO-controlled grid by electricity consumers of Ontario.  Such revenue is recognized in the period in which it is collected." 


This does not appear to accurately reflect the source of the $15 million in OPA funding for 2005.  From the above‑mentioned financial note, it also suggests that the OPA is intending to pursue a cash basis of accounting for revenue rather than an accrual basis.


Can the OPA confirm that this is the case?


MR. STEEN:  No, that is not the case.  The OPA works on an accrual accounting system, and in terms of our processes, we recognize and collect ‑‑ will collect through IESO when the amounts become due on an accrual basis.


In terms of the $15 million, that refers to the '05 note.  This was a grant that was given to us or recognized as a grant from IESO, and in an effort to keep consistency within the notes, this is money that IESO collected through a fee base from the consumers of Ontario, which will be consistent with our basis going forward.


MS. SEBALJ:  I think we've addressed the issue of the mechanism for adjustment with respect to the difference between the interim and the final approved fee, or at least we've asked the question.


Moving to 6.2, are the OPA's  plans for 2007 stakeholder consultation appropriate?  That's the general issue.  Do we have any specific questions on this?  


[Witness panel confers]


Okay, I don't think we have any questions with respect to stakeholder or the EB‑2005‑0489 settlement agreement. 


Those are all of the Board Staff's questions. 


MR. LYLE:  Thank you. 


MS. SEBALJ:  Next in terms of order of appearances,  Mr. Poch. 


QUESTIONS BY MR. POCH: 


MR. POCH:  I can proceed, but if anybody has a time constraint and isn't staying around for the CDM portion, I'm happy to cede, if that helps anybody. 


 I wanted to get a breakout of the amounts in your budget for OPA hearing costs for the legal and expert support and any budget for intervenor costs or funding for the OEB forthcoming process. 


Can you point me to either evidence or provide that?  


MR. LYLE:  Do you want to answer it? 


MR. FREEMAN:  Go ahead. 


MR. LYLE:  With respect to what's in strategic objective's number 2 budget, there is a budget of $2.68 million related to the legal fees.  There is also a budget of $400,000 that's related to transcripts, publication of the notice of application, and witness training.  In the legal and regulatory budget, as indicated earlier, there is $300,000 related to funding of stakeholders for their participation in our stakeholder process before the filing of the IPSP, and an additional $100,000 for consulting help with the preparation of the IPSP filing. 


 There are no amounts currently for cost awards related to the IPSP itself, as we anticipate that those amounts will be paid out in 2008. 


 Neil, do you want to speak to the consulting assistance in your budget related to the IPSP? 


MR. FREEMAN:  Yes.  Our consulting costs, a professional and consulting total of just over 5 million is -- my apologies.  Of the approximately $5 million of professional and consulting costs, 3.1 million is for legal and consulting, and 2.6 million of that is incremental to the filing, so we wouldn't anticipate those costs recurring. 


MR. POCH:  From that answer, do I take it that at least the 2.6 pertains to the event of the IPSP review commencing in this fiscal year? 


MR. FREEMAN:  That's correct. 


MR. POCH:  But that in addition some of your non-incremental budget would be dedicated to that end?  Presumably -- 


MR. FREEMAN:  Would you repeat that, again, sir? 


MR. POCH:  Well, you had mentioned there's 5, of which 2.6 is incremental. 


MR. FREEMAN:  Yes. 


MR. POCH:  And of the part that's not incremental, is a portion of those resources being utilized in the formal IPSP review process? 


MR. FREEMAN:  Again, I'm not sure I'm answering this correctly, but all the work we're doing in 2007 is related to the IPSP. 


MR. POCH:  That's helpful, thanks.  And I did ask a written question with respect to whether, if there's no budget - as you've indicated there is not - for costs, there would be any need for a variance account.  And I take it that in general your position on variance accounts is they don't serve any meaningful purpose because - do I understand this correctly - if you run over budget, you simply run at a deficit and it gets carried forward into subsequent years; there is no question of it whether there's a shareholder impact, obviously?  Did I understand that correctly, Mr. Lyle? 


MR. LYLE:  Yes, I think you did understand that  correctly. 


MR. POCH:  Okay.  That's fine. 


All right.  Now, my next question is with respect to costs and uncertainties with respect to the Bruce  refurbishment contract.  In my written question I've cited the fact that you note that you've retained outside expertise in counsel, and I heard some discussion of that earlier today, for that contract.  We've also heard in the press that there are uncertainties, for example, with respect to new acquisition costs, and I understand from the evidence you're also responsible, or that you've undertaken the role of auditing some aspects of the Bruce contract. 


Can you give us a rundown of what the costs in 2007 are budgeted with respect to that contract; and further, what uncertainties exist flowing from that contract? 


MR. CHEE-ALOY:  With respect to the Bruce Power contract, there is $480,000 allocated to external consulting fees.  The breakdown there is $300,000 for audit, $130,000 for technical support, and $50,000 for legal support.  In-house, we basically have one FTE that will look after the Bruce contract from a management point of view. 


MR. POCH:  And what about the uncertainties? 


MR. CHEE-ALOY:  Okay.  To your second point, as in any supply contract involving development or refurbishment, there are some risks, and those risks are basically  addressed through appropriate provisions in the contract.  With respect to the Bruce Power, I would categorize three main risks to that contract, the first one being developmental risks with respect to things as construction, input costs, so on, so forth. 


 The provisions in the contract to address that point mainly revolve around force majeure and a sharing of risks and costs between both counterparties, that being the OPA as well as Bruce Power. 


 The second major risk would be fuel risk.  We do have a provision set up, being the fuel procurement strategy, which is to be outlined every five years, to which how Bruce will procure the fuel for that facility. 


 The third major risk would be transmission.  And concerning that point, there are discussions ongoing as there are issues, and we recognize the problem with respect to that risk. 


MR. POCH:  Can you give us some range or quantification of the kinds of risks?  Presumably those were analyzed before you signed on the dotted line.  I don't know if you've done any update, but whatever information you have would be helpful. 


MR. CHEE-ALOY:  Yes, that would be difficult to do concerning the commercial sensitivity with respect to any quantification of any risks. 


MR. POCH:  Can you explain that concern?  I'm wondering what market you're worried about disclosing this information to. 


MR. CHEE-ALOY:  Well, for example, just look at the fuel risk, and uranium prices have more than doubled since 2005.  It is a commodity that is tradeable, that is liquid.  Any sorts of risks that go along with fuel and any strategies to mitigate that risk could be commercially sensitive with respect to the contractors to which -- Bruce would be procuring that fuel source from. 


MR. POCH:  So you're saying you may have information or you based your analysis on information that's been provided in confidence?  Is that what you're saying? 


MR. CHEE-ALOY:  What I'm saying is, it is a  commercially sensitive contract between the OPA and Bruce Power, and some of the quantifications with respect to these costs and risks we're talking about right now cannot be disclosed. 


MR. POCH:  Yes, and I'm just trying to understand that concern.  Whose information is confidential?  Who is at risk from the disclosure?  That's what I'm trying to understand.  OPA presumably has made some projections.  Let's take the fuel price risk as an example.  I don't want to get into cross-examination here.  I'm just trying to understand your objection, so we can decide whether we need to go to the Board on this. 


 Take the fuel price risk.  You have a clause which says you're exposed to some of that.  I'm wondering what's confidential about your analysis of the uranium market uncertainties.  Who's compromised by -- if that nature -- 


MR. CHEE-ALOY:  As buying counter-party to the contract, the OPA is acting on behalf of ratepayers.  And in any commercial transaction, and you can look at other types of arrangements with other supply contracts to which there is a fuel component and there is fuel risk.  If the OPA is counterparty to the contract on behalf of ratepayers, essentially any sorts of arrangements with respect to, as the example you've given, the fuel and procurement strategies with respect to that fuel could be compromised if commercial information is leaked with respect to that item and it could affect future procurement of that fuel source.

MR. POCH:  So do I understand correctly you're worried about protecting your subsequent ability to negotiate for further periods or with other suppliers in other procurement contracts?


MR. CHEE‑ALOY:  Correct.


MR. POCH:  Okay.


MR. LYLE:  I should say, though, that there may also be information - that is, the information of Bruce Power - that under the contract we would not be able to disclose and would be effectively disclosed if we were to quantify the potential costs and risks as you've asked.


MR. POCH:  You're saying that in the hypothetical.  Do I take it that there are indeed clauses in your contract which preclude?


MR. LYLE:  There are provisions in the contract that provide for certain information to be held confidential, yes, and that was the contract that was negotiated by the Ministry of Energy.


MR. POCH:  All right.  Can you just tell me what items you cannot disclose so we can know what would fall into that category?


MR. LYLE:  We would have to undertake that.


MR. POCH:  Is fuel price risk one of those?


MR. CHEE‑ALOY:  It is certainly a risk in the contract.  We would have to undertake to...


MR. POCH:  Rather than go through this and having to guess the categories, why don't we just get this narrow undertaking.


What aspects are you by contract required to not disclose and can you provide that list?  And, first of all, let me see if I can get that as an undertaking?


MR. LYLE:  Yes, we'll undertake that.


MS. SEBALJ:  It's Undertaking No. 4.

UNDERTAKING NO. 4:  PROVIDE LIST OF CONFIDENTIAL INFORMATION IN MINISTRY OF ENERGY CONTRACT.

MR. POCH:  And then specifically with respect to the developmental risk -- and you spoke about sharing force majeure as part of that developmental risk; am I correct?


MR. LYLE:  Correct.


MR. POCH:  Is that confidential, or can you give us a broad outline of the nature of that risk?  When you say sharing, is it a 50/50 sharing or is it ...


MR. CHEE‑ALOY:  I'd have to undertake to ascertain what the level of detail is with respect to what we can disclose by way of contract provision.


MR. POCH:  All right.  So I'd like to ‑‑ then let's have a separate undertaking to provide what information can be provided with respect to the developmental risk, both its nature and extent.


MR. CHEE‑ALOY:  Okay.


MR. POCH:  Thank you.


MS. SEBALJ:  That's Undertaking No. 5.

UNDERTAKING NO. 5:  PROVIDE LIST OF INFORMATION WHICH CAN BE DISCLOSED IN MINISTRY OF ENERGY CONTRACT.

MR. POCH:  The next area of questions with respect to the whole area of development of the OPA is involvement in the development of market mechanisms, and forgive my naivety here.  I'm not an expert on, you know, derivatives and what have you, but I'm trying to understand to what extent two arms of the OPA are, in a sense, struggling with one another, and also to understand the split of responsibilities, further understand the split of responsibilities between the OPA and the IESO in this regard.  


And let me ask it in very simple terms, as I've done in my written question, which is:  Take an example where you've received a policy direction from the government, such as phasing out of coal, reliance on coal at the earliest practicable time frame, and take the -- what I -- for the purposes of my question, let's presume that implicit in that policy objection is that we not simply shift to US coal.


How do you reconcile your efforts to pursue that and your efforts to develop the market?  What safeguards are you putting in place so that the market mechanisms don't simply undermine the policy objective, and whose responsibility is it to see that those things are consistent in the circumstances?


MR. CHEE‑ALOY:  I think a clarification point needs to be made with respect to the question of coal phase-out.


First, the shutdown for coal is within the OPA's mandate through the directive by way of the IPSP.  To that end, it's a physical issue, and I think that's an important distinction to make.  Coal‑fired resources will only be kept around so long as reliability and adequacy may be compromised.


The items listed under paragraph 8, tab B, schedule 4 -- sorry, schedule 1 really relate to market efficiency and how the market may respond with respect to the day‑to‑day, hour‑by‑hour, minute‑to‑minute economic transactions with respect to dispatch.  


So, therefore, those issues with respect to how the market works and its market design are not really impacting coal shutdown.  It won't complicate it nor will it facilitate it.


MR. POCH:  All right.  Well, I'm thinking, for example, of the initiative to try out load-serving entities, and my simple understanding is you're basically going to have such entities with responsibility to a sector of the market, the consuming market out there, and they will also have their own task of lining up supply.


And what I'm asking is:  Whose responsibility is it to see that there are rules in place so that that -- over the long term, the activities of those third parties are consistent with the policy objectives that have been given to you under the ‑‑ in the rubric of the IPSP directives, or do you not see any conflict there?


MR. CHEE‑ALOY:  We don't see any conflict there.


With respect to load‑serving entity, it is a proof of concept of our pilot, and Ms. Medley has talked about that concept earlier with respect to the OPA being a facilitator in its role to bring together parties to potentially develop that mechanism.


So we're quite a bit away from understanding what that final construct may be and whether it would have any role with respect to procuring any sort of supply which could affect coal.


MR. POCH:  Bear with me for a minute, and I apologize if I'm taking too long in this, but one assumes that when you create market mechanisms, all else being equal, the market mechanisms will be seeking the least-financial-cost alternatives out there.  Hence, the drive for the market mechanism.


And that that may not be the least total costs, if one counts externalities, for example, as you are obliged to consider, at least in your long‑term system -- I won't use the word planning, but system‑shaping role.


And so the question is:  To what extent -- who in the OPA, if anybody, is responsible for ensuring that you're not developing market mechanisms which will frustrate the ability of you or your political masters from shaping the ultimate mix that Ontario relies on, and is that a role within OPA right now specifically?


MR. CHEE‑ALOY:  It's not a specific role in the OPA, and, again, it's the important distinction between the physical issue of shutting coal and the market efficiency issues of building mechanisms to create efficient operation in the market.


By way of a policy, that is how we arrive at the physical issue of shutting down coal, and through that policy and within the physical realities of the system, the supply mix, that is how the market mechanisms would address ‑‑ not address, but facilitate how the market works given that supply mix.


MR. POCH:  Well, okay.  Maybe I should back up and say my question wasn't restricted to the one policy goal of shutting down the coal plants, so if we could talk about the policy goal of enhancing CDM and renewables, for example, and the portion of that in the mix.  


Perhaps we're two ships passing here in terms of what we're thinking about, but I'm concerned that there is no one in your shop whose job it is to constrain the market mechanism or have input into the market rules, or what have you, to ensure that ultimately what the market delivers up fits the broader policy objectives.


MR. CHEE‑ALOY:  Mm‑hm.


MR. POCH:  I understand how ‑‑ let me leave it at that.  I don't know if you have anything to add.  We can just leave it hanging if you...


MR. CHEE‑ALOY:  Well, the last point I could make, certainly by way of the policy to shut down coal, the supply mix will change.

As an example, as more renewables come on-line as well as refurbishment of base load nuclear, you have more megawatts that are operating in a base load fashion.  It would be prudent for the OPA to work in conjunction with the IESO to make sure that the market design addresses the fact that more base load or intermittent generation such as wind resources come on line.  The market can handle that in  as an efficient manner as possible with respect to dispatch.


MR. POCH:  Right.


MS. MEDLEY:  I would just like to add to that that electricity sector development group does have staff who participate in the market advisory committee and other groups in the IESO, to ensure alignment.


MR. POCH:  Well, I won't beat that one anymore.


Let me move on to a somewhat related question, which was, you have a clear directive, as we've spoken of, to shut down the coal plants as soon as practicable.  And I'm wondering if in terms of marshalling your resources at this point you have layered any interpretation on that.  Are you using some kind of a cost-benefit analysis?  What rule mechanism, if any, are you using in the OPA in 2007 to determine what's to be done, in the near term, at least, on that front?


MR. FREEMAN:  Just to pick up where Jason made a point.  There are two factors going into the phaseout of coal.  One is to maintain sufficient generation to meet the planning reserve, and the second is to provide insurance to deal with the risks that do exist in the industry.


As you yourself mentioned, the directive requires the phaseout of coal and for the OPA to come up with a plan.  We did provide some initial thoughts on that in our stakeholdering session last November, and we will be preparing a paper in the forthcoming weeks on the coal phaseout that will give those types of details.


MR. POCH:  Can you help us today with understanding how you're interpreting the directive and when it speaks of "as soon as practicable," because this is where the rubber hits the road in this year.


MR. FREEMAN:  I can.  OPA is interpreting the directive as meaning that coal plants should be shut down as soon as system adequacy needs can be met and the risk of contingencies that reduce the amount of supply or CDM could be mitigated by other means.


The need to maintain all coal units in service during 2007 to meet system adequacy has been established by the IESO in its June 2006 reliability outlook.  That's the IESO.  And OPA has not undertaken any further analysis on this.


MR. POCH:  Your job under that set of rules is to go out and procure alternative supply or otherwise facilitate the coming into existence of other supply, and then you'll take a measure of that as you go; is that what you're saying?


MR. FREEMAN:  What I'm saying is, we've been asked to come up with a plan for the phaseout of coal as soon as practicable.


MR. POCH:  I guess I'm just asking, what's the rule that you're using?  Have you come up yet with a rule for how heroic your efforts are at this time in that regard; a cost-benefit ratio, what have you?


MR. FREEMAN:  As I indicated, we did provide some initial thoughts on this at our stakeholdering workshop in November, and we will be providing more detail in the coming weeks.


MR. POCH:  Is that an answer that you have not yet landed on a rule that will inform that plan?


MR. FREEMAN:  I guess what I'm saying is that we don't have a final position on this as yet.  It's in the process and it will be released in the coming weeks.


MR. POCH:  All right.  Thank you.  I think those are my non-CDM questions.  Thank you.


MS. SEBALJ:  Thank you, Mr. Poch.  Mr. Gibbons.


QUESTIONS BY MR. GIBBONS:


MR. GIBBONS:  Thank you.  Jack Gibbons for Pollution Probe.


I want to follow up on Mr. Poch's line of questioning about the coal phaseout.  It's Pollution Probe's understanding that the government wants the OPA to phase out all coal-fired power plants as soon as possible, and it's also Pollution Probe’s understanding that the Government of Ontario does not want to achieve the coal phaseout in Ontario by importing coal-fired electricity from the United States of America.


Is your understanding of government policy different than Pollution Probe's?


MR. FREEMAN:  My understanding doesn't necessarily --  I didn't see in the directive from the government the second part of your point.  I don't know that that's not the case, but it certainly wasn't specified in the directive.


MR. GIBBONS:  Could someone else from the OPA clarify that point?  If Dr. Freeman doesn't know it, it's very clear to me that that's government policy, but if that's not the OPA's understanding, and if they're pursuing it down a track where they are going to phase out coal in Ontario by importing dirty coal from the United States of America, that would be very helpful for us to know.


MR. LYLE:  Our understanding is that we received a directive that requires us to plan for coal-fired generation in Ontario to be replaced by cleaner sources in the earliest practicable time frame that ensures adequate generating capacity and electricity system reliability in Ontario.  That's what we're working to achieve.


MR. GIBBONS:  Mr. Lyle, do you understand "cleanest sources" to exclude coal-fired power electricity from the United States of America?


MR. LYLE:  I also can't answer that question.


MR. GIBBONS:  Could we get an undertaking, sir?


MR. LYLE:  An undertaking as to the OPA's  understanding?


MR. GIBBONS:  Yes.  From Dr. Carr?


MR. LYLE:  We could certainly attempt to make our best efforts to see what kind of response we can give to you with respect to that specific issue, yes.


MR. GIBBONS:  Thank you.


MS. SEBALJ:  Marking that as undertaking no. 6.

UNDERTAKING NO. 6:  TO PRODUCE UNDERSTANDING OF THE TERM "CLEANEST SOURCES"

MR. GIBBONS:  Thank you.  Those are Pollution Probe's questions.


MS. SEBALJ:  Mr. Barr, you didn't have any questions?


MR. BARR:  No.


MS. SEBALJ:  And Mr. Harper?


MR. HARPER:  Yes.


QUESTIONS BY MR. HARPER:


MR. HARPER:  My name is Bill Harper.  I'm a consultant for VECC public interest group.  My first set of questions have to do with strategic objective number 2.  I guess the first one -- actually, this was a generic question that applied to all four objectives and had to do with the professional and consulting costs.  As I understand it, professional and consulting costs that you're reporting in the budget for each of those four strategic objectives includes professional consulting fees, costs for stakeholder consultation - that would be facilitators, facilities, those sorts of costs - and funding to provide support for stakeholder participation.  Is that correct?


MR. FREEMAN:  I'll defer to the director of finance because you're speaking across OPA, if you don't mind.


MR. LYLE:  That is essentially correct.  I think we indicated earlier that there's also money related to the publication of notice and transcripts related to the proceeding itself.


MR. HARPER:  And that would be included in the professional and consulting costs, then, as well?


MR. LYLE:  That's correct.


MR. HARPER:  I had my written questions.  Would it be possible to get a breakdown for each of the strategic objectives as to how much of the costs of the

report in total are for professional consulting fees versus

the hard costs associated with stakeholder consultation - that's facilities and facilitators – versus how much is being budgeted for funding to provide support to stakeholders.  I guess if I think of that as being a table that's 3 by 4 or something, I don't know whether it's necessary for you to rhyme off the numbers now or perhaps just give an undertaking that you could provide that to us.


MR. LYLE:  Just so I'm clear, is this with respect specifically to strategic objective 2?


MR. HARPER:  Well, originally, if you look through my series of written questions, I think I have virtually the same question under the each four strategic objectives, so I thought rather than asking the question four times I would just ask it once and ask if you could give that sort of breakdown for each of those four strategic objectives.


MR. LYLE:  I think we can give that breakdown.  You wanted it generally, though?  You weren’t focussed on the IPSP in particular.


MR. HARPER:  It was overall.  I think you have an overall budget there, and as I said, I think it includes some professional fees, it includes hard costs like facilities, it includes stakeholder funding.  I was trying to get an understanding as to the breakdown of those different categories so I can see how those costs are changing.  I would like that both for the 2006 budget

values and also for the 2007 values so we can see what's

changing each of them.


MR. O’LEARY:  So that I'm clear, when you reference facilitators -- if we're paying fees to facilitators, you want that characterized under stakeholder consultations as opposed to professional consulting fees; is that correct?


MR. HARPER:  Yes.  Yes.


MR. LYLE:  We can undertake to do that work.


MS. GIRVAN:  Mike, can I just jump in?  It's Julie

Girvan.  I had asked a question sort of the same lines under each of the strategic objective budgets.


MR. LYLE:  Mm‑hm.


MS. GIRVAN:  To actually just provide more detail for each of those budgets.


MR. LYLE:  And we do have answers to those questions.


MS. GIRVAN:  Okay.


MR. LYLE:  I don't know whether it will be sufficient detail for you, but we will be providing answers when we get to those.


MS. GIRVAN:  Do you have answers in writing?


MR. LYLE:  Yes.


MS. GIRVAN:  That's useful, then.  I just thought it was sort of along the same lines as what Bill was talking about. 


MS. SEBALJ:  So we'll mark the VECC undertaking as Undertaking No. 7.


UNDERTAKING NO. 7:  TO PROVIDE FULL DETAIL OF BUDGETS.

MR. HARPER:  I think my next written question was 7D and had to do with the budget for professional and consulting costs, and I think I'd asked there how much was associated with the preparation of the IPSP filing as opposed to the actual OEB review itself.  And I think you have given some information there earlier in response to one of the other questioners.


And I guess what I noted in the question was, I think, under this particular budget, there was, you said, $2.68 million for legal fees, $400,000 related to publication of notice and witness training, and then there was also some other budget under the legal and regulatory for stakeholder funding before the IPSP and consultation for preparation of the IPSP filing itself.


What I didn't catch in the discussion was any professional consulting fees that you anticipated incurring for support during the actual OEB proceeding itself, which would start some time, say, in the spring of 2007.


MR. LYLE:  Yes.  My understanding is that there is budget in Strategic Objective 2 related to people who would be retained to provide expert testimony.  I'm not sure who has those numbers.  Do you, Neil?  


Unfortunately, Neil just came back from holiday this morning, so he's operating under a bit of a disadvantage.


MR. FREEMAN:  We have consultants that are helping us sort of generally with the IPSP, and then we'll have, as Michael Lyle just indicated, consultants that would be expert witnesses.


MR. HARPER:  Right.  And I assume those consultant dollars are buried in the roughly $5 million of overall consulting and professional costs?


MR. FREEMAN:  That's correct.


MR. HARPER:  Would you be able to give us an estimate of how much the provision for that is in your 2007 budget?


MR. FREEMAN:  I think we could do that.


MR. HARPER:  And I appreciate that if you just came back from holiday, but maybe by Friday you'll be able to pull it together.


MR. LYLE:  We'll undertake to provide that.


MS. GIRVAN:  I was just going to jump in again, sorry.  It seems that people, some people, anyway -- I think Board Staff was asking these questions, too.  People are looking at your projected costs overall for the IPSP hearing, and I think you've talked about everything excluding intervenor costs. 


And I think it would be helpful -- I realize you're not going to do a projection of that.  That's something that you're proposing for 2008.  If you have -- because I think we're pulling pieces together from the various parts of your budget, and I think that's what some people are looking for.  Is that possible?  


It's 2.6 for legal, .4 for notices and witness training.


MR. LYLE:  Mm‑hm.


MS. GIRVAN:  300, I guess, for stakeholdering, and then there's others that are -- I think we've seen coming from other budgets, so...


MR. LYLE:  I think that's actually -- do you want to speak to that?


MR. STEEN:  The numbers that we're looking for, or the answer to the question here, is basically we have $335,000 set aside for this outside services.


MR. LYLE:  That's for external.


MR. STEEN:  For external.


MR. HARPER:  The 335,000, that would be the amount that related to the professional fees that Neil was going to undertake?


MR. STEEN:  That's correct.


MR. HARPER:  Okay, I just wanted to make sure I  connected the dots here.


MR. STEEN:  Yes.


MR. LYLE:  So if it would be helpful, though, for people for us to provide this all in one sheet, I think we can undertake to provide that, if that's what you're looking for.  Julie?


MS. GIRVAN:  Yes.


MR. LYLE:  Sorry, Bill?


MR. HARPER:  Yes.  See, we are co-operating in some way.  That's okay.


MS. SEBALJ:  So does that satisfy your previous undertaking, Mr. Harper, as well as the rest that we've just ‑‑ okay.


MR. HARPER:  I think so.  I think actually I've gotten a response to the undertaking I was talking to Mr. Freeman about, and that's the 335,000.  So I think we can scratch that one off the list, if you would like, and ‑‑


MS. SEBALJ:  So now we're talking about the separate undertaking, which is to provide a one‑pager of strictly IPSP-related costs.


MR. HARPER:  Well, I think we need to be clear in terms of -- you know, because the IPSP is a process that started back last year, actually, and I think what we were trying to understand here were:  What were the IPSP-related costs related specifically to the OEB hearing itself, as opposed to the process we're going through now, which is actually the development of the IPSP?


MR. LYLE:  So just for an example, then, the $300,000 that is in legal and regulatory to fund stakeholder participation prior to the filing of the IPSP, you're not trying to capture that cost.


MR. HARPER:  That's correct, but I would assume the $100,000 for preparation of the IPSP filing would be captured, because that's part of the process, preparing the filing to the OEB.


MS. SEBALJ:  So, Mike ‑‑


MR. CASS:  If I could just see if this would clarify it, Bill, what you would be looking for is to isolate all of the IPSP costs that occur because there's a hearing?


MR. HARPER:  Exactly.  Exactly.  I think if that's sort of the premise you want to try and -- and, you know, we've gotten some clarification from Mr. Lyle already that there won't be any cost awards in there for 2007, because that isn't in the budget, but, you know, for costs that are in the ‑‑ types of costs that are in the 2007 budget, what's directly related to the fact that there's going to be an OEB hearing this year.


MS. SEBALJ:  I'm marking that as Undertaking No. 8.

UNDERTAKING NO. 8:  PROVIDE COSTS IN 2007 BUDGET RELATED TO OEB HEARINGS FOR 2007.

MR. HARPER:  Okay?


MS. SEBALJ:  Sorry.  Yes.  Sorry, Mike.


MR. LYLE:  I just didn't hear your last comment,  Kristi.


MS. SEBALJ:  Sorry, I just marked it as Undertaking No. 8.


MR. LYLE:  Okay.


MR. HARPER:  Okay.  The next question I had had to do with the settlement agreement for last year and the provision for participant funding.  Unfortunately, I didn't participate in last year's settlement agreement, but I just wanted to be clear.  


I understood, in reading through the record, that the 2006 budget for participant funding from the settlement agreement was $450,000.  I just wanted to confirm that that was the case.


MR. LYLE:  That is correct.


MR. HARPER:  And would it be possible to tell us what is the forecast spending for 2006 for participant funding related to the IPSP that you're forecasting now?


MR. LYLE:  $65,000 to date.


MR. HARPER:  And I think you were forecasting an additional 300,000?


MR. LYLE:  Yes, we budgeted an additional 300,000 for 2007; that's correct.


MR. HARPER:  Actually, the next question I had in my written questions was just more of a generic one.  I noticed under each of the strategic objectives there was a reference to general program costs, and I was just wondering, for purposes of clarification, to understand what sorts of items would be captured under that category.


MR. STEEN:  It actually is set out in Exhibit D, tab 2, schedule 1 on page 12, but just for ease of reference, the sort of things we're looking at are conference meetings, facilities, media publications, accommodation, travel.


MR. HARPER:  Okay.  And, actually, the next question I had, I think, was answered.  There was a reference in the evidence to $3.1 million.  That's at paragraph 4 at Exhibit B, tab 2, schedule 1, related to the regulatory filing in the OEB review.  And I assumed that 3.1 million was the sum of the 2.68 million in legal fees we talked about earlier and the $400,000 in training and preparation of witnesses that we also talked about earlier.


MR. LYLE:  Yes, that's correct.


MR. HARPER:  Okay.  And I think the next written question I've had I think we can pass on, as well, because it had to do with -- I think it was focussed on costs that would be contingent upon the completion of the OEB hearing and direction from the OEB, and, my understanding, there are no costs in there for either intervenor funding or OEB fees related to the IPSP hearing.


MR. LYLE:  That's correct.  There's nothing related to OEB cost awards or the costs for 2007; that's correct.


MR. HARPER:  And the last question with respect to the Strategic Objective No. 2 had to do with -- I was looking at the compensation and benefit costs that were reported in tab 2.  They seem to be going up 2006 budget to 2007 by about 11 percent, whereas the actual staff levels for the group are staying constant.  


I was just wondering if there was an explanation for why we had an increase in compensation and benefits of over 10 percent, when the staffing levels were staying the same.


MR. STEEN:  Well, first of all, in the 2006 sort of budget, it didn't anticipate us getting up to full complement.  So particularly, for example, in the areas of PSP, we weren't up to full strength.  

Also, we have a salary increase that was anticipated for in the '07 budget, and we also allow for summer students coming through in the '07 budget.


MR. HARPER:  The summer students aren't counted for at all in the staffing numbers?


MR. LYLE:  They're not counted in the staffing numbers because what we're giving you is the FT at the end of the year.


MR. HARPER:  Fine.  Just so we understand.


I'd like to move on now to strategic objective number 3.  This is Exhibit B, tab 3, schedule 1, page 13.  I think we've heard the answer to this already.  There was a reference in paragraph 52 to additional audit and legal costs as a result of the contracts, I believe.  I was just wondering which cost category that would appear in.  I assume it's the professional and consulting costs? 


MR. LYLE:  Yes, that's correct.


MR. HARPER:  Also, I was just curious.  In paragraph 48 on page 14, it also talks about the fact that the professional consulting costs, the increase is partially associated with managing contracts, you have additional contracts, and also associated with the execution of new contracts.  I was just curious, is it possible to get some sort of understanding as to what the breakdown is between those two and how that's changing from, say, 2006? 


MR. CHEE-ALOY:  I can do that for you.  Under that second line, professional and consulting costs, for the 2007 budget you have 4.625 million.  There are three components contained in that figure.  The first one is with respect to contract management, and that is the $915,000 I spoke to earlier to manage the contracts under Paul Bradley's ERA shop.


 The second component would be the non-standard offer program supplied procurements.  And again, that's under Paul Bradley's shop.  The final component would be all standard offer program procurement and contract management.  That would include both the renewable energy standard offer as well as a clean energy standard offer -- those two administered under Paul Shervill's shop.


MR. HARPER:  Was there a breakdown?  So far out of the 4.6 million you've given me 915,000.


MR. CHEE-ALOY:  3.25 million for the non-standard offer program procurement.  Then the delta would be the standard offer.


MR. HARPER:  Are those portions of the total relatively the same as what was experienced in 2006?


MR. CHEE-ALOY:  Proportionally, yes.


MR. HARPER:  I guess I was also looking at Exhibit D, tab 2, schedule 1, which has the staffing.  That's on page 8, I believe.  And I believe it shows an increase here from 15 to 23 staff.  I'm just curious whether we expected that sort of is a permanent increase in staffing or whether that's something that's anticipated as being temporary.


MR. CHEE-ALOY:  That's a permanent increase in staff.


MR. HARPER:  I'd like to go to strategic objective number 4, then.


If I look at Exhibit B, tab 4, schedule 1, I believe it's page 12.  This was almost the flip side of the question I was asking under one of the earlier strategic objectives, and that is, I noticed there is a fairly significant decline in compensation and benefits over the period; i.e., from the 2006 budget to 2007, there is over 50 percent decline in compensation and benefits, but the staff levels are only declining by about 20 percent.  I was wondering if you could reconcile those two for me. 


MR. STEEN:  I can.  This relates to, really, our allocation methodology of executive and support staff.  In 2006, the cost for executive staff, which included the VP, was predominantly allocated in the compensation and benefits to support the area of sector development. 


 In 2007, with the reorganization, Paul Shervill, the VP and his admin support costs have really been allocated more to the CDM initiative.  Eighty percent of his costs are now going towards the CDM sort of initiative, and only a smaller portion is being taken up under strategic objective number 4.


MR. HARPER:  I guess that goes to the fact that earlier in his presentation Mr. Lyle was talking about the fact that a number of the groups support more than one strategic objective, and what you're saying is that the executive costs associated with each operating unit are allocated to the various strategic objectives that that individual group supports, and that allocation will change from one year to the next?


MR. LYLE:  That's correct.


MR. HARPER:  I'm trying to put it in my words so I make sure I understand it.


 I guess the next one was with respect to the technology fund.  If we look at look at paragraph 47, which is also on page 12 there, it talks about the fact that there will be administrative fees in 2007 associated with the technology funds.  I was just curious whether those administrative fees were going to be paid out of the technology fund itself or whether they were being funded out of general program costs or funded out of the professional consulting dollar line.


MS. MEDLEY:  They will be funded out of the professional and consultant line.

MR. HARPER:  I was curious whether they were going to be impacting on the funds available for the technology.


MS. MEDLEY:  No.  No, they’re not.


MR. HARPER:  I was moving on to another strategic objective, and I don't know what people thought are with respect to when you want to take your lunch break.  It's up to you.


MS. SEBALJ:  Yes.  This is around the time we were thinking of taking the lunch break.  Why don't we break until... is 1:30 sufficient for everyone?  We'll break until 1:30 and resume. 


--- Luncheon recess taken at 12:22 p.m.  


‑‑‑ On resuming at 1:32 p.m.


MS. SEBALJ:  All right.  Mr. Harper, I think we were part way through your questions.


MR. LYLE:  Okay.  Actually, Kristi, perhaps just before we start back with Bill, there was one question that came up from Energy Probe that wasn't originally in the written questions that were submitted that took us a little by surprise, and we have some additional supplement for that question.


It related to the capital expenditures in the audio‑visual equipment of $300,000, and that's found at Exhibit D, tab 2, schedule 1, page 15, table 9, of the evidence.  John, do you want to speak to that?


MR. STEEN:  Yes.  Thank you, Mike.  Just included under the audio‑visual equipment, I forgot to mention that in that $300,000 is an amount of $140,000 for a new phone system, which is required for the expansion at the OPA.  


Our current phone system has already been maxed out, and, as such, we have to replace the entire phone system, because the current phone system doesn't allow for expansion.


MR. POCH:  That would require long‑term planning capability.


MS. SEBALJ:  Was that everything, Mike?  


MR. LYLE:  Yes, Kristi, it was.  Thank you.


MS. SEBALJ:  Thanks.  So let's continue with the next questions.


MR. HARPER:  I think I said I was ready to start off on Strategic Objective No. 5, and that's in Exhibit B, tab 5, schedule 1.  When I was going through schedule 1, there they're talking about the budgets for, I believe it's five different basically support groups, and the budgets are set out in tables 1 through table 5 in that schedule.  


As I was summing the individual budgets for the individual groups, I got a total budget of about $13.6 million.  Then when I flipped to tab D where it summarizes the total budgets for each of the strategic objectives, the total budget reported there was $14.8 million, and I don't know whether it was a mistake of my finger on my calculator or whether there's some more reconciliation that's needed, that you can provide me between those two numbers.


MR. STEEN:  Yes.  The difference there to what is reflected in the overall budget, the item that's missing is the CEO costs -- Dr. Zheng's costs and some of the VP costs related to Strategic Objective No. 5.


MR. HARPER:  Okay, thanks.


I guess my next question had to do with, staying with schedule 1, if you turn to page 8 of schedule 1 there in Exhibit B, tab 2.  Maybe it is -- oh, it's paragraph 28.  I apologize.  It's back on page 7 ‑‑ no, Exhibit ‑‑ yes.


There seems to be some change in how stakeholder consultation costs were reported in 2006 versus 2007.  If I understand this correctly - maybe you can confirm - in 2006, the costs were in corporate communications, whereas in 2007 they reported under the individual strategic objectives as opposed to being lumped together in corporate communications; is that correct?


MR. STEEN:  That is correct.


MR. HARPER:  Is there some way, and maybe you could do this by way of a brief undertaking, sort of to try and provide some sort of re‑breakdown of the costs between 2006 and 2007 so they're comparable, and either stakeholder consultations is all in corporate communications or all in the strategic objectives are separated out, so when we're looking at the costs, we can be comparing apples to apples from one year to the next?


MR. STEEN:  We can give that as an undertaking for your questions 12 and 13.


MR. HARPER:  That would be great.  Yes, I think in 13 we've already talked about in the broader question at the start, but if you could do that for 12(a), that would be great.


MS. SEBALJ:  It's Undertaking No. 9.


UNDERTAKING NO. 9:  FURTHER BREAKDOWN FOR 

QUESTION 12(A).

MR. HARPER:  Next thing was I'd like to turn specifically to the HR, and I guess it's in Exhibit C, tab 2, schedule 1.  I think this is where you're providing the compensation review.


And on page 6 you've got a comparison of about five different categories of OPA employees with market compensation values, and you've compared them at a P50, which I think is a 50 percentile level, and P75, which is like a 75 percentile level.


And I was wondering, from the OPA's perspective, do you have any particular position or policy as to which of those two percentiles are the relevant for purposes of comparing compensation levels and establishing appropriate compensation levels?


MR. MCGREGOR:  In actual fact, we use both 50th percentile and 75th percentile and points in between.  It relates to a recommendation from Hay when they did the survey.  It was difficult and is difficult to cost medium-term and long‑term incentives, particularly at the executive level. 


These are things like stock options, and phantom stock and supplemental pension plans, those kinds of  things.


In actual fact, even though the 75th percentile looks like it's 25 percent higher than the 50th percentile, in actual dollar terms it's really 15 percent.  And that's the value that Hay put on the executive level on the medium- and long-term incentives difficulty.


And going down from the 75 to the 50th percentile, there's a number of steps and it's really, in effect, to offset the value of the medium- and long-term incentives that are paid by the comparator groups.


MR. HARPER:  Thanks.


I also noted that, actually, as you look down the bands, it was sort of the -- I guess the bands towards the bottom, and I'm looking at page 6 here again on Exhibit C, tab 2.  It was sort of the professional, technical and the clerical had a lower overall comparator ratio as compared to the top three bands.  


MR. MCGREGOR:  Right.


MR. HARPER:  And I guess that's what led me, I guess, to the other written question which I provided, which was:  Do you have any estimate as to what sort of is the percentage increase in compensation and benefits for 2006 to 2007, say, for the top three bands relative to the top two bands?


MR. MCGREGOR:  There's no difference there for benefits and for salary information.  With very few exceptions, with some clause in Dr. Carr's contract, they're the same.


MR. HARPER:  So it would be the same percentage increase across the board?


MR. MCGREGOR:  I believe so.  I'll defer to John in terms of the budget, but, as far as I know, it's the same percentage.


MR. STEEN:  Yes.


MR. HARPER:  That was a yes?


MR. STEEN:  Yes.


MR. HARPER:  Okay.  It was probably my ears.


Okay.  Actually, just looking through any written questions, I think on question 15 had to do a lot with OEB costs, and I think as I'm going through this, I think we've covered off all those questions already in responses to earlier things I've asked or things that other parties have asked.


If I look at the question 17 I had here - which again was sticking with Exhibit B, tab 5, schedule 1, and if you look at page 23 - here and elsewhere you're talking about the increase in premises costs, which has more than doubled between 2006 budget and 2007.


And one of the reasons you gave for that was the expiry of the landlord provision for free operating costs as of 2006 going into 2007, and I think later on in the evidence you peg that as being worth about 371,000.  


As I went through a process of trying -- even after I accounted for the 371,000, I still found an increase in premises cost of about 70 percent, when your overall staffing levels were going up by 44 percent, and I was wondering if you could reconcile those two.


MR. STEEN:  I certainly can.  If we look at just the costs for 2006 and if we normalized it, our actual costs are $1,329,000, and then if we add back the free inducement of 371, it takes us to 1.7 million.


Then if we look at 2007, our new space on the 17th floor would be 148,000, on the 18th floor is 219,000, and on the 20th floor is 451,000, which adds an extra cost of 818,000, or effectively a 48 percent increase in the costs.


Also, in terms of having to do sort of office renovations due to the expansion, we require temporary or swing space to house people while part of the office is being knocked down and being sort of rebuilt, and that's going to amount to 345,000 as a sort of a one‑off time cost for 2007.  And that is what makes up the balance.


MR. HARPER:  Okay, thanks.  That's great.  I think I'm finished with Strategic Objective No. 5 now.  I was wanting to look at ‑‑ there wasn't any information I could see in here; we talked about $400,000 worth of forecast revenues from non‑refundable registration fees in 2007 for the plan.  


I didn't see any information in here about what had been the actual revenues received for 2006, either planned in the budget or what were the revenues you were forecasting to receive for 2006.


MR. STEEN:  We forecasted to receive 450,000, and as far as I am aware, that's sort of been provided in the update, Exhibit D, tab 2, schedule 1. 


MR. HARPER:  Okay.  I probably just didn't catch it in the last day or so.


 I think my next question had to do with the fact that when you're reporting the costs for the budget you're  breaking it down by various strategic objectives, and you have five of them.


 In Exhibit D, when you're reporting head count, you report head count for the five objectives, then you report the head count for your executive team and executive assistants separately from that.  I think you may have answered this in part already in terms of I was wondering what the budget for the executive and the executive assistants are.  I think you may have answered that in part, and part of that being the difference between the 13-odd million and the 14-odd million we were talking about earlier.


 But I guess the question is, are the executive team and the executive assistants allocated for the purposes of the budget presentation and strategic objectives across the 5, or how are they treated for budgeting purposes?


MR. LYLE:  They're allocated to the strategic objectives that they have responsibilities with respect to. For instance, Mary Ellen Richardson's salary as well as her executive assistant's salary is allocated to strategic objective 1, CDM, and strategic objective 5, support.


MR. HARPER:  Right.  That's why to some extent you have the vice-presidents being allocated across, and I think as you were only saying earlier, Mr. Carr's salary effectively is the only one, and his support, is the only one that makes up the difference between the sum of those five support groups and the overall budget, then?    

 MR. STEEN:  Yes, and there is a small portion related to Mary Ellen's function in that she goes across some of the CDM functions.  She isn't under strategic objective 5.  She does carry a portion there of the salaries in terms of communications for which she's responsible.


MR. HARPER:  I'm trying to look through the questions I have here, and I think number 20 has been addressed.  I think 21, we're talking about the proposed contingency fund, and I think Tom spoke to that with you sufficiently. I was curious.  If you look at Exhibit D, tab 2, schedule 1, page 15, it's dealing with capital expenditures.  In here, in paragraph 40, there's a reference to the fact you're proposing to use a cash funding approach associated with future amortization expense to finance capital expenditures in 2007.  I was curious if you could maybe explain to us how that differs from how capital spending was treated, say, in 2006 and prior years, and whether this is a proposed practice that you're planning on continuing in future years.


MR. STEEN:  There is no difference to prior years, and it's the same practice that we go forward.  Simply, whatever the capital costs are, we expend, but then that amount is amortized out over the life of whatever the asset is that we've purchased, which is actually highlighted on Exhibit D, tab 2, schedule 1, at the top there of page 15 under table A.


MR. HARPER:  That's fine.  Somehow when I read "proposing" I thought something was changing, but nothing is changing in this area, then?


MR. STEEN:  No.


MR. HARPER:  Okay.


We've talked a lot about how different groups are allocated across different strategic objectives, and I was wondering if you could turn to Exhibit D, tab 2, schedule 1, page 17.  This shows the operating costs by organizational unit for the 2007 budget.  I was wondering if it would be possible to get a -- and I think this has been spoken to in various places in terms of how the bits and pieces go -- is it possible to get an undertaking to get a breakdown for each of those organizational units as to how much of their budget is attributable to each of the strategic objectives?


MR. STEEN:  Yes.  We can certainly give that as an undertaking.


MS. SEBALJ:  It's undertaking no. 10.

UNDERTAKING NO. 10:  TO PROVIDE BREAKDOWNS FOR ORGANIZATIONAL UNITS AS TO BUDGETS. 


MR. HARPER:  Then I stay in the same exhibit D, and I move to tab 3.  Look at schedule 1.  As I understand it, from paragraph 9 here, what happened is, for 2006 the $37.8 million used to fund the 2006 revenue requirement was withdrawn from the -- I call it the RCSDA, was the deferral account; the monies were taken from the deferral account in order to fund the 2006 revenue requirement?


MR. STEEN:  That is correct.


MR. HARPER:  I guess I was wondering, I noticed in terms of the deferral account treatment, it appears that the monies were all withdrawn automatically.  The whole 37.8 million seems to have been withdrawn January 1st of 2006; is that correct?


MR. STEEN:  Not quite January the 1st.  The money was withdrawn when the OEB awarded the 38 million cost to the OPA and the accounting treatment was at that point in time the legality of ownership of that 38 million then transferred out from being a liability under the retailer’s account to ownership of the OPA.


MR. HARPER:  Could you tell me what was the timing of that?


MR. STEEN:  Can you remember when the OEB order was granted?  It was March.  Approximately March, I would say, last year.


MR. HARPER:  Fine.  I think the other questions we can pass on.  The final question I had was -- and I think it's been mentioned once -- about the interim approval for the proposed usage fee of .372 dollars per MWh being granted as of January 1.  I guess I was wanting to be clear as to what the OPA's understanding is as to the implementation of that interim approval.  To your knowledge, is the IESO actually implementing that and going to effect a higher charge to market participants as of January 1?


MR. LYLE:  Yes, that is our understanding.


MR. HARPER:  Have you confirmed with them that -- okay.


Then I guess I was wondering, have you confirmed or talked to them about if for some reason the interim, the actual rates that are approved for 2007 end up being different than this, what their ability is to retroactively adjust rates to market participants to reflect what might be a higher or lower fee actual fee approved by the OEB?


MR. LYLE:  We've been advised by the IESO that they can make a one-time adjustment retroactively with respect to those market participants who paid the interim rates, and that would be the same thing they would do if the same situation came up with respect to their fees case.


MR. HARPER:  Fine, thank you.  Those are all of my questions.


MS. SEBALJ:  Thank you.  I think we're on to CCC, Ms. Girvan.


QUESTIONS BY MS. GIRVAN:

MS. GIRVAN:  The nice thing about going last is that a lot of my questions have been covered off, so...


 One of the things that I did ask for, Mike, was in terms of trying to get a better sense of the budgets, having a bit more detail than what's been provided under each of the strategic objectives.   I just wondered if that's possible to get more detailed budgets for each of those categories.


MR. LYLE:  in response to your questions on 18 and 19, we do have a handout with some more detail.


MS. GIRVAN:  Okay.


MR. LYLE:  Dina is providing that right now.


MS. GIRVAN:  That's sort of 18, 19... yes, that's right.


MR. STEEN:  Sorry, just on this point, it's just only dawned on me.  I think this was the same question you asked for strategic objective as well, which might eliminate the need for an undertaking.


MR. HARPER:  I'll have to look at it and see.


MS. GIRVAN:  I've just seen this now.  I'm not going to go through it, but I guess we really wanted to get a better sense of more detail around the budgets.  I'll have a look at that and see.


 That sort of covers off 18 and 19.


 Moving on to compensation.  We also asked whether or not we could get a schedule that sets out for each of the categories above, executive director, manager, professional, technical, and clerical, the number of employees, average salary/wages, and average level of benefits for 2006 and 2007. ^ TAKE U

MR. MCGREGOR:  I guess we can undertake to do that.


MS. GIRVAN:  Okay.  And also, sorry, I missed the first part of the question 20, which was a schedule which divides this amount, the total amount of compensation, 18.353, into those various categories?  You'll do that with ‑‑


MR. MCGREGOR:  Yes.


MS. SEBALJ:  I'm marking that as Undertaking No. 11.


UNDERTAKING NO. 11:  PROVIDE CATEGORIES 

OF COMPENSATION. 


MS. GIRVAN:  Do you want me to repeat it or -- you've got the question in writing.  Do you want me to ‑‑


MR. MCGREGOR:  Yes, that's fine.


MS. GIRVAN:  Then just a quick question.  You engaged the Hay Group to conduct a compensation and benefits review, and I'd just like to have a better using of -- I know you mentioned Mercer, but what other mechanisms the OPA uses or intends to use to ensure its compensation and benefits are at appropriate levels.


MR. MCGREGOR:  Well, we use Hay.  I mean, there are compensation consultants, but I also have access to information from other consultants, like Mercer, Hewitt.  I have attended webinars, briefings from those organizations.  I'm a member of a couple of HR network groups.  


Also, through recruitment, we get a sense of what the market is, depending on what position we're looking for.  And on benefits, again, we use a consultant, Mercer, on benefits.  Also, part of the Hay survey will give us information on benefits, as well.


MS. GIRVAN:  So you don't have any sort of specific consulting arrangements in 2007 related to compensation assessment?


MR. MCGREGOR:  Yes, we do.  We rely on Hay.  We participate in the Hay survey, and as a participant in the survey we get the results of that survey.


MS. GIRVAN:  Okay, thanks.  And then this is just another sort of way of -- we're just trying to understand the costs and how they all fit together.


I'm looking down at page ‑‑ question number 23.  What we wanted there was a breakdown of professional and consulting budget categories, audit, legal and consulting, for 2006 and 2007; of those, how many contracts were entered into with outside contractors; and for each year, please indicate how many of those contracts were publicly tendered.  


It's really getting a sense of -- what we're really looking for is the process, and also I'll just add to that is we'll also want specific details regarding the process the OPA follows with respect to retaining outside consultants and lawyers.


MR. STEEN:  Right.  I wasn't quite sure of what you wanted here in the breakdown, whether you wanted audit separate, legal separate and consulting separate, or just lumped together.  So I have to give that as an undertaking --


MS. GIRVAN:  Okay.


MR. STEEN:  -- to bring back to you.  And I think you've just clarified that.


In terms of the process that we follow, the OPA has developed various policies.  One is our signing authority policy and the other is our procurement policy.


Now, the signing authority policy basically allows for the various levels of management at which level they are allowed to sign off for an outside contract or consulting.  The procurement policy sets out very clearly the procedure and how this is to go about, be it a competitive contract or non‑competitive contract, and what are the sort of requirements that need to be followed by all staff in terms of each of these sort of roads or prongs that are being chosen, be it competitive, non‑competitive.


Then in a competitive process, for example, once we've received all the bits back, then there is a review committee that then decides on these sort of reviews, which is the best suited to the OPA's particular requirement.


MS. GIRVAN:  Is it possible to get those policies filed?


MR. STEEN:  We can certainly offer those policies.


MR. LYLE:  Yes, we can undertake to provide that.


MS. GIRVAN:  Okay, thank you.


MR. LYLE:  Could I just clarify, though.  I think John found more clarity than I did.  In terms of the undertaking with respect to the contracts that were entered into, I still wasn't clear in my own mind.


You want a group of all of the audit, legal and consulting contracts, or you want that broken down by category?


MS. GIRVAN:  By category.


MR. LYLE:  Okay.


MS. GIRVAN:  Thanks.


MS. SEBALJ:  So that first part of the undertaking or that first undertaking I'm marking as number 13 [sic], and then the second part, which is to file the policies that were referred to, as number 14 [sic].


MS. GIRVAN:  Yes.

UNDERTAKING NO. 12:  TO PROVIDE BREAKDOWN OF PROFESSIONAL AND CONSULTING BUDGET CATEGORIES.

UNDERTAKING NO. 13:  TO FILE PROCUREMENT POLICIES.

MS. GIRVAN:  Okay.  And just another question.  I wondered if you do this or not, and it's just something we would find useful.  This is -- the reference is Exhibit A, tab  10, schedule 1, and it's essentially listing all the government directives.  And I just wondered if you had a 2007 budget amount for each of those directives.


MR. STEEN:  We don't.  We do not budget by directives, as such, because they span across many and varied areas of the OPA and involve various resources.


MS. GIRVAN:  Okay, thank you.


And the last question I have, and the reference is wrong, it's Exhibit D, tab 2, schedule 1, page 17.  And there you have table 10, which sets out - let me just pull it up - the new organizational structure.  And I just wondered if it's possible to get more detailed budget numbers for each of those particular departments.


MR. LYLE:  I believe we can do that.  I'm just trying to make sure I'm keeping all of these straight.  I believe, Bill, you were asking for them by strategic objective?


MR. HARPER:  Yes.  I think, actually, the material that you've just handed around responds to Julie's question, because, if I'm not mistaken, the one that's stapled has for each new organizational unit and breaks down the budget for each new organizational unit.  So I think that maybe answers Julie's question.  


I was trying to quickly go through and see whether or not the material you provided in response to Julie's questions addressed the two issues that I think ‑‑ the two detailed areas I'd asked for questions on, and I don't think they do, because one was, as you've said, Mikele, was just trying to break down that new organizational structure by strategic objective, which I don't think we have.  


The other one was, when it came to professional and consulting fees, I was looking for a little bit more finer delineation on the stakeholdering costs between what was funding for participants as opposed to what was more just costs for facilities and facilitation.


MR. LYLE:  Kristi, I'm wondering, do you want to mark the things that we've handed out as exhibits?


MS. SEBALJ:  Yes, I thought we should, just so we have a formal record of them, probably as three separate exhibits, just for ease of reference.


MR. LYLE:  Yes.


MS. SEBALJ:  So the first, in response to Consumer Council of Canada Question No. 18, we'll mark as TC-1.


EXHIBIT NO. TC‑1:  RESPONSE TO CCC QUESTION NO. 18.

MR. LYLE:  That was TC?


MS. SEBALJ:  TC-1.


Then in response to Consumer Council of Canada Question 19, TC-2.


EXHIBIT NO. TC‑2:  RESPONSE TO CCC QUESTION NO. 19.

MS. SEBALJ:  And then in response to Consumer Council of Canada Question No. 25, TC-3.


EXHIBIT NO. TC‑3:  RESPONSE TO CCC QUESTION NO. 25.

MS. GIRVAN:  Okay, just one quick follow‑up.  I think we talked a little bit about this this morning, but what's in the category of general program costs?  I know it cuts across all the ‑‑ but just to give us a sense of what those generally are?


MR. STEEN:  Basically, again, as I've said, I forgot, and I haven't got quite my reference here, but under the general program costs, it deals, really, with hiring of facilities, travel costs, accommodation, coming through stationery, printing.


MS. GIRVAN:  Okay, thank you.  Those are my questions.


MS. SEBALJ:  Thank you.  I think the last set of questions are from the Power Workers' Union.  Ms. Kwik.


QUESTIONS BY MS. KWIK:

MS. KWIK:  My first questions are on Strategic Objective No. 2, power system planning operating budget for 2007 operating budget, and then the issue is:  Is the budget reasonable and appropriate?


And in Exhibit B, tab 2, schedule 1, page 5, paragraph 14, it states that: 

"The OPA will commence early work in 2007 on the second IPSP to be effective three years after the first IPSP." 


And our question is:  Please describe all work that the OPA will be undertaking in 2007 on the second IPSP.


Now, Dr. Freeman, earlier, in response to a question of Board Staff, I believe it was, indicated that it covers initial thinking as the review of the first IPSP advances.


 The OPA now is several months into its consultation on the IPSP.  Has any initial thinking formed yet?


DR. FREEMAN:  Let me clarify, if I may, Judy.


I think what I was indicating was that as 2007 progresses we'll be in the hearing on the first IPSP.  There will be an opportunity maybe, if there's a slack moment, to start thinking about the second cycle.  We would be in the first year –- the cycle works that, by regulation, the second IPSP begins at the filing of the first, not at the approval of the first.  The second three years, basically, is going to begin in March.  Now, we had initially thought and it was too optimistic, possibly, that we could have been filing earlier.  We now think we'll be filing in March.


 All the proceedings will then begin for the hearing.  How much of an opportunity we'll have to get very far on the second cycle is probably not likely.


 All I'm thinking is we would be doing initial work and reflecting on what we did the first time, and how that might help us a second time, while we're doing the hearing for the first.


MS. KWIK:  Explain to me a little bit more about the scope that you're looking at in terms of this initial thinking.


DR. FREEMAN:  The scope is very small.  It would be -- 


MS. KWIK:  It's no more than keeping a list?


DR. FREEMAN:  There's no program for work execution in this first period.


MS. KWIK:  It's really like keeping a list, as filed?


DR. FREEMAN:  Maybe a post-mortem on the first.  You know, maybe... simple things.


MS. KWIK:  Thank you.


With regard to strategic initiative number 3, work in close co-ordination with Ontario municipal governments and the broad range of organizations within the electricity sector to advance public policy and electricity sector policy related to power system planning and development, Exhibit B, tab 2, schedule 1, page 7, paragraph 24 states: 

"The first goal in support of this third strategic initiative is to develop and assist putting in place a transmission policy framework.  The activities in support of this objective are to work with transmitters, distributors, generators, and customers to understand the consequences of transmission policy elements, and to provide advice to government towards the implementation aspects of the transmission policy."

Now, the Power Workers' Union represents a large portion of the employees working in Ontario's electricity industry, and it has profound interest in the ongoing provision of electricity service adequacy, reliability and safety.  As such, public power policy and electricity sector policy related to power system planning and development are fundamental concerns of the Power Workers' Union.  The Power Workers' Union is identified as an industry participant in the OPA stakeholder spectrum in Exhibit C, tab 1, schedule 1, page 7, figure 3.  

The question is, given the Power Workers' Union policy interest and recognition by the OPA of the PWs and industry participant stakeholders, would the OPA consider adding representatives of employees working in the electricity sector as stakeholders to work with in understanding the consequences of transmission policy elements?  


DR. FREEMAN:  Yes, we would consider that.


MS. KWIK:  Thank you very much, Dr. Freeman.  And my last question, strategic objective number 5.  Building organizational capacity, operating budget.  The issue is the 2007 operating budget.  Is the budget reasonable and appropriate?


 In Exhibit C, tab 1, schedule 1, page 7, the OPA describes four significant lessons learned from the 2006 stakeholder engagement practice.  The third lesson is as follows:

"At the end of this process, stakeholders want to understand how their input translated into the ultimate product delivered by the OPA.  It is not enough to itemize all the things that were said.  If advice from stakeholders was enlightened or informative, influenced issues and understanding, then those instances should be conveyed in the end product.  If stakeholder positions were untenable or contrary to the process, then a rationalization for the lack of fit to the end result would be appreciated.

At the end of the day, however, the OPA recognizes that some stakeholders will never be satisfied with either the process or the results.  Nonetheless, it is important that the inclusion and engagement is maintained in order to adhere to our principles."

The question is:  Please describe how the OPA intends to address the above lesson learned and, in particular, how it will be applied in the OPA's draft IPSP.


MR. HAY:  Is this on?  Judy, as you can appreciate, stakeholder engagement is an interactive activity, and in point of fact one of the things that we attempt to do is not only encourage but also induce people to participate.  All submissions that we receive, whether in the form of questions or lengthy written submissions, are taken into consideration and are being posted on the website.  Every submission that we receive is also acknowledged, whether it is, again, a question or a full submission.


 Questions are reviewed.  Where they are generic in nature, they are identified as such and posted on the website, again so that people can see that we, in fact,  are responding interactively to materials that we receive.


 As well, as you know we've been hosting biweekly "Webinars", which are completely open to the public, and which are directly interactive in terms of addressing issues of concern, responding to questions, and stating the position of the relevant section of the OPA, the relevant division of the OPA, as it relates to the question or the issue raised.


 Also, I'm sure you're familiar with the workshops that we've held from time to time, the most recent one being in November, where over a two-day period a number of proposals were put forward around draft papers, as you can appreciate. 

We held separate breakout sessions for interactive discussion on those with key staff from the OPA and relevant consultants.  Then at the end of that particular process, we had a panel of our own staff respond to the major issues and commentaries that were put forward in that particular session.


 This is, I think, a pretty good demonstration of the interactive and inclusive nature of our stakeholdering approach, and one which we would continue to pursue as we come forward with the draft final paper with respect to a province-wide Webinar, which is, in fact, planned to give full opportunity for a broad cross-section of the population to participate.


MS. KWIK:  Thank you for that answer.  I'm not sure that I hear in your answer how you actually are going to be implementing your lesson learned.  That is, if there is advice from stakeholders that was enlightening or informative, that those instances should be conveyed in the end product, as in your draft IPSP, in which you acknowledge sources of input that you took into account.


MR. FREEMAN:  Thank you, Judy.  Every submission that comes into OPA is read and digested and reviewed for how we have done our planning so far and how we move forward to make sure that the ideas that come forward through the submissions are adequately addressed by OPA in the plan.  We've benefited greatly, both in supply mix and in the initial feedback that we received on the IPSP.  We have received a number of submissions, in fact, this past fall on the conservation and load forecast.  We've been receiving a lot more more recently with respect to our supply, transmission, stakeholdering and integration papers.  Indeed, we are working right now to prepare notes on all the submissions that we are receiving and will be working on those. If I'm not helping you, please continue with your question.


MS. KWIK:  I think what I'm trying to get at here, it looks like one of the lessons you should have learned, according to this evidence, is that if a party provides you with input, they would really like to know where and how their input was considered, not on a collective basis from all stakeholders, but individually.


MR. FREEMAN:  We're not keeping track of, by where ‑‑ in fact, we'll get comments from various parties that would be similar and contradictory and other points might be contradictory, and we're not tracking where people's ideas show up in the document, if that's what you're asking.


MS. KWIK:  Thank you for your response.


MS. SEBALJ:  Were there any other questions for this panel that have arisen?  Sure, Bill.


FURTHER QUESTIONS BY MR. HARPER:

MR. HARPER:  Actually, could I just ask one?  It's more just a clarification question, is my understanding, and it has to do with the Hay study, which is found at Exhibit C, tab 2, schedule 1.  


If you turn to page 6 there, which is again the documentation of the market compensation values for the different bands, I mean, just to make sure I understand this correctly, and it just came to me now as I was looking - this was the last page I had open - was the second-last row deals with total remuneration and the last set of figures deals with total direct remuneration.  


I would have thought that total direct remuneration would have been a subset of total remuneration, but I notice that the total direct remuneration numbers for the market compensation values are actually higher than the total remuneration ones, and I wonder if you could maybe explain to me what the difference between total remuneration and total direct remuneration is.


MR. MCGREGOR:  I will have to take that under advisement.  I don't have a response for you right now.


MR. HARPER:  Okay, thank you.  No, they're the same for OPA.  It's when I do the market value comparisons that the values are different.


MR. MCGREGOR:  It may be -- it may be a variable compensation, but I'm not 100 percent sure and I want to be sure before I answer the question.


MR. HARPER:  Thank you.


MR. LYLE:  If you reference page 5, there is a discussion of these terms.  I'm not sure how clear these descriptions are.


MR. MCGREGOR:  Okay.  This is total direct remuneration, I think, attended...


MR. HARPER:  Okay.  No, I see.  Yes.  Thank you, Michael, I do see the explanation there.  I understand it.


MR. MCGREGOR:  It was an attempt to get at the long term and medium term.


MR. HARPER:  No.  Thank you, that's fine.  I see it now.


MS. SEBALJ:  I think Mr. Poch has a follow‑up, as well.


FURTHER QUESTIONS BY MR. POCH:

MR. POCH:  I just had a follow‑up, and I might have misheard this.  Did I hear earlier that there are incentive payments to senior staff at OPA, or was that referring to in the comparator groups?


MR. MCGREGOR:  I didn't hear your question.


MR. POCH:  Did I hear correctly that there are incentive payments to senior OPA personnel, or was that only in the external comparator groups?


MR. MCGREGOR:  There are incentives to chief executive officer, Jan Carr, and there is an incentive payment to the vice-president.


MR. POCH:  Can we get a breakout of what the structure of those are, what they incent, a portion of ‑‑


MR. MCGREGOR:  Jan Carr is entitled to a bonus of up to 15 percent, determined by the board.  The executive are entitled ‑‑


MR. POCH:  Let me just stop you there before you go on and just ask:  Is there any indication of what that bonus is for, or is it just in the absolute discretion of the board and it's not defined what it's for?


MR. MCGREGOR:  It's based on performance as understood by the board.


MR. POCH:  All right.


MR. MCGREGOR:  And then the executive, the vice presidents are entitled up to a 10 percent bonus.  And that was the ‑‑ the Hay study was done after we had hired some 70 employees, and they had been -- the executive had been promised a bonus upon hire.  


And the Hay recommended that that be reduced to no more than 10 percent, so that's the...


MR. POCH:  And that, again, is an undefined -- for undefined ‑‑ just for good performance, but not defined in 

any ‑‑


MR. MCGREGOR:  Performance-based, yes.


MR. POCH:  Okay, thank you.


MS. SEBALJ:  Was there anything else?  Any follow‑up, Fred?  Fred or Mike?


MR. LYLE:  Yes.


MR. CASS:  I don't have any follow‑up, Kristi.


MS. SEBALJ:  Nothing.  Let's take a five‑minute break to switch out the panels.  Does that make sense?


--- Break taken at 2:18 p.m. 


--- On resuming at 2:27 p.m.


ONTARIO POWER AUTHORITY - PANEL 2:


Bryan Young; Julie McNally; Sean Brady; Terry Gabriele


MS. SEBALJ:  I think the CDM panel has been assembled, so I'll turn it over to the OPA.


MR. CASS:  Kristi, I think the plan is for this panel the same as with the first panel: that will be that they will each introduce themselves and then there will be a short presentation.


MR. YOUNG:  Sure.  My name is Bryan Young.  I'm the manager of the conservation and technology development funds.  I report through Jill Medley up to Paul Shervill, vice-president of program operations and sector development.


MS. McNALLY:  I am Julie McNally, manager of planning, coordinating and reporting, and I work in the Conservation Bureau, reporting to Peter love.


MR. BRADY:  My name is Sean Brady.  I'm the director of program design for business markets.  I work in the conservation programs and external relations department under Mary Ellen Richardson.


MR. GABRIELE:  Terry Gabriele, acting controller, finance business services, reporting to John Steen. 


PRESENTATION BY MS. MCNALLY:


MS. McNALLY:  I'm going to provide a brief overview with a PowerPoint presentation to summarize the conservation evidence that is in the materials before you.


 The conservation activities at the Ontario Power Authority are designed to achieve the Ontario government's conservation goals, which we see to be twofold.  The first is to reduce peak demand, specifically by 6,300 MW by 2025, and the second is to create a culture of conservation in Ontario.


To do that we've identified three strategic initiatives; that is, informing the programming and activities that we work on, and they are creating and delivering conservation initiatives, developing needed infrastructure and market mechanisms, and championing the building of a culture of conservation.


 These three strategic initiatives which are discussed in the materials map over to the CDM approach - the next slide - map over to the CDM approach that is laid out in our IPSP conservation document.  If you look at the graph here, this is a pictorial representation of our approach.  So we're looking at from the short to the long term at building capability in the marketplace to design CDM programs and deliver CDM programs, we're looking to acquire conservation resources through market intervention, as well as transforming the market so that conservation becomes a natural part of the marketplace.


 This we see is crucial to achieve sustainable, reliable and long-term conservation, and to ensure that all of our activities are cost-effective and have the best interests of the ratepayers in mind, we are building a robust EM&V system into our program design and into our organizational structure.


 As we go ahead looking at programs, we are also adopting the five CDM categories that are set out in the IPSP CDM document.  Those are conservation, energy efficiency, demand response, fuel switching and self-generation.


 To achieve these goals, the OPA has adopted a new organizational structure.  And I think you've heard Mike Lyle speak to that a little bit this morning.


 I want to highlight how that plays out in the conservation area.


 There are now three divisions within the OPA with significant responsibility for conservation, and the other two also have some conservation responsibility.  The three with significant responsibility are the Conservation Bureau, conservation programs and external relations, with Mary Ellen Richardson as the VP, and program operations and sector development, headed by Paul Shervill.


 The work of those divisions is then defined and divided by sector.  So the programs group, Mary Ellen/Shervill, which we would like to call the design program, and Paul Shervill's team, which we call the delivery group for simplicity.  Both those groups are divided into business market sectors and mass market sectors.  That's how we've divided our thinking, our program development and our budgeting.  And so our programs are categorized that way.


 I believe we've handed out a one-page document that sets out our portfolio.  You'll see it's divided up by mass markets and business markets.  Not yet.  Okay.


 Foreshadowing, we will be handing out a one-page sheet that sets out our portfolio at a glance.  We can hand it out at the end.  So I will just foreshadow for you.  You will be getting an at a glance listing of our programs.


 In addition, the marketing and other  groups that provide support to our resource acquisition programs are also looking to those two market sectors.


 That's our organizational structure.  We had developed our 2007 portfolio, what you will get on a one-page shortly, and it is also in this document.


You will see that there was an original portfolio filed when we put in the materials in October, and we've updated that more recently.


In the materials we talk about this, but we have a commitment to continuous improvement.  So you're getting our 2007 portfolio.  While that is our portfolio for 2007, we are committed to EM&V and to looking at our portfolio as we get results.


 The portfolio that you see before you, we have prioritized our areas of focus based on the potential identified in the IPSP in the preliminary work that was done.  Coming out of that you'll see that our focus is primarily, though not exclusively, on demand response as well as energy efficiency, particularly in the commercial sector.


We've also been mindful, as we've said, of our priorities of the directives and the requirements put upon us by that.  Those are the drivers helping us set up the portfolio.


 In the portfolio, we are seeking to attain reductions in both MW as well as MWhs to ensure sustainability and reliability.  We're also looking to reach a broad customer base, including vulnerable clients, vulnerable consumers, in support of the creation of a culture of conservation.


 We are also aiming to integrate into our resource acquisition programs capability-building elements and market transformation elements.  Again, as I said, that's to ensure that we are creating sustainable, reliable and cost-effective conservation.


 Our portfolio at this point includes eight mass market programs, six of which will have some LDC participation and 11 business market programs.  And again, to ensure cost-effectiveness, we are managing our portfolio to a net benefit ratio of 1.


 Here is the proposed budget to allow us to achieve our programs and our goals.  You see down there that we've divided up our budget by, as I said, the business market, mass market, research marketing and conservation fund, bureau, so essentially by markets and by function, with the major cost categories of compensation, consulting, general program, and office and administration.


 That is our fees budget.  Then you'll see on the bottom of this table are the MW targets that we're targeting for next year.  So in the business market sectors we're looking to achieve between 225 and 250 MWs, and in the mass market, between 40 and 50.  So looking for our total to be between 265 and 300.


 That is the budget.  And again, it's based on, we've done it by business market, by sector and function, along major cost categories.


 Then the next slide, this is the head count that we have, again, to get us here.  And we're looking at 43 staff, including the CECO but excluding the other VPs, so we're looking at six people in the conservation bureau to do the planning, reporting, and promotion of policy and legal issues; 19 in program operations; 19 in the delivery group -- and that includes the conservation fund; 15 in the program and external relations -- so that's our design team and our research, marketing and conservation awareness team; one in electricity resource and administration -- that's our dedicated EM&V person, although you'll have EM&V elements built in both the delivery and program design; and two in power system planning.  That's to ensure that there's a conservation thinking going into the higher-level planning.


 That is the overview of the evidence.  And I turn it over.


MR. CASS:  Should we pass --


MS. McNALLY:  Oh, I think there are handouts.  There are three handouts that we are prepared to give out now.  And maybe I'll just show, there's a one-major summary of our portfolio which sets out, essentially, program name, program description, the directive it maps to, and the time line for launch.


There are just two.  The second is a one‑page version of the budget that we showed, and are we handing out the slide deck?  There's just two?  Okay, sorry, so it's just the budget and the portfolio.  


MR. CASS:  Kristi, would you like to give those exhibit numbers?


MS. SEBALJ:  Sorry, we'll also need a few more copies over here when you get a chance.


We will call the table, labelled "Strategic Objective No. 1, Operating Costs, 2007 budget by cost unit", as TC-4.


EXHIBIT NO. TC-4:  TABLE LABELLED "STRATEGIC OBJECTIVE NO. 1, OPERATING COSTS, 2007 BUDGET BY COST UNIT"

MS. SEBALJ:  And the chart called "OPA CDM 2007 Portfolio" as TC-5.


EXHIBIT NO. TC-5:  CHART TITLED "OPA CDM 2007 PORTFOLIO". 


MS. SEBALJ:  And I wondered whether ‑‑


MR. LYLE:  The slides are numbered?


MS. SEBALJ:  Yes, whether you wanted to mark these slide decks.  I don't think we've been provided with hard copies, but maybe we could be provided with those by e‑mail and we could mark them now.


MR. CASS:  Yes, I think that would be fine.  We can be sure that everybody gets an electronic copy and we can have an exhibit number for the document.


MS. SEBALJ:  Okay.  So we'll call this morning's slide deck on all the strategic objectives other than CDM TC-6.


EXHIBIT NO. TC-6:  SLIDE DECK ON ALL STRATEGIC OBJECTIVES, EXCLUDING CDM.

MS. SEBALJ:  And this CDM slide deck TC-7.


EXHIBIT NO. TC-7:  CDM SLIDE DECK.

MR. CASS:  So I think we're ready for questions.  I don't know at this point whether there is any people who have special requests about the order of questions.


MS. SEBALJ:  Yes, I was wondering the same thing.  I'm not sure.  I think Energy Probe was prepared to go tomorrow morning or --


MR. MACINTOSH:  No, we're okay.


MS. SEBALJ:  Did you have any preference with respect to order?  Okay.  Then Board Staff will go ahead.


MS. GIRVAN:  Sorry, Kristi, I'd just like, if possible, to get on and off today, so maybe I could go after you.


MS. SEBALJ:  Sure, or you can go ahead now, if you would prefer.


MS. GIRVAN:  It doesn't matter.  You go ahead.

QUESTIONS BY BOARD STAFF:

MS. SEBALJ:  All right.  So obviously all these questions relate to Strategic Objective No. 1, which are pages 1 through 4 of the Board Staff's questions.


The first question, I believe, has been answered, or I know has been answered with the amended filing by the OPA, and that was the 2006 actual spending, or forecast spending, as it were.


So I'm moving to the second question.  Given that the proposed 2007 budgeted CDM operating program is more than three times what it was in 2006, is it realistic that a program such as this could be completed within the 2007 budget year?  


And I guess a better question is:  What portion of the CDM plan will be completed in the 2007 budget year?


MS. McNALLY:  So the portion -- the plan for 2007 is to launch the program portfolio that is set out in TC-5, and our target for 2007 is to achieve -- as set out in TC-4, is to achieve 265 to 300 megawatts in 2007.


And we see -- in setting up this portfolio, we have given consideration to our staffing levels, our experience, the staff experience in the market, and we see this program as ambitious, yet as an achievable goal.


MS. SEBALJ:  And so just because I'm looking at these TC-4 and TC-5 for the first time, for business market, I'm assuming that that column in TC-4 refers to the different initiatives under B of TC-5; is that correct?


MS. McNALLY:  That's correct.  That's correct.  That's the budget and the target.  That's the budget to support B under TC-5.


MS. SEBALJ:  Right.


MS. McNALLY:  And those are -- that's the range of megawatts we hope to achieve through the programs in B of TC-5.


MS. SEBALJ:  Okay.  So the time line in the last column of TC-5, that's the launch date?


MS. McNALLY:  That's right.


MS. SEBALJ:  And, presumably, is there any indication as to how long these programs will last?  So you're planning to get achievable results of 225 to 250 megawatts in 2007, but will these programs continue beyond that?


MS. McNALLY:  I'm going to turn to Sean to answer that, but we're just having technical ...


MR. BRADY:  Many of the programs will extend beyond 2007.  They will either be initial pilot phases which would then be subsequently evolved as we learn more about the program, or would be complete programs that would run for longer than just the one year.


MS. SEBALJ:  So then is it accurate to say that monies spent under this budget will create benefits or are planned to create benefits in conservation beyond this budget year?


MR. BRADY:  Yes, that would be fair to say.


MS. SEBALJ:  I had planned to ask Julia about better ideas of how much staffing has occurred, and you've provided this total of 43.  So 43 additional full‑time equivalents for 2007, is that correct, or did I miss that slide altogether; 43 total?


MS. McNALLY:  That is our total head count, excluding two vice-presidents and two executive assistants.  So that's not additional to what we have now.  That is the total.


MS. SEBALJ:  And so what additional staffing is occurring in 2007 to accommodate these CDM programs?


MS. McNALLY:  I'm not sure -- tell me if this is answering your question.  We were 16 in the 2006 budget and we're 43 in the 2007.  So if I could do math, I can tell you, but ‑‑ so it's a 27 increase.  Is that ...


MS. SEBALJ:  Yes, that was the question.  And then how much of that has already occurred, or is that all planned for throughout 2007?  How much of the additional 27?


MS. McNALLY:  It's on ‑‑ I don't have the numbers, but we are hiring, so some of it has already happened.


MS. SEBALJ:  Okay.  


MS. SEBALJ:  I wanted to take you to Exhibit B, tab 1, schedule 1, page 28, which is this table 2.


MS. McNALLY:  So you're Exhibit B, tab 1, schedule 1, page 28?


MS. SEBALJ:  Yes.  It's the 2007 budget.


We've had some explanation this morning about the 2006 forecast being substantially higher than the 2006 budget, and much of that is attributable to CDM.  I'm just wondering if you can provide an explanation for the -- or a breakdown of the overage between the 5.874 million and the 8.035 million.


MR. GABRIELE:  We would agree to an undertaking to provide that analysis.


MS. SEBALJ:  Which, thank you, just twigged my memory to the fact that I misnumbered an undertaking this morning -- or this afternoon.  I created an Undertaking No. 12, which does not exist.  So the CCC undertaking, which was to breakdown the consulting budget by contract, is Undertaking No. 12, and the policies that CCC requested is Undertaking No. 13.


Many of you probably have that written down properly.  I just appeared to skip a number in the sequence, which makes this Undertaking No. 14.

UNDERTAKING NO. 14:  PROVIDE ANALYSIS BETWEEN 2006 AND 2007 DIFFERENCE IN BUDGET TOTAL.

MS. SEBALJ:  If that makes sense to anyone but me.


MR. LYLE:  A couple of things.  With respect to the CCC, my recollection it was a breakdown by audit, legal, and there was another group, general consulting of the number of contracts, then how many were actually competitively procured.


MS. SEBALJ:  Yes.


MR. LYLE:  Then with respect to this undertaking, can we clarify what breakdown you're looking for, Kristi?


MS. SEBALJ:  I was looking for a breakdown of the difference between the 2006 budget and the 2006 forecast and how those costs are attributed.


MR. LYLE:  The breakdown itself, if you look at the table 2 in the updated evidence, it should be fairly apparent if you go line by line.


I'm not quite sure if I understand what you mean by how those costs were attributed.


MS. SEBALJ:  I was hoping to get it more attributed to strategic initiatives rather than --


MR. LYLE:  I see.


MS. SEBALJ:  -- general budget lines.


MR. LYLE:  Okay.


MR. GABRIELE:  In regards to that, we did not assemble a budget by strategic initiative in terms of the collection of the costs and assignment to specific initiatives; that is, as mentioned in earlier evidence, because a lot of activities affect all three of the strategic initiatives within CDM, but also within other strategic objectives within their initiatives.  We wouldn't be able to provide that breakdown.


MS. SEBALJ:  It seems a bit odd that we're hearing that CDM is largely the reason that the OPA is over budget, but there's no way to sort of determine what programs under CDM caused the OPA to go over budget.


MR. LYLE:  Kristi, I think we could answer that anecdotally from our experience in 2006 of where we were finding that we needed to incur more costs related to a particular program.  Would that be of assistance?


MS. SEBALJ:  Sorry, I'm having a hard time hearing you.


MR. LYLE:  I think Terry's point was just that our budget was not developed program by program, and so it's difficult to break it down program by program.


MS. SEBALJ:  I see.  You're saying when you developed the 2006 budget it wasn't broken down by program?


MR. LYLE:  That's correct.


MS. SEBALJ:  Is there no information, then, regarding what is it that happened in 2006 that caused the OPA to say, oops, we're going to need a whole lot more money?


MR. GABRIELE:  Well, we can go by the line item categories, the cost categories, that are here, and explain or tie the additional cost to the groups of activities that drove them up, but a comparison by strategic initiative or by program wouldn't be possible.


MS. SEBALJ:  I'm not sure what additional information you can give me that I can't already read off this chart.  

Presumably the compensation and benefits, because it's 2.159 versus 1.849, tells me that additional staff was required for CDM.


MR. GABRIELE:  That's correct.


MS. SEBALJ:  And for professional and consulting, a significantly greater number of outside contracts were required to administer the CDM?


MR. CASS:  Kristi, I think we have a sense of what you're looking for, and I know this isn't an orthodox sort of undertaking, but perhaps we could take it away and see what we can come up with that would assist you with what we think you are looking for?


MS. SEBALJ:  Yes.  That would be great.


MR. CASS:  I think if we had a chance to talk amongst ourselves we might, you know, develop ideas as to how we could provide what you seem to be looking for.


MS. SEBALJ:  Okay.


MR. RICHMOND:  If I could add one point, I think what would be helpful, and I'm just looking at the residential program as a for instance.  If there is overspending, and obviously there was, I think it would be helpful to know whether that was in the low-income programs or the cool savings or the "every kilowatt counts."  So if there was some information you could provide as to where those overallocations were, I think that would be helpful.


MS. SEBALJ:  I'm not going to mark that as an undertaking at this point.  We'll just take it off-line.  Is that what I'm hearing?


MR. CASS:  That's fine.


MS. SEBALJ:  Okay.  We'll discuss it at the break.


All right.  Moving to Issue I.2.  The OPA proposes to increase the overall CDM operating budget from 5.87 million for 2006 to 20.52 million for 2007.  Again that's Exhibit B, tab 1, schedule 1, page 28. 

This represents a 249 percent operating budget increase.  What specific steps are proposed to appropriately extend the capacity of management and administrative systems to successfully accommodate this increase?

MS. McNALLY:  The OPA has taken a number of steps to accommodate this increase.  I guess the first that I want to touch on is our reorganization, which you've heard, I think, some evidence given earlier today.


The major step, then, was to reorganize the OPA to commit more senior management and director resources as well as staff resources to the conservation brief.  And we set up a structure, as you have heard, with a VP responsible for research, design, marketing; a VP responsible for delivery; and then the conservation bureau responsible for high-level planning, co-ordinating, reporting and promotion of legal and policy tools.

The idea behind this division, again, was to break down our organizational structure into functional units so that we could focus those skill sets.  And in adopting this kind of structure loosely modeled on a fairly typical structure that you see in business, where you have product design, marketing and sales separated.  It's a structure similar to Power Smart in BC, their conservation group, and similar to the structure of Union Gas here in Ontario.


So, again, we were trying to focus our strengths and streamline activities.


In addition to that then, we have to increase the number of directors who are then directly responsible for managing different parts of the business.


That was the first tier.  The second tier of work we are doing, given that new organizational structure, is to do process mapping and defining clearly responsibilities, accountabilities, in our structure.  That is a process that's been started when the reorganization happened, and we are still in the process of doing that.


Then the third piece, we are beginning the process to automate as many of these processes as we can.  That process has begun now, but we won't complete it, of course, until we have finished our process mapping, because we don't want to automate an incomplete process.


Those are the three basic things that we are doing to accommodate.  And as I said, all of that is building on our existing processes and policies.


MS. SEBALJ:  Thanks.  With respect to the first one that you mentioned, the reorganization, I just want to confirm what I think I'm reading in the evidence, and that's that you've now separated these pieces for CDM.  But the risk, of course, is that you have people doing things, then, and no sort of central planning of it.


I'm assuming that that's taken care of through this conservation, demand management, planning and co-ordinating committee; that's where everyone gets together and makes sure they're singing from the same song sheet?


MS. McNALLY:  Yes.  That's correct.


MS. SEBALJ:  Thanks.


MS. McNALLY:  I just wanted to say, I neglected to say this, but a similar question was asked by the Power Workers' Union at 1.2.A.3.   I hope that that answer will go some ways in responding to that question.  And similarly, CCC at number 1 asked a similar question.


MS. SEBALJ:  Just moving on, what is being done to enable the principal IT systems to accommodate the increase in CDM operating budget that is being proposed?  You mentioned automation.  I wonder if you could expand on what exactly is planned in that respect.


MS. McNALLY:  So we're in the initial stages of looking at what software options we have, and so it's very early stages.  We've just -- we've struck a committee to begin to look at the options.  I mean, right now we're set up with, you know, the standard Microsoft suite of programs, but we're looking to see what kind of software would support us in our contract management, in reporting, finance.  


So we anticipate that we will spend a chunk of this year looking at possible softwares, and then looking at our business processes and determining how much we can effectively automate.


MS. SEBALJ:  And is it too early to know whether that will be done internally or through a third party?


MS. McNALLY:  It is too early to know that.


MS. SEBALJ:  And so is it accurate to say that no money is going to be spent other than internal resources investigating, or is the automation planned for 2007?


MS. McNALLY:  I'm not sure we know the answer to that yet.


MS. SEBALJ:  Okay.  So is there any piece of the budget that's allocated to this automation at this point?


MS. McNALLY:  No, not in terms of -- I don't think there's any capital budget to purchase software at this point.


MR. GABRIELE:  Right.


MS. SEBALJ:  Thanks.  In light of comments made in the third party review of the conservation fund regarding software deficiencies in some parts of the conservation area, does the OPA have any concerns that the existing IT systems are not suitable for a program increase of the magnitude that is contemplated?  


As I read it, I realize you've just answered it, so I'm going to move on, unless you have anything to add.


MR. YOUNG:  Just, actually, I just want a supplemental there.  The example being used is from a topic that's near and dear to my heart, the conservation fund.  And I did want to say that in the evidence at Exhibit B, tab 1, page 21, section 58, one of the recommendations arising out of the Hirji and White review, as you've cited, was to look at the possibility of software for grants management specifically, and that's something we will be investigating this year.


And of course we can't make a decision on that without having consulted with our colleagues to make sure that the decision we make is made holistically.


MS. SEBALJ:  Okay.  And so by that last comment, do you mean that it may be that that will be incorporated into the overall automation or --


MR. YOUNG:  Well, I'm not sure if it would be incorporated it into, but certainly sideways glances, in terms of co-ordination, would be necessary to ensure that the best decisions are being made vis-a-vis any purchases or any in-house development of a solution that would facilitate and make better use of our staff resources.


MS. SEBALJ:  To accommodate the increase in the consulting budget from 1 million in 2006 to 9.1 million in 2007 - and again, that's Exhibit B, tab 1, schedule 1, page  28 - what specific enhancements in the OPA management and control systems are being made?


MR. GABRIELE:  In 2006, we installed new accounting software.  So from a transaction processing point of view, our system is capable of handling any increase in traffic.


In addition to that, as mentioned in earlier evidence, our procurement policies and contract management are well established, and the rules and protocols for those are closely adhered to within the organization and well understood.  So we believe that we're covered in this area.


MS. SEBALJ:  Thank you.  Moving to this sub-issue:  Has the OPA used appropriate methods and techniques in the design of its 2007 CDM program?


There is information presented in a table at Exhibit B, tab 1, schedule 1, page 5 as a justification for increased resource requirements for carrying out the various CDM directives noted in the table.  Given that there's no target date provided for achievement of those various programs, how will the progress of the various activities be measured? 


MR. BRADY:  In the table, TC-5, that we presented today, each of the programs that are on that list also have time lines or projected launch dates.  So these launch dates will be used as our -- as a guide for program launching, and our activities will be measured against those launch dates.


MS. SEBALJ:  Is there anything beyond a launch date?  So presumably these programs have a beginning and an end.  Do you have any sense -- could a column be added to TC-5 to provide for an end date, and then, I guess, to answer the question that I've posed, also:  What are you doing to monitor the progress of the activities -- of the program, sorry?


MR. BRADY:  Each of the programs would -- first of all, let me say that many of these programs or most of these programs are still very early in the design process, and some have not even yet begun the design process.  So specifics around end dates have not been finalized at this point.


We are working through many of those issues right now with some of the programs that we are working on at this point in time.


As we go through the program design process, we are developing internal documents to make sure that we develop some schedules and control systems and control points so that we manage these projects effectively.  


They are used for our own -- again, to make sure that we are meeting reasonable milestones in program design and development and release.


As far as specific end dates, as those programs become public and become finalized, we would think that the end dates would be part of the launch information.


MS. SEBALJ:  So are there some of these programs that are more mature than others?  For instance, under OPA business markets, the City of Toronto and the BOMA program are both due to launch in the spring.  So is there sort of more certainty around some than others?


MR. BRADY:  There would be more certainty around some of them.  And certainly others, like the ones that are scheduled to be released later in the fall, have not even yet begun the design process, for instance.  


The BOMA program is a contractual program which has a defined end date in the contract of -- and, I'm sorry, I don't remember the final date, but it is approximately a three-year program.


That one is targeted towards the Toronto directive, and the Toronto directive is the one directive that does have an end date to it of 2010.


MS. SEBALJ:  In table 3.3 on page 28 of -- this is the IPSP conservation demand management discussion paper.  CDM targets for the various CDM categories are selected by systematic approach applying the following six criteria:  Feasibility, reliability, cost, flexibility, environmental performance and social acceptance.


The CDMs programs proposed for 2007 do not appear in the evidence to follow that selection formula and the decision rules in the discussion paper.


Is it possible for you to explain why that is? 


MR. BRADY:  I think actually that they do align with the categories that were set out in table 3.3.  Sorry, let me just ...


These -- first of all, these categories were developed concurrently with the portfolio as we were going through the portfolio development process, but the outputs and the underlying information and research that was done supported the notion that the initial focus for the conservation programming needed to be on demand management and energy efficiency of the five categories that were -- that are listed in table 3.3.


And our portfolio essentially aligns with those two priorities of energy efficiency and demand management as being the two priorities.


Furthermore, the programs in our program suite are largely linked to directives.  You'll see that each of the programs is linked to a directive on table TC-5, I think it was.  Yes, TC-5.  So there is a directive that it's linked to. 


So they are both trying to answer the directives that we've been issued and trying to match up with the priorities as set out in the research that underpins the IPSP discussion papers.


MS. SEBALJ:  I take that, then, your answer is that you are applying the same principles, or you are out there by directive so you don't have as much flexibility as you would like?


MR. BRADY:  We are both trying to balance meeting the directives and trying to focus on the priorities that the IPSP is asking us to focus on through the research that underpinned it.


MS. SEBALJ:  Moving on to the next question.  The proposed OPA 2007 CDM program as described in Exhibit B, tab 1, schedule 1, pages 10 to 16, appears to be one in which spending and resources are spread across many sectors and several delivery channels and where various communication mediums are used to reach the consumer.  

Please explain why the more quantitative approach for CDM program selection that was proposed in the IPSP CDM discussion paper was not utilized for the proposed 2007 CDM program.


MR. BRADY:  Again, I think my answer is somewhat similar to what we had said in the previous question, that we believe that we have tried to focus the efforts on the priorities that were raised through the IPSP discussion paper.  Many of the criteria that were set out in the discussion paper, when it comes to program selection, become a function of program design, and so we attempt to -- if we're focussing on energy efficiency, for instance, in the large commercial building sector, then we need the program to be a highly feasible program to deliver good results; we need it to be customer-focussed in order to work for the customer groups that would be the target sector; we need it to be environmentally responsible.


 They become program attributes that form a function of design in the individual program selection.


 It was highlighted for us that commercial lighting, as an example, would be an important area to focus on through the research.  Therefore we focused the program on commercial lighting, and try to design in those attributes as were laid out in the criteria as a part of program design.


MS. SEBALJ:  Thank you.  If we turn now to Exhibit B, tab 1, schedule 1, pages 10 to 16, this is the table of the various programs, under residential, commercial, institutional, industrial and agricultural.


What is the budget and resource breakdown across each of these initiatives?  For example, if you can break down the CDM program total of 20.522 million shown on page 28 into the individual activities.  I have to be honest with you, I'm at a bit of a loss because we now have this table starting at page 10, then we have the program portfolio provided in TC5.  I'm not sure if they're the same or whether there are any additional programs here, but I'm wondering if you can provide a budget by program.


MR. BRADY:  Sure.  For clarity's sake, that table that you referenced was updated in Exhibit B, tab 1, schedule 1, attachment 11.  The pages 1 to 6 were updated earlier.


MS. SEBALJ:  Right.


MR. BRADY:  And the programs that are listed in that table match with the programs in TC5, so it’s the same grouping.  In the exhibit, we kept the same structure as was in the original evidence in this TC5 that we've provided.  We have just reorganized the programs to match up with the business markets and mass markets orientation of our organizational structure.


MS. SEBALJ:  Okay.


MR. BRADY:  So the programs that are in grouping A, the OPA mass markets in TC5, would be carried out under the budget that's listed in TC4 of $4.9 million, roughly.  And the programs in section B of the OPA business markets would be carried out under the budget of $4.8, 4.9 million as well, in TC4.


We have tried to cross-analyze.


MS. GIRVAN:  Sorry.  Kristi, I just -- I had asked the same question about is there any way of getting detailed program cost.


MR. BRADY:  There were similar questions asked by CCC, as well as -- Pollution Probe as well had asked similar questions.  We have not broken out our budget by program design.  We've organized our budget along the business markets and mass markets.


 Our effort is in these major categories, and many sort of crossover-type activities where there are efforts that support multiple programs, for instance.


MS. SEBALJ:  But surely, for instance, if you take the 4.923 million for mass market, that number can't have just come out of the air.  There has to be some building block to it.  I guess I'm asking you how you derive that number.


MR. GABRIELE:  I believe I can respond to that.  

Based on the experience in 2005 and early 2006, the development of the budget was based on the outcome of a strategic planning session, and then the initiatives that were targeted under that.  From that, to get down into actual numbers, we looked at the activities that were required to meet the mandates that were given to us and postulated what had the cost of those activities would be.


 Because there were no programs or minimal programs in development at the time, we had to forecast what the cost of those activities to deliver those programs would be.


 It's those costs that have shown themselves in the budget.


MS. SEBALJ:  Then I guess if we turn back to page 28, where the budget breakdown is provided, what you're telling me is, rather than doing this by program, you sort of estimated how many staff would be required and what their salaries are, and that sort of thing, rather than doing this by program?


MR. GABRIELE:  That is correct.


MS. SEBALJ:  And so, when the programs actually come to be in a more sort of real way, there is a pretty significant chance that these numbers aren't going to be accurate, because the programs will take on a life of their own, presumably.


MR. GABRIELE:  There is potential for that to occur.  I wouldn't want to commit that it will be that way; however, I would commit that we will manage our affairs to this budget.


MS. SEBALJ:  Moving onto the next question.  In the various expert reports cited in evidence and in the chief energy conservation officers’ 2006 annual report, reference is made to high-quality CDM programs in various other jurisdictions.


 For example, in the Pembina Institute report filed at Exhibit B, tab 1, schedule 1, attachment 2, at pages 38 to 63 -- sorry, 38 to 62, California, New York, New York State, and Vermont are cited as having particularly noteworthy CDM stories.  Has the OPA contacted any of these jurisdictions to determine what decisions, rules and criteria these jurisdictions used to allocate their CDM resources?  


MS. McNALLY:  Yes, we have, on these issues and many other.  This won't be an exhaustive list, but we have consulted directly with BC Hydro, California Energy Commission, SMUD, PG&E, NRCan.  We've spoken with gas companies.  We've also internally done research reading about other jurisdictions, and in the market scans that we undertook, at least two of these looked at other jurisdictions.   And we continue to look quite broadly for best practices and ideas.


 The topics that we've covered include organizational structure, TRC tools and approaches, EM&V approaches, reporting and tracking, market transformation, and codes and standards work, portfolio management, load forecasting.


So we've been looking at a wide array of issues and we are incorporating those learnings into the work we do, the programs we design, the policies we set up.


MS. SEBALJ:  And so there wouldn't be one place where some wholesale review was done.  This is done on an ad hoc basis, depending on what particular question you're wanting to answer? 


MS. McNALLY:  I'd prefer to say it's done on a continual basis.


MS. SEBALJ:  My apologies.


MS. McNALLY:  I mean, we're looking to -- there's a number of other -- Ontario is unique, but a number of other jurisdictions across North America and Europe have gone before us, so we are looking to finding the best learnings and to find the pieces that we can bring back in that will work in the Ontario context.  


And that is something that we have done and we will continue to do as we move forward in our different projects and activities.


MS. SEBALJ:  Thanks.  There are currently various CDM contracting initiatives under way.  With regard to the list of directives, it's found at Exhibit A, tab 10, schedule 1, pages 1 and 2, and specifically directive numbers 2, 5, 7, 9, 14, 15, 16, and 21 all involve significant amounts of contracted CDM.  


Can you explain what structures and systems the OPA has put in place to ensure appropriate document preparation, tendering, proponent selection, contract administration, and payment processing for these directives? 


MR. GABRIELE:  As discussed in earlier evidence, we have a fairly rigorous internal control process involving all of the flows that are mentioned in this question.  We have a procurement policy that's in place that I believe we've agreed to make available.  We have signing authorities that are required.


We have a contracting process that is part -- a subset of the procurement process, or, in some cases, leads to procurement process.  And we also use multiple signing authorities when the level of expenditure is significant.


MS. SEBALJ:  Do you have any document that outlines the process from beginning to end of a CDM contract procurement, or could you provide one?


MS. McNALLY:  We're in the process of process mapping under our new org structure.  So that is -- it's in process.


MS. SEBALJ:  And that will document the existing process or will ...


MS. McNALLY:  It will be documenting and creating the refined process under our new org structure.  So, obviously, with the reorganization, we have to take our existing processes and realign them for the new structure.  So that is what we're in the process of doing.


MS. SEBALJ:  I can never pronounce this properly.  In the IndEco, potentially pronounced improperly, a Navigant paper filed in evidence at Exhibit B, tab 1, schedule 1, attachment 6, it states at page 10 that the OPA is conservatively estimated to be spending $60 million on CDM in 2007.


Does the OPA agree with this total, and can the OPA provide an estimated breakdown of that amount into the estimated planned CDM activities for 2007?


MR. BRADY:  The estimate was provided, as you say, by IndEco and Navigant, two consultants working on the project for us.  I'd also refer you to page 8 of the same schedule that just talks about the context under which that estimate was provided.  


It was intended at that time to give context under which -- the volume of effort that could potentially be expected in 2007.


At the time that that was provided and under the context that it was provided in, it seemed as -- we agreed with the estimate, I suppose.


In the discussion paper 3, the conservation and demand management that was revised in late December, there was also a table that provided estimates of cost forecasts from 2008 and towards -- and beyond.


For conservation, energy efficiency and demand response, the estimate for 2008 was $252 million, so we would assume that the numbers for 2007 would be somewhat less than that, due to ramp-up issues.


At this point in time, the programs are in early design phase, so I don't have a detailed breakdown of what those total costs would be, but I would think they would be somewhat less than the $252 million for those three components that were included in the estimates in the paper.


MS. SEBALJ:  Thank you.


Moving to the allocation of the OPA's operating costs, and this is with respect to the July 13th, 2006 directive.


Given that the OPA will allocate up to $400 million over three years to fund LDCs for various CDM activities, what specific administration and management initiatives are contemplated to direct a program of this magnitude and when will they be implemented?


And I guess I would add:  To what extent are they already incorporated into what you're doing presently?


MS. McNALLY:  Yes.  So let me answer your question starting there.


The LDC/CDM programs are integrated, and they've been put into our mass markets group.  So it is the mass market design group that is responsible for designing the programs that are to be delivered through the LDCs, as well as other mass market programs and the mass market delivery group that is responsible for delivering.  


And as you'll see from our portfolio, on TC-5 there are eight programs found in the mass market portfolio.  As I mentioned in the opening comments, of those, six touch LDCs.  Number 4, residential DR, 7, business incentive programs, and, 8, summer savings challenges, are all programs that will be delivered through the ‑‑ will be administered by LDCs.


The commercial direct install, those three we anticipate will be delivered for this summer by some LDCs.  The commercial direct install is planned for LDC administration in the fall.


The Every Kilowatt Counts program and, number 5, the appliance retirement are programs we anticipate will be administered by the OPA, but will have LDC support.  So it's very much woven into the work of the mass market group.


And the LDC channel is one of a number of channels we're using, but the same systems, the OPA systems, will be used to manage that channel as they do any other channel within the OPA.


So that's the ongoing delivery point.


We have been working very hard since the directive came down to set up this program and get it ready for rollout.  And, as you all know, the original plan was to roll out for October at the end of the third tranche, and the government's letter to us in November asking for three programs in the summer has meant we've accelerated that.  


And so we were working through the fall with two advisory groups, one on program design to help with the portfolio and design details of programs, and one, POAG, the delivery group giving us advice on contracting processes and rules.  


So we've had a great deal of stakeholder advice and input, and it's that advice and input that we are now using to set up the program.


MS. SEBALJ:  And so the delivery systems that you are discussing, or the delivery piece of this process, is in development?  


So you described the LDCs as just one of many channels and that the delivery would be done in the same way, just treated as one channel, and there are others?


MS. McNALLY:  So I guess what I mean by that is that at the OPA, in achieving the government's goals, we are using a number of different delivery channels.  We used BOMA in one case.  So the LDCs use a delivery channel through which we are -- the demand response, residential DR, summer challenge, we're working with.


MS. SEBALJ:  Right.


MS. McNALLY:  So in terms of IT systems, there isn't a dedicated LDC IT system.  There isn't a dedicated contracting process.  It will be part of the processes that we map for the delivery and design teams.


MS. SEBALJ:  And so there -- I think you just answered my question.  So it's part of the process to be developed or that are in development?


MS. McNALLY:  Yes.


MS. SEBALJ:  But not developed at this time?


MS. McNALLY:  Yes, I mean, we are rolling out the LDC/CDM programs in two phases at this point.  The first phase, we're working with the CLD to roll out three programs, and we're aiming to have contracts signed with them by March-ish, and then the rest of market later in the spring.  So we are mapping processes but we are also having to get contracts signed.


MS. SEBALJ:  There are obviously costs associated with the development of the processes you're talking about.  Are they embedded somewhere in table 2, page 28, Exhibit B1.1?


MS. McNALLY:  Is it easier to take you to TC4?


MS. SEBALJ:  Right.  Okay.


MS. McNALLY:  And so at this point for 2007 the costs for designing and delivering the LDC programs is part of the mass market.


MS. SEBALJ:  The processes you're talking about will be either developed by internal staff, which is captured under the first row, or developed by outside third parties, which is the second row, but where do the IT systems and things like that -- is that general program costs?


MS. McNALLY:  That will be... 

[Witness panel confers]


 The IT systems will be OPA IT systems.  They wouldn't come under the mass market.  Any IT systems that are developed will be OPA IT systems, not unique to the LDC/CDM programs?


MS. SEBALJ:  Right, but I guess I'm wondering where those costs fall in the budget, because presumably it means expansion of IT systems or the creation of coding or whatever needs to be done costs money, and I just want to know where it falls in the budget.


MR. GABRIELE:  Any IT costs for the OPA are in strategic objective 5.


MS. SEBALJ:  The costs associated with strategic objective number 1 that have to do with IT are in strategic objective number 5?


MR. GABRIELE:  That is correct.


MS. SEBALJ:  Now, the question under Issue I.4, which is division of conservation roles and activities, presumes something that may not be correct.  It says:

"In light of the fact that there is no longer a single point of contact for the direction supervision of CDM activities and the program design, delivery and measurement is managed in different areas by different individuals, how will the OPA ensure that the overall CDM program is appropriately administered, is efficiently delivered, and is kept on target."

I guess the reason I say that, I'm not sure that the premise there is correct is because you had indicated previously that the co-ordinating committee exists to provide this sort of centralized oversight over the CDM programs.  But is there anything else.  Is there any other evidence that you want to put on the record with respect to what the OPA is doing to ensure that the CDM programming is appropriately administered?


MS. McNALLY:  I guess the only thing I would add is that is correct, just to say again the structure that we're adopting is a typical structure where design, marketing and delivery are separate functions in an organization, and that where typically where you get that convergence, is through senior management committees, and ultimately the COO and the Board.


MS. SEBALJ:  Thanks.  Moving now to the conservation fund.  The OPA is proposing to double the conservation fund to 3 million in 2007.  The Hirji and White review of conservation fund report says:

"The mission of this initiative appears to be cloudy. 'We think the nature of the fund isn't clear.  And the existing fund administration software is unsuitable.'"

The OPA has proposed the changes listed at Exhibit B, tab 1, schedule 1, page 21.  If you could explain where in the action plan with respect to the conservation fund the following aspects are addressed:  Accountabilities, target dates, and required outcomes.


MR. YOUNG:  I wanted to start on the first point, around -- actually, I'll take you through some of the points.  I'll refer you to paragraph 58 at the Exhibit B, tab 1, schedule 1, page 21.


 Regarding the first point, around investigating the procurement -- the way I'm going to handle this question with you is to incorporate a discussion of target dates and required outcomes into each of the points.  Is that what you had intended in the question?


MS. SEBALJ:  Yes, that's fine.


MR. YOUNG:  With regards to MIS software, I think we discussed that earlier in terms of what our strategy is on that count.  We do intend to, basically, come up with an outcome or decide what we're going to do by the end of the summer of 2007, and again, in co-ordination with other parts of the OPA.  

Regarding the clarification of committee role -- well, the next point, the clarification of committee roles internally, and the next bullet point down, in section 58, the clarification on alignment of decision-making criteria in the review process.  The Hirji and White report, essentially we're pointing out minor wording differences between some of the tools we use internally to make decision, and some of the information that's posted publicly.


We're basically clarifying each of those two points by providing a terms of reference, a broadened terms of reference from, or rather a more specific terms of reference to each of the committees -- the business and technical review committee, for example, and the grant award committee, which is responsible for making decisions on grants.  That will be done in the spring, 2007.


 Furthermore, our public document, which is in the process of being finalized now for the conservation fund, will provide a clarified explanation as to what the exact role of each of those bodies is in the decision-making process.


 Down to the next point.  I hope that's answered –- stop me if I haven't given you enough information on that score, but on the fund performance criteria, what we did when we developed the fund in late 2005, early 2006, is presented and had adopted by the Board a set of performance criteria.


We asked Hirji and White in our first third-party review to basically kick the tires on that, to let us know, based on best practices in grant making, how we're doing in terms of performance criteria.


 The outcome of that, I'll point you to, is basically the logic model, a fancy word for what's included at Exhibit B, tab 1, schedule 1, attachment 5, which is the Hirji and White report, at page 92.  That's the logic model.  And there what you'll see is a listing of the performance measures, most of which are actually part of the original performance measures that we developed.  And then, following back from that, you will see a delineation of the framework which will ultimately assist us in any subsequent reviews of the fund.


 As a follow-on, the first review that we did focussed on processes, and the review in 2007 - we hope it will be completed within 2007, but the review we intend to commence in 2007 - will include an assessment of impact.  We'll essentially get an opportunity to take a test run on the performance criteria that had been outlined in the Hirji and White report.


Following on in terms of the Guidelines, basically the evidence states: 

"Revise and update guidelines for clarity and provide more guidance to applicants.'"

Totally sympathetic with that point.  We had a very good set of initial guidelines, and through the Hirji and White report we got some very good feedback from users.  That's the group we certainly want to satisfy in terms of clarity.  


And we have already, basically, satisfied a chunk of this to do for 2007 by developing a new application template which has been posted on-line and provides a significant amount of guidance to applicants and significantly more clarity in 2000 than we had in the paper material in 2006.


I do understand, however, that we have a fairly interactive process with our applicants, so that a lot of this information will get delivered verbally, but now what we have is a consolidation of the kind of verbal information we provided applicants in a one‑stop shop in terms of the application template that's now online.


And, as I said earlier, the guidelines themselves will be complete by the end of winter and will be an important companion piece to the application template that is already available online.


The standard template for reports, that is something we have also completed and we do have online now.


And I might also add that the tool I just spoke of, the application template, and the standard template of reports, they've both been essentially workshopped with applicants and people who have or entities who have received funding to get their feedback on how usable they are.


What we've also done, of course, is check them with staff internally to make sure that there's a clear alignment between the kind of information that we're getting from our projects, essentially, and the kind of information we need internally in terms of our design and delivery staff that provides meaningful information that can help inform the program design and delivery process.  


That's one of the chief aims, I'll remind people, of the conservation fund.


So that, essentially, is done, and we're looking forward to seeing how that tool works with our first and subsequent rounds of 2007.  The first round is in March.


And I think that brings me to the second-last point around, basically, looking at investigating a roster of external technical reviewers.  We have essentially -- basically, the investigation on this point is completed and we have made changes to the business and technical review committee process that essentially addressed the spirit of the comments that the Hirji and White report were referring to.


And specifically what those are is, in our process last year, we had the three directors involved in assessing proposals, basically, for business and technical elements.


What we have this year, because of the reorganization, we've got some extra fire power there, so essentially we have each of the four quadrants represented on the business and technical review, namely.  


On the mass market side, we've got the design and delivery staff.  Essentially the directors are appointed to that committee, and they have the authority to delegate responsibility for sitting on that committee to a manager.


And, likewise, on the business market side, on the design and delivery side, we have people -- basically, four people altogether representing that committee.


And so far, so good.  We had a chance to try that out in the last round of last year, and it's worked very, very well in terms of providing the kind of expert input, enhanced expert input we need on the business and technical side to address the issues that were raised by Hirji and White.


And please understand we do need that internal advice, because, essentially, our pilots, the conservation fund pilots, feed into the knowledge base that helps to lead to program design and ultimately program delivery.  So we need that kind of in-house expertise -- or that expertise to be in-house, so that we can make good decisions vis-a-vis the grants that we give.


Now, the last point, improved feedback mechanisms to denied applicants, that's a fairly simple issue.  Again, I think it's been a learning experience in the past year and a bit around the conservation fund.  And we simply need to hone and fine tune what we do, and turn the denial of an application into a more positive experience by really being clear with the applicant exactly where they went wrong and giving them some very clear direction on what they can do. 


But in the main, the Hirji and White review is pretty positive in terms of where they feel we are at this point in our development.


MS. SEBALJ:  Yes.


MR. YOUNG:  Did that answer your question?


MS. SEBALJ:  Most certainly.


MR. YOUNG:  I can go on if you like.


MS. SEBALJ:  Those are all of the Board Staff's questions.


PROCEDURAL MATTERS: 


I wanted to ask.  I think the Procedural Order indicated we would sit until 4:00, but I'm not sure if people are willing to sit a little bit later today.  It looks like we're going to run into tomorrow regardless, so we can either take a break and sit until 4:30ish, or we can start with someone else.  


Yes, that's right, Julie wanted to go.  Thank you for reminding me.


THE REPORTER:  Could we have a break?


MS. SEBALJ:  Let's just take a very short break.


MS. GIRVAN:  And I won't be too long.  I can't imagine I'd be more than 20 minutes, 15, at the most. 


MS. SEBALJ:  So let's take -- sorry, Karin, are you willing to sit for 20 more or do you want to take a break?


THE REPORTER:  I need a break.  Thank you.


MS. SEBALJ:  So let's take a ten-minute break and come back at five to 4:00.  I'm saying ten, because if I say five, it will be ten anyway, so I'm starting at five to regardless.


--- Recess taken at 3:45 p.m. 

‑‑‑ On resuming at 3:55 p.m.


MS. SEBALJ:  All right.  If everybody's ready, we can get started with CCC's questions.


QUESTIONS BY MS. GIRVAN:

MS. GIRVAN:  Thanks.  Just for the panel, I'm Julie Girvan and I'm with the Consumers Council of Canada, and I sent you some questions last week, and I will adjust those accordingly in terms of what's been covered off already.


I'll move on to my question number 2, and it really goes to the reorganization and the fact that you've got program design carried out in one division by one staff and program delivery carried out by another division and staff.


And in terms of assessing cost‑effectiveness of the programs, how are the overheads of each division accounted for?  And going with that, how are program costs defined?


MR. BRADY:  So, Julie, I think we intend to manage the portfolio to the TRC positive on a portfolio basis.  So our staff costs will be allocated on the portfolio basis rather than on the program basis.


MS. GIRVAN:  So you don't intend to do cost‑effectiveness evaluation for each program?


MR. BRADY:  We will do cost‑effective evaluation -- cost‑effectiveness evaluations for each program as part of the process and impact evaluations that get incorporated into the programs as they are rolled out.


As we design a program, we are embedding within that program design a process, an impact evaluation process, that will be unique to that individual program.  And so costs associated with that program would be assessed, but in terms of staff costs, it would be an allocation of staff costs that would be included in the cost.


MS. GIRVAN:  So ultimately you will be allocating the staff costs from each of those divisions to the program in order to assess cost‑effectiveness?


MR. BRADY:  We'll be managing the portfolio on a ‑‑ we're looking at managing the whole portfolio to assess cost‑effectiveness, but for any impact evaluations we would assign staff costs on an allocated basis, I would suspect.


MR. GABRIELE:  We can certainly do that if that's required.  I think the important point to note is it won't necessarily --


MS. SEBALJ:  Is your microphone on?


MS. GIRVAN:  You're on the same mike.


MR. GABRIELE:  It's on.  We won't necessarily break down absolutely all of the costs into the individual programs, so that's why the portfolio analysis is really the critical one for determining cost‑effectiveness, because it captures everything.


MS. GIRVAN:  Okay.  And just following up on that, then, in terms of the portfolio approach that you are going to have of -- a cost/benefit ratio of one; is that right?  That's what you said earlier?


And in terms of assessment, does that mean that some of the programs may not meet the one threshold, that you may be undertaking programs that's something less -- that's something less than one, but as long as it's within the context of the overall portfolio, that you'll go ahead with those programs? 


MR. BRADY:  That on balance entire portfolio would be cost‑effective, yes.


MS. GIRVAN:  Okay, but the assumption is that some programs may not be technically cost‑effective?


MR. BRADY:  Which may be offset by programs that are dramatically cost‑effective and --


MS. GIRVAN:  Okay.  I just wanted to understand that that's the case.


MR. BRADY:  Okay.


MS. GIRVAN:  And I've got a number of questions, and you can probably help me with this, and some of it I think I've heard already, about evaluation.  And when I first read through the beginning part of your evidence, I talked about generally measuring and verifying and evaluating the results of the programs, and then later, in the context of your CDM evidence, you talk about that.  


And I see that in the handout that was handed out earlier today, which is your operating costs, that you have an amount of EM&V, 293,000.  Can you just help me understand exactly what that is?


MS. McNALLY:  Yes.  So exactly what the 293 is?


MS. GIRVAN:  Yes.


MS. McNALLY:  That will be ‑‑ so that will not be the totality of funds spent on EM&V.


MS. GIRVAN:  Okay.


MS. McNALLY:  But that line, and the ‑‑ I would have to say the majority of that, that funding, now will be to set up our EM&V processes.  We're in the process of setting up protocols.


MS. GIRVAN:  Okay.


MS. McNALLY:  And that's discussed at paragraphs 42 to 46 of our evidence.  And I'll just flag that VECC also answered a similar ‑‑ asked a similar question.


So our funding is to set up our EM&V processes, and at this point we're in the process of doing that.  We plan stakeholdering of the protocols, and then hope to have them finalized.


At the same time, and we're setting those up, but each of the programs that we design, we are building in success metrics and EM&V requirements.


MS. GIRVAN:  Okay.


MS. McNALLY:  So no program is going out of the OPA without an EM&V component built into it.


MS. GIRVAN:  And where are the costs associated with that EM&V component?


MS. McNALLY:  So the costs will get spread into -- to the extent that EM&V is part of program design.  I mean, in designing a program, you have to have your targets and outcomes, your success metrics, as part of your program design, and then depending on the form of the contract, you will have some of EM&V costs in our contract, and then we've got the EM&V costs in this dedicated position.


MS. GIRVAN:  Okay.  So it will be associated with program costs.


It does say specifically in the business plan at A, tab 9, schedule 2, page 9 that the OPA will determine whether Ontario has met the target to reduce peak demand by 1350 megawatts and report that to the public.


How specifically is the OPA intending to do that?


MS. McNALLY:  So we are planning two approaches to this.  The first is a top‑down approach, similar to the one we used last year.  So in the 2006 annual report, we presented a top‑down analysis of how Ontario was doing on the 1350.


And that was a top-down kind of economometric approach looking at IESO's numbers and looking at GDP and growth.  So we'll be doing that again to give a top‑down sense.


And depending on our ability to get verified results of programs, we'll also try building a bottom‑up approach.


MS. GIRVAN:  Okay.


MS. McNALLY:  And that will depend a lot on the kind of data we're able to get and how many programs are completed and verified results.  But we are committed to doing a top‑down analysis.


MS. GIRVAN:  Okay, thanks.  And is the cost of that reflected in -- where would I find that?


MS. McNALLY:  That is reflected in -- if I take you to TC-4, that is part of the Conservation Bureau's budget.


MS. GIRVAN:  Okay, thank you.


Okay.  With respect to assessing cost‑effectiveness of programs, I know that the OPA has referred to the use of the total resource cost test, and I just wanted to get a sense of, is that what you relied on entirely, and, if not, what other tests are being employed and in what way are they being employed?


MR. BRADY:  In the ‑‑ I'm sorry.


MS. McNALLY:  Let me help.


MR. BRADY:  I'm just going to look for the piece of evidence.  Yes, in the evidence, it's B, 1, 1, schedule 1, page 3.  Paragraph 6 says we are using the TRC, and, as I said, we are using the TRC on a portfolio basis and we'll be screening the portfolio to a net benefit of 1 or a cost-benefit ratio of 1.


At this point, for screening, we're using TRC as the cost‑effectiveness test.  We are also using other ‑‑ the six elements that were discussed earlier from the IPSP discussion paper as guidance for portfolio selection.  


So where are the priorities that need to be focussed, but on a program assessment and cost effectiveness, we are using the TRC screen.


MS. GIRVAN:  All right.  And the issue really for me with respect to pilot programs is:  How do you assess pilot programs, because they're usually not ‑‑ they don't pass TRC screening?  How do you assess whether those programs, pilot programs in particular, are worth pursuing?


MR. BRADY:  From a program design, for instance, if it's a launch of a pilot program rather than through the conservation fund - and I'll focus my efforts in that 

regard - at the outset of the programs, we would assign certain goals to assess whether the pilot would -- in order to test at the end whether or not we were meeting what we expect to meet or whether we're getting effectiveness out of the program pilot.  

So as part of the EM&V process at the program set‑up or program pilot set‑up, we would enumerate goals that we would hope to meet, and we would evaluate those goals later on in the pilot, as part of the initial design process.


MS. GIRVAN:  Do you have any policies in writing about how you assess whether pilots are worth pursuing, or is it ‑‑


MR. BRADY:  It would be done on an individual program pilot basis.  I don't have a piece of evidence that I could submit right now that would show that.


MS. GIRVAN:  All right, thank you.


In terms of -- the evidence states that educational programs are important in building the conservation culture, but difficult to assess using the TRC.  I'd like to know what portion of the 2007 budget is directed at education and how those -- well, the cost-effectiveness of those initiatives will be assessed.


MS. McNALLY:  I'm going to take that question.  And in answering it, I think it also raises similar points to those raised in your question 16 and VECC's question 6(e).


And it's a very good question, and let me answer it in two ways.


MS. GIRVAN:  Thank you.


MS. McNALLY:  So in terms of the budget question, the education programs and the other conservation awareness programs are together in our research marketing conservation and awareness function, our RMCA.


MS. GIRVAN:  So all educational programs are in the 2.3 million?


MS. McNALLY:  That's right.


MS. GIRVAN:  Okay.


MS. McNALLY:  In that budget line, it covers research, marketing and conservation awareness programs, and I'm looking at TC-4.  So if you look down, RMCA is a total budget of 5,434,000.


MS. GIRVAN:  So the 2.385 is related to education programs?


MS. McNALLY:  Those are conservation awareness programs.


MS. GIRVAN:  Okay.


MS. McNALLY:  So those will -- we used the word "education" in the evidence to capture that.


MS. GIRVAN:  Okay.


MS. McNALLY:  It's a piece of the work where we're trying to educate Ontario about how to use energy more wisely.


MS. GIRVAN:  Mm-hm.  And how do you intend to measure the cost-effectiveness of those initiatives?


MS. McNALLY:  So we are committed to measuring the cost-effectiveness.  There's not a single answer.  It will depend on each program, but what we're committing to making sure we do in each program is that we clearly define our success metrics, so our conservation awareness programs, like our resource acquisition programs, are going to have an EM&V component.  


So in terms of success metrics, you know, the types of things would be increased awareness, increased action.  And the way you would monitor that is through polling, surveys, website hits.  


So that kind of gets at your success metrics, and then in terms of cost-effectiveness, again, we haven't landed on any particular way, because it will depend on the program, but you could compare it to other similar programs in other jurisdictions, or you could compare it to education programs in other fields.  You could do a reasonableness test about how many bodies, how much you are producing.


So absolutely we're going to do it.


MS. GIRVAN:  And the elements of that will be publicly available, so, in effect, we'll be able to see what your plans are in assessing the cost-effectiveness?


MS. McNALLY:  Yeah, I think our EM&V protocols and processes will be public, and that has to be part of it, not just the resource acquisition, but, frankly, tackling the more challenging issue of getting at these programs will be part of our EM&V protocols.


MS. GIRVAN:  My questions 8 and 9, I'm not going to go through those.  You said there isn't a cost associated with achieving each of the directives, and I heard that this morning.  At least that was the other panel's answer.


It may be different within the context of CDM?  No, okay.  I see a nod that I'm right on that.


Okay, in question 9 I wanted a program -- budget by program, and you've said you haven't gotten there yet, which is my understanding.


MR. BRADY:  Yes.  We're in the design process at the moment, and specific budgets for programs would be developed as we get through the design process 


MS. GIRVAN:  Okay.  Now, this maybe follows from that, as well.  The government has recently directed ‑ I think it was in the November letter ‑ the OPA to roll out the 10-10 program.  It's called 10‑10.  It's called, I think --


MS. McNALLY:  Summer challenge.


MS. GIRVAN:  Summer challenge.  And I just wondered if you have any idea at this point what will be the cost of this initiative.


MR. BRADY:  I don't have any finalized cost for that program.


I don't have any final costs in that ‑‑ they are in the midst of design right now, as we speak, trying to come up with -- those elements would be included in the design process, so I have no final numbers.


MS. GIRVAN:  So the costs of that particular program can be found in the $4.9 million mass market budget?


MR. BRADY:  Yes, that's correct.


MS. GIRVAN:  Okay.  And this just goes to another sort of area that I just want to build on.


So that's not related to the LDC/CDM program.  This is separate?


MS. McNALLY:  Done.  No, the LDC/CDM programs are all within the mass market budget.  So for 2007 ‑‑ the LDC/CDM activity started out as kind of a separate new project at the OPA last year.


MS. GIRVAN:  Okay.


MS. McNALLY:  It has now become ‑‑ it is the mass market work.  So the LDC/CDM programs are within the mass market budget.


MS. GIRVAN:  Okay.  Okay.  So then to be clear, you have $20.5 million associated with CDM in this, as I see on TC-4; right?


MS. McNALLY:  Yes.


MS. GIRVAN:  And that feeds into your overall revenue requirement of 58 million?


MS. McNALLY:  Yes.


MS. GIRVAN:  Fifty-seven million.


MS. McNALLY:  Mm‑hm.


MS. GIRVAN:  So what's not clear to me is how the $400 million fits into that, because it's funded from two separate sources.


MR. LYLE:  Well, I think maybe you're missing something fundamental here.


MS. GIRVAN:  Okay, yes.


MR. LYLE:  Which is that we're dealing here with our operating budget.  We're not dealing with the amounts that flow through procurement contracts.  We will be entering into procurement contracts with the LDCs who will be delivering programs.


MS. GIRVAN:  Okay.


MR. LYLE:  And those costs would flow through the global adjustment under ‑‑ the costs under those contracts would flow through global adjustment.


MS. GIRVAN:  Okay.


MR. LYLE:  That's not part of this review.


MS. GIRVAN:  Okay.


Okay, I'll have to think about that.  It is a little confusing, but maybe I'm just missing it.


So of the $4.9 million mass market, what is that, then?


MS. McNALLY:  So let me answer it this way, because, as you've heard, we haven't broken out by programs, but if you look at our portfolio for mass markets, and it's, of the eight programs, six -- six are to be delivered either LDC‑administered or LDC‑support.  So six of eight are LDC.


So the vast majority of the mass market activity is directed at the LDC.  So as Mike was saying, it's the fees budget, the OPA staff that are kind of contract managing, and then one of the prongs coming out is the LDC channel, and we've got a BOMA channel and we've got other channels.


MS. GIRVAN:  I guess the way, just to be clear, some people may look at this and say, Okay, the OPA next year is spending $4.9 million on mass market conservation efforts or CDM efforts.  But, in fact, there will be a lot more spent on CDM in 2007, because, on top of this 4.9 million, it's whatever is spent through the -- up to 400 million over three years?


MS. McNALLY:  Yes.  And I think Sean, in an earlier answer to the OEB Staff, talked about that.  Well, we don't have a precise estimate.  In the IPSP/CDM stakeholder paper 3, there was a ballpark of something like 300 million in 2007, 252, a large amount.


MS. GIRVAN:  Sixty, yes.


MS. McNALLY:  And so that's the charges kind of outside of the core of fees.


MS. GIRVAN:  Okay.  All right, I think that's clear now.  I think some people have been looking at this sort of saying, Okay, you're going to spend 5 million on mass markets, and just the interplay with the 400 million is a little bit confusing, but I think it's clear now.


I'm just eliminating a few of my questions.


With respect to EM&V, does the OPA expect to use outside auditors to review its evaluation results, and, if so, please explain the process envisioned; and, if not, why not?


MS. McNALLY:  So, as I mentioned, we're building our protocols now.  They will be stakeholdered, but, yes, we do anticipate that there will be use of third-party auditors and valuators.


MS. GIRVAN:  Okay.


MS. McNALLY:  I can't give you details, but certainly that's what we anticipate.


MS. GIRVAN:  Okay.  The evidence indicates that Navigant and IndEco have been retained to assist the OPA in CDM, in its role in facilitating CDM through the LDCs.


What's the defined role for these consultants in 2007?  And I guess really what I'm looking for, as well, is the sort of consulting assistance expected to be spent in 2007 with respect to this LDC/CDM initiative.


MS. McNALLY:  Right.  And so let me refer back to an earlier comment I made.  The LDC/CDM activity began as a standalone new product at the OPA last summer, and at that point we had retained IndEco and Navigant earlier, so they continued to work to support that project team.


Their contract with us is now over, and the responsibility has now shifted from that special project to the mass markets.  So in the mass markets work, they will be determining what consulting support they need in their design and their delivery.


MS. GIRVAN:  And that's the $3 million budget?


MS. McNALLY:  That is the -- let me grab it.  Yes, that's right.


MS. GIRVAN:  Okay.  And those costs are funded through your fees, not through the global adjustment?


MS. McNALLY:  That's right.


MS. GIRVAN:  Okay.


MS. McNALLY:  That's right.


MS. GIRVAN:  Okay.  Now, I guess my next question was sort of how -- the process that the OPA intends to undertake regarding its role, really allocate ‑‑ sorry.  Let me start over.


What process does the OPA intend to use to allocate costs associated with the directive between the OPA and the global adjustment?  And what I'm really looking for is it's clearer to me now that, I guess, the 400 million -- up to 400 million will be funds given to the LDCs, and the rest is going to be within your fees?


MS. McNALLY:  So let me try it this way.


Essentially, the OPA fees will pay for OPA staff --


MS. GIRVAN:  Yes.


MS. McNALLY:  -- to manage those contracts and that relationship.


MS. GIRVAN:  Okay.


MS. McNALLY:  So the contract managers will be paid out of our fees, and our finance people who process invoices will be paid out of the fees, and reporting and tracking.  So that's kind of managed from HQ, and then money will flow from the global adjustment fund mechanism through those contracts.


MS. GIRVAN:  Okay.  Okay, it's becoming clearer to me.  With respect to the LDC/CDM initiative, what internal controls will the OPA have in place to ensure the funds are spent prudently, and what type of reporting process is envisioned?


MR. GABRIELE:  The LDC funds, along with any other spending in the OPA, will go through our standard procurement policy, our signing authorities.  They will all be applied to these processes.  They won't be standalone or have special rules, and our payment processing rules will still apply.


The actual mechanisms that go beyond that are part of the EM&V process.  So in the EM&V process, it is envisioned that there will be a financial audit, particularly of large procurement contracts under this initiative, and also verification of the actual performance of the contract.


MS. GIRVAN:  And what kind of reporting?  Will there be public reporting of that?


MR. GABRIELE:  It is my understanding that the EM&V reports will be published when they're final.


MS. GIRVAN:  Okay, those are my questions.  Thanks.


MS. McNALLY:  Julie, I have a visual for you.


MS. GIRVAN:  Okay.


MS. McNALLY:  I'm a visual thinker.


I think you've got to think of it as a wheel.


MS. GIRVAN:  Not the jellyfish?


MS. McNALLY:  Not the jellyfish.  I could do a jellyfish, but I'm going to do the wheel today.  At the centre of the wheel is the OPA, and that is fees budget, and then the tire is the charges, and then the spokes are the channels.  So the LDC is a spoke.  


So we're looking ‑‑ it's the centre of the wheel is what we're looking for here, and the 400 million will be part of the tire.


MS. GIRVAN:  Okay.


MR. HARPER:  It's where the rubber hits the road.


MS. McNALLY:  And then the tire will run over the jellyfish.


MS. GIRVAN:  Okay.  Thank you very much.  Those are my questions.  


MS. KWIK:  Kristi, were you planning to end the day here, because I actually just have one question now, since most my questions have been answered through Julie's questions.


MS. SEBALJ:  Sure.  Go ahead.


QUESTIONS BY MS. KWIK:

MS. KWIK:  So my question is:  When will evaluation and verification of the 2007 program results, including the LDC/CDM, your mass market programs, be available?


MS. McNALLY:  And this is also responsive ‑‑ similar to a question that VECC asked, 2(a).


In terms of our evaluation for 2007 results, when we will have results will depend a lot on the nature of the program and the duration of the program, but we would anticipate we would have results in 2008, and, depending on the program, possibly at the end of 2007.


What we are now getting in 2007 are results from some of our 2006 programs.  So we currently -- as Bryan's talked about, we completed a process evaluation on the conservation fund.  We are in the process of completing process and impact evaluations of the spring EKC program and of our Cool Savings program.  


We are about to begin and hope to finish by spring an impact and process evaluation of our first demand response program.


MS. KWIK:  So that's when we'll see your ‑‑


MS. McNALLY:  You'll begin to see verified results.


MS. KWIK:  Thank you.


MS. SEBALJ:   I suggest we adjourn for today ‑‑ oh, I forgot to press it.  I suggest we adjourn for today, resume tomorrow morning at 9:00.  By my estimation, we have GEC, Pollution Probe and VECC to go.  So I'm assuming we can be done before -- oh, and Energy Probe.  But you said you had no questions, yes.


So I'm assuming we can be well done within the morning.  Is there anyone that is left to go that needs to attend the IESO tech conference tomorrow morning?  All right.


So did you have anything, Mike, to add or --


MR. LYLE:  My only question, Kristi, was whether you wanted to follow up on that undertaking that we talked about earlier.


MS. SEBALJ:  Right.  Thank you for the reminder.


I am going to mark an undertaking.  The OEB Staff asked a question with respect to the 2006 forecast and its excess over 2006 budget, and the OPA has agreed to provide a written explanation for that.  That's Undertaking No. 14.

UNDERTAKING NO. 14:  OPA TO PROVIDE WRITTEN EXPLANATION FOR 2006 BUDGET AND FORECAST DISCREPANCIES.  

MS. SEBALJ:  Thanks.

‑‑‑ Whereupon the hearing adjourned at 4:25 p.m. 
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