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IN THE MATTER of sections 25.30 and 25.31 of theElectricity Act,
1998;

AND IN THE MATTER OF an Application by the Ontario Power Authority
for review and approval of itsintegrated power system plan and approval of
its proposed procurement process.

ISSUESLIST SUBMISSIONS
OF THE

SCHOOL ENERGY COALITION

These are the submissions of the School Energy Coalition (“SEC”) with respect to the issues
to be considered by the Ontario Energy Board in its review of the Integrated Power System
Plan filed by the Ontario Power Authority.

Aswill be clear from our comments below, we do not believe that thelist of issues provided
by OPA totheBoardinitsapplication isuseful. We have not in these submissionsprovided a
replacement list, but we have suggested a number of issues that should be included in anew
and more comprehensive list to be prepared by the Board during this process.

Overall Approach of the Board

3.

Setting the Ground Rules. Thisisthe first substantive step in a new and untested process,
and there seemsto be universal agreement amongst al stakeholdersthat the processwill have
to evolve over time. We strongly agree with the Board' s decision to have an issues phase at
the front end of thisreview, becauseit is of great importance that the scope of thereview, and
at an even higher level therol e of the Board, be made very clear. Unlessthe Board, at the end
of thisinitial phase, makes a strong and unequivocal statement to all parties“ Thisiswhat we
plan to do here, and thisis how we plan to do it”, we fear that the review of the IPSP itself,
and subsequent reviews of updated plans, will become a running battle between interest
groups, each pushing to change the nature of the process for their own benefit.

In saying this, werealize that there isatemptation to try to find arole and scope that everyone
—all stakeholders- canlivewith. Frankly, wedo not believethisisredlistic. TheBoard will
be aware of the widely held belief amongst stakeholders that, no matter what the Board
decides at this issues phase, someone will be taking it to court, complaining that it is too
narrow, too broad, doesn’t contain their pet issue, or whatever. Whether or not that istrue, in
our view the PSP review process needs the Board to take a strong stand, or its valuein the
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planning process will beminimized. If that meansthe Board' sstand ischallenged in court, we
believethisis precisaly the type of rare situation in which a court challenge could be agood
thing. It could give the Board and stakeholders the opportunity to put to rest any contested
aspects of the Board's jurisdiction in this, and ensure that future reviews are both more
efficient and more productive.

The Board' s Role. Having said that we think the Board should take a strong stand, we aso
believe that the stand should include aclear statement of what the Board thinksitsrole should
be. While the Board has already done so prior to the IPSP application being filed, it is
apparent from both the application and other statements by stakeholdersthat they have widely
different views as to what the Board is supposed to do here.

There are some stakeholders who believe that the Board' srolerélating to the IPSPislargely
clerical, making check marks on alist to confirm compliance with government directives or
legidative requirements. The Board' s responsibility to exercise substantive judgment, and
policy direction, is, in the minds of those stakeholders, tightly circumscribed by the
government’ s decision to make those judgment calls, and decide on policy, itself.

There is no question that the government has provided more guidance to the OPA and the
Board in this process than was provided to Ontario Hydro and the regul atorsin the context of
the Demand/Supply Plan amost two decades ago. Indeed, it is probably because of the
somewhat uncontrolled nature of the DSP review that the government sought to ensurethis plan
and review is more focused.

That having been said, in our view the government did not hand over public review
responsibility for the IPSP to the Board so that it could make check marks on alist. The
Board' s value in this process, in our submission, istwo-fold:

a) The Board is expected to use its knowledge of the energy sector, and its
considerable policy expertise in energy matters, to exercise independent judgment as
to whether the IPSP“works”, in apractical and policy sense. Doesthis mean second-
guessing thejudgment calls of the OPA in developing the plan? Yes, absolutely. This
isasupervisory role, and should be seen as such.

b) The Board, as it often does, is expected by the government to provide a
thorough public airing of theissuesinherent in the IPSP, so that not only areall views
and ideas on the table, but al interests have a full opportunity to be heard, and the
debate is completely transparent. This means, necessarily, that the Board should opt
for abroader rather than narrower scope of review, so that legitimate interests arenct
excluded by exclusion of the issues that concern them. The Board's review of the
IPSPwould beafailureif the result isthat important interests are forced, through their
exclusion, to seek other routes— political, media, etc. — to express their concerns.

We therefore believe that the Board should do the following in this issues phase.
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11.

12.

13.

a) First, thecomprehensiveissueslist to be created should be consistent with the
broad role we have expressed above.

b) Second, the Board should state what it believes to be its role — as set forth
above —in so many words, so that all parties understand the paradigm underlying the
next phase.

Scope of the Review. Asnoted earlier, we do not believe theissueslist profferred by OPA
is useful in this process, because it is unduly narrow. Instead, the issues list should be
formulated to ensure that each piece of the demand/supply puzzle is thoroughly aired.

By way of example, the first issue offered by OPA is

“Does the IPSP define programs and actions which aim to reduce projected peak
demand by 1,350 MW by 2010, and by an additional 3,600 MW by 2025?

With the greatest of respect to the OPA, thisissueisnot instructive. 'Y ou do not need ahearing
to determine if programs that aim to achieve these resultsareincluded inthe plan. They are.
Hearing over. Thanks for your assistance, Board.

Here, instead, isasample of aset of issuesthat could beincluded to address this subject area:

a) What i sthe maximum amount by which projected peak demand can be reduced
in each of years 2010 and 2025 (and perhaps the other yearsin the plan as well)?

b) What options are availableto the OPA, to the government, and to other parties
to achieve peak demand reductions, and what are the costs and benefits (economic,
socia, environmental and other) inherent in each of those options?

C) What new technologies, government actions, or other exogenous factors are
likely to impact on the options available, and to what extent can or should the existence
of those factors be influenced by the planners?

d) What is the optimal mix of options to achieve the maximum peak demand
reductions during the plan period?

€) What are the impacts of that mix on other aspects of the plan, such as
generation and transmission plans?

f) How doesthe OPA’ s plan for peak demand reductions compare to the optimal
mix as determined on the evidence, and what are the reasons for any differences?

o)! Should the Board i) approve the OPA’s peak demand reduction plan, ii)
propose immediate or future modifications to that plan, or iii) reject that plan?
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15.

We will not go through all of the other issues proposed by OPA to do the same exercise, but
clearly each of their issues should have a similar expansion if the Board is to implement a
proper review of the IPSP.

In the remaining paragraphs of these submissions, we will provide specific comments on
issues or aspects of issuesthat, in our view, need to beincluded. Some of these would be part
of the above-mentioned expansions of the OPA issues. Othersareitemsthat, in our view, the
OPA has missed in their proposed issues list atogether. All should be included in a
comprehensive list arising out of this phase of the |PSP review process.

L oad Forecasting | ssues

16.

17.

18.

Methodology. One d the significant issues that arose in the Demand/Supply Plan was
problemsin the load forecast, particularly the confidence bands. Among the general issues
that we believe should therefore be on the list are the following:

a) Isthe CIM S methodol ogy the best approach to usein determining the reference
forecast?

b) Are the economic drivers underlying the reference forecast appropriate?
C) Arethe energy price forecasts underlying the reference forecast appropriate?

d) Are the assumptions of changes in energy efficiency of appliances and
equipment appropriate?

e) Hasthe OPA properly accounted in itseconomic driversfor emerging changes
in the composition of Canadian society, including declining birth rates, shifts from
rural to urban, and the increasing impact of immigration on population and the
€conomy.

f) Has the OPA used appropriate assumptions for the emerging shift in the
Ontario manufacturing sector from high-energy-consuming to low-energy-consuming
businesses?

0 Doesthereference forecast properly consider levelsof confidence, confidence
bands, and/or probabilities of given load expectations?

Priceelasticity. Itisclear that price elasticity should be anissuein determining thereliability
of the load forecast.

However, in addition to the general consideration of price elasticity (both own-price and
cross-price), we are concerned that the Board should expressly consider whether price
elagticity will change over time. The PSP includes assumptionsto that effect, and in our view
those assumptions, and alternatives, need to be reviewed.
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20.

Alternative Scenarios. We bdievethat that Board should specifically ook at alternative load
growth examples, first to ensure the robustness of any mix of options, and second to identify
indicatorsthat would reveal that one of the alternative scenariosis starting to unfold.

In the context of alternative scenarios, one important variable that may need specific
consideration on theissueslist isCanada s position on Kyoto and its successor treaties, andin
particular the potential introduction, in the near term, of a carbon trading market affecting
Ontario emitters.

Reserves

21.

22.

23.

Levels and Changes Over Time. The IPSP assumes that appropriate reserve levels change
over the period of the plan, and there are rationales provided for these assumptions. It would
appear to us that these assumptions and their underlying rationales are an important
consideration, particularly in thetiming of the coa phaseout and the expectations of new near
term generation. A set of issues and sub-issuesto addressthis should beincluded in theissues
list.

Specific Components of the Reserve. Inadditionto overall review of reservelevels, in our
view the several components of the reserve calculation should be addressed by the Board,
including:

a) Thereserve to meet NPCC requirements using the MARS program includes a
number of assumptions surrounding conservation, wind, and other resource
uncertainties. Those assumptions should be specifically addressed, asthey affect the
value and reliability of those resources.

b) The near-term and longer term insurance reserves include a number of
assumptions about in-service (both generation and transmission) and refurbishment
delays, peaking availability, and other such assumptions. Whether those assumptions
are appropriate, and if so whether they remain appropriate in all scenarios, has a
significant impact on the viability of the plan.

C) It isaso, in our view, important to consider fuel availability and fuel price
uncertaintiesin setting the reserve, particularly when significant short term capacity is
based on fuels with potentially volatile markets.

d) While included in the above, we believe that the Board must pay specia
attention to forced outage assumptions, particularly for nuclear generation.

Sengitivity Analysis. Webelieveit would be worthwhilefor the Board to ensurethat thereis
express consideration of the dollar and planning implications of each change to the reserve
assumptions, and the risks associated with such changes. For example, if a 2% change in
reserve requirements in the near term would phase out acoal unit ayear earlier, would thisbe
abeneficia adjustment to the plan? If so, what aternatives are available as a backstop so thet
the additional risk can be mitigated?



Basaload, | nter mediate and Peaking Requir ements

24,

25.

26.

Capacity Factors. We believe that the Board should pay specific attention to whether the
assumed capacity factors used for specific technol ogies by the OPA in thedeveoping the IPSP
are reasonable and reliable.

Baseload Definition. OPA has adopted a specific definition of baseload for the purposes of
the plan (comparison of nuclear toaCCGT). Itisnot clear why that definition isappropriate,
and whether adifferent definition (for example, based on system |load factor), would produce a
higher or lower cost plan, or amaterially different supply mix. Thisisworthy of review by
the Board, and should be included on the issues list.

Social Discount Rate. It would be useful for the Board to review whether the social discount
rate used by OPA in the plan in evauating options, 4%, is appropriate.

Enerqgy Efficiency

27.

28.

29.

30.

Overall Issue. We agreewith many other partiesthat much of the discussion surrounding the
optimization of Ontario’s demand/supply balance in the coming years is about the
“conservation culture”. If Ontarioissuccessful inimplementing that social change, there will
be afundamental shift in energy intensity in the province. Conversdly, if the initiative fails,
Ontario will have ahost of cost, reliability, and environmental issues associated with energy.

We believe that the Board' s review of the IPSP should prioritize this analysis, investing the
most time and resources in it relative to the rest of the plan. Thisis, in our view, the area of
the plan that can hurt usthe most if we get it wrong (whether too optimistic or too timid), and
can benefit usthe most if we get it right. We recommend that the Board make this part of the
issues list the most detailed and comprehensive of all aspects of the review.

Inthisregard, we believe that the Board should consider whether an optimal plan should have
more aggressive targets, and also whether, having adopted targets that are harder to achieve,
that revised plan should include appropriate backup resourcesin case those targets cannot be
achieved over any given period. Rather than set a cautious target (as the IPSP does), the
Board should consider whether astretch target, coupled with afallback position, hasahigher
cost/benefit ratio on a probabilistic basis. Alternatively, the Board should consider whether
the more aggressive target, even if potentially more expensive if too hard to achieve, is still
worth the risk, whether for economic, social, environmental, or other reasons.

Customer Groups. As we have noted in earlier submissions, a key aspect of successful
conservation and energy efficiency programsisarange of programs so that al customers can
participate. Thisisnot just aquestion of fairness. Itisalso particularly important if the goa
is to engineer permanent social change and the adoption of the conservation culture. The
Board should consider whether this portion of the IPSP ensures that all customer groups are
given relatively equal opportunities to embrace the conservation culture.
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32.

33.

35.

36.

37.

Lost Opportunities. We recommend that the Board hive off and treat as a separate issue the
question of lost opportunities in conservation/energy efficiency. In the context of long term
planning, there is value in considering whether the short-term benefits of retrofitting a
building’ slighting fixtures, or the long-term benefits of making anew building LEED Plainum,
is the better approach. This—aclassic “turtlevs. hare” question —is not always best solved
by NPV andysis. A thorough review by the Board of methods to capture al long-term
opportunities could in the end have more value in achieving that conservation culture than
ensuring all cost-effective short-term programs are implemented.

Conservation Elasticity. We are concerned with the lack of data, and therefore limited
consderation, of the potential for declining uptake of efficiency measures. It is normal to
consider this in the context of increasing unit costs of options (the “low hanging fruit”
paradigm), but in our view it is also about whether consumers’ resistance to changesin their
comfort level will increase as efficiency measures become more aggressive. We believethat
the Board should consider this issue in looking at the conservation and energy efficiency
component of the IPSP.

Government Actions. It is, of course, classic energy efficiency analysis to ask whether
efficiencies are best achieved by standards, incentives, market transformation, or other means.

In the context of an integrated power system plan, the first of those can either be treated asa
forecasting issue (“what government actionswill affect load?’), or asaplanning issue (“what
actions should be taken by government to reduce load?’).

We believe that the Board should consider in this review whether some of the conservation
and energy efficiency objectives of OPA would be better achieved by efficiency standards or
other government actions. If so, the Board hasthe option of either saying soinitsreport onthe
plan (and thus communicating its view to the government and adding value in that way), or
recommending to OPA that it seek government action on certain measures, rather thantrying to
bring them about through incentives or other means.

We note that government actions such as energy efficiency standards are specifically referred
to the in the Directive, but that component is left off the OPA’sissueslist.

New Technologies. ThelPSP doesnot contemplate active promotion, either by OPA or by the
government at OPA’ s recommendation, of new energy efficiency technology development in
the province of Ontario. Whilewe are well aware that the Ontario government has afunding
arm for leading edge energy technologies (OCE — Energy), the OPA appearsto have assumed
that it has a limited role to play in introducing new efficiency technologies into the
marketplace. It isnot clear to us why this option is not fully embraced, and we believe the
Board could assist all parties by reviewing this aspect of the plan.

Pedagogy. Itis, infact, unlikely that those who areinvolved in the |PSP today, and the people
paying the energy billstoday, will fully adopt the* conservation culture” en masse. Rather, it
will be our childen who do this, and in our view along termplan should include plansto give
children the tools to embrace efficiency more thoroughly than their parents. Ontario’s 5000
publicly funded schoolswould be akey and willing partner in any such initiative. The Board



should consider whether the OPA should be more proactive in partnering with school boards
and others to teach “ conservation culture’ to the next generation.

Demand M anagement and Demand Response

38.

39.

40.

Overall Set of Issues. Just as we noted that the “conservation culture’ is of primary
importance in this plan, so too we believe that the effectiveness of demand management and
demand response programs will be critical in allowing usto meet our capacity requirements
without either excessive environmental risk, or high economi ¢ costs.

In this context, we believe the Board should treat DM/DR that reduces capacity requirements
asaseparate and distinct set of issues. Further, the Board should consider the extent to which
DM/DR can change the system reserve requirements, either on ashort or intermediate term
basis.

We notethat, at paragraph 13 above, we give some specific suggestions asto issuesthe Board
may wish to consider in this area.

Customer-Based Generation

41.

42.

43.

Roleof OPA. Aswith conservation and energy efficiency, the Board should consider whether
more aggressive targets for customer-based generation would be appropriate. In the same
vein, the tying of those more aggressive targets to fallback plans should be considered. For
this area, the Board should include in the issues list an express consideration of the
appropriate role of the OPA in ensuring these targets are met. In the range from passive
acceptance of market decisions, to fully directive market transformeation, the OPA hasarange
of rolesit can adopt, and the Board could assist by considering and eval uating those choices,
and their impacts.

Related to thisisthe question of whether the OPA has been sufficiently creativeinidentifying
candidates for customer-based generation. The Board may wish to review whether new
technologies, or more creative procurement structures, could have the effect of expanding this
option substantially.

Sourcesof Information. Specifically with respect to customer-based generation, the Board
should consider whether the OPA should broaden its research into this area, looking more
closely at approaches and successes in Europe and other places.

Generation Type. Wearealittle concerned, and think the Board should be aswell, that OPA
appearsto assume that thereisno distinction in customer-based generation based on generating
technologies. While it is true that one technology is currently the preferred one for most
customer-based generation, we do not see this as likely to continue throughout a long-term
plan. Therefore, the Board should includeintheissueslist consideration of whether the use of
different generating technologies by customers will affect the availability, value, and role of
customer-based generation.



Renewable Generation

45.

46.

47.

48.

49,

50.

5l

52.

Overall Issue. Our commentson the aggressiveness of the energy efficiency targetsearlier in
these submissions apply equally to the aggressiveness of the renewable generation targets.
Both more aggressive targets, and fallback plans, may be in the public interest. The Board
should address thisinitsreview.

A related question iswhether the* renewable energy procurement” target, and the* renewable
energy to berelied on” target, should be the same. The Board may want to consider whether
OPA should be contracting for much higher levels of renewable resources, not just because
they are better, but because project failures or delays could be significant. The effect of that
approach may be that, if failures/delays are high, other aspects of the supply mix will fill in,
but if failures/delays arelow, there would be options available for further optimization (such
as afaster coal phaseout).

BioEnergy. The very timid target in this area of 450 MW by 2025 cries out for a detailed
review by the Board. The OPA’s assessment of resource availability in each renewable
technology should be subject to afull review, but in this case we are particularly concerned
that thereis amaterial difference in likely supply availability relative to the plan.

Hydroelectric. As with each of the technologies, the Board should consider the technical
potential, the practical potential, and the economic potential at various price assumptions.
Hydroelectric is higher in the IPSP than the potential identified in a 1992 IPPSO study, but
much lower than the known technical capacity of all potential Ontario sites. OPA’sjudgment
asto where it came down between these two numbers, and why, should be reviewed by the
Board.

We believe that the Board should also review whether, and to what extent, available cost-
effective hydroelectric resources may be either delayed or made more costly by policy,
property rights, environmental, and other constraints? We note that, historically, even small
hydro projects are often met with local and/or regional resistance, typically because of either
aborigina or environmental rights. Not only doesthis create uncertainty, but it has significant
environmental consequencesif dirtier alternatives have to beimplemented or retained due to
regulatory failure.

The biggest single issue, though, relating to hydroelectric resources is the northern Ontario
potential, and the need to devel op an appropriate partnership with First Nationsto bring some
fo this potential forward. The Board should address whether the PSP gives appropriate
consideration to both that potential, and the steps required to make it happen.

Wind. The same issues — actual resource potential, and appropriateness of OPA estimate -
arise with respect to wind as we already saw with respect to hydroelectric.

There are, however, severa other sub-issues that arise with respect to wind generation,
including:
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a) Towhat extent should the intermittent nature of wind generation bereflected in
a cap or other restriction on wind generation? What research does OPA have
justifying wind generation limitations? If intermittence is a problem, what other
choicesare avail ableto solve that problem while retaining the highest possible value
of the generation?

b) What is the appropriate mix of small vs. large wind projects? What are the
cost, lead time, and other tradeoffs associated with that mix?

C) To what extent, if any, will wind generation be constrained by lack of
availability of equipment? If it will, when and by how much?

d) What is the potential impact of carbon offset trading on the viability of wind
energy in Ontario?

Solar. The IPSP does not assume a significant contribution from solar energy during the
current long term plan. The Board may wish to explore a scenario in which solar doesform a
more material part of the plan, either because of technological advancesthat drive the cost of
that option down, or because of environmental or other factors that cause the cost of solar to
compare more favourably with other options.

Geothermal. It appears that this option is not seriously considered in the IPSP, despite its
inclusion in the directive. The Board should consider whether there are circumstances in
which this option could have arole.

Nuclear Generation

55.

56.

57.

General. Nuclear power makes up most of the plan, just as it makes up most of the current
generating capacity inthe province. It should be self-evident that, having just had to write of f
billions of dollars of sunk capital costsjust to alow the existing nuclear stationsto break even
(of course, we still have to pay those costs, just through a separate charge), the Board should
approach significant new investmentsin nuclear energy with extreme caution. Thereisanold
saying: “Fool me once, shame on you. Fool me twice, shame on me.” We do not have any
excuse for getting it wrong a second time around.

Of course, OPA, OPG and others argue that we have learned from our mistakesin past nuclear
planning and spending, and we won’'t make them again. That may indeed be true, and if so
nuclear may in fact be able to deliver capacity and energy with both a reasonable cost and a
lower environmental impact. But those conclusionsare not self-evident. We seethe Board's
role in the IPSP as including, as a major component, athorough review of the new claimsfor
nuclear, and the new and existing objections to nuclear, al culminating in a dispassionate
analysis of, and judgment on, whether it is prudent to rely so heavily on nuclear over the next
decades.

Specific Issues. It therefore follows that we would support an issues list with a
comprehensive set of nuclear-related issues, covering all aspects of the technology and its
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risks. Wewill not provide afull list here, but we suggest that the following are some of the
issues that should be considered:

a) Arethe assumptions—asto capital cost, lead time, operating life, etc.—usedto
cost the nuclear option appropriate, both in absolute terms and relative to the CCGT
option that was the benchmark, and are uncertainties around those assumptions
properly considered?

b) Has OPA taken appropriate account of the lifecycle environmental costs and
benefits of nuclear energy in assessing its use in the plan?

C) Has OPA given appropriate consideration to the different flavours of nuclear
energy, other than CANDU, in assessing the role of nuclear energy in the plan?

d) Arethe assumptions used about basel oad options—availability, load following
needs, annual hours of operation, etc. — appropriate, and would different assumptions
produce different conclusionswith respect to the amount of nuclear energy in the plan?

) Did OPA take sufficient account of the risk of common cause failures and the
affect on the Ontario system of such an eventuality?

f) Does the IPSP give appropriate consideration to the uncertainties inherent in
high complexity projectslike nuclear stations, and the impacts of those uncertaintieson
planning choices?

0 Does the IPSP have appropriate fallback scenarios to ensure that the planis
still viable if ruclear generation is not available as expected, whether due to in-
service delays, overruns, forced outages, or other causes?

h) What are the risks associated with nuclear fuel price escalation, and are those
risks appropriately addressed in the plan?

i) Do thetwo nuclear scenarios adequately addressall of the materialy different
scenarios affecting the nuclear option?

), What federal or provincia government actions, or other external,
uncontrollable actions, may have a material positive or negative impact on the
viability of the nuclear component of the plan, and what contingency planning, if any,
should be put in place to deal with those actions as they arise?

Coal-Fired Generation

58.

Coal Phaseout. The IPSP calls for the end of reliance on coal by 2012 as part of the main
plan (although see below with respect to the reserve). Thisisamatter that has been full of
uncertainty for several years, and we believe the Board needs to address whether 2012 is
right, or whether it can/will be earlier or later, and whether the ramp-down rateto theendis

11
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appropriate. Thiswill necessarily include consideration of aternative methods of replacing
coal capacity before 2012.

Coal as a Reserve. The plan assumes that coal facilities will remain available as reserve
capacity for at least sometimeafter 2012. Thisraisestwo issuesthat need to be addressed by
the Board:

a) Arethe economic and environmental costs and benefits of coal facilitiesbeing
kept in reserve adequately addressed in the IPSP?

b) If coal can be made available without material environmental damage as
reserve capacity, to what extent should continuation of coal availability beyond 2014
be considered to deal with projected capacity shortfalls during that period?

Natural Gas Gener ation

60.

61.

62.

63.

65.

High Efficiency. We believe that the Board needs to consider the full standard set of
generation technology issues— assumptions, impacts, costs, availability, dispatchability, etc. -
for CCGT, both to do the comparison with nuclear, and to look at CCGT on its own as an
option.

Inthisregard it will beimportant for the Board to determine whether the OPA hasinterpreted
the supply mix directive correctly in “high efficiency use of fuel” (OPA saysthismeans CCGT
and CHP), and “high value use’ (OPA saysthis basically means peaking, ie. SCGT). A key
aspect of thisanalysiswill be whether the two are mutually exclusive.

With respect to CHP, as noted earlier we believe the Board needs to address the relatively
modest expectationsin the IPSPfor this option, and whether appropriate programs and market
interventions could result in amore significant contribution.

Single Cycle. ThelPSPreliesquite heavily on SCGT —the“airplaneengineinafied” thatis
so often derided in the energy sector —to supply Ontario’ s peaking needs. Clearly all aspects
of SCGT, including economic assumptions, lead times and availability, gas supply issues, and
environmental impacts, etc., have to be reviewed in some detail. One key component of this
analysis should be the potential impact of climate change obligations and/or domestic carbon
trading on the appropriateness of this option.

In particular, we note that Ontario is not currently relying in any significant way on SCGT
technology for peaking requirements. This leads to the obvious question of why we need to
shift to this choice. What has changed, and why have we not relied on thisin the past, if itis
the most cost-effective option?

Fuel Prices. Withall natural gas options, akey analysisfor the Board will be theimpact on
fuel pricesin Ontario, and conversely any vulnerability of these optionsto fuel price changes.
Ontario is not the only jurisdiction increasing its reliance on natural gas for electrica

generation, and the overall impact of thistrend may be to push natural gaspriceshigher. This
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could be a manageable risk, but in our view that question hasto bereviewed closely. Inthis
regard, we note that, at least intuitively, it is generaly more risky to rely heavily on one
technology when its fuel isimported, than when it is available within the province.

Transmisson

606.

67.

68.

69.

70.

71.

General. Ontario hasvast untapped renewable resourcesin the northern part of the province.
There arethree barriersto the development of those resources. Firgt, there are environmental
impacts that may make some of them inappropriate despite their economic value. Second,
Ontario has so far failed—whether through inaction, inappropriate policies, or other factors—
to build a viable partnership with Frst Nations for the mutually beneficial development of
those resources. Third, the resources are remote from load, and require significant and long
term transmission infrastructure to be useful. All three of these need to be addressed by the
Board.

First Nations. Itisnot immediately obviousthat the Board’ srole should include the creation
of anew socia contract between southern Ontario residents and northern First Nations. Onthe
other hand, we do not believe the Board should just throw up its hands and say “Wecan't do
anything with northern resources and transmission until someone solves this problem”.

In our view, the Board should hear the views of First Nations as part of this review process,
and, while not trying to fashion solutions, should assess plan components on the basis of the
Board' s conclusions as to when and how the barrier of First Nations participation will be
resolved.

While we recognize that this extends the time and scope of the proceeding beyond that which
many stakeholderswould prefer, we believe the alternativeisto review the PSP without any
consideration of a material impact on an identifiable group that wishes to be here before the
Board. From our point of view, it is hard for us to understand why you would be willing to
listen to Schools (because we are impacted by the plan), but not willing to listen to First
Nations (who are also impacted). Why would that be appropriate? Therefore, wethink you
should reject any calls to narrow the scope of the proceeding if that means effectively
excluding issues of concern to First Nations.

Timelines, etc. The IPSP makes many assumptions about transmission projects, which the
OPA says are based on the experience of their internal personnel. While their assumptions
may beright, wethink that they should bereviewed, and in particular thosein the transmission
busi ness should be asked to bring before the Board evidence asto their assumptionsfor things
like approval times, completion schedules and costs, etc.

BrucetoMilton. Many aspects of the short and medium term plans are premised onthetimely
approval of the Bruce to Milton line. Unlessthe approval arises before the | PSP proceeding
(which it could, of course), in our view the Board should look at the implicati ons of delayed
approval or no approval, and whether the IPSP isviable at all without this.
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Procur ement Processes

72.

73.

Board’s Role. Unlike the supply mix, in which the Board' srole (and the OPA’ splanning) is
circumscribed to some extent by government decisions, in the case of the OPA’ s procurement
processes the Board' sroleis essentially unrestricted. It istherefore surprising that the OPA
issues list contains a single issue related to this.

Specific Issues. In our view, the following additional issues at least should be included:

a) The OPA process includes “initial assessments’. The Board would be
assisted in considering this by areview of the“initial assessments’ that have aready
taken place with respect to the two procurements already authorized —new Gas, and
Lennox.

b) Do the proposed procurement processes appropriately address the need for
simpler procurement of supply or capacity from aternative and renewable energy
sources? [see s. 25.31(2) of the Act]

C) Does the OPA have an appropriate process for assessing whether resource
requirements should be met through the capability of | ESO-administered marketsor by
investment by other persons independent of OPA procurement? [O Reg 426/4]

d) Doesthe PSP identify appropriate factorsfor consideration with respect to the
advisability of entering into procurement contracts, and the extraordinary
circumstances that must exist to override those factors? [O Reg 426/4]

e) Doesthe OPA have appropriate processesin place to ensure that accessbility
to procurement processes, and selection criteria, arefair and clear? [O Reg 426/4]

f) How will consumer interests be protected in the procurement processes?

Short Term vs. Long Term

74.

75.

76.

We note that the structure of the IPSPisarolling plan, so that the review process after thefirst
time around will be simpler and easier to manage from aregulatory point of view.

However, we are also concerned that some parties may seek to rely on that fact in trying to
make the focus of thisreview the near term plan, with amorelimited review of thelonger term
component. In our view, the most important part of the IPSP review is the longer term
decisons. The short term decisions are in many cases in the “fait accompli” category. The
longer term choices are not.

While adecision today to rely on aparticular generation technology ten years from now seems
remote, itisonethat will limit our flexibility if, three yearslater, wethink adifferent approach
is appropriate. In effect, the long term plan may become a self-fulfilling prophecy, smply
because as time moves on other options that were available today are no longer viable. We
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therefore urge the Board, in devel oping the issueslist, to maintain sufficient emphasis on the
long-term choices inherent in the plan.

Conclusion
77.  We appreciate having been granted the opportunity the participate in the development of the

IPSPissueslist. We plan to participate fully in the issues hearing, and hopeto be able to add
valuein further phases of this proceeding.

Respectfully submitted on behalf of the School Energy Codlition this 14™ day of December, 2007.

SHIBLEY RIGHTONLLP
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