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MS. SEBALJ:  Good morning, everyone, and welcome back to the OPA revenue requirement Technical Conference, docket number EB‑2006‑0233.  This is a continuation from the January 8th day of Technical Conference, and I think the next on the roster to ask questions of the OPA CDM panel is GEC.  Mr. Poch.

ONTARIO POWER AUTHORITY - PANEL 2:

Bryan Young; Julie McNally; Sean Brady; Terry Gabriele

QUESTIONS BY MR. POCH:

MR. POCH:  Thanks very much.  Let me start with some ‑‑ actually, I have more follow‑up questions arising from yesterday than I do pre‑recorded, as it were, if you'll indulge me.


You started off talking about your goals and your slide deck.  I believe you talked about reducing peak demand as one of the three goals, and I just wondered -- you subsequently talked about megawatts and megawatt hours.  


So is it the organization's intention to literally mean peak demand, or is reducing energy part of that? 


MR. BRADY:  Thank you for the question.


MR. POCH:  I'm not sure your mike's on.  I don't know.


MS. CHAPLIN:  It's on.


MR. BRADY:  If my mike is on ‑‑


MR. POCH:  That's better, yes.


MR. BRADY:  Can you hear me clearly?


MR. POCH:  Yes.


MR. BRADY:  First of all, I suppose I would point you to paragraph 2 in Exhibit B, tab 1, schedule 1, page 1.  The OPA believes that in meeting the long‑term goals and mandate of the OPA, we need to both target peak demand and consumption over time.  


The evidence that we handed out yesterday, that's table TC-5 and TC-4.  We've expressed the targets in terms of megawatts.  Our directives speak in terms of megawatts and we are ‑‑ so we are responding to the directives in that regard, that the numbers here are expressed in terms of megawatts, but we also will be targeting programs that offer energy savings, as well as peak demand savings.


The initial focus of programs for the early phase of this year will be on peak demand reduction targets.


MR. POCH:  So I guess it's fair to say that demand is your priority, although energy is a goal, as well?


MR. BRADY:  Demand is a priority in the near term, but energy overall is a part of the mix, an important part of our program going forward.


MR. POCH:  Okay, great.  Now, in TC-4 you've provided -- I guess in fairness to you, there would be kind of back-of-the-envelope goal for 2007 megawatt savings of 265 to 300 megawatts.


Was that goal built up from the bottom or distilled from a trend that would allow you to achieve the goals provided to you by the directives, or how?


[Witness panel confers]


MS. McNALLY:  We're discussing who gets to answer this one, and I'll start, and then Sean will jump in.


I think it's fair to say it was -- David, it was an iterative process and our starting point, really, was the preliminary results for the IPSP, as well as the directives.  We looked at the potential that came out of the IPSP work and a number of market scans that we had commissioned to identify the big areas of focus, and then we looked at some of the more detailed work the IPSP did around potential within category areas, and they applied the six criteria of risk, reliability, to identify areas to focus on; then looked at different program types that would achieve that potential, looking at, based on other experience, the kind of megawatts you could get from those programs.  


So it was an iterative process back from the IPSP and the research we were doing on the ground.


MR. POCH:  So do you have any more information you can provide us in terms of the breakdown of that ‑‑ or the buildup of that number in terms of where you see those megawatt coming or is it more a ‑‑


MR. BRADY:  At this point we have no final numbers that would give a more detailed breakdown on these numbers.


MR. POCH:  Okay.  So then my question, if, one ‑‑ I don't think you need turn it up.  It is in the evidence at Exhibit A, tab 10, schedule 1, and I'm referring to the directives here.  And if I look at the twentieth directive you list, this is where the discussion of the IPSP directive is, and that directive talks about targets for different dates.


And the final sentence is: 

"The reductions of 1350 MWs and 3600 MWs are to be in addition to the 1350 MW reduction set by the government as a target for 2007." 


And that's all about demand reduction and conservation, and so I'm wondering if you can help us reconcile the 265 to 300 for the year 2007 with the 1350 megawatt target by the year 2007.


MS. McNALLY:  With regard to the 2007 1350 target, our analysis has gone essentially as follows.  Last year we did a top‑down analysis of how Ontario was doing in achieving the government's 2007 target, which we published in the 2006 annual report, and the indications from that top‑down analysis was that we are ‑‑ we've reduced by between 600 and 900 megawatts, which means the gap to the 1350 is somewhere between 300 and 600.


We see it as a provincial responsibility to get to that target, so we are targeting between 265 and 300 megawatts.  We expect that the remainder will be made up by a combination of LDC, third tranche and rate‑base programs, natural gas programs, federal government programs if they still exist, natural conservation, new codes and standards.


So there's a series of activities that are going on that at this point our top‑down analysis suggests will get us to the 1350 by the summer.


MR. POCH:  Let me just, I think, correct you.  I think you must have misspoke yourself when you included natural conservation in that list, because I presume all these targets are ‑‑


MS. McNALLY:  That's right, yes.  Sorry.


MR. POCH:  Thank you.  I think that helps clarify one of my other questions, which is - or maybe it doesn't - how you count, because I had assumed that these numbers, this target you're counting, is for the list of programs in TC-5, which includes certainly up all of the or most of the LDC ‑‑ I think you've styled them programs in a box or generic programs that you hope will be carried by most of the LDCs.


So were you just referring to LDC programs that are initiated by the LDCs beyond those, that you're working with them co‑operatively spread throughout the province?


MS. McNALLY:  So what I'd said was it's the LDC third tranche, the remainder of the third tranche programs --


MR. POCH:  I'm sorry.


MS. McNALLY:  -- and any programs that they were doing last year on rates --


MR. POCH:  I'm sorry.


MS. McNALLY:  -- as distinguished from our programs, because those will still be going on.  Over 2007 we'll be dovetailing all of that.


MR. POCH:  It didn't register when you said that.  Thank you.


Now, the other thing you said yesterday was you spoke about the net benefit ratio that you were aiming for of 1, TRC net benefit ratio for the portfolio, and you made that distinction between the portfolio and an individual program basis.  And there were follow‑up questions from CCC about, Could that mean that some will exceed and others will fall below, but that on average you'll achieve 1?  And I think you allowed that was a possibility.


And I just wanted to delve into that a little more.  Are we safe assuming that ‑‑ now, you have a bunch of costs here which you've been, to date, careful not to or unable to allocate - that is, the costs you're seeking approval for in this case - to particular programs as opposed to the funds that are flowing through your organization for procurement, which will obviously be easily allocable to particular programs.


If we were to look at the programs you're facilitating on a marginal basis - that is, without allocating these what I'll call common costs to them, will you be seeking to achieve a TRC break-even on every program on that marginal basis?

     MS. McNALLY:  Can you clarify what you mean by 

"marginal"?

     MR. POCH:  I'm using the phrase in the sense of that

economists might, I guess, if I'm right; a marginal cost

basis.  That is, if we take the costs that are particular to any given program, so if we leave out the costs of the three of you sitting here and your office space and what have you that you need for the first program, and we only count the costs that are specific to any given program – I assume the lion's share of which are funded from the - I've forgotten the name of the general revenues that fund these things; not through your - the global adjustment fund, would these programs individually be cost-effective?  That is, if we don't layer on all your head office costs that are for programs as a group.

     MR. BRADY:  It's an interesting question, David.  I still would suggest that we are going to be managing the portfolio to a TRC net benefit ratio.  It's difficult to comment or speculate on what the economics of any individual program are at this point without the benefit of a finalized design.

     MR. POCH:  Okay.

     MR. BRADY:  On a portfolio basis, we still would seek to manage it to a net benefit ratio of one. 

     MR. POCH:  All right.  We can talk about that more

later.

      You indicated that your budget, in effect, pre-dates -- I think the theme of the discussion so far has been that

your budget was built up at a time before you even you had the programs selected, let alone the final program design, which is something you're not at yet.  And you made the statement that your intent is to manage to that budget.

      You're nodding; I'll take that as that I've read

history correctly.

      Is there a policy in place if there are opportunities that arise for further cost-effective CDM in the time horizon we're talking about here?  Does that indicate that there will be some hesitancy to pursue them if there's a budget constraint, or do you have any other policy in mind in that regard?

     MR. BRADY:  David, I'm not aware of any specific policy that would allow us to pursue that course of action.

     MR. POCH:  Right.

     MR. BRADY:  If an opportunity came along that was

cost-effective, and we were at the limits of our budget, then it would be a question of seeking support from

executive or our board of directors or others.  We are committing to managing within our budget, but there is no policy that would allow us to --

     MR. POCH:  Right.  Obviously that would require a

decision from the executive office, and perhaps your Board.  But you have no policy one way or the other from them other than they've given you a budget.

     MR. BRADY:  Not that I am aware, no, that's true.

     MR. POCH:  Now, there was some discussion towards the

end of the day yesterday when CCC's Ms. Girvan was working

with you to try to clarify which funds are in which pot. 

I thought I'd just pursue that a little farther to get a little more clarity in the record.  Ms. Girvan talked about, there's the $57 million budget we're speaking of here.  And then she distinguished and you distinguished between that and the $400 million, three-year allocation that the government has given you in its directive with respect to LDCs.  I just wanted to complete that picture.

      I had heard a number thrown around, and I'm not

putting any weight on this number - I'll let you confirm if

there's anything to it - that if you added up the various

directives you have on CDM from the government at this

point, you're looking at a budget from the global adjustment fund of roughly 1.6 billion, in all likelihood, to achieve those CDM directives.  I don't know over what period of time that would be.

     Is that a number that resonates with you? 

     MS. McNALLY:  David, I believe, if my memory serves me

right, the 1.6 billion was a number that was first offered by Minster Canfield to suggest what the cost of delivering on the directives over a number of years would be.  That was certainly a number that was being bounced around.

      In the IPSP document discussion paper 3, at page 89, there are some estimates of the cost of programs.  For 2008 it's looking at 312 million, and I think it would be anticipated that it would be slightly less for 2007, given rampup issues.

     MR. POCH:  Okay.

     MS. McNALLY:  And so the 400 million over three years

would be a slice of that amount each year.

     MR. POCH:  Right.  I guess a simple point is 400 is

just a part of the pot of funds that are flowing through over a number of years, flowing through your organization, and the roughly 20 million that's the CDM part of your $57 million budget we should perceive as the amount of money being spent to plan and administer the flow of those

other funds?

     MS. McNALLY:  That's correct.  It's the management

piece.

     MR. POCH:  Right.

     Looking at your list of programs which appears in short form in TC5 and in a longer form in the updated

evidence in the last attachment to... I think it's

B1, attachment 11, now.  I was struck by the absence of any program for residential new construction, a lost opportunity market.  I'm wondering if I've perceived that correctly, first of all.  

     MR. BRADY:  There is nothing in this suite of programs

that deals directly with residential new construction that

is planned for 2007, although in very early discussions we

have discussed the potential linkages between the commercial and the institutional new construction initiative that we have listed on, it's program 11 in the OPA business markets grouping from TC5.

      There are some natural linkages, obviously, between

the construction industry and the focus for commercial and

institutional construction, as with the builders of new

residences in the province.

     MR. POCH:  Okay.  I wanted to ask you also, you list single-family, low-income housing under your business markets.  Is my understanding correct that that's because initially the single units that you'll be dealing with are ones that involve some social housing institution?

     MR. BRADY:  The counterparties with which we are

working are more closely aligned with the business markets

type of decision-making process, and some multi-res, for

instance.

     MR. POCH:  Right.  You're not dealing with privately owned single-family low-income, at this point?

     MR. BRADY:  There's the expectation that there will be single-family dwellings that are included in the mix in there, but it's a question of placing the management effort in one camp or the other camp.


MR. POCH:  Right, because of ‑‑ it spans both?


MR. BRADY:  Right.


MR. POCH:  All right, fine.  Now, the other large sort of lost opportunity gap I was identifying, and correct me if I am wrong, is with respect to fuel switching and fuels to service new construction, both fuel switching of existing buildings and dwellings and uses, and, for example, facilitating gas service to new subdivisions or communities.


And do you have anything that I've missed there, or anything on the horizon there?


MR. BRADY:  There are no programs that we have contemplated for 2007 that are directly linked to fuel switching.  We are leaving that option open and continue to discuss, you know, potential opportunities with program delivery partners at some point in the future.  


It's not on the list of priorities for 2007.


MR. POCH:  Okay.  And I take it that one obvious partner for that would be the gas companies in terms of at least the latter ‑‑ well, both categories, really, if gas is the fuel to switch to.


Are you having discussions with the gas companies?


MR. BRADY:  We have ongoing discussions with both gas utilities around energy efficiency and CDM.


MR. POCH:  And do you have any information that you can provide us or that they have provided you about what the potential is and what the time lines for that might be?  And I'm thinking near term, obviously. 


MR. BRADY:  The most available public information, I think, David, is the work that we had done with Marbeck on the fuel switching, and it's referenced in this discussion paper number 3 for conservation and demand management.


And it includes some targets for megawatt and energy consumption savings over a period of time.


MR. POCH:  Okay.  I don't want to lapse into cross, but just so you'll know where I'm headed here, it seems to us, at least, that there's an opportunity here that's addressing a large lost opportunity market, where you've got some sophisticated delivery channels available to you so that it wouldn't be an undue burden on your organization.  And so we'll be wanting to discuss with you whether we can accelerate work on that ‑‑ in that area.


Now, I did ask you about providing targets and cost‑effective analysis.  I've heard your answers already, and I see Mr. Gibbons has a number of questions asking for specifics, so I'll just leave that for you to discuss with Mr. Gibbons.


And I think you've already answered my other written question, which was to distinguish between the programs that are picked up in ‑‑ or funded through the 400 million and the programs that are funded through your other directives, so I'm going to leave off there.


MS. SEBALJ:  Thank you.  Mr. Gibbons.


QUESTIONS BY MR. GIBBONS:

MR. GIBBONS:  Thank you.


You ready?


MS. McNALLY:  Ready.


MR. GIBBONS:  Right.  Okay, I want to start off by following up on one of Mr. Poch's question.  It was about the TRC test and cost‑effectiveness, and I think Mr. Poch tried to get you to agree that on an individual program basis you wouldn't undertake a program that fails the total resource cost test as defined, you know, in the California standard practice manual.  And you wouldn't give him that commitment, as I recall the conversation.


And so I guess my question is, like, why would you want to do a program that you expect is not cost‑effective? 


MR. BRADY:  There may be programs for which -- and I don't have specifics in which to point you at, so this may be speculation, but there may be programs that may not become cost‑effective but we have been directed to do for other reasons, for instance, or there may also be reasons in terms of timing of the TRC analysis that gets done, where we may have initial costs that would lead to longer‑term energy savings over the course of the program, but the initial TRC analysis may not be net positive benefit.  So in initial phases it may not pass the TRC test at the outset.


To manage to a balanced portfolio of TRC of one, or net benefit of one, then we're ensuring that, on totality, the money that we are spending towards CDM efforts will be positive for the ratepayers and consumers of Ontario.


MR. GIBBONS:  Okay.  As I understand your response, first you're saying, well, some programs may be directed ‑‑ we may be directed to do by the Minister, and therefore you have to do them and you have to do them whether or not they're cost‑effective.  I understand that.  


You don't have any choice there, and you're mandated to do them, so that's outside your responsibility.  I understand why you would do programs that you're directed to do by the Minister.  You have to do them even if they're not cost‑effective.


And I think the second part of your response is some programs, they might not be sort of cost‑effective in their first few months or first few years, but you believe over their life cycle they'll be TRC‑cost‑effective.  And that seems totally rational to me, too.


So with those two caveats, do I take it, then, basically it's your intention to only do CDM programs that are TRC‑cost effective?


MR. BRADY:  I would go back to the point that I made earlier, in that we intend to manage the portfolio and the just -- and manage the portfolio over time so that the portfolio is TRC positive.  


If we have a program, for instance, that is underperforming expectations or not meeting where we expect it to be, then we would make adjustments or changes, and if it continues to not perform, then we would drop that program in favour of other programs that are producing better results or more cost‑effective results.


So the TRC gives us a tool in portfolio management to adjust and refocus our programs effectively, and by managing to a TRC of one, we gain all of the benefits that are possible within the CDM environment.


MR. GIBBONS:  Okay.  I'll now turn to my questions that I sent to you in advance, and so it should be very easy to answer.


So -- and I think the procedure here is I'm supposed to read them into the record.  So starting with number 1:  Could you please state the OPA's demand response program budget for 2007. 


MR. BRADY:  The demand response program budget is built into the budget tables that we submitted yesterday labelled TC-4.  I'm not sure if you have a copy of those, Jack.


So the demand response programs span both mass markets and business markets.  In the mass markets, there is a residential demand response program.  It's item 4 that's listed in TC-5.


And in the business markets we have item 8, voluntary economic demand response program in a committed resource load shifting product, and we have a committed resource peak shedding product, DR3.  That's item 9 on TC-5. 


Voluntary economic demand response, phases I and II of DR1, a committed resource load shifting product or DR2, and a committed resource peak shedding product, DR3.  

Sorry, they're complicated names.  They're not market-friendly.

     MR. GIBBONS:  Mr. Brady, I'm at a bit of a

disadvantage.  I wasn't here yesterday.  I didn't get these

tables, and I'm not very quick on my feet.  But looking at them as quickly as I can, I don't see a number there that answers my question.  Am I missing it, or can you tell me what that number is, the total response budget for 2007?

     MR. BRADY:  As we described yesterday, we do not have a program-by-program breakout of the budgets.  We have the

budget laid out in terms of business markets and mass

markets.

      The program budgets for demand response would

be included in both business markets and mass markets

programs.

     MR. GIBBONS:  You don't break it out -- those are

business and mass CDM program budgets, I believe.  They are not broken out by demand response program budgets?

     MR. BRADY:  Right, they are CDM.  That's correct.  The budgets, as you see in TC4, are for the CDM efforts for business markets and mass markets, and are not separated out on a program-by-program basis.

     MR. GIBBONS:  To get right to the point, you don't have an answer to my question, number 1?

     MR. BRADY:  I do not have the detail available for a

budget for those demand response programs; that's correct.

     MR. GIBBONS:  Thanks.  Question number 2.  This

is asking for a breakout of your demand response program

budget by category of demand response program.  I assume

the answer to this is you don't have that number either?

     MR. BRADY:  That's true.

     MR. GIBBONS:  Question number 3:

"Please state the OPA's demand response capacity targets in megawatts for Ontario’s 2007 peak-day demand."

     MR. BRADY:  Those capacity targets are included in the

savings targets listed on TC4.  In the business markets, we are targeting 225 to 250 MWs, and in the mass markets we are targeting 40-50 megawatts in 2007.

      The demand response components would be included

within those target elements.  I do not have a detailed

breakout available for you at this time.  Those programs are in the midst of design, and we have not finalized program targets.

     MR. GIBBONS:  Do you have tentative program targets? 

Can I get an undertaking to say what you think your demand

response targets will be?  

     MR. BRADY:  Once we have final program design and have

the benefit of finishing our thinking and doing reasonable

estimates on the programs, I think it would be reasonable to make that information public, but at this point in time it's very early days in the design.

     MR. GIBBONS:  Sir, Minister Duncan gave you a directive for demand response on June 15th, 2005.  It's now 2007.

     MR. BRADY:  Mm-hm.

     MR. GIBBONS:  You're telling me you can't give me any

targets for the 2007 peak-day?

     MR. BRADY:  We have planned three demand response

programs that should help to meet the Minister's directive

and help to defray some of the peak in the summer of 2007. 

We are in the midst of developing the targets that you're

looking for.  Included in that is going to be an

assessment of what the market potential is and what the

takeup is.  This is an iterative process where we need to

consult with stakeholders and potential participants or

suppliers of these products.  The information will evolve until we come to the best design at the earliest time frame possible.

     MR. GIBBONS:  When do you think you'll have these

numbers?

     MR. BRADY:  These programs are scheduled to be released in spring, early to late spring, and to be available in market for the summer.

     We expect that the information should be available

shortly, but I don't have final information at this point in time.

     MR. GIBBONS:  Early to late spring; what does that 

mean?

     MR. BRADY:  Sometime between March and June.  

     MR. GIBBONS:  Okay.  Mr. Brady, I think you said you

were planning three demand response programs for the summer

of 2007?

     MR. BRADY:  Three programs that we have details on. 

There may also be a component in the City of Toronto effort, but again, we are in discussions with the City of

Toronto for a portion of their effort on the City of Toronto directive that may include demand response.

      There are also two existing programs.  One is the

York Region DR that you've highlighted, and the other is the Loblaws CES contract, which is a demand response product as well.

     MR. GIBBONS:  Maybe we can just go through the list for the summer of 2007, the categories of demand

response programs you expect to have in place.

      If you can just tell me the first one, then I'll

ask you a few questions about the first one, and then we'll go on to the second and third, if that's all right?

     MR. BRADY:  First in which regard?

     MR. GIBBONS:  Any record.  Start anywhere you like.

     MR. BRADY:  Demand response one.  DR one.

     MR. GIBBONS:  DR one, okay.  And does that have sort of a nice name, like York Region, or is that just the DR1?

     MR. BRADY:  The DR one, sorry, it's the voluntary

demand response program, or the evolution of the

voluntary demand response program that we have in market

right now.  That program, as we described yesterday, is in

the midst of a process and impact evaluation.  The results

of that process and impact evaluation will provide

information to the OPA and to the marketplace as to how to

better design and offer a demand response program of that type for the summer of 2007.

     MR. GIBBONS:  Does this program include capacity

payments?

     MR. BRADY:  No, it does not.

     MR. GIBBONS:  And no intention to for the summer of 

2007?

     MR. BRADY:  It does not currently contain capacity

payments.  I wouldn't want to speculate as to where it's

going to go at this point in time, although it's unlikely

that it would contain capacity payments, given the nature of the design of it.

     MR. GIBBONS:  Let's go on to number 2.  What's the next DR program you have?

     MR. BRADY:  A second DR program that we're working on

is the committed resource load-shifting product, or DR2.

     MR. GIBBONS:  Committed load-shifting, did you call it?

     MR. BRADY:  Yes.

     MR. GIBBONS:  Load-shifting, sorry?  I'm slow.

     MR. BRADY:  Product.

     MR. GIBBONS:  Product.  Does that have a nicer name,

or a more colloquial one?

     MR. BRADY:  We haven't run these programs through a marketing exercise to come up with nice names at this point in time.

     MR. GIBBONS:  Does this one even exist now?

     MR. BRADY:  It's in development now.

     MR. GIBBONS:  Right, but there are no customers now, no participants?

     MR. BRADY:  No.  It is a planned product for...

     MR. GIBBONS:  And can you tell me some of the

key features of this planned product, please?

     MR. BRADY:  Perhaps it may be more helpful if I went

back and talked about the general categories of demand

response that we're targeting for this summer, and give

you a bit of an overview sense of what we're trying to

achieve.

      There are two priority areas for demand response, or two ways that we would segment the marketplace.

      One is for peak shedding or very short time-limited

numbers of hours products that are targeting the very

highest peak periods, in the order of 200 hours per year,

for instance, or the superpeak periods, and looking for

efforts to reduce those superpeaks, as sort of a first category.

      A second category would be longer-term load-shifting

projects, where we would remove blocks of load through

contract from a period of time into the off-peak period.  

As an example, we might contract with a party to remove

a block of load from 4 p.m. to 8 p.m. on summer week-day

periods and have them move that load into an off-peak period and contract for them to remove that load on a

committed basis.

      Within each of those two major groupings, the peak

shedding and load-shifting, there are options around the

nature of the contracts.  One would be a voluntary nature,

such as we had with the first demand response product that

we had on the marketplace, where the efforts by the 

suppliers of the demand response service are on a voluntary

basis and payments are only made when that service is

provided.  
The other opportunity is through contracted service or committed resource, where the suppliers make contractual obligations to supply that resource and there would be rights and obligations in that contract.


So those two categories and those two variations, voluntary and committed resource, could apply for all of the programs.


The first demand response program I talked about is a peak shedding product, voluntary in nature.  DR2, we're contemplating it to be a load‑shifting product, with a committed resource, contractually organized, committed resource.


The third demand response product that's on the list, this is number 9, the committed resource peak shedding product.  This is again a peak shedding, the short time duration product on a committed or contractual basis.


That one, we are looking at targeting an aggregation service or looking for what I would consider non‑traditional demand response suppliers, so aggregating small commercial/industrial load to supply the DR resource.  And we would be contracting with aggregators or aggregated facilities.


Does that help?


MR. GIBBONS:  Yes.  Okay, let me see if I understood this correctly.  So the sort of two categories of demand responses is this superpeak; then there's the load shifting. 


MR. BRADY:  Yes.


MR. GIBBONS:  And in both categories you're hoping to have both categories of programs on the market in summer of 2007?


MR. BRADY:  Yes.


MR. GIBBONS:  And in both of those categories of programs, you hope to have two subcomponents.  One is it's voluntary, you only get paid if you deliver, and, two, it's contractual for capacity payment, where you're obliged to deliver in return for the capacity payment when the OPA meets the demand reduction?


MR. BRADY:  There may not be a capacity payment.  That's a function of the design.  There's different ways that you could arrive at that commitment, but the notion of a committed resource is something that we are moving forward with or trying to design into the products for this summer.


MR. GIBBONS:  Okay.  Then rephrase it.  Two categories or programs, one superpeak, one load shifting.  Both of them have subcomponents of being voluntary or contractual.  How's that?


MR. BRADY:  They both potentially have those components.  I would suspect that we're not going to have a voluntary load-shifting type program.  At least none is contemplated at this point in time.  So we would take up three of those four groupings.


MR. GIBBONS:  All right.  Now, about the York Region demand response program, the last time I heard about it, like it was, like, about 2 or 3 megawatts?


MR. BRADY:  Yes, that information is available on our website.  It's a contract for 3 megawatts, if I'm not mistaken, but that information is available on the website, around the details for the York Region.


MR. GIBBONS:  But do you have any plans for 2007 to really ramp it up?  I know the people in the York Region would love it to be ramped up.


MR. BRADY:  That's what is in the commitments as of right now.  I don't ‑‑ I'm not aware of any plans to ramp that up.  That would be ‑‑ that is ‑‑ that is under contract right now.


MR. GIBBONS:  I know you have got the 3 megawatts under contract with someone.  I don't know, Magna or whatever.  But do you have any plans to try to get more customers in northern York Region for this summer to reduce the chance of a blackout in Newmarket?


MR. BRADY:  I'm not directly involved in that, in the contract management for that program, but it's my understanding that the supplier under that contract continues to talk to loads to ensure that they can meet their contractual obligations under the contract, and they continue to talk to potential loads to sign under their contracts.


MR. GIBBONS:  Can we get an undertaking to get back on whether the OPA's doing anything or got any plans to try to get more load under demand response capacity in northern York Region for the summer of 2007?


MR. CASS:  Jack, just while the witnesses are talking about that, the one thing that I would throw into the mix is there may need to be some consideration of confidentiality around whatever arrangements are in place, but I'll let the witnesses carry on with their discussion.


[Witness panel confers]


MR. BRADY:  As was pointed out, there are provisions under the contract that require us to retain the confidentiality due to the sensitive business nature of the contracts.  We could take an undertaking to go back and discuss the matter and see whether there is opportunity.  

I'm not sure if that would help answer.


MR. GIBBONS:  I believe your contract is with Rodan Energy or some company like that.


MR. BRADY:  That's correct, Jack.


MR. GIBBONS:  And I'm not asking for any confidential information about your business relationship with that company.  I'm just asking if the OPA has any plans, any goals to acquire more demand response capacity in York Region.  


I don't care whether it's with Rodan Energy or with whoever, but Pollution Probe just hopes that you're going to acquire more demand response capacity in York Region.  And we would just like to know whether you've got any plans to do that, you know, what your goals are, anything like that.


I don't care what the commercial relationships are at this time, and I don't need to see anything about your contract with Rodan Energy or any use providers that Rodan is getting it from, whether it's Magna or whoever.


MR. LYLE:  I think the only caveat, Jack, was that there could be confidential -- if there were confidential discussions going on, we would not be able to disclose those to you.


MR. GIBBONS:  That's fine.


MR. LYLE:  I guess the other point to make is, of course, that people from northern York Region are perfectly able to participate in the province‑wide DR programs and would be encouraged to do so, I imagine, Mr. Brady?


MR. BRADY:  That's true.


MR. LYLE:  But we can give that undertaking.


MR. GIBBONS:  Thank you.


MS. SEBALJ:  It's Undertaking No. 15.

UNDERTAKING NO. 15:  INFORM WHETHER OPA PLANS TO ACQUIRE MORE DEMAND RESPONSE CAPACITY IN YORK REGION. 

MR. GIBBONS:  Thanks.


And then I -- there's another category of demand response, I believe, and that's what -- the Minister has given you a directive to basically expand Toronto Hydro's great peak saver program across the province.  Have I got that right?


MR. BRADY:  The actual ‑‑ it's a residential demand response program --


MR. GIBBONS:  Yes.


MR. BRADY:  -- that you're referring to, and that's included in the mass markets program.  It's item 4 in TC-5 in section A of the mass markets program.  Yes, that's correct.


MR. GIBBONS:  And can you tell me if you've had any progress with that program?


MS. McNALLY:  Jack, that's part of our LDC CDM portfolio, and so it's part of the rollout of that portfolio, and we have, at this point, two phases to that rollout.  The first ‑‑ and residential DR is part of our first phase, and we are in the midst of program design and will shortly be in the midst of contract discussions with the CLD to have a residential DR program in place for the summer.


So by dealing with the CLD first, we're hoping to get the DR ‑‑ the residential DR program, as well as the summer savings challenge and a business incentive program, in the market in the six big territories by the summer, and then we will be working with the rest of the LDC market later in the spring to sign up the other LDCs to deliver the program.


MR. GIBBONS:  So for the CLD, for the CLD, are you basically trying to duplicate the Toronto Hydro peak saver program?


MS. McNALLY:  What we are doing at this point is looking at both the Toronto Hydro program and the Hydro One program.  They were slightly different.


MR. GIBBONS:  Right.


MS. McNALLY:  To figure out the learnings we can from each of those programs, to determine the best way to go forward.

     MR. GIBBONS:  And then for your CLD territory, when is

your target they will start marketing those programs to

those customers?

     MS. McNALLY:  Currently the target is that we would  sign contracts in March, which would allow program launch to happen shortly thereafter.

     MR. GIBBONS:  When do you target to sign contracts

with all the non-CLD electric utilities?

     MS. McNALLY:  The current target plan is that we would start contract discussions in April, and then depending on how many LDCs come forward, we would anticipate that contract signing would happen over the two- to three-month period after that.  It will be a rolling contract signing.

     MR. GIBBONS:  For those remaining electric utilities,

they won't probably have those programs in place and marketed in the summer of 2007?

     MS. McNALLY:  Some may, some may not.  But our key was, looking at our resources, and the resources of the LDCs, we wanted to start early with the big one, to get as much of the province as we could up front.  We should have everybody signed up and beginning to deliver the programs in the summer.

     MR. GIBBONS:  For Toronto Hydro and the other CLDs,

will it basically be their program that they'll be

providing to you under contract for a specific payment, or

will it basically be a new OPA program?  They're just sort

of the delivery agents?

     MS. McNALLY:  We're in the process of those discussions right now, so I don't have a final answer for you.  But what we're doing is we're building on the learnings that we have to develop the final product, and we're looking at the experience of other residential DR programs, and whatever happens with the programs, the

OPA's EM&V process will be part of the program

mix.

     MR. GIBBONS:  Do you have any megawatt targets for

the CLD for this peak saver program for the summer of 2007?

     MS. McNALLY:  For residential demand response, it's

the same answer as the business.  It's part of our mass

market target.

     MR. GIBBONS:  Let's go to question 6, please.

"Please provide the OPA's estimate of the marginal cost of meeting Ontario's peak-day demand..."

And then by that:

"...(top 1 percent of annual system demand during the summer of 2007).  Please state all your assumptions and show your calculations."

     Am I going to get lucky?

     MR. BRADY:  Jack, we don't use that number in that way.  For planning for demand response programs, we're planning on peak resourcing for the entire season, and so we do not do that marginal cost calculation that you were looking for. 

Although I can't speak for the IESO, it's possible that the IESO may do some of this work.  You're aware of the complexity of actually calculating that number and making projections about what is the marginal resource

that is being called upon for the peak hour, but we do not

have that calculation.

     MR. GIBBONS:  Again, as any economist, I find these responses frightening.  I would think when you're trying to operate the power system of Ontario for the benefits of ratepayers, you're going to be trying to be maximizing all the demand response that's cost-effective, that can meet Ontario's need, keep the lights on a lower cost than new supply.  I would think when you're trying to figure out how much to pay for demand response, you would look at the marginal cost of peak-day supply and basically say, if we can get any demand response at a lower marginal cost than peak day supply, then we should buy it, because it's cost-effective, and also nicely maybe reduces the risks of blackouts or brownouts, keeps money in Ontario instead of going to the United States.

      And so, are you telling me that you disagree with that philosophy, and that's not sort of a key part of your

analytical framework of how you would approach and it then

design it, evaluate these type of programs?

     MR. BRADY:  We have used marginal pricing, or used

historical pricing, rather, as part of the guide for looking at where we might price a product for demand response.

      You also recognize that if you are, for instance, in

the load-shifting categories of demand response, where

you're taking large blocks of load out across the season,

you're not necessarily looking at just the marginal price of electric that you need to supply; you're looking at all the rest of the hours that you need to supply, and looking at a rational price that's cost-effective for the ratepayers of Ontario to buy that reduction in demand for that block of time.

      It depends on the nature of the demand response program, and it may also... for instance, you may be able to purchase demand response at somewhat less than the final, most expensive period during the summer peak period, and supply the same amount of demand response at a more cost-effective price than the peak price that occurs.

      There is also not necessarily a linkage between the

peak-day and the highest price, although it seems broadly

logical that that would occur.  But there are also expensive periods that may not be the highest demand period, because of the nature of the supply/demand cushion or the difference between the actual supply that's available and the demand that's occurring in any given period.

      We need to accommodate for a lot of different

factors when we are designing demand response programs  that cover shortness in the market across the entire seasons or across the balance of the year.

     MR. GIBBONS:  Sir, you are designing a superpeak

program to meet the peak 200 hours of the summer of 2007. 

If that demand program, those MWs you hope to contract for -- what do you think the avoided cost is, the avoided cost of the supply that's avoided?  

     MR. BRADY:  I don't have the avoided cost numbers in

front of me.

     MR. GIBBONS:  Can I have an undertaking?

     MR. BRADY:  We have the historical information from the IESO that we can use as a guide for doing that analysis and looking at what the historical pricing was for those top 200 hours.

     MR. GIBBONS:  No, I'm not interested in any historical

cost, I'm interested in the avoided cost.  Are you

telling me you haven't done any analysis of the avoided

cost, the potential avoided cost savings your 200 power

superpeak program will provide?

     MR. BRADY:  The avoided cost numbers would have been

included in the conservation and demand management paper

that was revised in December of last year, under the demand

management/demand response category.

     MR. GIBBONS:  And so what is that number, sir?

     MR. BRADY:  Sorry, I don't have it in front of me.  I

could take a look.

      I would refer you to table B7 that is on page 78 of

the discussion paper number 3, Conservation and Demand

Management, that was revised in December of 2006. 

It lists avoided costs, Ontario's seasonal average avoided energy costs in dollars per MWh, and avoided capacity costs for generation and transmission and distribution.  


So there's the table that lists by season and by category, so you're looking at winter, on-peak, mid‑peak and off-peak, summer on-peak, mid-peak and off-peak, and the shoulder seasons, mid‑peak and off‑peak.  And it lists avoided energy costs, for instance, for 2008, at $68.40 in 2006 dollars.


MR. GIBBONS:  And for 2007?


MR. BRADY:  The 2007 number is not in here.


MR. GIBBONS:  It's not in there.  Can we have an undertaking for your 2007 avoided costs, please?


MR. LYLE:  Is that analysis available?


MR. BRADY:  I don't know if the analysis is available at this point in time.


MR. GIBBONS:  Can I have best efforts to provide the information, your avoided costs, generation costs, transmission costs, line losses, transformer losses, full avoided costs?


MR. LYLE:  We'll undertake to make our best efforts to review our files and provide you with that information, if it is available.


MR. GIBBONS:  Thank you.  Question No. 7.


MS. SEBALJ:  Sorry, that's Undertaking No. 16.  I was a little slow on the mike.


MR. GIBBONS:  I forgot to ask for that.  Glad you're remembering.  Those mikes are slow, too.


UNDERTAKING NO. 16:  PROVIDE 2007 AVOIDED COSTS.

MR. GIBBONS:  Question number 7.  Please state the OPA's energy efficiency program budget for 2007.


And based on your previous answer, I can guess the answer to that is you can't give me that number?


MR. BRADY:  That's correct.  The energy efficiency program budget is embedded within the market or the numbers that were presented in TC-4.  The budget numbers are included in the costs associated with the business markets and mass markets operating costs.


MR. GIBBONS:  So you won't answer question number 8 either.


Question number 9:  Please state the OPA's target megawatt hour savings in 2007 for its 2007 energy efficiency programs.  Please provide a breakout of this target by each category of energy efficiency program.


MR. BRADY:  Again, as I said earlier, in -- I believe it was to GEC's question, we do acknowledge that energy efficiency will generate megawatt hour savings.  We have listed our targets for 2007 in terms of megawatts, as our directives ask us, and speak in terms of megawatts rather than megawatt hours.


So I go not have a breakout by each category of energy efficiency program by megawatt hours, although many of the programs that are contained within the portfolio will also generate megawatt hour savings through their efforts.


MR. GIBBONS:  And so you don't have that number here, and you don't have it back at the shop on ‑‑


MR. BRADY:  These programs, as I said earlier, are in the midst of design, and so we are looking at those numbers and assembling the portfolio as best we can.


MR. GIBBONS:  Question number 10.  Please state the OPA's targeted total resource cost test net savings for its 2007 energy efficiency programs.  Please provide a breakout of this target by each category of energy efficiency program.  


I assume the answer to that question is you didn't have that number?


MR. BRADY:  TRC, on a portfolio basis, we'll manage our TRC to a portfolio net benefit of one.


MR. GIBBONS:  Oh, no, I understand that.  What I'm looking for is the total TRC net benefits, and I can -- $500 million, $1 billion, whatever, but just, again, of the energy efficiency programs.


[Witness panel confers]


MR. BRADY:  Excuse us while we look for the reference.


MS. McNALLY:  Jack, we have part 1 of an answer to that, and that is, in the IPSP discussion paper 3, the revised CDM paper I'm going to start at page 5 of that paper.


The OPA has set out the net benefit of the CDM plan as a whole to the ‑‑ over the whole planning period, and so that again is at page 5, and that is 5 to 9 billion.  And Sean is just looking deeper in the document to find the more detailed breakdown.


MR. GIBBONS:  I'm looking for 2007.  I have been burned in the past by accepting long‑term targets and been happy with them.  Now I'm just focussed on the next 12 months.


MS. McNALLY:  Jack, what we can do at the break is go through the IPSP paper for you and find if there is a more detailed time breakdown of the benefits.


MR. GIBBONS:  I don't think there will be a break.  Maybe could we get an undertaking that if you can find, provide it, the answer to question number 10?


MR. LYLE:  Go ahead.


MS. McNALLY:  It would be the same.  If it's not in this document, we would make our best efforts to find out if the planning people have that number.


MS. SEBALJ:  It's number 17.


UNDERTAKING NO. 17:  PROVIDE DETAILED BREAKDOWN OF TOTAL TRC NET BENEFITS OF ENERGY EFFICIENCY PROGRAMS FOR 2007.

MR. GIBBONS:  Thanks.  Okay, the questions number 11 and 12 are about your fuel-switching budget and fuel-switching targets, though I think I heard you answer, Mr. Poch, that you've got no fuel-switching budget or targets for 2007.


MR. BRADY:  That's correct.


MR. GIBBONS:  And can you just tell me why not?


MR. BRADY:  At this point, the priority of programming is placed on the two largest sources of opportunity that were identified through the IPSP research and work, and that was conservation ‑‑ energy efficiency and demand management.  


Fuel switching was seen as the next priority, and we are leaving our options open to try to include that as best we can on a go‑forward basis, but the programs that we've outlined to date have been focussed on the energy efficiency and demand management priorities that were laid out in the IPSP, as the initial focus.


MR. GIBBONS:  Question number 15:  Please state the OPA's small‑scale (10 MW or less) combined heat and power program budget for 2007.


MR. BRADY:  The budget for small‑scale combined heat and power programs.  First of all, let me state that we don't have what you're describing classically as a combined heat and power program, as I think I'm reading this.  But maybe more broadly speaking, programs such as the renewable energy standard offer program and clean energy standard offer program would include that basket, and those are being planned and are included in the supply initiatives, rather than the CDM initiatives.


So the clean energy standard offer program and renewable energy standard offer program are part of the supply side as opposed to the CDM, in terms of budget dollars.


MR. GIBBONS:  Okay.  My question is about combined heat and power.  Can I get an undertaking about your budget for the small‑scale combined heat and power for 2007?


MR. LYLE:  I think Mr. Brady just answered that there is no specific small‑scale combined heat and power program.


MR. GIBBONS:  Okay.  Well, if there's no program, so it's zero?


MR. LYLE:  There may be programs that capture a small‑scale combined heat and power project, but that's not a specific ‑‑ there's no specific program aimed specifically at that.


MR. GIBBONS:  Do you have any budget for any of your standard offer programs?


MR. BRADY:  Within the CDM category under ‑‑


MR. GIBBONS:  Within any category. 


[Witness panel confers]


MR. LYLE:  If you go to strategic objective number 3 in the evidence, Exhibit B, tab 3, schedule 1, we have a budget for that entire strategic objective, and, Terry, I'm not sure whether we'd be able to give more of a breakdown with respect to what is, within strategic objective 3, strategic initiative number 4?

     MR. GABRIELE:  We can give further details.  I can't commit that they will totally answer your question, but there are other details available in terms of the CES and RES budget.

     MR. GIBBONS:  Could we please get an undertaking

to provide whatever budget information you have about the

total budget for the OPA standard offer programs for

2007?

     MR. GABRIELE:  Yes.

     MR. LYLE:  We'll undertake to provide additional

information, to make our best efforts to provide additional

information related to those programs.

     MS. SEBALJ:  That's number 18.

UNDERTAKING NO. 18:  TO PROVIDE ADDITIONAL BUDGET INFORMATION RELATED TO OPA STANDARD OFFER PROGRAMS

     MR. GIBBONS:  Thank you.

     Okay.  Last question.  Number 16.  

"Please state the OPA's small-scale combined heat and power MW and MWh targets for 2007."

     MR. BRADY:  I have no targets included in our budgets

here for small-scale combined heat and power MW or MWh

targets in our budget for 2007.  As I said, there is a

renewable energy standard offer program that is part of

strategic initiative 3, and I can't speak to targets

that they may have in those programs.  I don't have that

information.

      The clean energy standard offer program is in the

midst of design, at this point in time, and would not have

final targets that would be available at this point.  It will become available as the program is finalized, but at this point in time I don't have targets for that particular program.  As I said, those are captured within the strategic initiative 4 of objective number 3.

      If you're looking for a reference, it's tab 3,

schedule 1, page 7 of 16.

     MR. GIBBONS:  Sorry, is there a number there for 2007

for combined heat and power less than 10 MWs?

     MR. BRADY:  Again, there may be a number for the

renewable energy standard offer program, although I'm not

aware.  I don't have those details at this point.

      The clean energy standard offer program is in the

midst of design, and those numbers would not be final at

this point.

     MR. LYLE:  Just so we're clear, though, Jack, there

would be no number for combined heat and power because those programs are not focussed on combined heat and power.

     MR. GIBBONS:  To make sure I understood it correctly, Mr. Lyle, part of Mr. Brady's comments, he seemed to be qualifying his remarks by saying he had no numbers under his sort of jurisdiction of his programs.  There seemed to me to be a suggestion that maybe somebody else in the OPA may be working on this.

      Do I take it from you, Mr. Lyle, that the OPA as a

whole has no targets for 2007 for combined heat and power

either in MWs or MWhs?

     MR. LYLE:  We would have no targets specifically for

combined heat and power for small combined heat and power

projects because we don't have a specific initiative related to small combined heat and power projects.

MR. GIBBONS:  Thank you.  Those are our questions.     MS. SEBALJ:  Thank you, Mr. Gibbons.  I think

Mr. Harper is next.

     QUESTIONS BY MR. HARPER:

     MR. HARPER:  I think I have all the pieces of paper now moved over in front of me.  

My first question has to do with the followup to the settlement agreement from last year's proceeding, and one of the parts to the settlement agreement was that the chief energy conservation officer’s 2006 annual report would include a section addressing co-ordination with LDCs.  

Now, actually, I think you included the chief energy conservation’s annual report in your application here at Exhibit A, tab 6, schedule 1, if I'm not mistaken, but in looking at that, the discussion around co-ordination with LDCs dealt, as I could see, almost entirely with co-ordination with respect to the Minister's directive which would be leading up to the conservation programs that you're going to be launching primarily this year, rated around the $400 million.

      I was wondering more specifically if you could

address the question about how was the development and

delivery of your 2006 programs, the ones you actually, I

think, have listed in the annual report for 2006,

co-ordinated with the LDCs, because I think that's what we

are more interested in in that settlement agreement, was how were your 2006 activities going to be co-ordinated in terms of delivery of your 2006 programs with the LDCs.  

     MS. McNALLY:  I will answer this in two ways, and

I will get to your 2006.  But as suggested in the

annual report, really the focus of our work co-ordinating

with the LDCs was on a go-forward basis because their

programs, the existing programs are obviously already

in market.

      We spent a lot of time working with the LDCs and

other stakeholders through our advisory group process, and

it's been a very fruitful process, so that are

co-ordinating on a go-forward basis.

      In terms of 2006, though, we did informal consultation with the LDCs on the implementation of our

"every kilowatt counts" and cool savings programs both for

the spring and the fall offering.

      We worked with the LDCs and other stakeholders on the

demand response programs.  We have had discussions with the

gas companies on their offerings.  

On the low-income programs, of course, we have been in discussions in co-ordination with the social housing services corporation, LDCs and others to co-ordinate those programs where we could, keeping in mind, of course, some limitations that programs were already in market.

     MR. HARPER:  I guess part of the focus there, I guess,

we were aware of the fact that the LDCs were launching their own programs either as part of the third tranche, primarily, and to some extent there was an issue in making sure that there was some understanding, at least from the OPA’s perspective, of what they were doing.  They were co-ordinating what they were doing in conjunction what were existing programs on the ground from LDCs already.

     MS. McNALLY:  Absolutely.  And we recognize that as a

challenge as to the other players, which is why, again, we

focused on our advisory group process as part of the LDC,

and that, again, has been a very fruitful forum, because not only did we have the LDCs in the advisory group process, we had customer groups.  VECC was part of it. Environmental groups, and the gas companies.

      It had created a nice forum for discussions in

co-ordination.

     MR. HARPER:  I just wanted to close that off, because

like I said, that was one of the follow-ups from last 

year's settlement agreement.

      One question I had had had to do not on the written

questions, but was following up to the slide presentation

that you gave at the start.  It had to do with, I

believe, the FTEs that you were noting on the slide

presentation.  And maybe as a reference, a comparison to that, if you turn up Exhibit D, tab 2, schedule 1, page 8.

     MS. McNALLY:  Sorry.  I'm behind you.

     MR. HARPER:  Actually, it's table 5, which lists

the OPA head count by strategic objective.

     MS. McNALLY:  Table 5.  Sorry, can you...

     MR. HARPER:  Exhibit D, tab 2, schedule 1, page 8.

     MS. McNALLY:  Yes.

     MR. HARPER:  What I noted here was, on strategic objective number 1, which is what we're dealing with here, the head count reported for the budget is 41 versus 14 for 2006 budget. 

   And if I recall correctly from your slides, the numbers you had there were 43 and 16 respectively, and I was wondering if you could just reconcile the two for me.


MR. GABRIELE:  That is the executive and VP on top of that that has been moved into the executive team.


MR. HARPER:  Okay.  So the extra two would be included in the 12 at the bottom?


MR. GABRIELE:  It's really been ‑‑ yes.  That's correct.


MR. HARPER:  Everybody agrees that that's the answer there?


MR. GABRIELE:  That is the answer.


MR. HARPER:  Okay.


MR. LYLE:  Maybe I can make it really clear, if you don't mind me interrupting.


I believe in the slide, Peter Love and his assistant were included in that 43 head count.  Mary Ellen Richardson and Paul Shervill were not.  In this particular table, all of the executive team, including Peter Love and his assistant, have been taken out, and that's the reason for the difference between them.


MR. HARPER:  Okay, fine.  I just wanted to make sure I was clear on the difference between the two, so thanks, Mike.


Actually, my second question, and this is going back again to the chief conservation officer's annual report, and you probably don't have to turn it up, but on page 52 there they talk about a need for process and impact evaluations, as well as measurement and verification of all OPA programs. 


I think this is an issue you were talking a bit about with Ms. Girvan yesterday.


And it also indicates that a set of general guidelines for these evaluations will be developed.  Is that reference there to a set of general guidelines the same thing you talked about yesterday about basically the EM&V process and putting together sort of -- developing a more formal EM&V process and the consultation you would be going on with other stakeholders in terms of developing that process?  Is it that the same thing?


MS. McNALLY:  Yes, it is.


MR. HARPER:  In terms of impact evaluations, I guess impact evaluations can involve both megawatts and cost- effectiveness at the end of the day.  From your perspective, when you are looking at impact evaluations, they would look at both the megawatts and the cost‑effectiveness of the programs that you were delivering?


MS. McNALLY:  That's correct, and we would make sure to have outcome evaluations, as well, to make sure of any other metrics in the program, if there were capability‑building metrics, market transformation metrics.  We would be evaluating success on all the metrics.


MR. HARPER:  Okay.  And have you actually completed any such impact evaluations to date on any of your 2006 programs?


MS. McNALLY:  We are in the process.  We are in the process right now of our impact evaluation on our spring Every Kilowatt Counts program and Cool Savings program, and we will shortly be launching an impact and process evaluation on our DR1 program, which ran in the summer of 2006.


MR. HARPER:  And I think you talked about there were two programs from last summer that you were in the process of evaluating right now.  Do you have a time line or an expectation as to when those two evaluations will be completed?


MS. McNALLY:  At this point, we would anticipate that the EKC and Cool Savings would be completed in the first quarter of this fiscal ‑‑ or this year.


MR. HARPER:  And I guess when those results are available, do you see making them, say, publicly available through your website or some other mechanism?


MS. McNALLY:  They will be publicly available.  I'm not 100 percent sure on the method, but we have been using our website for that.  I cannot guarantee it will be on the website, but, yes, it will be publicly available.


MR. HARPER:  I'd like to maybe just stay with the chief conservation ‑‑ with the annual report of the chief energy conservation officer, and if you could turn to page 40, I think on page 40 you have effectively listed here, I believe, the 2006 conservation programs.


MS. McNALLY:  Yes.


MR. HARPER:  And I just wanted to make sure, and I think you've -- in some of the material you've answered now, I think one of my written questions was:  Was there a Minister's directive underlying each of these energy conservation programs?  And I believe from the materials I've seen today and yesterday, that the answer is probably going to be yes, but I think if I could just get a confirmation of that.


MS. McNALLY:  Yes.  All of the programs we launch are directive‑based.  They link to directives.


MR. HARPER:  Right.  And are all these programs continuing in 2007 or -- you know, or some or maybe some of, if not the exact program itself, or phase 2 as opposed to phase 1, but are all these programs continuing on in 2007?


MS. McNALLY:  So I just want to clarify the answer.  On page 40, we have a list.  The majority of things listed here would be programs that are directive‑based.  There are a few items that are flowing out of the conservation fund.


MR. HARPER:  Okay.


MS. McNALLY:  So those wouldn't have a directive linked.


MR. HARPER:  And could you identify specifically which ones those are?


MS. McNALLY:  Under commercial and MUSH, the first light yellow band, colleges secretariat, and energy efficiency contractors network, and the municipal lighting program are all conservation fund programs.


MR. HARPER:  That's great, because I was trying to line up the lists and I must admit those were two I couldn't quite put a checkmark beside.


MS. McNALLY:  Right.  And this was a table -- given the time of publishing, this was from the summer.  So our current portfolio for 2007 is on TC-5.


MR. HARPER:  Right.  One of the things I was curious about was I think this particular table here on page 40 had a low income multiple‑unit residential building program that was noted as being in development as of August 31st, 2006.  


And when I looked at your TC-5 table, I couldn't see the comparable program.  Maybe it's there under another name, but I was wondering if you could tell me if that's something that's actually continuing on as part of your 2007 portfolio or not.


MS. McNALLY:  At this point, we are anticipating that private multi‑res will be wrapped up in our business incentive program standard offer.


MR. HARPER:  Okay, fine.  I was just wanting to make sure that there was some continuity on that going forward.  Thank you.


And I think you've answered my question 3, part B already.  My next question -- I hate to do this to you, but I think it will emphasize the degree to which all parties are interested in this.  


I'd like to turn again to the TRC test again, if I could, for a minute.  And with reference to that, I'd like you to turn up tab 1 ‑‑ excuse me, Exhibit B, tab 1, schedule 1, page 3.


Okay.  Now I'm looking at the paragraph number 6, actually, towards the top of the page.  Maybe as a bit of a preamble, I noticed in your discussion with Mr. Poch and Mr. Gibbons, a lot of your context was around managing your portfolio to a TRC of one, and I'd like to distinguish between managing and developing and designing.  


Managing is I think after you've got the programs in place and you're managing them on a going-forward basis.  The development of the design is what I'm doing leading up, say, program launch at the start.  And if I read paragraph 6 here, this suggests to me, and I'll read it out loud: 

"The OPA will use a total resource cost test ‑ TRC ‑ to screen the CDM programs it will implement in 2007 with the exception of educational programs." 


So that suggests to me that each of the programs you are going to be designing or are in the process of designing now, either around or in conjunction with the $400 million or any of your other specific ones, you will be doing TRC tests on prior to launch.  Is that the case?


MR. BRADY:  As part of the design process, we'll be estimating the costs associated with the program and expected benefits and would be calculating estimated TRC numbers on a go‑forward basis.


You'll recognize that we may not know, for instance, what the mix of measures or the final end uses that actually go through a program.  For instance, if it's a custom‑type program where somebody would supply a suite of projects, we may not be fully able to pick out the measures that would apply.


MR. HARPER:  No, I understand that.  I mean at the time you're doing this, you're making your best‑efforts basis, based on your discussion with your delivery channels and your own information, as to what you think the measures are going to be that are going to be picked up, how much is going to be implemented and what the costs are, but it's your best estimate at that particular point in time?


MR. BRADY:  As we get into final program design and move to program implementation, we will be making estimates of the TRC benefits for those individual programs.


MR. HARPER:  And I guess to go to the same question that Mr. Gibbons and Mr. Poch asked, at that point in time, would you -- excluding those programs that you're told to do by the Minister through a Minister's directive, if you look at the entire life of the program, would you be giving the green light, if I can put it that way, to a program that had sort of a TRC benefit-to-cost ratio of less than 1.0? 


MR. BRADY:  I would think that as a general rule we would be looking for a TRC net benefit of 1 for programs, but it would depend on the nature of the design and what other goals we may be attempting to achieve with the release of that program.  So there may be factors that would have us design a program that might deliver somewhat less than a net benefit ratio of 1 if we were

including other components within that program design.

      For instance, if there was an educational component, as a part of the program that we were designing on a go-forward basis, we might, under the resource acquisition portion of the costs, be designing to a net benefit of 1, but the total program itself may not.  Again, this is speculation.

     MR. HARPER:  I think you've noted in your evidence here that you noted there was an exception with educational programs.  Is it fair to say that to the extent that you were going forward with programs where the TRC was

less than 1.0, you would be basically specifically

documenting the rationale for that and what the other

benefits were that you saw arising out of that program, so

parties - either your own management or external parties - could clearly understand why that program was launched, even though it didn't have a net benefit from a dollars perspective?

     MR. BRADY:  I would think that that would be a

reasonable assumption, that there would be at least an

understanding of why it would not meet, if the total program...

      It is sometimes difficult to unbundle those

elements where you have capability building as well as

market transformation and education bundled together as part of the program design.

      So, to the extent that it's possible, we would try to

delineate the various elements within the program.  As we

say in here, we are looking to screen our programs using the TRC model and looking for a portfolio of one to manage on a go-forward basis.  We'll need to put into that

portfolio programs that will allow us to achieve a net

benefit of 1.  We would, you know...

     MR. HARPER:  To come back to your comment, that was achieved on a managing basis.  Once you have the programs going and you're managing them, you're trying to ensure that, overall, your TRC is not going to fall below 1 for your overall portfolio of programs?

     MR. BRADY:  Correct, but you wouldn't be able to put in large numbers of programs that wouldn't meet the TRC benefit of 1; otherwise, you wouldn't be able to manage the portfolio to have a net benefit of 1.

     MR. HARPER:  Let me clarify.  I think Mr. Gibbons

asked you for an estimate of the net benefit in 2007, and

you said you didn't know at this point in time.  You could

make an undertaking.  My simple understanding would be that

if you were managing 2007 to a TRC of 1 net benefit -- excuse me, benefits equal costs and the net benefit is zero, would that not be the case?  

MR. BRADY:  It's a cost/benefit ratio, so if the benefits equal the costs, then the ratio is 1.

     MR. HARPER:  I know.  The other way to express it, though, is to say what's the net benefit, which is rather than take the ratio, you take the numerator, subtract the denominator, and see what the difference is.  I think that was the expression, if I understood, that I thought Mr. Gibbons was pursuing in terms of what was the net benefit of the programs.  

Is it not fair to say that if the TRC ratio was 1, the net benefit was zero?

     MR. BRADY:  As you're describing it, it seems to make

sense.

     MR. HARPER:  Thank you.  Now, I just wanted to clarify.  In your evidence here on paragraph 6. you also talk about using the OEB's TRC model.  I guess the OEB has a TRC model which includes not only a methodology, if I

can put it that way, but also they publish specific values

for that model.  I was just wanting to clarify whether, in the work you're doing, you're using the values out of that OEB TRC guide or whether you're using the values for savings that are consistent with the IPSP that you're

currently in the process of developing.

     MR. BRADY:  To date, we have used the OEB's TRC guide as for any TRC calculations that we have done.  As the IPSP

numbers are finalized, we will use the IPSP numbers.

     MR. HARPER:  Would it be fair to say probably from about, say, March of this year, somewhere after that you

would probably shift over and start using the values as they arise out of the IPSP?  I was picking March simply because that was the filing date for the IPSP, and I assume at that point in time the numbers are all put together and finalized.

     MR. BRADY:  Okay.  I would agree.

     MR. HARPER:  Let me just see if I can get myself... I think number you answered with the updated evidence that you gave, because I seem to have noted a bit of an anomaly in your social housing program Phase I.  It seemed to die and then potentially pick up a number of months later.  I was worried about the interim period, but it seems to be from what you are saying in your updated evidence is that you expect your program to be extended and continue, so there won't be a discontinuity in the program.

     MR. BRADY:  That's correct.  Yes.

     MR. HARPER:  In number 6 of my question, I think

you've answered A, by giving the 2006 values already as

part of your update.

      In number B, I'd asked the for a more sort of breakdown of the overall conservation budget into a

number of more manageable chunks so you can understand what

they are, and I think the breakdown you gave in TRC4 is

satisfactory from that perspective.  It allows one to

understand, as you said, that $20 million is just a

little under half the total budget, but it allows you to understand in manageable chunks about what it's doing.  

I was just wondering, part of my question had been not only to give a breakdown for 2007, but to give a breakdown of the, say, 2006 forecast and the 2006 budget so one could see how the dollars in each of those subcomponents is changing over time.  I'm wondering if that's something I could get an undertaking from you to be provided, so it would be the equivalent to TC4, but really just based on the 2006 budget and your 2006 forecast.

     MR. GABRIELE:  When I read your question, I noted that

what you're trying to get at is to understand what's driving the increases.  And what I'd like to do is take you to the head count slide at Exhibit D, tab 2, schedule 1, page 19.  It shows a breakdown of the old structure and the new structure with the head counts.

     MR. HARPER:  Sorry, I apologize for interrupting. 

Could you give me that reference again, please?

     MR. GABRIELE:  Yes.  Exhibit D, tab 2.

     MR. HARPER:  Right.

     MR. GABRIELE:  Page 19.  It's actually the last page, I think, in that section.

     MR. HARPER:  That makes it easier.

     MR. GABRIELE:  Within that slide, you can see where the head count is expanding, and the two biggest areas are

program design and program delivery.  Those head counts

are basically driving the increase in CDM head count, which

is the last line on the slide, from 16 to 43.

      When you go to Exhibit B, tab 2, schedule 1, page

28, which is the strategic objective costs, strategic 

objective number 1 costs, that bears witness, I guess, to

the increase in compensation and benefits, which is one of

the big drivers of the increase, which is associated with an expansion in programs that we are going to deliver in 2007, and the effort required to do that.

      And consequent to that is a large increase for

professional and consulting costs, which again are related to the expansion in the number of programs and the activity of CDM in 2007.

     MR. HARPER:  If I was to refer that back to TC4, the

material that you've filed, what you're saying there is that if I was to compare that with, say, 2006 budget, most of the increases are appearing under the first two

columns, the business market and the mass market, and they would be attributable to increases in compensation and benefits and professional and consulting costs?

     MR. GABRIELE:  Correct, but we are targeting to

utilize in delivering the expanded scope.

     MR. HARPER:  And that the marketing and research costs

you have here, which were about 5 million in 2007, are

projected to be -- marketing, research, and conservation

awareness, excuse me, are 5.4 million in 2007.  That's roughly the same as the budget for 2006?

     MR. GABRIELE:  Actually, that's quite an increase as well.

     MR. HARPER:  I would have thought so, yes. 


MR. GABRIELE:  Yes. 


MR. HARPER:  Like I said, on that basis would it be reasonable to sort of go back to maybe help put this on the record, to sort of still get you to complete that undertaking that I'd asked for?


MR. GABRIELE:  Well, if I go to the first two -- or the first bullet and the last bullet in your question, those are program-related, which -- that information is not available.


MR. HARPER:  No, and like I said, what I had in my question here was just one suggested breakdown.  Like I said in my preamble, I think the breakdown you've given here, because even in the question I said if there's another way you can break it down that helps us understand it, that's fine.  


So I think the breakdown you've given here in TC4 is fine.  I was just asking to see if you could replicate that TC4 breakdown based on the 2006 budget, as opposed to the 2007 budget.


MR. GABRIELE:  I guess I'm not clear on the question.  I'm going to need to go back and forth with you to understand a little bit better.


MR. LYLE:  Can I talk to you for a sec? 


[Counsel and witness panel confer]


MR. GABRIELE:  Yeah, okay.  Now I understand your question, and I can do that with the caveat that I will have to make some assumptions because of the change in the org structure.


MR. HARPER:  Yeah, sure.


MR. GABRIELE:  My opinion is that they are reasonable assumptions, but that should give you --


MR. HARPER:  Okay.  On a best-efforts basis, I think that would be useful from our perspective.


MR. LYLE:  Was that for the budget and the forecast, Terry?


MR. GABRIELE:  For the budget, and if I include the forecast, I'm going to have the make additional assumptions.  But certainly on a best-efforts basis, we can -- I can produce that.


MR. HARPER:  That would be fine.


MS. SEBALJ:  That's Undertaking No. 19.


UNDERTAKING NO 19: TO REPLICATE THE TC4
BREAKDOWN BASED ON THE 2006 BUDGET.


MR. HARPER:  Thank you.  


During the discussion with the first panel, I'd received an undertaking to break down the professional and consulting costs between professional consulting fees, costs for stakeholdering consultation and funding provided to support stakeholdering participation.  


And I guess I just wanted to -- it wasn't clear for me when I asked that question on the previous panel whether it would actually extend here to the professional and consulting costs for strategic objective number one.  And I was just wanting to sort of ask that that previous undertaking be extended to include this strategic objective as well.


MR. LYLE:  That's fine, Bill.

UNDERTAKING NO. 18 REVISED: TO INCLUDE PROFESSIONAL AND CONSULTING COSTS FOR STRATEGIC OBJECTIVE NO. 1

MR. HARPER:  And I guess similarly, Ms. Girvan, I think, was asking yesterday for a breakdown of consulting costs on one of the undertakings that you gave to CCC.  And there was a similar thing -- we were having discussion here afterwards.  I think, she was assuming it would extend to the breakdown of consulting costs across all five strategic objectives, and I was just wanting to get a confirmation that that could be the case.


MR. LYLE:  Yes.  That's also okay.

UNDERTAKING NO. 18 REVISED (2): TO INCLUDE BREAKDOWN OF CONSULTING COSTS FOR ALL FIVE STRATEGIC OBJECTIVES

MR. HARPER:  Okay.  Great.  And I think you've probably answered my next question in the sense that you talk here about most of the increase in professional and consulting costs being to support the development and delivery of the conservation programs.  Is it fair to say that the size of budget you have here for 2007, which is quite a bit of an increase from 2006, that that's sort of not on a one-time increase; is that something that you expect to see at that level of consulting support going forward beyond 2007 or is it something you're able to comment on?


MS. McNALLY:  Based on our current mandate and the current directives, the OPA does not anticipate significant growth of our consulting budget.


 But if the mandate were to change, we would certainly have to revisit this.


MR. HARPER:  Okay.  And I think the other questions that I've asked, I had down here, were actually answered -- are actually answered as part of questions from other parties.


So that's all of my questions.  Thank you.


MR. POCH:  If I may just one short follow-up question...


MS. SEBALJ:  Sure.


MR. POCH:  ...mostly so Bill doesn't overstate what we're trying to achieve here.


FURTHER QUESTIONS BY MR. POCH:


MR. POCH:  On this question of TRC and screening, has

any work been done on developing an SCT, societal cost test screening tool, as part of -- in your group or as part of the IPSP effort, to your knowledge?


MS. McNALLY:  I cannot speak for the power system planning group on that issue, but at this point, in the conservation programs we have been using the TRC.


MR. POCH:  Okay.  Thanks.


MS. SEBALJ:  I think that that ends all of the questions, unless I've missed anyone in the room.

Is there any follow-up or any matters that the OPA

wants to address?


MR. CASS:  No, I don't think so, Kristi.  Thank you.


MS. SEBALJ:  Okay.  I will indicate that the settlement conference is schedule scheduled for Monday with a spillover to Tuesday; so Monday the 15th, with a spillover to the 16th.  And we do have a facilitator.  Gia was asking, and it's Gail Morrison.

So I think that brings the Technical Conference to a close.  Thanks, everyone.


--- Whereupon the hearing adjourned at 10:48 a.m.
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