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14

‑‑‑ Upon commencing at 9:33 a.m.

15

MR. KAISER:
Please be seated.

16

Good morning, ladies and gentlemen, the Board is sitting today to hear the application filed on January 11th, by Hydro One Networks Inc. and Hydro One Brampton Networks Inc. for orders approving the conservation and demand management plans. The relief requested by the applicants is set out in paragraph 2 of the application. The amounts involved are equivalent to the third tranche of MARR in the case of the two utilities, that being 39.5 million in the case of Networks and 2 million in the case of Brampton. The individual programs being proposed or set out on page 26 of the evidence in the case of Hydro One, and page 45 in the case of Brampton.

17

May we have the appearances, please.

18

APPEARANCES:


19

MR. ROGERS:
Good morning, sir, my name is Donald Rogers, and I appear on behalf of the applicants. With me is Ms. Carolyn Russel who is a senior advisor for regulatory affairs with Hydro One Networks.

20

MR. KAISER:
Mr. Rogers.

21

MR. POCH:
Good morning, Mr. Chair, David Poch on behalf of the Green Energy Coalition. With me is Dr. David Hill, who will be our witness in this proceeding.

22

MR. KAISER:
Mr. Poch.

23

MR. HIGGIN:
Good morning. Roger Higgin, ECS Consulting, and I'm here on behalf of the Vulnerable Energy Consumers' Coalition, VECC.

24

MR. KAISER:
Mr. Higgin.

25

MR. KLIPPENSTEIN:
Good morning, Mr. Chair and members of the Panel, Murray Klippenstein appearing for Pollution Probe.

26

MR. KAISER:
Mr. Klippenstein.

27

MR. ADAMS:
Good morning, Mr. Chair, Tom Adams on behalf of Energy Probe. With me is David MacIntosh, when we are called, we'll move up.

28

MR. KAISER:
Thank you, Mr. Adams.

29

Any other appearances?

30

MR. LYLE:
Good mornings, Mr. Chair, my name is Mike Lyle and I appear as counsel for Board Staff. With me is Zora Crnojacki and Steve McComb from Board Staff.

31

MR. KAISER:
Mr. Rogers.

32

MR. ROGERS:
Thank you, sir. We have four witnesses, as you can see. If they could be sworn, I will then introduce them to you.

33

HYDRO ONE NETWORKS INC. C&DM PANEL 1 ‑ MILLER, HALL, ROSSINI, STEVENS:


34

S.MILLER; Sworn.

35

J.HALL; Sworn.

36

G.ROSSINI; Sworn.

37

R.STEVENS; Sworn.

38

MR. ROGERS:
Good morning, sir, may I introduce my panel to you, please. I'll start at the far end. Closest to the Board we have Mr. Scott Miller, who is the representative today of Hydro One Brampton Networks Inc. I will qualify him in a moment and tell you something about his background. Next to him is Mr. James Hall, who is with Hydro One Networks Inc. Mr. Hall is manager of business integration with that company.

39

Next to Mr. Hall is Ms. Giuliana Rossini, who is director of strategy and development of Hydro One Networks Inc., and who will serve as the captain of the panel this morning. And finally, next to me is Mr. Richard Stevens, also a representative of Hydro One Networks Inc.

40

I have given to Board counsel copies of the curriculum vitae of each of these witnesses, Mr. Kaiser, and what I'd propose to do is just ask each of them very quickly to adopt their curriculum vitae, then I have some very short evidence in chief to lead, after which they will be available for cross‑examination.

41

MR. LYLE:
Perhaps, Mr. Rogers, we'll mark the curriculum vitae document at Exhibit E.1.1.

42

MR. ROGERS:
Thank you very much. They're stapled all together, sir, so they are just one exhibit.

43

EXHIBIT NO. E.1.1:
CURRICULUM VITAE OF HYDRO ONE NETWORKS C&DM PANEL 1

44

MR. KAISER:
Thank you.

45

EXAMINATION BY MR. ROGERS:

46

MR. ROGERS:
Perhaps I'll start with you, Ms. Rossini. I understand that you hold a bachelor of commerce degree from McMaster University, which you obtained in 1982.

47

MS. ROSSINI:
Yes, that's correct.

48

MR. ROGERS:
And you then obtained a certificate management accountant professional accounting designation in 1984.

49

MS. ROSSINI:
That's right, certified management accountant, CMA.

50

MR. ROGERS:
You are a certified management accountant.

51

MS. ROSSINI:
That's correct.

52

MR. ROGERS:
You have worked with the old Ontario Hydro and now Hydro One Networks Inc. in a number of capacities since 1982.

53

MS. ROSSINI:
That's correct.

54

MR. ROGERS:
And at the moment you are the director of strategy and development with Hydro One Networks Inc.

55

MS. ROSSINI:
Director of strategy, the unit we are in is the strategy and development unit.

56

MR. ROGERS:
Right. I understand that you have been involved in the preparation of the conservation and demand management plan that is now before the Board.

57

MS. ROSSINI:
Yes, that's correct. I led a project team within the company for the duration of 2004 and we developed this plan.

58

MR. ROGERS:
Thank you very much. And your colleagues on the panel were also part of that team that developed this plan?

59

MS. ROSSINI:
Yes, that's correct.

60

MR. ROGERS:
In the case of Mr. Miller, of course, on behalf of Brampton.

61

MS. ROSSINI:
Yes, that's correct.

62

MR. ROGERS:
Hydro One.

63

MS. ROSSINI:
Yes.

64

MR. ROGERS:
Thank you. Now, we have filed a copy of your curriculum vitae as part of Exhibit E.1.1. Is it an accurate representation of your experience in the area?

65

MS. ROSSINI:
Yes.

66

MR. ROGERS:
Thank you very much.

67

If I could now perhaps just move to the far end of the table. At the risk of mixing people up I'd like to go to Mr. Miller. Mr. Miller, you are here on behalf of Hydro One Brampton Networks Inc. this morning.

68

MR. MILLER:
That's correct.

69

MR. ROGERS:
And I understand, sir, that you hold a diploma in electrical engineering technology from Ryerson Polytechnical Institute.

70

MR. MILLER:
That's correct.

71

MR. ROGERS:
You also have, from York University, a management development certificate which you obtained in 1993.

72

MR. MILLER:
Correct.

73

MR. ROGERS:
And a management development diploma from York University in 1985.

74

MR. MILLER:
That's correct.

75

MR. ROGERS:
You have worked with the old Brampton Hydro and now the Hydro One Brampton Networks Inc. since 1986 in various capacities.

76

MR. MILLER:
That's correct.

77

MR. ROGERS:
And you are now the manager of the regulatory affairs department within that utility.

78

MR. MILLER:
Correct.

79

MR. ROGERS:
And as such, you have worked with your colleagues on the panel in developing the plan that you are putting forward this morning for approval.

80

MR. MILLER:
Yes, I have.

81

MR. ROGERS:
You've given to us a copy of your curriculum vitae. Is that an accurate summary of your qualifications and experience?

82

MR. MILLER:
Yes.

83

MR. ROGERS:
Moving down the line here to Mr. Hall.

84

Mr. Hall, I understand, sir, that you hold a degree in mechanical engineering from the University of Waterloo.

85

MR. HALL:
That's correct.

86

MR. ROGERS:
And also you I have a masters of business administration degree from McMaster University which you obtained in 1990.

87

MR. HALL:
Yes.

88

MR. ROGERS:
You have worked in the energy field since your graduation, I think, in 1990 in various capacities.

89

MR. HALL:
That's correct.

90

MR. ROGERS:
You started off with Ontario Hydro as a business analyst.

91

MR. HALL:
Yes.

92

MR. ROGERS:
Then moved into private consulting for a time.

93

MR. HALL:
That's correct.

94

MR. ROGERS:
And laterally back with Hydro One Networks Inc.

95

MR. HALL:
Yes.

96

MR. ROGERS:
Your position is manager of business integration with the company.

97

MR. HALL:
Yes.

98

MR. ROGERS:
And as such, you have been part of the team that has put together the proposal before the Board this morning.

99

MR. ROGERS:
Does your curriculum vitae, which has been marked as an exhibit, contain an accurate summary of your qualifications and experience?

100

MR. HALL:
It does.

101

MR. ROGERS:
Thank you very much.

102

Finally, I'd like to move to Mr. Richard Stevens, who is closest to me here. Mr. Stevens, I understand, sir, that you have a diploma from a Centennial College in general business and data processing.

103

MR. STEVENS:
That's correct.

104

MR. ROGERS:
Which you got in 1983.

105

MR. STEVENS:
Right.

106

MR. ROGERS:
You also hold a three‑year business administration diploma from Centennial College.

107

MR. STEVENS:
Correct.

108

MR. ROGERS:
You went to work with Ontario Hydro in 1984.

109

MR. STEVENS:
That's right.

110

MR. ROGERS:
And have worked either with Ontario Hydro or a successor company since that time.

111

MR. STEVENS:
That's correct.

112

MR. ROGERS:
You presently, sir, are the director of development, strategy and distribution business development, and corporate development with Hydro One Networks Inc.

113

MR. STEVENS:
That's correct.

114

MR. ROGERS:
And as such, you've been part of the team that's put together part of the proposal before the Board this morning.

115

MR. STEVENS:
I have.

116

MR. ROGERS:
Is your curriculum vitae, which we have filed here, an accurate summary of your qualifications and experience?

117

MR. STEVENS:
Yes, it is.

118

MR. ROGERS:
That is the panel, Mr. Chairman, and with your permission I'd like to just lead some evidence in chief to summarize the position of the two companies.

119

MR. KAISER:
Thank you, Mr. Rogers.

120

MR. ROGERS:
Ms. Rossini, I think if we could start with you. First of all, you can confirm that the Hydro One Networks Inc. proposal, and the Brampton proposal, too, were ‑‑ well, the Hydro One proposal, let's just deal with that for now. This was a proposal which was put together by a team of which you were the coordinator?

121

MS. ROSSINI:
Yes, that's correct.

122

MR. ROGERS:
As part of your team, Mr. Miller was a representative from Brampton Networks?

123

MS. ROSSINI:
Mr. Miller and one of his staff, yes ‑‑

124

MR. ROGERS:
‑‑ oh, his staff. The idea was to put together a plan with both utilities, which are related, so we would only have one hearing with the two utilities.

125

MS. ROSSINI:
Yes. It wasn't so much one hearing: It was that we would share information and work together.

126

MR. ROGERS:
Right. I should ask the panel, collectively, now, and you can all answer in unison, I think: Is the proposal which is filed before the Board a proposal which Hydro One Networks Inc. and Hydro One Brampton Networks Inc. is making to the Board for approval?

127

MS. ROSSINI:
Yes it is.

128

MR. ROGERS:
And it represents your best judgment as to the most appropriate way to meet the Minister's objectives?

129

MS. ROSSINI:
Yes, it does.

130

MR. MILLER:
Yes.

131

MR. ROGERS:
All right, thank you. Now, one last thing before we begin: I understand there was one errata, one correction that has to be made. Ms. Rossini, are you aware of that?

132

MS. ROSSINI:
Yes, that is correct.

133

MR. ROGERS:
Could someone just explain to me what that is? It's a summary of program expenditures, an amended version, filed February 17th, 2005. I've given copies to Mr. Lyle.

134

MR. LYLE:
We'll mark that document as Exhibit E.1.2.

135

MR. ROGERS:
Well, perhaps I can do it this way, Mr. Chairman. I understand ‑‑ maybe Ms. Rossini wasn't even aware of this, but there were some figures that were, I think, transposed, or on the wrong line.

136

MS. ROSSINI:
Yes. Figures that we have entered in the wrong column, for the residential real‑time monitoring: It's about halfway down the table, under 2006 and 2007. There's a figure of 700,000 that we entered in the CapEx column. It should be in the OpEx column.

137

MR. ROGERS:
That correction has been made on this table which I have given to Mr. Lyle; is that right?

138

MS. ROSSINI:
Yes, that's correct.

139

MR. ROGERS:
I don't know how you want to handle that, sir, whether you want to give an exhibit number to it. But there are copies of the page available. It can simply be substituted for the old page in the submission.

140

MR. KAISER:
Why don't we do that, Mr. Lyle: Can we just substitute the new page 26 for old page 26?

141

MR. LYLE:
Certainly, Mr. Chair. If you prefer not to mark it as an exhibit, I think we can have that struck very quickly.

142

MR. ROGERS:
Thank you. Now, ladies and gentlemen ‑‑

143

MS. ROSSINI:
There's one other minor correction on there.

144

MR. ROGERS:
Oh. All right, thank you.

145

MS. ROSSINI:
On the very first line ‑‑

146

MR. ROGERS:
This is on page 26, too?

147

MS. ROSSINI:
Yes ‑‑

148

MR. ROGERS:
The same document.

149

MS. ROSSINI:
Figure 20, same document. The smart‑metering number, which is 6 ‑‑ 6 ‑‑

150

MR. ROGERS:
63 ‑‑

151

MS. ROSSINI:
‑‑ 6,400, should be 6,300. And, correspondingly, under 2006, the figure under CapEx of 7,100 should, actually, be 7,200. And that's consistent with the numbers we've filed in the body of the text.

152

MR. ROGERS:
All right. Thank you very much. Are there any other corrections that you'd like to make?

153

MS. ROSSINI:
Well, then, in that figure, the totals would then have to be revised at the bottom.

154

MR. ROGERS:
And that's been done on the table.

155

MS. ROSSINI:
That's been gone on the table that we handed out, figure 20.

156

MR. ROGERS:
I see. All right. Thank you very much.

157

MS. ROSSINI:
Figure 19, the numbers in 2007, in the second block of row, under "business", the 1.6 and the 0.2: We've shifted those down a column. We had them in the wrong row, one up. It's just a spacing item. So those 1.6 belongs to load management in 2007, and the 0.2 belongs to conservation in 2007. On the original table we were up one row.

158

MR. ROGERS:
Thank you. So that correction has been made on the new table?

159

MS. ROSSINI:
Yes, that's correct.

160

MR. ROGERS:
And you've highlighted on the margin, there, where each of those changes take place?

161

MS. ROSSINI:
Yes, in figure 19 and figure 20.

162

MR. ROGERS:
All right. Thank you very much. Now, let's move on.

163

Ms. Rossini, as the chairman indicated this morning, the companies are applying for final approval of the Board of your conservation and demand management plans.

164

MS. ROSSINI:
Yes, that's correct. We're asking for final approval, as set out in the application, filed January 11th, and we're also seeking confirmation that we've satisfied the Minister's condition to reinvest in CDM initiatives.

165

MR. ROGERS:
All right. Thank you very much. I wonder if you could just provide a very brief overview of the CDM programs being submitted for approval.

166

MS. ROSSINI:
Yes, I can. I can highlight some of the key themes of our case.

167

The first point to note is that the amount of CDM funding available for Networks is a total of 39.5 million, and this is not including taxes or payments in lieu of taxes, as was decided by this Board December 10th, 2004, in the decision of the Coalition of Large Distributors. We also would like to note that, unlike most hearings, the rate increase associated with this level of funding had already been approved back in 2002, as a result of our 2000 and 2001 application, as was the case for all LDCs, prior to the introduction of Bill 210.

168

The second theme of our case is, we'd like to emphasize that we have developed what we believe to be a broad range of initiatives that will help our very diverse customer base ‑‑ help our customer base manage their energy load. We've developed a balanced program, and provided some funding for all of our customer sectors.

169

MR. ROGERS:
How about the allocation of funding between conservation and load management?

170

MS. ROSSINI:
Yes, we've also developed what we feel is a full suite of programs, that covered both conservation and load management. Conservation programs, their focus is on contributing to culture change, and are, generally, designed to reduce consumption or kilowatt‑hours savings. The load management programs, their aim is to reduce peak, or shift peak demand; therefore, they will target kilowatt‑savings as opposed to hours. And lowering the peak is beneficial to mitigating the need for new supply options.

171

On page 1 of our executive summary, we've given an overview of our proposed speed of programs, and I can, briefly, run through them here.

172

For our conservation suite of programs we've included a low‑income program, and that has a budget of 4.5 million.

173

MR. ROGERS:
Now you're ‑‑ can I just slow you down there. You're referring to figure 1 at the executive summary, which is a ‑‑

174

MS. ROSSINI:
Page one.

175

MR. ROGERS:
‑‑ a table which shows a breakdown of where this money is being spent ‑‑

176

MS. ROSSINI:
That's correct.

177

MR. ROGERS:
‑‑ proposed to be spent?

178

MS. ROSSINI:
All right, carry on. I'm sorry to interrupt.

179

Sorry. It's a high level summary of all of our suite of programs that we're proposing.

180

MR. ROGERS:
Yes.

181

MS. ROSSINI:
Conservation programs, as I've said, we've included a low‑income program, with a budget of 4.5 million. We've set aside a budget for in‑home real‑time display monitor, and that has a budget of 1.8 million. We've included farm‑efficiency initiatives, and such initiatives include lighting and audit assessments, and that's at 0.8 million.

182

And, finally, we've characterized a suite of programs called "mass‑market programs", and this includes items such as compact fluorescents, or LED lights, and energy self‑audits available. The mass‑market programs are available to both our residential and our small business, and the small business for us includes municipalities and schools.

183

If I turn to the load‑management suite of programs, we have a program for load control of residential customer end‑use appliances, and we've set aside a budget of 4.7 million. And we've already implemented some of this new technology. The load control for business customers, we've set aside 3.5 million, and we will need to work with these customers to design a pilot. We've also included smart meters in our plan. This is at $14.9 million. And this will fund the initial development and the first 12 months of deployment of new smart metering technology. Smart metering is a major policy directive of the government and of our shareholder and Hydro One, since over 1.2 million customers or 30 percent of our customers in the province ‑‑ excuse me, 30 percent all of the customers in the province, we will have the largest deployment effort in the province.

184

Smart metering has been approved by this Board as an allowed use of conservation and demand management funding in both the Coalition of Large Distributors' decision and the Board's own responses to frequently asked questions.

185

MR. ROGERS:
Thank you. Now, smart metering is an issue that has some controversy in this hearing, and we will be dealing with that a little further, I think Mr. Stevens will be speaking to that in a few minutes. Can you just carry on with the summary of what's shown on that table, please.

186

MS. ROSSINI:
Sure. The last key theme I'd like to emphasize in, sort of, putting together this suite of programs is that we ‑‑ our last theme is one of action. The Minister's letter of May 31st, 2004 was a call to action, action that was needed in the short term for all LDCs and by the regulatory body. The Minister issued this letter and I quote:

187

"In order to expedite short‑term actions, it's been recognized by the Board that, at this early stage, not all the benefits can be quantified and not all the screening tests that have been proposed are available. Given this set of facts, the Board has ruled in its December 10th decision of the large utilities to grant final approval, subject to quarterly and annual reporting, and that flexibility for adjustments be limited to 20 percent of the plan."

188

MR. ROGERS:
I take it from that, Ms. Rossini, if I can just interrupt, that Hydro One Networks Inc. and Brampton Hydro One Networks, like the other large utilities that appeared before the Board, do not have the detailed kind of cost/benefit analysis that some intervenors say should have been undertaken.

189

MS. ROSSINI:
That's correct, we do not.

190

MR. ROGERS:
All right. Thank you very much.

191

MS. ROSSINI:
And Hydro One is prepared to accept the same reporting requirements and adjustment limits.

192

MR. ROGERS:
That is, as the large utilities.

193

MS. ROSSINI:
Yes, that's correct. We believe that Hydro One should simply be held to the same standards as the other utilities.

194

MR. ROGERS:
All right. Thank you very much.

195

Now, one of the other things that has, I think, been questioned by some of the interventions and I anticipate ‑‑ I sense causing some discomfort to people in the room is this question of pilots and the emphasis on pilot programs. Can you please clarify for the Board what you mean by these pilots that you're talking about.

196

MS. ROSSINI:
Yes, I can.

197

MR. ROGERS:
And why you decided on them.

198

MS. ROSSINI:
We decided on pilot projects where we needed to test technology or test customer acceptance before we could begin to offer the program on a wider scale. The pilots we're conducting are under strict criteria, and we are taking great care in ensuring the integrity of the data of those results of the pilots. The pilot programs will yield both qualitative as well as quantitative data. We've decided to do pilots as a means of ensuring prudence and as a means of gaining valuable information. The pilot projects and the central research question by each of the pilot projects have been filed with the Board since our application for deferral account, and our most recent application for deferral account was October 4th, 2004.

199

MR. ROGERS:
Thank you, Ms. Rossini.

200

I have one other question for you before I turn to your colleagues on the panel to deal with some of these specific issues that you've raised, and that is I wonder if you could just comment very briefly on a percentage allocation of your programs.

201

MS. ROSSINI:
We did not use percentages for allocating program funds. The percentages are a result of the program decisions. They were not an input to the program design or to the decisions. The criteria we used on which programs should proceed are filed in our evidence. They're filed on page 2 and again on page 8.

202

The centre criteria, they really centre around the customer and how does the customer currently use electricity. And primarily, can we deliver the program throughout our customer service territory? Those were the kinds of things that were key in deciding on the kinds of programs we would undertake.

203

MR. ROGERS:
All right. Thank you very much.

204

Now, I'd like to turn to your colleagues just to comment very briefly on a couple of the apparently more contentious issues in the application. Mr. Chair, I propose to leave Mr. Miller and Brampton Hydro Networks until the end and deal with Hydro One Networks first.

205

Mr. Stevens, I understand, sir, that you have been the person on the panel and on the team most involved in and responsible for the smart meter program.

206

MR. STEVENS:
Yes, that's correct. I actually sat down with the OEB in developing their implementation plan, as per the Minister's Directive, and I am now leading the strategy development for smart metering implementation.

207

MR. ROGERS:
Could I ask you just to pull your mike a little closer.

208

You are aware that there has been some criticism of your company for the proposal for smart metering in this application.

209

MR. STEVENS:
I understand, yes.

210

MR. ROGERS:
I wonder if you could just comment on the program, tell us a little bit about it and the reasons why you are advocating this to the Board.

211

MR. STEVENS:
Sure. Just quickly on the need. I think everybody's aware of the Minister's directive to install 800,000 meters by 2007, and the full 4.3 million meters by 2010. These are smart meters, new technology.

212

Also, the Minister directed the OEB to develop an implementation plan. And just to note a couple of points in the current implementation plan that was submitted in January 26. One, the Board recognizes priority to large customers greater than 200 kilowatts and second, the Board also says that utilities should or are encouraged to undertake pilots, and to use the funding from the conservation and demand management plan to undertake those pilots.

213

So our plan is actually ‑‑ runs right in parallel with that. A large component of our cost is to actually roll out smart meters to large customers, our greater than 200 kilowatt group. The second piece is to run an extensive pilot program to confirm technology. And for us, we're in a bit of a unique situation. We're not it an urban area, we're predominantly rural. As a result, when it comes to rolling out smart meter technology, communications is a challenge for us, and because of our sheer numbers, some of the back office requirements are a challenge.

214

MR. ROGERS:
Can I just stop you there.

215

MR. STEVENS:
Sure.

216

MR. ROGERS:
You say that you are different, and I take it from that that you mean because your customers are so disbursed throughout the province it can create some unique problems of communication with these smart meters.

217

MR. STEVENS:
Yes, that's correct. Our average density is roughly about 10 customers per kilometer, some of the technologies out there, and I should refer back to one of the items that suggests that a requirement would be that we communicate to customers their consumption by next business day. So we need a fairly robust communication system to be able to allow us to meet that requirement in a rural area.

218

MR. ROGERS:
But just for me, for the layman.

219

MR. STEVENS:
Sure.

220

MR. ROGERS:
It means that you have to have some means of taking the information that is generated at the mater, at the actual site of consumption, and then communicating that information back to some central collating facility so that something can be done with billing; is that what you mean?

221

MR. STEVENS:
It's two things. It definitely is monitoring customer consumption at their site. We're talking on an interval basis, so time of use, or 24 hourly rates. We're talking about getting that back to a central site so we can verify, edit and estimate the data if data is missing. We talking about presenting that information to the customer by the next business day.

222

MR. ROGERS:
I see, all right. So the pilot project is designed, in part at least, to help you develop technology to do that.

223

MR. STEVENS:
That's correct. And where I was going with that, because we'll also I'm sure come to the actual level of spending that we've allocated for this, not only do we have the challenge of operating in a rural area which requires us to look at several technologies for communications, but given our numbers, we know some of our back office systems will not handle 1.2 million customers. So we're going to have to look at new technology for actually reading the meters, storing the data, cleansing the data and preparing it for both presentment to the customer and to provide bills at some point. We need to pressure test those types of systems, so we need substantial customer numbers to actually allow us to do that.

224

The other component in our plan is once we've actually confirmed technology, we'd like to begin implementation, at least for new services. That was another priority in the plan, reduce the stranded cost to us. That makes a lot of sense.

225

MR. ROGERS:
All right. Thank you very much. Is there anything else you can add now?

226

MR. STEVENS:
Maybe I'll wait for the questions.

227

MR. ROGERS:
You'll have some, I think.

228

Can I move to you, Mr. Hall?

229

MR. HALL:
Sure.

230

MR. ROGERS:
First of all, I understand, sir, that your particular responsibility on the panel, and on the team that put the proposal together, dealt with areas related to load control and the time‑of‑use rate pilot project.

231

MR. HALL:
That's correct.

232

MR. ROGERS:
These ‑‑ the materials in the submission on those topics were prepared under your control and direction, I assume; were they?

233

MR. HALL:
Well, the load‑control material was prepared under my direction.

234

The time‑of‑use rate pilot ‑‑ actually, the Board had already issued a decision and order on that, on December 21st, which found that the approved budget and estimated implementation costs for the pilot program may be recovered entirely from the funds of the third installment of Hydro One's MARR. So it is included in our plan, for completeness.

235

While I was not responsible for development of that pilot, or the presentation of the materials, I am in a position to discuss its features and its application.

236

MR. ROGERS:
Right. So any questions that people have on that area would be best directed to you?

237

MR. HALL:
That's correct.

238

MR. ROGERS:
Load control is something that, also, has received some comment. I wonder if you could, just briefly, describe your approach to load control in this application?

239

MR. HALL:
Certainly. Our load‑control activities are divided into two general areas, that being residential and commercial/industrial, combined. In both instances, our plan involves a pilot. And then, if the pilot proves out that a full deployment would be warranted, then we have, also, set aside funds for that full deployment.

240

The residential load control is in operation. All of the control devices are installed.

241

And the commercial/industrial and farm pilot has to be developed over the next few months, and ‑‑

242

MR. ROGERS:
All right. Thank you.

243

Now, Mr. Chair, with your permission, I'm going to take a little liberty here, and I'd like to ask my witnesses to comment on the evidence of Dr. Hill, who's sitting next to me, rather than bringing them back when he's finished. I thought I'd just ask them, up front, to comment, if that's okay with you?

244

MR. KAISER:
That's fine.

245

MR. ROGERS:
You've read the evidence submitted by Dr. Hill ‑‑

246

MR. HALL:
I have.

247

MR. ROGERS:
‑‑ in this proceeding? And he had some comments, I know, about load‑control programs in his evidence.

248

MR. HALL:
Yes, he did.

249

MR. ROGERS:
Can you tell us what ‑‑ as you understand it, what his complaint is? And what you have to say about it?

250

MR. HALL:
Well, he states that, in comparison to energy efficiency, load management results in relatively little environmental and economic benefits.

251

MR. ROGERS:
What do you think of that statement?

252

MR. HALL:
Well, I'm a little confused by it, and I disagree. Peak power, whether it's domestically‑produced or imported from the United States, is by far the most expensive power on this system. And reducing demand at peak times could substantially reduce that price, and has significant economic benefits.

253

At times of peak demand, the system is also like to be drawing on all sources of generation, including coal and diesel, both domestic and from across the border. And, in times of shortage, whether there's a significant number of units out of service, or in a critical‑peak day, they're likely even to have on the system the worst polluters, those units that can only run for a limited number of hours in a year, because they have emission limits on their total emissions. And, if we can reduce demand on a system at that time, and not use some of that energy, there can be significant environmental benefits, as well.

254

MR. ROGERS:
All right. Thank you.

255

Now, on this question of load‑control and peak‑shaving, has the government made any pronouncements, or taken any steps which are relevant, do you think, in this matter?

256

MR. HALL:
I do. In fact, all the parties responsible for regulation and management of the Ontario electricity sector have made it clear that they place significant value on load management. The Minister of Energy has set a target of peak‑demand reduction of 5 percent by 2007. And, in letter to our chair, and, I believe, all chairs of the utilities, on May 31st, he indicated that he believed load‑management measures which facilitate interruptible and dispatchable loads should be supported by the Ontario Energy Board.

257

MR. ROGERS:
Did this have some influence on your decision to advocate these programs in this application?

258

MR. HALL:
It solidified a belief we already had. We had done, as part of a working group at the OEB that made recommendations to the Minister, done some peak‑load analysis, that showed that, at times of peak, there were significant price spikes, and that there were peak loads that could, probably, be shifted.

259

MR. ROGERS:
All right. Thank you. I interrupted you. Are there other industry initiatives, or proposals, that are relevant to this issue?

260

MR. HALL:
Yes. The Independent Electricity Systems Operator has conducted a process to enrol 100 megawatts of interruptible power, which they call a "transitional demand‑response program." The last announcement was in January, and I believe that there should be some of that coming online later this year.

261

In an information bulletin for electricity distributors, dated August 30th, 2004, the Board urged distributors to look at the requests for deferral accounts that it had received for ideas on potential initiatives. One of the ones listed was our residential load‑control pilot. In fact, in the Board's "Frequently‑asked Questions" for these proceedings, there were two items related to load management. In response to the question "what does 'conservation and demand management' mean?", the response said, in part, "Demand management in this context includes initiatives designed to limit peak system loading by shifting load‑timing."

262

MR. ROGERS:
All right.

263

MR. HALL:
And in another answer, it specifically lists load management and demand‑response as programs that are eligible for approval as part of the CDM plan.

264

MR. ROGERS:
And you ‑‑ I think you see this as being supportive of the approach that you are taking in this case.

265

MR. HALL:
I do.

266

MR. ROGERS:
One last thing. I recall ‑‑ I think that Dr. Hill had some comments ‑ I think they are critical comments ‑ with respect to pilot programs.

267

MR. HALL:
Yes.

268

MR. ROGERS:
I wonder if you could comment on that, please.

269

MR. HALL:
Sure. He states that pilot programs are used to test unproven technologies and new markets. Clear definitions of research questions and methodologies are important components to pilot program design. He then lists a number of common questions that pilot programs are designed to answer, such as: Does a technology work? What are the savings? The costs? What are the market‑adoption and free‑rider rates?

270

MR. ROGERS:
What do you have to say about those points that he made?

271

MR. HALL:
Well, Mr. Hill's list of questions is not exhaustive of those that a pilot might be formulated to answer. They are some of the potential questions, and I certainly agree that clear definitions of research questions and methodologies are important components of pilot programs.

272

It's the approach that we take with all of our pilot programs ‑‑ for instance, in the case of our residential load‑control pilot, we are assessing the demand reduction we can expect at different times of year, different times of day, by exerting control on water heaters air‑conditioners and, where they are available, in‑ground pool pumps. And we're also testing customer acceptance to varying control conditions for these devices, certain times of day, certain length of interruption, et cetera.

273

MR. ROGERS:
What did you do to make sure you had an appropriate design for these pilot programs, which, I gather, is critical, in the sense that there's not much detail in the application? Could you just tell us, what did you do to design these ‑‑

274

MR. HALL:
Certainly.

275

MR. ROGERS:
‑‑ programs?

276

MR. HALL:
In order to ensure that we had a appropriate design for the pilot, we engaged Professor Dean Mountain, the Director of McMaster Institute for Energy Studies, to help with the design and analysis. Specifically, Professor Mountain has helped to establish a structure that will provide the results with statistical validity, and allow them to be extrapolated to our entire customer base. He will guide the data analysis, and provide a third‑party report at the end of the pilot.

277

MR. ROGERS:
I see. All right. Thank you. Thank you, Mr. Hall.

278

I'd like to leave Hydro One Networks Inc. for a moment, and move to Brampton One ‑‑ Hydro One Brampton, I should say. Mr. Miller, I'll get that right, eventually.

279

You, sir, as you told us, are the Manager of Regulatory Affairs at Hydro One Brampton?

280

MR. MILLER:
That is correct.

281

MR. ROGERS:
And as such you were responsible for overseeing the preparation and administration of Brampton's conservation and demand management plan, presently before the Board?

282

MR. MILLER:
That is correct.

283

MR. ROGERS:
You worked with your colleagues, I understand, in developing a plan for Brampton?

284

MR. MILLER:
Yes, I did.

285

MR. ROGERS:
Although the ultimate responsibility is yours, and you will speak to it today?

286

MR. MILLER:
That's correct.

287

MR. ROGERS:
Now, once again, could I just ask you to, very briefly, summarize for us the proposals that you're asking this Board to approve?

288

MR. MILLER:
Yes. Hydro One Brampton's conservation demand management program is comprised of approximately $3.2 million worth of spending. We have undertaken a variety of initiatives, which cover off all our customer classifications and will assist us in developing a conservation culture in Brampton.

289

In developing this plan, we have applied several guiding principles: First, create programs that are useful to our customers; secondly, create a portfolio of programs that benefit all customer classifications; thirdly, ensure that the programs developed are effective and create real energy savings; fourth, leverage existing programs, organizations and delivery channels to maximize the cost effectiveness of our CDM programs; and finally, ensure that all our programs support the Minister's plans and activities as identified in his letter dated May 31st, 2004 to all distributors.

290

MR. ROGERS:
Thank you. Now, I know you worked with Hydro One Networks in preparing your plan, could you just explain the process to the Board as to how the two utilities worked together in this aspect.

291

MR. MILLER:
Sure. In preparing our conservation and demand management plan, Hydro One Brampton worked closely with Hydro One Networks. This process started early in February of 2004, with the formation of what was then called the DSM team. This team consisted of members of both people from Networks and Brampton. The objective of this DSM team was to formulate a plan and undertake several key pilot projects. These pilots enabled Brampton and Networks to have some early successes. Examples of these initiatives are the real load control pilot, as well as the real‑time monitoring pilot, which were launched in June and July respectively of 2004.

292

MR. ROGERS:
Now, I know that Hydro One Brampton is a different type of utility from Hydro One Networks. You have a different customer base and so on; correct?

293

MR. MILLER:
That is correct.

294

MR. ROGERS:
And hence, you have a different plan to present on behalf of Brampton Hydro here today, different from Hydro One Networks in some respects.

295

MR. MILLER:
That's correct.

296

MR. ROGERS:
I wonder if you could just tell us how your plan was developed, the programs in your plan were developed.

297

MR. MILLER:
Sure. Our primary goal was to develop a portfolio of programs for both conservation and load management initiatives that were ultimately ‑‑ that would ultimately contribute to a culture of change amongst our customers. When it came to program selection, we undertook a high level evaluation of potential programs. We then tried to determine what programs would benefit our customers and their various classifications most directly. This process formed a list of potential programs. We then attempted to incorporate all of the frontrunners in our portfolio, as well as round out our portfolio with other programs, to ensure that we have a balanced approach that offers something for all of our customer classes.

298

MR. ROGERS:
Thank you very much. Could you just give us some examples of some of these programs and explain why you've adopted them, please.

299

MR. MILLER:
Sure. For residential customers, we believe that they will benefit from programs such as our compact fluorescent lighting program and our LED holiday light exchange. A compact fluorescent light program, for example, creates savings in both energy and demand.

300

Our commercial and industrial customers will benefit from programs such as our load control program and power factor correction program. These programs will assist us in helping to reduce the provincial demand. These programs, in conjunction with our smart metering program, will provide our customers various ways to manage their electricity consumption and demand effectively. For a list of our total programs, they're available on figure 1 on our executive summary.

301

MR. ROGERS:
So they are in the same table that we talked about earlier, I think.

302

MR. MILLER:
That's correct.

303

MR. ROGERS:
Tell me, you've heard the discussion we've had this morning about smart metering. I hope you heard that, didn't you?

304

MR. MILLER:
Yes.

305

MR. ROGERS:
Comment, if you would, about Brampton's approach to smart metering.

306

MR. MILLER:
Sure. We see this as being the cornerstone of our portfolio. Our conservation asset program consists of an early deployment of smart meters to our largest customers still utilizing standard technology. This expenditure is a significant component of our portfolio and represents approximately 840 meters, and these are our larger consumer customers. We see this as an important opportunity to evaluate the installation techniques and test hardware and back office billing systems, prior to full scale deployment of over 100,000 meters. We strongly believe that smart meters are an effective tool for our customers which will assist them into better managing their overall energy and demand needs. This early deployment is also consistent with the government's mandate to implement smart metering.

307

MR. ROGERS:
All right. Now, as I mentioned earlier, it's apparent from reading the applications that your programs differ in some respects from Networks. Is that so and if so, why?

308

MR. MILLER:
That is correct. We attempted to duplicate some of the programs and make use of efficiencies associated with economies of scale. We do have several programs that are unique to Brampton, and there is a reason for this. Brampton's customer make‑up is different from that of Networks. Brampton is a densely‑populated, residential/industrial/commercial area, whereas Networks tends to be more rural. Based on these different demographics, it would only make sense that we have different programs to tailor to our different customer needs.

309

MR. ROGERS:
Thank you very much, sir. So if there are any questions that people have concerning the Brampton Hydro One plan, they should ask you.

310

MR. MILLER:
That's correct.

311

MR. ROGERS:
Now, finally if I might, I have one last area I'd like to cover with Ms. Rossini. And this once again anticipates evidence that we'll be hearing later today, I expect, from Dr. Hill on behalf of GEC.

312

Ms. Rossini, you've read the evidence that's been filed by GEC in this case.

313

MS. ROSSINI:
I've read the summary report. I did not read the appendices.

314

MR. ROGERS:
There are a couple of very thick studies attached to the evidence, but the evidence itself, you read the 12 or so pages.

315

MS. ROSSINI:
Yes, I did.

316

MR. ROGERS:
As I understand it, one recommendation being made therein is that spending on smart meters for 2006 should be redirected to other conservation and demand management programs, and that the smart meter spending in 2005 beyond pilot, what he classifies as pilot, should also be redirected. Do you agree with that recommendation?

317

MS. ROSSINI:
No, I do not and for three main reasons. First, smart meters is a major undertaking for the province. It's an enabler for conservation and demand management. The completion of planning and testing related to the project is important in ensuring the timely implementation and should we proceed ‑‑ and how we should proceed so that technologies can be selected and implemented effectively.

318

MR. ROGERS:
All right.

319

MS. ROSSINI:
The second reason is that the Board has already approved that smart meters can be funded from the CDM third tranche MARR, and that's evidenced by approved plans for Hamilton Hydro at 39 percent.

320

MR. ROGERS:
That's 39 percent of Hamilton Hydro's CDM was allocated to smart meters.

321

MS. ROSSINI:
That's correct.

322

MR. ROGERS:
All right. Carry on please.

323

MS. ROSSINI:
Also, Veridian at 43 percent. And also the Board's own frequently asked questions of December 2004. Hydro One's funding is at 38 percent, and it is consistent with these previous levels that I quoted.

324

The third reason, Hydro One's funding for smart meters planning and pilot initiatives is a small component of the funding that will be required to support the implementation of smart meters. Although the amount is spent over 2005 and a part of 2006, we've said in the evidence that the amount represents only 12 months of the program, and that's a program which will span the rest of the decade to 2010, as per the Minister's directive. So it's really one year out of a six‑year initiative. If you want to look at it in percentages, it's 17 percent of the duration of the program.

325

I also note that the pilot represents deployment of 25,000 meters, as we've said in our evidence, but that's only 25,000 meters out of 1.2 million meters, or only 2 percent of the meters that will be needed by Hydro One. These initial steps that are being funded under the CDM initiative are very important but are relatively small proportion of the funds that must be spent to complete the entire initiative.

326

Mr. Stevens can provide more detailed evidence on the smart meter initiative.

327

MR. ROGERS:
All right thank you. And he's already talked about that, and no doubt will have an opportunity later to discuss it again.

328

I'd like to move to the second, as I understand it anyway, the second recommendation made by GEC in its evidence. They state that Hydro One should be asked to take leadership and to develop avoided costs for the commodity or generation cost of electricity, if I understand it correctly. Now, do you agree with that proposal?

329

MS. ROSSINI:
No, I do not, not insofar as generation, and there's two main reasons for that. The first, Hydro One is not a generation company. In fact, we are prohibited by law under Bill 35 to enter generation, and that was not changed under Bill 100.

330

The second reason is that we expect that this analysis will be conducted as part of the 2,500 megawatt request for proposal that's currently being assessed by the Ministry of Energy.

331

MR. ROGERS:
Can I just stop you there? Just explain that to us: The Ministry of Energy has asked for a proposal for companies ‑‑ or ‑‑ companies, I guess to provide incremental generation?

332

MS. ROSSINI:
The province ‑‑ one of the main visions for the province is to put generation and demand options and distributed generation all on an equal footing. And they have put out ‑ it's been in operation for months ‑‑ or almost a year, now ‑ a request for 2,500 megawatts ‑‑ request for proposals for either generation, demand response or distributed generation. And they are in the process, right now, of finalizing those contracts for new generation or demand response or DR.

333

And, I mean, those decisions and costs of generation have to be integral into that process of contracting for that supply. And I expect that this will be continued and finalized under the Ontario Power Authority. So we believe that the Ontario Power Authority would be in the best position to provide any avoided costs of generation.

334

MR. ROGERS:
Can I just stop you there, Ms. Rossini? To the extent that you are able to comment on this ‑‑ I know you're not an engineer, but, based on your understanding and advice from the corporation, does Hydro One Networks Inc. have the necessary data to calculate these avoided costs, even if it wanted to? Or was ordered to?

335

MS. ROSSINI:
No, we do not. The generation costs, either real‑time or going forward, now that we have a competitive market, that's considered competitive, sensitive information. That information, as far as we know, is housed in the IMO in real‑time. It's not just available to us.

336

MR. ROGERS:
All right. Thank you.

337

Now, tell us a little bit more about avoided costs. Is there a study that you're undertaking, or involved with, that deals with distribution‑related avoided costs?

338

MS. ROSSINI:
Yes, and the scope of that, once again, is distribution‑related. We have collaborated on a study for the distribution‑related avoided costs, and that was a study initiated by Union Gas. And they asked us to join in that study, at their request, and we have. And right now, there are three companies involved: Union Gas, Toronto Hydro ‑ and I believe they alluded to the study in their testimony, as well ‑ and Hydro One.

339

Mr. Hall can provide more particulars of the avoided‑cost study.

340

MR. ROGERS:
Mr. Hall, you're ‑‑ we ‑‑ I'm not going to ask you now, but you have some familiarity with that study, do you?

341

MR. HALL:
That's correct.

342

MR. ROGERS:
All right, fine.

343

And now, finally, I'd like to move to the third recommendation, as I understand it, of GEC, and that is that utilities should be expected to start immediately with more detailed program planning and screening of the long‑term benefits and costs. Do you understand that to be one of his recommendations?

344

MS. ROSSINI:
That's what I read in three recommendations that were outlined, yes.

345

MR. ROGERS:
Could you comment on that, please.

346

MS. ROSSINI:
Well, I mean ‑‑ we believe ‑‑ as I said in my opening evidence, all the tests are not available. But furthermore, the Board has already ruled in this area, and, I think, twice, in fact. The Board's first ruling came as a result of the hearing of the six conservation and demand management plans, filed by the Coalition of Large Distributors. At issue there was the same type of screening methods and cost‑benefit tests. And, on December 10th, the Board stated that and I quote:

347

"The applicants have stated that they didn't have sufficient data to do it".

348

"It" being the benefit analysis.

349

"The Board accepts that proposition."

350

MR. ROGERS:
Ms. Rossini, is your company in any different position, in that respect, than those utilities were?

351

MS. ROSSINI:
No. We're in the same business. We're in the distribution business so ‑‑

352

MR. ROGERS:
Please carry on.

353

MS. ROSSINI:
To deal with the timing of available information, the Board has required quarterly reporting of costs and annual reporting of benefits. So Hydro One is prepared to accept this ruling, and we will submit quarterly and annual reports, the same reports that are required by local distribution companies. It's our position that Hydro One be held to the same standards as the other LDCs, including the "big six" in the Coalition of Large Distributors, and that Hydro One not be subjected to more onerous standards.

354

The second ruling of the Board is a matter which is currently in progress, and it's expected in the 2006 EDR Rate Handbook. The hearings have been conducted over several days in early February, as I understand it, on the very subject of what screening requirements are to be applied, and we believe this GEC evidence is, perhaps, more appropriate in that proceeding, and not in this hearing, in terms of what types of tests are on a go‑forward basis.

355

The other thing I'd like to note is that the GEC recommendation deals with the long‑term benefits and costs. And the Minister's May 31st, 2004, letter: It was clear that that was a call to action. Once again, I quote from the letter, "To expedite short‑term actions."

356

It's Hydro One's position that additional, new requirements for screening this first ‑‑ or this initial set of CDM programs, will most definitely delay the implementation of the programs for our customers.

357

MR. ROGERS:
I take it, you think that would be not a very good idea.

358

MS. ROSSINI:
To reassess the whole suite of programs and put them through a whole new suite of tests is just not available right now, and, certainly, would delay the programs.

359

MR. ROGERS:
All right. Thank you very much.

360

Those are my questions. Thank you, Mr. Chairman. The witnesses are available for cross‑examination.

361

MR. KAISER:
Thank you, Mr. Rogers.

362

Mr. Poch?

363

MR. POCH:
Thank you, Mr. Chairman.

364

CROSS‑EXAMINATION BY MR. POCH:

365

MR. POCH:
Okay, in no particular order, let's ‑‑ Mr. Hall, just ‑‑ since you and I have spent so much times in rooms together, of late, I'll start with you, and the question of the load‑control issue, which you spoke to in response to Dr. Hill's evidence. And this ‑‑ I want to just nail that down a little bit.

366

Hydro One, I understand, about 37 percent of your peak load is air‑conditioning load, right? According to go your evidence?

367

MR. HALL:
I believe so, yes.

368

MR. POCH:
And nothing turns on that, the actual number, but ‑‑

369

MR. HALL:
‑‑ Sorry. For our networks?

370

MR. POCH:
Yes?

371

MR. HALL:
It's actually 27 percent. The 37 percent number you referred to is the provincial number.

372

MR. POCH:
Right. And it's ‑‑

373

MR. HALL:
That's figure 3 on page 6 of our submission. Higher provincial ‑‑

374

MR. POCH:
Right. I think it's the same for Brampton has ‑‑ shares the higher number with the provincial average; is that right?

375

MR. HALL:
It does, being a more urban area that has ‑‑

376

MR. POCH:
So let's take that as an example. It's pretty difficult, is it not, to shift air‑conditioning load from the on‑peak period, during the day, completely to the off‑peak period? That's not a ‑‑ I mean, there are, maybe, a few technologies, but that's not a particularly realistic option, is it?

377

MR. HALL:
To shift completely? No, you would normally not shut off somebody's air‑conditioning for, you know, three or four hours at a time. What you tend to do is cycle it off for 15 or 20 minutes, or, maybe, even, half an hour, and then back on.

378

MR. POCH:
So, because of the diversity of the air‑conditioners out there, you can cycle it so that all of the air‑conditioners in the region, or the province, aren't all on at the same time, and, thereby, lower the peak ‑‑

379

MR. HALL:
That's correct.

380

MR. POCH:
‑‑ in the system; is that correct?

381

MR. HALL:
Yes.

382

MR. POCH:
And ‑‑ but, in general, if someone sets their air‑conditioner at 72 degrees, or 20 degrees Celsius, even with this cycling, it's just going to mean they're going to be ‑‑ the duty cycle is going to be higher in the period where you are controlling it, to allow it to go on. And, overall, it's going to have to chill the house the same number of BTUs.

383

MR. HALL:
It depends on the sizing of the unit. In fact, if you've got it turned off for 50 percent of the time, and if it's sized properly, it won't be able to maintain the temperature that it's set for, and the house will warm up. There are, also, thermostat controls, that can be used to actually adjust the temperature, itself, rather than cycling the air‑conditioner.

384

MR. POCH:
I guess without ‑‑ I don't want to get too much into detail, my point is simpler than that: Simply that, when you do that kind of a program, what you're doing is you're bringing down the peak, but you're not affecting the total amount of energy use all that greatly. This ‑‑ a program like that is, really, focused on the question of unloading the peak demand on the system.

385

MR. HALL:
It's definitely focused on the peak. Because you will have reduced the load during the hottest time of day, there might be some consumption savings, because it will come back on after peak. But that's not its main purpose, no.

386

MR. POCH:
All right. Now let's contrast that with an energy efficiency program ‑ and I'm not saying they are mutually exclusive, clearly they are not ‑ where you go out and you somehow improve the efficiency of air conditioners. That would also reduce peak loading, would it not?

387

MR. HALL:
It would, yes.

388

MR. POCH:
And it would also reduce the energy consumption throughout the period that these units are on; correct?

389

MR. HALL:
That's correct.

390

MR. POCH:
All right. And let's go a step further. If you go out and improve the windows, or the insulation, or the air infiltration of the home that the air conditioner is in, that would reduce the amount of air conditioning load and, therefore, the peak.

391

MR. HALL:
Yes, it would.

392

MR. POCH:
And it would reduce the amount of energy?

393

MR. HALL:
It would.

394

MR. POCH:
Conceivably, you could reduce the size of an air conditioner, if there was a new construction situation, there might be some savings there?

395

MR. HALL:
That's possible.

396

MR. POCH:
And it would reduce the heating load in the winter.

397

MR. HALL:
If you improve the envelope of the house, yes, it would.

398

MR. POCH:
Let me ask you about that. In Hydro One territory, to what extent is the gas grid ‑‑ do you have any sens of how many of your customers are on the gas grid, what percent?

399

MR. HALL:
About 50 percent. I think we have a study that just started earlier this week which should help us determine that more accurately.

400

MR. POCH:
So because of the fact that half of your customers aren't on the gags grid, I know because a lot of customers heat with propane and oil, I would assume that Hydro One has, compared to other utilities in the province or the cities in the province, you would have a higher percentage of customers with electric heating.

401

MR. HALL:
That is true. In fact, Hydro One Networks is still a winter‑peaking utility, unlike the rest of the province.

402

MR. POCH:
Okay. So for transmission in your area serving Hydro One and for ‑‑ certainly for distribution then, reducing the winter peak is very important as well in terms of the savings on the wires system in the long run, or unloading the wire system?

403

MR. HALL:
I'm not sure I would be able to answer that. It tends to be, the summer peak ‑‑ even when the winter peak is higher, the summer peak, because of the nature of wires, et cetera, tends to be what drives the sizing of the system as opposed to winter peak.

404

MR. POCH:
Because you have thermal limits.

405

MR. HALL:
That's correct.

406

MR. POCH:
So given a choice between a program that just shifts the peak and one that can lower the peak the same amount and also conserves throughout the summer and the winter, clearly the latter gives you a lot more energy savings in addition to the peak savings; correct?

407

MR. HALL:
If you had a program that would produce the exact same peak reduction, then you could probably make that comparison.

408

MR. POCH:
Fine. And I think you'd probably agree with me that the optimal is going to be a mix of these programs.

409

MR. HALL:
Certainly. I don't think that demand response will solve all the problems of the province.

410

MR. POCH:
Okay. Let's talk a little bit about the smart meter question. I'm not sure who this is for, perhaps Mr. Rogers you can ‑‑

411

MR. ROGERS:
Mr. Stevens, probably is prepared to answer those questions.

412

MR. POCH:
I should say, Mr. Miller, I don't want to leave you out. I'm going to tend to focus on Hydro One just because ‑‑ well you can appreciate why, I'm sure, in your day‑to‑day life dealing with big brother, but feel free to chime in if you have any additional information.

413

MR. ROGERS:
He will.

414

MR. POCH:
All right, Mr. Stevens. You say on page 11 that the budget ‑‑ in the budget that CDM funding will be used for the initial start up and deployment of about the first year of the implementation plan. And I think you've clarified in the page that you've updated that, which is page 26 of your evidence, you're planning, if we look at ‑‑ if we're looking at Hydro One, if I sum the smart meter line under both residential and business in 2006, we've got about 7.1 million; is that right?

415

MR. STEVENS:
2006?

416

MR. POCH:
That's the 4 and the 3.1 in the 2006 column for smart meters, CDM.

417

MR. STEVENS:
Yeah.

418

MR. POCH:
Okay. And in 2004/5 we've got about 6.4.

419

MR. STEVENS:
Correct.

420

MR. POCH:
Now, in your evidence on pages 12 and 13, where we get beyond the smart meter, we get to related programs for load management, interval metering, pilot and load management time‑of‑use rate pilot. The phrase "pilot" appears on the title of those but it didn't, I notice, when you describe on the top of page 10, load management, smart metering. So I just want to understand to what extent this is a pilot and to what extent we're into the ‑‑ putting the meters out there.

421

MR. STEVENS:
Okay.

422

MR. POCH:
I appreciate you have to put some meters out there to do a pilot.

423

MR. STEVENS:
Yes.

424

MR. POCH:
Don't get me wrong.

425

Can you tell us something about that? First of all, 25,000 meters, is that the number of meters that will be captured by this spending?

426

MR. STEVENS:
That's correct.

427

MR. POCH:
How much of that is experimenting with different meters or communication systems, and how much of that is trying to meet the Minister's goals and the Board's goals that have been set?

428

MR. STEVENS:
Sure. The component that's labelled, and if I can just take you to page 11, "customers greater than 50 retrofit demand meters," we have about 6.3 million in there. Our plan now, and we understand this quite well, is that we could actually leverage today's technology to get a jump start on those priority customers that tend to be fairly large that are still struggling with old technology. So the 6.3 million is really to get a jump start on implementation.

429

These are complex meters, resourcing is going to be difficult. Everybody in the province is going to be looking for the same meter technicians, so we want to get going on that one absolutely. And as I mentioned earlier, that's part of the Minister's directive, it is a priority, as well as the OEB implementation plan, it's a priority.

430

MR. POCH:
So just stopping you there, so that first effort for the greater than 50 kilowatt customers, you're just recognizing ‑‑ the technology is not a mystery, you might have trouble buying it, you're just trying to get a jump on it because you anticipate that it's going to be just a challenge to meet the time limit.

431

MR. STEVENS:
That's correct. I mean there was ‑‑ there is one unknown quantity and that's really some of the back office support systems. We anticipate that we will be able to use existing technology in back office to actually read the meters and deal with the amount of data, but it's still to be tested. So there is an element of test there but, generally speaking, it's today's technology.

432

MR. POCH:
That's for the larger customers, and I think we spoke earlier ‑‑

433

MR. STEVENS:
That's right.

434

MR. POCH:
‑‑ that for the smaller customers that communication and data management challenges is a bit bigger.

435

MR. STEVENS:
That's correct.

436

MR. POCH:
All right. Carry on.

437

MR. STEVENS:
We also have 1.4 of top start‑up costs. Really, we've got a project management office set up to do both pilots and also to manage this implementation I just discussed of the large customers. The 7.2 million, it's going to be split between pilots and actual implementation, the larger component being directly attributable to pilots in the province. And what we're attempting to do there is roll out, you know, initially a small number of meters, we're talking in the hundreds, in a location that will both test propagation of telecommunications technology and also allow us to start looking at deployment processes. Again, you know, we have 1.2 million customers. Using a manual process to deploy those meters is just not feasible, so we're going to look at how we actually deploy meters as well. And we're also going to be looking at our meter‑to‑bank business processes and examining where the gaps, based on this new technology, exist and how we'll actually rectify that.

438

We'll also, as I mentioned, start looking at how we actually manage the data in the back end.

439

MR. POCH:
And now so a few hundred of meters that will be ‑‑

440

MR. STEVENS:
That's the first step.

441

MR. POCH:
‑‑ sort of testing different technology, and then there will also be presumably based on that or in market niches where you know what technology you want to go with you're actually going to be doing some implementation.

442

MR. STEVENS:
What we'll do then is once we get the hundreds of meters out there and we understand the technology works specifically and we can get a meter reading from a remote area to our back office system, we'll then look to, we call it pressure testing. But basically what it is is loading up local communications system with a more realistic amount of meters, something that will reflect the longer‑term implementation and similarly, we'll also pressure test the back office systems to make sure we can handle the data coming back.

443

MR. POCH:
A lot of the expense that will ‑‑ the capital expense of installing meters and the piloting won't be so much of the those meters as the communication system that they'll be feeding into. Is that fair?

444

MR. STEVENS:
That's correct.

445

MR. POCH:
And I take it, in terms of the timing of the pilots, you're going to try and front‑end load those, they're going to be in the early part of your program?

446

MR. STEVENS:
If you listen to our president, we will be doing them as quickly as possible. The challenge is there.

447

MR. POCH:
So of that 7.2, any sense how much is the pilot and how much is the installing the meters that, I'm not saying are not related to your pilot and data system, but you will be able to rely on on a permanent basis.

448

MR. STEVENS:
I should mention that the amount that we've applied for in the CDM fund is not the total amount of the pilot. In fact, most of the money that we're requesting here is actually related to the meter hardware and meter technology and the deployment for those meters.

449

MR. POCH:
Okay. All right. So this will be, presumably, for the most part, money that will be ‑‑ meters that will be installed, and you'll be able to carry on with most of them ‑‑

450

MR. STEVENS:
I'm afraid I don't understand.

451

MR. POCH:
You'll be able to leave them in place. They aren't ‑‑ you're not going to be staking a lot of the meters you install in this ‑‑ with this money ‑‑ you won't have to abandon them as being ‑‑

452

MR. STEVENS:
That's the reason we're phasing the way we're doing it. The idea being, put a small number of meters in place, test the technology, make sure it's capable of communicating in the remote areas, then move to the pressure testing. So we're hoping to mitigate any risk associated with stranding ‑‑ additional stranding.

453

MR. POCH:
And, indeed, most of the money we're seeing here, in smart meters, won't be ‑‑ won't end up in the recycling plant.

454

MR. STEVENS:
That would be our plan.

455

MR. POCH:
Okay. Glad to hear it.

456

Can I just get a better fix, then, on what ‑‑ how much of the money is actually going to be the piloting of different technologies, on the communications front, as opposed to revving up? Is it ‑‑ I think you've agreed, correct me if I'm wrong, most of the money is in that latter category? Most of it's in the meter hardware which you'll be able to rely on. You need it in place to be able to test your back office, but it's meters, and they'll be ‑‑ they'll, presumably, meet the bill, and the need, on an ongoing basis.

457

Can you give me a sense of how much of the money is the ‑‑ really, just the piloting, playing with different ‑‑ testing little technologies of different communications, competing communications technologies, that sort of thing?

458

MR. STEVENS:
Sure, I mean, if we go back, starting with the 14.9 million?

459

MR. POCH:
Sure, we can do it from there.

460

MR. STEVENS:
As I mentioned, the 6.3 million, this is directed to the priority customers.

461

MR. POCH:
Yeah.

462

MR. STEVENS:
And, again, we don't anticipate a lot of risk there. If there is risk, it's predominantly with the back‑office systems, not with the meter hardware, so pretty much all of that would be related to that.

463

Of the 7.2 million, the way we budgeted this is that's all related to meter deployment. So, you know, if we're talking a couple ‑ I'd say hundreds, but, you know, it could be, say, up to 2,000 meters to do this initial test ‑ to go into, say, a small community, test locally, we've got to test different geography, terrain, topology, temperature, et cetera, et cetera. So 2,000 meters of, you know, roughly, the 24,000 meters, related to that. And then, as I mentioned, we'll ramp that up to a larger component to test the back‑office systems and local communications, to ensure it will handle volume. So where, exactly, that cuts off, I'm not exactly sure, at this point in time.

464

MR. POCH:
But, perhaps, 10 percent of the 7.2 is, truly, what I would call the pilot, that is, trying out different things that you might have to leave behind, or change significantly. And most of it is building up the number of meters out there, so you can pressure‑test your ‑‑

465

MR. STEVENS:
Sure. I wish I could be more definitive in that ‑‑

466

MR. POCH:
That's fine.

467

MR. STEVENS:
‑‑ that's one of the reasons we're doing pilots. We know some technologies actually struggle with large volumes of data. So, until we actually start ramping those numbers up, you know ‑‑

468

MR. POCH:
All right. And ‑‑ just to be clear, Mr. Stevens ‑‑

469

If I may, Mr. Chairman, take a little liberty, here, I ‑‑ so you know where we're headed, and what the debate is ‑‑

470

I'm not ‑‑ no one is suggesting ‑‑ your marching orders are clear, you know, you've got to get on with smart meters, and we're not suggesting you not do so. It's just a question of which pot of money it's coming out of, and what the competing demands of different pots of money are. That's our issue in this matter. Okay?

471

MR. STEVENS:
Okay.

472

MR. POCH:
So let's move on, then.

473

Ms. Rossini, in‑chief you were responding to this question of research questions that are guiding the pilots, and I was pleasing to hear you say that you ‑ and, I think, Mr. Hall, you said, as well ‑‑ that there are, in fact, questions that you've ‑‑ you are developing, and, indeed, you've retained outside expertise in ‑‑ for some of your program designs, to make sure that you'll have statistical ‑‑ statistically significant results. I'm delighted to hear that.

474

Have you, in fact, developed research questions and plans for all the programs you're describing as pilots?

475

MS. ROSSINI:
The ones that we've deployed as pilots, yes. We ‑‑

476

MR. POCH:
When you say "deployed as pilots", you mean the ones you've described, here, as pilots, or the ones that you've actually moved to the point where you're out in the field?

477

MS. ROSSINI:
The ones that we've described here as pilots.

478

MR. POCH:
Okay.

479

MS. ROSSINI:
So ‑‑

480

MR. POCH:
And I take it that, when you report to the Board, ultimately, either quarterly or annually, that kind of information ‑‑ the question, and the answer that you found, will be available to ‑‑

481

MS. ROSSINI:
That's ‑‑

482

MR. POCH:
‑‑ assist both your ‑‑ other utilities who will be watching?

483

MS. ROSSINI:
Oh, yeah. I mean, other utilities have already joined our pilot. For example, the in‑home, real‑time monitor display, I mean, we've been making presentations throughout the year about the pilot programs we have, and other utilities have found out about them, and asked to join. So ‑‑ London Hydro, for example, has joined our real‑time in‑home display monitor pilot. So we'll share information there, and have, sort of two, customers. But the research questions are the same, both for London and ourselves.

484

Toronto Hydro joined our other pilot, the load‑control pilot that Mr. Hall was speaking of. So they added 150 customers to that pilot. So we're expanding the experience, by adding more customers and ‑‑ but it's the same research questions and ‑‑

485

MR. POCH:
Okay. I'm ‑‑ that prompts a question. You've sized ‑‑ I take it, you've sized an optimal sample size ‑‑ or a necessary sample size, to get, as you've indicated, statistically‑ significant results; correct?

486

MS. ROSSINI:
That ‑‑ yes. Reflective of our whole customer base.

487

MR. POCH:
Right. So is there any need to expand these pilots beyond that, if they're truly pilot? Or what have I not ‑‑

488

MS. ROSSINI:
To ‑‑

489

MR. POCH:
‑‑ captured?

490

MS. ROSSINI:
‑‑ expand what ‑‑

491

MR. POCH:
Well, you've indicated ‑‑

492

MS. ROSSINI:
‑‑ what?

493

MR. POCH:
‑‑ that you're pleased to see other utilities joining you.

494

MS. ROSSINI:
Well, with the ‑‑ that's the decision for the other utility. But, yes, I think there is some benefit in sharing information among utilities and ‑‑

495

MR. POCH:
Undoubtedly.

496

MS. ROSSINI:
‑‑ sharing different customers. I mean, the customer demographics are somewhat different for us, as a rural utility, and as ‑‑ Toronto Hydro, for example, being an urban utility, and London Hydro.

497

MR. POCH:
Let ‑‑ yes. So let me ask the question another way. When you are getting other utilities involved in this, I assume you're not interested in just seeing a duplication of your piloting effort. You want to make sure that you're getting additional, valuable information; correct?

498

MS. ROSSINI:
Yes, that's correct.

499

MR. POCH:
How are you coordinating that? How are you ‑‑ who's ensuring, you know ‑‑ saying to London Hydro, Oh, you don't need to pilot that, because, you know, Kitchener is doing that, or ‑‑ and, you know, they're comparable density or comparable socioeconomic group, and we'll get the data we need there, or ‑‑

500

MS. ROSSINI:
I know in the ‑‑

501

MR. POCH:
‑‑ that sort of thing?

502

MS. ROSSINI:
‑‑ in the case of London Hydro ‑‑ it was London Hydro. They, basically, wanted extra questions from their customers, and they're dealing with that.

503

I think when we designed the pilot projects, and working with the utilities that asked to join with us, I, basically, had two criteria. One, I wasn't going to deal with their customers, so they had to deal with their own customers, directly. So I'm not phoning their customers. I'm not surveying their customers.

504

And the second criteria was, I wasn't dealing with their labour forces. So, I mean, I wasn't going to deal with who deployed the technology, who installed it. That utility had to do their own.

505

I know, in our pilot projects, we're taking great care with the customers. For example, the real‑time monitor pilot, we're doing three surveys with the customers. And the customers have agreed to that in advance. We knew that we would be checking in with them to see how it was going, and we didn't wait 'til the end. So ‑‑ and in that, we're getting some basic customer behaviour changes, awareness changes, before we actually get the kilowatt‑hours savings out of the data.

506

MR. POCH:
You're getting some qualitative data before you get the quantified data, in other words?

507

MS. ROSSINI:
Well, we're doing it at the same time. The first customer survey also went out to establish a baseline for the savings in that house, or the baseline before you measure savings. Types of things are, how many people are in the home, what appliances they have. We want to make sure that, during the year, for example, you know, people haven't left the house, like university kids went off to university, so now the usage is less, because someone left.

508

MR. HALL:
If I could add to that, Mr. Poch. In fact, Professor Mountain who sized our samples, based on looking at the demographics, et cetera, also took that into account. And he has sized the samples and defined the terms for that with the other utilities that have joined our pilots as well.

509

MR. POCH:
Okay. That's good to hear.

510

I wanted to ask you about your plans for the avoided cost question and the screening of programs using cost/benefit tests that would obviously have to include avoided costs. Again, let me clarify. We're not saying you shouldn't be proceeding today with your programs and your pilots, in the absence of that, we understand the urgency. I'd just like to understand what you see as the time line for when you will be able to do the screening and how you'll ‑‑ what you'll use that information for. And can I ask that generally, first of all, and hear your response?

511

MS. ROSSINI:
The first thing is we'll wait for the all the tests to be available in terms of the handbook, and I'm not quite sure what the time frame for the handbook is. But that's the first thing, because that lays out the whole road map of what tests are required.

512

In terms of the actual avoided cost tests that we're currently doing, I don't know when that test would be completed. Mr. Hall will know when the test is completed.

513

MR. HALL:
Yeah, the cost study that we're undertaking with Union Gas and Toronto Hydro is focused on the methodology that Union Gas has used, and the consultant is seeing whether that can be translated to electricity, and looking at the distribution‑avoided costs. And that should be ‑‑ the first cut at that should be available later this month or sometime in March.

514

MR. POCH:
And will it look at transmission avoided costs?

515

MR. HALL:
It does not at this point. The model, as I understand it, the model should be usable substituting transmission costs in for distribution.

516

MR. POCH:
And Ms. Rossini, you mentioned that the RFP process will be valuable in terms of commodity‑avoided costs. Obviously, it will give us some price discovery. What do you understand the time line of that to be?

517

MS. ROSSINI:
I don't know. I know what it was before, it was going to be eminent, but I don't know when. I know the OPA has recently been fired. I know from a couple of presentations that the Ministry of Energy has done, they've laid out what the role of the Conservation Bureau is expected to be. And I know the Conservation Bureau is not established yet, but in presentations made by Ms. Camfield in December and presentations made by Ms. Fraser in September last year, one of the key accountabilities for the Conservation Bureau was going to be the cost/benefit analysis and the cost/benefit tests. So we're expecting that the inputs that all 92 utilities will need will be driven by that body.

518

MR. POCH:
Now, I assume it's no ‑‑ it would surprise you if this Board and the Conservation Bureau and others didn't ask you to conduct some form of TRC or SCT tests; correct? Total resource costs or societal‑cost test as a basic cost‑effectiveness screening of your measures and programs.

519

MS. ROSSINI:
I don't know about surprised, I understand that that's being proposed for the 2006 EDR handbook.

520

MR. POCH:
You must have some view of what you think is appropriate for your utility to be involved in. And I take it ‑‑ am I correct in assuming you'd like your programs, and we're not necessarily talking about true pilots where you're out there finding out where the walls are, but your programs in general, you're hoping that they're going to be at least cost effective on a societial basis; is that fair?

521

MS. ROSSINI:
That they will be cost effective, I think most importantly for the customer. Having had some experience at trying to deploy new technologies in the customers' homes, I mean we have 1,000 customers now in pilot projects and the first they've asked us is, How much money do I save? Which is a very reasonable question. So anything that helps us explain to the customer how much the customer will save is, of course, beneficial.

522

MR. POCH:
So it's clear, is it not, you're going to want to have the tools at hand to be able to, first of all, tell the customer what the participant cost net benefit is going to be, you just said that.

523

MS. ROSSINI:
Yes, that's correct. That's the first question they ask us.

524

MR. POCH:
Right. Would you also agree that you're going to want to be able to ask yourself, taking into account the costs wherever they may reside, commodity, transmission, distribution, customer, you're going to want to know that any given measure is a net benefit.

525

MS. ROSSINI:
That's worth the money we're spending, yes.

526

MR. POCH:
Yes. And that's what the TRC test does; correct?

527

MS. ROSSINI:
I'm not an expert on the TRC test. I haven't looked at it in detail yet. I'm sure I will need to become one soon enough.

528

MR. POCH:
Fair enough. Okay. Well, then let me move on to the next topic, which really is addressing that point, and that's your staffing plans.

529

MS. ROSSINI:
Right.

530

MR. POCH:
Can you give us a sense of how you're going to ‑‑ what you see the organization of the C&DM project in the utility, is it going to be a separate department or is it going to be something where you are wearing different hats and that's the left corner of your desk which I sense it ‑‑ it's a bit ‑‑ not to diminish the importance of it or your ‑‑ of your responsibilities, but that you're juggling more than one job when you're doing it right now.

531

MS. ROSSINI:
For '04 I wasn't juggling more than one job. I did my strategy job until the end of February, which we have a major strategic initiative with all the leaders of the company. After February, I did delegate my duties to a colleague so my strategy job was off the radar screen, if you will, and I concentrated solely on conservation and demand management.

532

I've proposed an organizational structure for our company on the conservation and demand management unit. For '04, we ran it as a project. For '05, we don't want to run it as a project, we want to have dedicated people in there. It will report, it will be housed in the strategy and development unit of our company.

533

One of the main roles of our unit is to take the top strategic priorities of the company, develop them up to a state where they're prepared and ready to be integrated into the operations of the company. So our job would be to house this unit. I have prepared plans and I've presented them to what we call our operations committee. Our operations committee are all the major vice‑presidents of operations, operations being engineering, construction, lines in force, stations and remotes, health and safety and asset management, so those vice‑presidents.

534

We've agreed for now on the sort of critical mass of people, like the number of FTEs to start up this unit. I am in the process of writing the job descriptions, and I have part of the job descriptions in with human resources right now.

535

So the role is to build a unit within corporate and development ‑‑ or strategy and development, and then as we've gone along to where the programs can be more facilitated and be integrated into our operations, that might be two years from now, the unit would be moved into an operating vice‑president's role.

536

MR. POCH:
Okay. So you're the incubator, if you will.

537

MS. ROSSINI:
Yes, and we've done that with our other subsidiaries, whether it was telecom subsidiaries or ‑‑

538

MR. POCH:
How many FTEs are you projecting right now?

539

MS. ROSSINI:
Right now, I've estimated at 8 full time.

540

MR. POCH:
And will you be ‑‑ I take it you'll also be resourcing, as you already have, some outside expertise.

541

MS. ROSSINI:
Yes, yes. Actually especially for delivery channel, we'd like to use the external existing delivery channels as opposed to recreating delivery channels.

542

MR. POCH:
Will you be doing a summary evaluation report periodically that pulls together the information? How you've done, what you've learned as part of your report to this Board, perhaps?

543

MS. ROSSINI:
Well, there will be the reporting for the Board, but even without that we would do our own reporting, of course. Even the pilot projects, we've structured two reports. There would be an interim report at the midway point of the project and then there is the final report once the 12 months of the projects are complete.

544

MR. POCH:
And I wanted to ask you about two other areas, just if you have any plans for any kind of formalized stakeholder consultation, first of all.

545

MS. ROSSINI:
I don't know what you mean "formalized". Can you rephrase for me, please?

546

MR. POCH:
Well, thus far, obviously interested intervenors, at least, haven't, to our knowledge at least, haven't been consulted about your portfolio emphasis or anything like that, I'm wondering if you have any plans to conduct such a process or ‑‑

547

MS. ROSSINI:
Well we‑‑

548

MR. POCH:
‑‑ not?

549

MS. ROSSINI:
‑‑ have had a very open process. Anybody who comes to us, asking what we're doing, we're more than happy to sit down with them and discuss ‑‑

550

MR. POCH:
I should say, except when I asked Mr. Rodgers all these questions two weeks ago, and he said you were too busy, so ‑‑

551

MR. ROGERS:
It's been a busy two weeks.

552

MR. POCH:
It certainly has. I just couldn't resist, Mr. Rogers.

553

MS. ROSSINI:
I believe Mr. Hall has been very open in discussing things with you, throughout the year.

554

MR. POCH:
Sure, I don't want to suggest otherwise.

555

MS. ROSSINI:
So, I mean, we've been asked to do presentations. So we'll go and do presentations: Sometimes there's, you know, 25 senior citizens in the room; sometimes there's 300 people from the industry in the room. There's no shortage of people coming to ask us what we're doing, and we're always willing to talk to them.

556

MR. POCH:
Okay. What are your plans for ‑‑ are you going to do any kind of formal auditing of results? Or is your evaluation we spoke of earlier going to be the level of reporting? Do you have any intention, either at this stage, or at a later stage, to get into a formal auditing? Or are you waiting to hear from the Board on what's required in that regard?

557

MS. ROSSINI:
Well, there's two types of audits. I mean, we will do a detailed tracking, and, through McMaster, have those reports. There's an internal audit and an external audit. I've been advised by our management team that our internal auditors will show up at my door at some point during the year to audit our own project‑management structure and our own project controls. Internal auditors don't tell you when they're going to show up, but we are, I believe, on the audit plan.

558

The larger question, I'm not quite sure what you mean by external‑type audits.

559

MR. POCH:
Okay. A couple of miscellaneous questions that I have left. A program like ‑‑ let's take the compact fluorescent light program. It's been ‑‑

560

MS. ROSSINI:
Right.

561

MR. POCH:
‑‑ it's described as a "pilot" in your ‑‑

562

MS. ROSSINI:
No, I think it's a program.

563

MR. POCH:
Is it just a program? My mistake.

564

MS. ROSSINI:
"Just" a program? It's a program. I hope it's a program ‑‑

565

MR. POCH:
Not as a pilot?

566

MS. ROSSINI:
No, they're programs. Page 23 ‑‑

567

MR. POCH:
All right.

568

MS. ROSSINI:
‑‑ figure 16.

569

MR. POCH:
My mistake. Apologies. Let's leave that.

570

Finally, then, in your chief, you said that the allocation between the different pots of effort, if you will ‑ smart meters, load control, efficiency, loss reduction ‑ wasn't driven by some kind of a percentage allocation. But, I mean, it's no coincidence it adds up to your third tranche amount, I take i?

571

MS. ROSSINI:
It has to add up to the third tranche.

572

MR. POCH:
So you had to make trade‑offs. At the margin, when you were dividing up the pot of money that was available, you had to have ‑‑ make some kind of allocation, did you not?

573

MS. ROSSINI:
No, we traded off programs. There were programs we looked at, and decided not to do ‑‑

574

MR. POCH:
Sure.

575

MS. ROSSINI:
‑‑ but it wasn't because we needed X percentage here, or Y percentage there.

576

MR. POCH:
Well, okay. But, in deciding, this limited pot, how it was going to be spent, as between all the contenders, there was some comparison, was there not, between putting more of the money into smart meters or load control, or more of the money into, you know, broad scale conservation?

577

MS. ROSSINI:
Yeah, there were those decisions, on a program basis. Not necessarily driven by percentages, though, sir.

578

MR. POCH:
Well, okay. I'm not trying to trip you up on your language ‑‑

579

MS. ROSSINI:
Okay.

580

MR. POCH:
‑‑ I appreciate that it's not on a ‑‑ you didn't have some magic number you've ‑‑

581

MS. ROSSINI:
No ‑‑

582

MR. POCH:
‑‑ you set out to ‑‑

583

MS. ROSSINI:
‑‑ nor a formula.

584

MR. POCH:
But all I'm saying is, there was some triage. You decided what needed to ‑‑ what was a priority, what needed to get funded, what was less so, what was likely a better bang for the buck. Am I right?

585

MS. ROSSINI:
Yeah. We've laid out our criteria, and, also, what we could physically, actually, do and deliver to our customers

586

MR. POCH:
Sure. And, in terms of physically, actual doing, I mean, that's a function of your staffing levels; correct?

587

MS. ROSSINI:
Not always. Sometimes it's ‑‑ has to involve other parties, so we know we can't do it. Like ‑‑ well, one example that came to mind was the refrigerator buy‑back program. We did look at that. We knew the province was talking about it. We knew that the other LDCs were doing it. But, for our territory, I mean, even if we had set the money aside, the issue was one of disposal of the refrigerators: Where do they end up? And for us, we'd be dealing with 300 municipalities, and we don't want them ending up in 300 municipal dump‑sites. So when we looked at something like that, that was one of the key factors. It's not so much just the customer end of it.

588

MR. POCH:
It wasn't a great candidate program, because it was ‑‑ it had problems.

589

MS. ROSSINI:
Well, yeah. And those were the kind of factors we looked at in each case. It's the actual, sort of, delivery.

590

MR. POCH:
You're not suggesting you've exhausted the list of good candidate programs?

591

MS. ROSSINI:
No ‑‑

592

MR. POCH:
Yeah.

593

MS. ROSSINI:
‑‑ no. But for this fund of tranche ‑‑ this tranche of funding, this is the best suite of programs we ‑‑

594

MR. POCH:
Right. Okay. So, if this Board were to say, as they have, after 2006, assuming the Minister puts his seal on the Board's recommendations, you may apply in your rate case for funding for smart‑meter implementation ‑‑

595

MS. ROSSINI:
I don't know.

596

MR. POCH:
‑‑ well, no ‑ just take this as a scenario, you don't have to agree it's likely or not ‑ and, therefore, that some of the money in this third tranche that's dedicated to smart meters ‑‑ we're not saying, Cut back on the smart meter initiative, but just, Fund it from current rates, as of 2006, and that frees up some of this third tranche for other things.

597

Where would you see ‑‑ if you were told reallocate it, I take it that there are ‑‑ clearly, some cost‑effective opportunities out there, and, particularly, in conservation, that you could, not, necessarily, tomorrow, but over the course of months, develop and start to implement.

598

MS. ROSSINI:
Are there more program ideas available?

599

MR. POCH:
Yes.

600

MS. ROSSINI:
Yes.

601

MR. POCH:
And you have reason to believe they will be cost‑effective and practicable?

602

MS. ROSSINI:
Yes.

603

MR. POCH:
Okay, then. Thank you.

604

Those are my questions. Thank you, Mr. Chairman.

605

MR. KAISER:
Thank you, Mr. Poch.

606

We'll take the morning break now. 15 minutes, please.

607

‑‑‑ Recess taken at 11:10 a.m.

608

‑‑‑ On resuming at 11:30 a.m.

609

MR. KAISER:
Please be seated.

610

Are you next, Mr. Higgin?

611

CROSS‑EXAMINATION BY MR. HIGGIN:

612

MR. HIGGIN:
Yes, thank you, Mr. Chairman.

613

Mr. Chairman, members of the Panel, I'm Roger Higgin, as I said earlier, from ECS Consulting and I'm here on behalf of our clients, the Public Interest Advocacy Centre in Ottawa and VECC, the Vulnerable Energy Consumers' Coalition.

614

So I'm going to talk about two issues, one will be the universality of the proposed programs and the other is your response to the Minister's direction to the electricity distributors to target vulnerable low‑income customers.

615

So in order to assist with a clear record, I'd like to file, Mr. Chairman, two documents. The first is the low‑income energy efficiency program, which was prepared by the Low‑income Energy Network with sponsorship from the Ministry of Energy, and that's the same document that you've seen was filed in the hearing of the application of the Coalition of Large Distributors last December, but I assume that it's not going to be ‑‑ it wouldn't be on the record in this particular proceeding, so I'd like to introduce that as well.

616

MR. KAISER:
Mr. Lyle.

617

MR. LYLE:
We'll mark it as Exhibit E.1.2, Mr. Chair.

618

EXHIBIT NO. E.1.2:
LOW‑INCOME EFFICIENCY PROGRAM DOCUMENT PREPARED BY THE LOW‑INCOME ENERGY NETWORK

619

MR. HIGGIN:
The next document, Mr. Chairman, is a copy of the new Hydro Quebec Distribution 2005 energy efficiency program, and that's in French. There is no English translation, but we're only going to look at one page, which is a diagram, and ask a couple of questions relative to that. I sent a copy of both of these to the applicant earlier this week, so they're aware of the documents I'm going to use.

620

MR. LYLE:
We'll mark that as Exhibit E.1.3.

621

EXHIBIT NO. E.1.3:
COPY OF THE NEW HYDRO QUEBEC DISTRIBUTION 2005 ENERGY EFFICIENCY PROGRAM

622

MR. KAISER:
Mr. Rogers is the only bilingual person.

623

MR. ROGERS:
We had this discussion, Mr. Chair, and it's a problem. It's a big, big document in French, but we'll see if we can cooperate to answer his questions. No one can read French fluently on my panel or in my office.

624

MR. HIGGIN:
Nor can I, Mr. Chairman, so if we try, it will be really interesting.

625

So I'll direct my questions, if that's okay, to Ms. Rossini, but if others can chip in as they feel appropriate.

626

So on to the first area, that's the question of universality of the programs. By universality, I mean geographically across all the province, and B, the other issue that goes with that is accessibility. Are the programs available to all customers in all parts of your service territory? That's the issue that I'm going to explore first.

627

So first of all, can you give me as a summary which residential, and I'm going to focus only on residential, residential programs are offered across the whole Hydro One service territory? Which ones are "universal"?

628

MS. ROSSINI:
Not just the low‑income ones, sir?

629

MR. HIGGIN:
No, residential, just residential sector.

630

MS. ROSSINI:
Okay. I believe in figure 19, we have tried to take a cut between residential and business.

631

MR. HIGGIN:
Mm‑hm.

632

MS. ROSSINI:
Smart meters.

633

MR. ROGERS:
Let's just slow down a bit, Ms. Rossini. Figure 19.

634

MS. ROSSINI:
Page 26.

635

MR. HIGGIN:
Page 26, thank you.

636

MS. ROSSINI:
So the smart meters program that Mr. Stevens spoke of, that's for residential across the province. Load management, the 4.7 million, that would be available across the province. Under conservation, the 8.3 million, we have three programs that that embodies. The first is a low‑income program at 4.5 million, the next is the real‑time in‑home display monitor, that's at 1.8 million, and 2 million for mass market. Now, what we have under mass market are another three initiatives, which are the compact fluorescent lighting, the light emitting diodes LED holiday light and the energy assessment, energy audits, self‑assessment‑type programs, so those three. So in total, that's three, three, six ‑‑ eight programs.

637

MR. HIGGIN:
So they are offered across the province on a first‑come first‑served basis, but they are available to all customers?

638

MS. ROSSINI:
The intent is to make them available to all customers but ‑‑ well, load control, they would have to have certain end‑use appliances that you can control. For example, they would need to have central air conditioning. If you didn't have central air conditioning, you can't remotely control window air conditioner, for example.

639

MR. HIGGIN:
Right. But let's come to that, and maybe turn to page 14.

640

MS. ROSSINI:
14?

641

MR. HIGGIN:
The residential load control program. Now, I read that as being piloted in four discrete areas rather than being across the province. Am I wrong?

642

MR. HALL:
You're correct in the pilot portion, which you'll see in the initial 1.2.

643

MR. HIGGIN:
Mm‑hm.

644

MR. HALL:
You can't have a pilot that's open to anybody who wants to participate or you can't deal with the data and have it be statistically valid. So it was narrowed to representative areas and customers were randomly selected in those areas. So the pilot portion is not. If we were to go on to a full program, that would then be available to anybody who signed up that had the proper appliances that were going to be controlled.

645

MR. HIGGIN:
But that's not in this ‑‑ it's still, right now, the budget, when does it kick into ‑‑ is it in 2006, 2007? When does it become available to all customers, that's my question.

646

MR. HALL:
The pilot will be completed this year.

647

MR. HIGGIN:
Mm‑hm.

648

MR. HALL:
And assuming that it's warranted to move forward, we would start to deploy the full program next year. And at that point in time, it would be open for people to sign up, and that would be up to them whether or not they did so.

649

MR. HIGGIN:
Now, the incentive, is that available only in year 1 or is that available in years 2 and 3?

650

MR. HALL:
What we have put in this budget is just the incentives for the pilot. What we have chosen to do is that ‑‑ there's no sense in spending significant capital if there won't be ongoing money for incentives. So while we have allocated capital dollars here, we've left the incentive for rate applications to come. And if we weren't granted that in the future, we would not actually deploy this capital.

651

MR. HIGGIN:
That was where I was going. You just answered the question.

652

MR. HALL:
Okay. It just makes no sense.

653

MR. HIGGIN:
It would not be available unless, this is the key, you get an increase in rates, in a future rate application in order to be able to roll it out across the province; am I wrong? Is that correct or not?

654

MR. HALL:
Yes, long term, more than one or two years, which is all that's covered by this tranche of CDM funding, we would need some indication that we'd be able to have long‑term incentive funding or spending the capital up front wouldn't make sense.

655

MR. HIGGIN:
Okay. Now, you know what our concern is. Our concern is that all residential customers, and I'm focussing just on residential, pay the costs of all of the programs in rates now and in future, and the question then is: Why can only some of those customers access those programs? Why are there restrictions? Even for you, you see, you have a geographic territory that is very wide, why is it that all programs, apart from pilots, should be rolled out and made eligible across the province to all of your customers who are paying the costs?

656

MR. ROGERS:
Did he not answer it. Maybe I misunderstood the question or the answer, but I thought that the witness said that the pilots, by definition, need to select ‑‑

657

MR. HIGGIN:
No, I accept ‑‑

658

MR. ROGERS:
Let me finish, Dr. Higgin, please. There's a pilot project, I think it's been explained, and then after it, if the pilot project is successful and this looks like a good thing to do, the company will go forward in future, and it will be available to everybody who wants to sign up. That's what ‑‑

659

MR. KAISER:
That was my understanding, but maybe the witness can just clarify that.

660

MR. HALL:
Certainly. For instance, if we were going to do an electric water‑heater load‑control program, anybody with an electric water‑heater could sign up for it. If the individual has a gas water‑heater, they could not sign up for an electric water‑heater program.

661

Similarly, for a central air‑conditioning load control, anybody who had a central air‑conditioner would be able to sign up; however, if they don't, they would not be able to. It would be limited by their own appliances, as opposed to a geographic or other limitation imposed by us.

662

MR. HIGGIN:
So you're telling me that all programs, except pilots, are going to roll out across the province in future?

663

MR. HALL:
I don't know that I can say that. If there's not a delivery channel ‑‑ I know that load control, yes, that would not be an issue, rolling it out across the province. There might be a program, at some point in the future, that we find we can't deliver somewhere in the north, and I wouldn't be able to predict that, at this point in time.

664

MR. HIGGIN:
Okay.

665

MR. KAISER:
Just while we're on this program, before you move off of it ‑ if I may, I don't mean to interrupt you ‑ but, does that mean the incentives would continue? You have incentives in the pilot ‑‑

666

MR. HALL:
We do.

667

MR. KAISER:
‑‑ you pay people to participate.

668

MR. HALL:
We do, yes.

669

MR. KAISER:
Do you contemplate ‑ or is it too early to tell ‑ whether the incentives would continue when it becomes a permanent program?

670

MR. HALL:
In all the jurisdictions that we're aware of in North America, there are incentives in place where there's a load‑control program. So we have noted, in our submission, that we would only expend the significant capital dollars next year, if, later, in our filing, the incentives associated with ongoing operation would be approved.

671

MR. KAISER:
Well, here's my question: How much is the incentive per customer, now ‑‑ or, in the pilot?

672

MR. HALL:
It varies for each device. Fuel pumps, I guess ‑‑

673

MR. KAISER:
We're talking what, 450 homes here? How much is it per home?

674

MR. HALL:
Well, again, it depends what is available in that home to ‑‑

675

MR. KAISER:
Well, what is the average you are assuming?

676

MR. HALL:
‑‑ control.

677

MR. KAISER:
You must be assuming something. You've got a budget here, don't you?

678

MR. HALL:
Well, we actually have it down to each individual customer. Just a second. We have water‑heater incentives that ‑‑ this is part of what we're testing in the pilot, is the level of incentive necessary, so they range from $6 to $12 per month ‑‑

679

MR. KAISER:
Let me just stop there, because I think I understand where Mr. Higgin is going. He wants to know ‑‑ let's suppose this is deemed to be a success, and becomes a permanent program. Are you going to offer everyone in the province the $6 to $12, if they subscribe to the program? And, if so, do you have any idea what it's going to cost you?

680

MR. HALL:
We do not have that at this point in time. So far, we have not had anybody withdraw after joining, so that would tend to suggest that the lower end of the incentive range that we're testing would be appropriate. But we don't have that full analysis, yet. We don't have the surveys from customers at this point.

681

MR. KAISER:
But $6 a month, per customer, for a province‑wide program, could be a big number.

682

MR. HALL:
Well, if ‑‑ not everybody would join, and not everybody is in our service territory, so that would limit it, somewhat. But yes, if ‑‑

683

MR. KAISER:
But you haven't estimated that? You don't have any costs in here, related to the incentives for the permanent program.

684

MR. HALL:
No, we do not.

685

MR. KAISER:
Does that help you?

686

MR. HIGGIN:
Yes, thank you.

687

I'd like to move on, now, to look at the distribution loss‑reduction program, and maybe you could turn up page 21 of your plan. My questions are very simple and that is that, as you have indicated in your in‑chief, and response to questions, you aren't able, for most of the programs, to do cost‑benefit analysis, particularly for the new programs. But my concern ‑‑ my issue, I guess, is that, you would agree, that loss reduction, in itself, is not a new program. It's an activity that the utility has undertaken for many years. Am I correct?

688

MR. HALL:
You are correct.

689

MR. HIGGIN:
Then why can't you do a cost‑benefit of some sort for this program? You have the data, you have the know‑how, and so on.

690

MR. HALL:
We have the data to do the kind of analysis we do currently, which does not include things like avoided generation cost, and any other externalities that the Board might decide is appropriate to include in such a cost‑benefit analysis. The money listed here is those kinds of incremental projects that might be undertaken, depending on what other avoided costs are included in that analysis.

691

MR. HIGGIN:
Okay. So you're saying the type of analysis has to be, then, based on avoided cost: That's what your response is?

692

MR. HALL:
The current analysis we put in, you know, using utility‑type cost‑benefit analysis, as you alluded to. We already put in what falls out of that, as the most appropriate level of efficiency. If there was ‑‑ in order to justify additional expenditures, above that, there would have to be other costs taken into account, which would be the type of avoided costs that have been discussed, otherwise.

693

MR. HIGGIN:
All right. Okay. Thank you.

694

MS. ROSSINI:
I just want to add to that, to clarify. There's a distinction between new assets, that need to go in service, and existing assets. When we have to make a new investment decision, because a piece of asset or capacitor has to come out of service already, its reached the end of its useful life, then, like, the newest efficiency standards are already part of that decision. We look ‑‑ that's already embedded in our operations, and in our efficiency standards, our procurement, our engineering standards.

695

I think, as Mr. Hall said, when it comes to incremental investment, for example, do you take a piece of equipment out of service earlier than its useful life? And then you have to make that kind of assessment on the line‑loss program ‑‑ like, what decisions wouldn't be in the normal course of business ‑‑ that you have to look on your existing asset base and look for those opportunities.

696

I just wanted to clarify that difference.

697

MR. HIGGIN:
Okay. Thank you.

698

So I'm going to move on, now, to talk a bit about the low‑volume low‑income customer segment of the market. And I think that you are very well of the Minister's letter, and the fact that the Minister wanted to see "targeted" ‑ that's the emphasis ‑ low‑income programs. And that you are, I believe, also ‑‑ would be aware that the Ministry of Energy funded, actually, two studies for energy efficiency. One of which I filed here, which is the low‑energy income ‑‑ low‑income energy efficiency program, and there was another study for social housing.

699

And some other utilities have put placeholders for social housing programs, as part of their C&DM portfolio. So, are you aware of those facts, first?

700

MS. ROSSINI:
Can we take the facts one‑by‑one? Sorry, it's a ‑‑

701

MR. HIGGIN:
First of all, that ‑‑ when we're starting from the targeted programs for low income, there's two types of programs that are being talked about, within the portfolios of some of the utilities. There is social housing program and low‑income programs. Are you aware of that?

702

MS. ROSSINI:
Okay.

703

MR. HIGGIN:
And you know why that is? Or would ‑‑

704

MS. ROSSINI:
Not, not ‑‑

705

MR. HIGGIN:
‑‑ you like me to ‑‑

706

MS. ROSSINI:
‑‑ not in terms of social housing.

707

MR. HIGGIN:
Well, the fact is that low‑income customers do not ‑‑ you are aware that lower‑income customers don't necessarily live in social housing. They may live in rental accommodation, or other types.

708

MS. ROSSINI:
Well, I know our customer base, so our customer base could be a low‑income customer ‑‑ a Hydro One customer could be either a renter or an owner‑occupied resident. We look at who gets the bill from us to decide if that's our customer.

709

MR. HIGGIN:
Right. Well, I don't really want to get into a debate, but the fact is there are a whole lot of social housing programs. And approximately 20 percent of low‑income customers live in social housing, and these are social housing agencies of which there are many.

710

MR. ROGERS:
By social housing, Mr. Chair, I assume, Dr. Higgin, these are subsidized housing projects?

711

MR. HIGGIN:
These are subsidized, usually run by social housing agencies and co‑ops.

712

MR. ROGERS:
What was the question?

713

MR. HIGGIN:
The question is, I was trying to distinguish whether your witnesses were aware of the distinction that exists between ‑‑ within the low‑income sector of low‑income customers that live in social housing and those that don't.

714

MS. ROSSINI:
We would have ‑‑ I realize there's social housing programs from other utilities. I don't think that we ‑‑ when we see our customer, we have no way of knowing necessarily if that's the owner of the social housing project, if you will. But I realize there are social housing initiatives underway, yes.

715

MR. HIGGIN:
So the low‑income program that you have identified on page 17, and maybe we can go to that right now, you would characterize this, I think, as a placeholder right now for development of a program rather than being the description of the program.

716

MS. ROSSINI:
We're in the process of developing the program, so the actual details of the program are something we're negotiating right now.

717

MR. HIGGIN:
Right. Perhaps when you are looking at the information, you should ‑‑ my clients tell me that your definition of low‑income as identified on page 17, perhaps you need to check into that. And also, I think, we would like to make sure that you and my clients are on the same page when it comes to what is low‑income. So what I would like to ask you to do, could you provide the complete references for the data in your table and the 11.7 percent of the low‑income customers in your service territory? Can you give me the references?

718

MS. ROSSINI:
I'm not sure ‑‑ I don't understand your question, sir.

719

MR. HIGGIN:
Okay. You make reference to low income on page 17 in the table and you characterize how many low‑income customers there are.

720

MS. ROSSINI:
The 11.7 percent is a Statistics Canada number.

721

MR. HIGGIN:
Well, that's what I'm asking. Could you provide the specific reference for that and for the other data that are in this table?

722

MS. ROSSINI:
This is all census data. So do you want us to pull out the census reports?

723

MR. HIGGIN:
No, please, the reference.

724

MS. ROSSINI:
Okay.

725

MR. HIGGIN:
Which is, Statistics Canada, census report X, DDD, year, number, so and so, please. That would be helpful. Because there is an issue, as I said, because my clients do not think that your definition corresponds with what they think is low income, okay?

726

MS. ROSSINI:
Just on the definition, I think in my evidence under target markets, we haven't developed the exact definition. I said that low income will be defined as per government offices and programs, and the definitions I've seen in terms of threshold levels compare to the same ones I've seen in the LIEN report, that's your client. What the definitions I've seen are, they go by city, by population of the city, and they go by number of residents in the family. So those were the things that ‑‑ for example, I've been working with Natural Resources Canada and those are the definitions that they're providing me. They're the same type of definitions as the LIEN report.

727

On this other data in figure 11, that was pulled from census reports, but I could get you the date, title of the census report.

728

MR. HIGGIN:
I think the understanding is coming now where the difference is between the data you've presented here in this hearing and what my clients believe is the appropriate data to use. You're saying to me now that you are getting the appropriate data on low‑income customers from other sources.

729

MS. ROSSINI:
Yes, from federal sources. But that's not number of customers, that's the definition by ‑‑

730

MR. HIGGIN:
Yes.

731

MS. ROSSINI:
‑‑ income threshold. I remember seeing the table in the LIEN document when I reviewed it, and I was given the same table by Natural Resources Canada.

732

MR. HALL:
If I might for a second. I think the issue is that while we might be able to use those other definitions in developing programs, we don't have that information about our customer base at current. So in order to estimate the number of those customers that might be in our territory, we have to use some other basis. And to do that, we used census data because that's the information that was available. That doesn't necessarily mean that's the definition that we would use for the actual delivery of the program.

733

MR. HIGGIN:
For now, we'll leave it there, and I will go somewhere which maybe should resolve this ‑‑ this issue.

734

MR. LYLE:
I'm sorry, Dr. Higgin, were you seeking an undertaking?

735

MR. HIGGIN:
No, I'm not going to ask for the undertaking now because I hope we can resolve it another way when I ask a few more questions, okay?

736

MS. ROSSINI:
Sure.

737

MR. HIGGIN:
So one of the things you've mentioned, and again, it's shown on page 17, that you are in discussions regarding the development of this program with a number of parties. My question is straightforward: Is one of those parties the Low‑income Energy Network?

738

MS. ROSSINI:
Yes, I have attended ‑‑ before this report even came out, I attended the October working planning session. So I'm familiar with what they've developed and I've seen that some of our comments have been included. What we're looking for is a delivery channel mechanism, right, somebody to actually execute and perform the duties that the ‑‑ that Hydro One will fund. So insofar as members of LIEN, for example, green communities would be a member of LIEN, if they could execute those programs, they are considered for execution, for actual delivery and implementation.

739

MR. HIGGIN:
Okay. And are you also, then, through looking for delivery channels talking to the social housing agencies?

740

MS. ROSSINI:
No. I have been talking to federal agencies. The two federal groups that I've worked with in trying to look at one alternative for the program is Natural Resource Canada EnerGuide for Homes, that whole suite of programs, and there is also CHMC, Canada Housing and Mortgage Corporation, they have a RRAPs program, Residential Rehabilitation Assistance Program. And we're looking at trying to bring three sources of funding together so we can get much more bang for the buck for this sector. So if NRCan makes a contribution, CHMC makes a contribution, Hydro One makes a contribution in terms of funding, that there's a program infrastructure there, but then we still need someone to actually execute the roles of Hydro One.

741

MR. HIGGIN:
Thank you. So just to repeat, at the moment, you aren't in direct contact with any of the social housing program agencies in Ontario with respect to the design and delivery of a program.

742

MS. ROSSINI:
With social housing specifically, no, and none that I'm aware of have contacted me either.

743

MR. HIGGIN:
Thank you.

744

Now, coming back to the LIEN report that I filed today, it's a very straightforward question, what use of that report is being made by Hydro One in the design phase? And are you talking with LIEN and its consultants about that report, and what use of that report are you using to designing the program?

745

MS. ROSSINI:
Well, as I said, in terms of talking, I did attend in October. They did send me this report, personally, so I did receive it in December. A couple of these ‑‑ like LIEN is about 20 different groups, I think, and some of them have come and spoke when me and given me their ideas about how to make this work. So I've made myself available for that. I think some of the concepts in here, yes, that has to be part of our load program design, like weatherization, for example, those kinds of things. I haven't turned my mind yet, necessarily, to things like appliances. There is still a little bit more of design work and development work that we have to do.

746

One of the priorities for our customer demographic, and especially our low‑income customer demographic, would be electric space heating. Electric space heating or electric heating in our winter peak is about 31 percent of our load, and that's really what I want to tackle with this low program funding. It's one of the high priority areas, basically keeping warm in the winter, and there's a different means of doing that. Some is, as was said here, with the weatherization programs, and we're actually improving the housing stock, or at least improving the thermal envelope of the home so less heat escapes.

747

Another alternative, I think in the LIEN program there's alternatives which are really fuel switching, moving off to gas, and that's not always available in our service territory. As I think Mr. Hall said, that's available perhaps at most in half of our service territory. So those are the kinds of things we're looking at in designing the program, how best to deal with the space heating issue. And then when you're in the space heating issue you kind of deal with other things the same as here, such as the lighting issue, that kind of thing.

748

MR. HIGGIN:
Thank you. Now, I'd like to move now to the Hydro Quebec distribution energy efficiency plan. And as I said, we're just going to have a quick look at page 27, because many of the things you just talked about, and this what we will go through in a moment, are features of that program, okay?

749

MS. ROSSINI:
We're doing the right things?

750

MR. HIGGIN:
We'll see.

751

MS. ROSSINI:
All right.

752

MR. HIGGIN:
Okay. So we'll try and go through this very simply since my French is probably worse than yours. However, if you can look at the diagram, you can see that ‑‑ now this is for the residential sector first of all. And they have set a specific target for the year 2010 for the residential sector, and that's noted there as 1,000 gigawatt hours of energy efficiency savings. Okay? That's the first thing.

753

Now, the first thing that they front end their total residential program with is the next box down, and that is, in essence, a questionnaire. It's a survey, questionnaire that is sent to all residential customers and it uses analysis when it's submitted. The utility does analysis using one of the residential analysis programs to point out where there may be potentials.

754

MS. ROSSINI:
Yes.

755

MR. HIGGIN:
So that's how they front‑end the whole residential program.

756

Now, if you look at the right‑hand side, and that's where we're going to focus now, it says "cliente a budget modest," that means low income to everybody here, that means low income, that's the French for low income.

757

MS. ROSSINI:
Okay.

758

MR. HIGGIN:
Then you look in the next box and that says that they're going to have free visits, "voullez" means free. Free visits for them. That means free inspections.

759

And thermostats, also will "voullez", free. Free programmable thermostats. So all low‑income customers get those two things, okay? A free inspection and a free programmable thermostat.

760

The next box then is called a dollars for the realization of the measures that have been identified, such as you said, with the weather stripping and those type of cost‑effective measures. And there's financial assistance available, financial assistance to low‑income customers. Okay?

761

MS. ROSSINI:
By financial assistance, that means the customer has to pay something and the utility pays something?

762

MR. HIGGIN:
The customer or, in the case of social housing, the social housing agency.

763

The next box is why we talk about social housing, that means renovation of social housing, and it's done with the Society of Social Housing in Quebec. Okay? So that's ‑‑ those are the features.

764

Now, could we then come back to asking you to compare the features as you see them now of your program design with the program design that I've just outlined here at a high level?

765

MS. ROSSINI:
I could try, certainly. Okay. If we start with the first box that you said was diagnostic which was, I believe you said, a survey that all customers get.

766

MR. HIGGIN:
Mm‑hm.

767

MS. ROSSINI:
We are doing a what we call residential survey or residential appliance survey, and we ‑‑ I think I alluded to that in our program research and program planning. This is ‑‑ actually we are sending out in the bill channel to 1.1 million customers a request that they fill out a survey for us. We don't expect that all 1.1 million will respond to the survey, but we have started that and we actually just completed the contract for that and started the bill channel last week.

768

MR. HALL:
Actually, the bills were stuffed Monday and the first set went out Tuesday of this week.

769

MS. ROSSINI:
So this week.

770

MR. ROGERS:
French and English, I hope.

771

MR. HALL:
We have about 5 percent French customers and there were French surveys available for those customers.

772

MS. ROSSINI:
Now, it takes ‑‑ we bill 55,000 bills a day, but it does take, on a regular billing cycle, three months to cycle through our billing cycle before we go through all 1 million customers. So by the end of three months, everybody will have received the little notice or flier in the envelope, Hey, do you want to help? Do you want to help the environment? Do you want to save money? Do this survey.

773

We expect to get between 40,000 and 50,000 respondents. That would be about a 5 percent response rate, which everybody in the marketing experts tell me that would be a fantastic response rate. You usually get something like a 2 to 3 percent response rate and we're looking for the 5 to 6 percent response rate. And to encourage that we're giving a little contest away, $2,500 worth of energy gift certificates. So that's our first step at doing in‑depth detailed analysis of, you know, what the housing stock is. What appliances there are. Have they taken energy conservation measures already? Have they availed themselves to other programs? Do they have gas running down their street? Those kinds of things.

774

Now, we've kept it short, it's a two‑page survey. Now, they have two ways of answering the survey. They can go ‑‑ 60 percent of our customers do have Internet access, so we have set up a website for that so they can answer the survey on the website. Those that do not have website access we are giving them the ability to do a phone survey or ask for a hard copy survey. So that part, I think if that's what Hydro Quebec did, we're already started, we've got the contracts for, we've got the people hired to deal with the responses, and the bills or the notices started going out, as Mr. Hall said, this week.

775

MR. HIGGIN:
Could we move on then to the right‑hand side?

776

MS. ROSSINI:
Reliance of modest budget customers.

777

MR. HIGGIN:
Yes, the low‑income customers.

778

MS. ROSSINI:
So the two boxes where it's free inspections and free thermostats.

779

MR. HIGGIN:
No, the first is a free inspection and free thermostat, and the second is financial assistance.

780

MS. ROSSINI:
Okay. So let's talk about free visits. Now, in the LIEN report, the visits aren't free, the recommendation here, as I understood the LIEN report, there would be three visitations. They're not audits, they're visitations. And then the LIEN report then recommends that the utility does monitoring and evaluation. So for us to then monitor, we would have to do another two home inspections, which would be before and after. So before any savings and after.

781

So the LIEN report, if you really go through it, it requires up to five visitations for the home, and the visitations in here are not free. So I mean that's, for us, an issue and I think for our customers it will be an issue. I don't know if customers want people to come into their house five times. So one thing that I have been looking at with NRCan Guide for Houses is ‑‑ I'm in the middle of negotiating this, so I don't want to jeopardize any negotiations, and I haven't finalized anything, I'm still assessing alternatives, but one of the alternatives, and I've got at least verbal submittment from NRCan, not in writing yet, that they will do the audits and they will ‑‑ or they will fund the audits and we wouldn't have to pay the audits. It would be two audits, it would be the front‑end audit before any review is conducted, and then the back‑end audit where they would, you know ‑‑ what happens basically in the EnerGuide for home is there is an audit report done first.

782

MR. HIGGIN:
Mm‑hm.

783

MS. ROSSINI:
And what happens now is that NRCan subsidizes about 50 percent of that visitation and the client or customer pays about 50 percent of the other. Usually an audit is about 300 bucks, the customer would pay about 150 bucks.

784

MR. HIGGIN:
That's usually.

785

MS. ROSSINI:
Yes. Now what I'm looking at in my low‑income program is that the customer doesn't have to pay the audit money at all, nor does Hydro One. NRCan would provide for the audit cost, but I have not got a contract signed for that.

786

MR. ROGERS:
We admire your enthusiasm, but could you move along, Ms. Rossini.

787

MS. ROSSINI:
I spent a lot of time on this. This is an important sector.

788

MR. HALL:
There is indeed also as part of the mass market listed here, we are looking at ‑‑ it would be not certainly as detailed as a visit, but there would be on our website available a web‑based audit.

789

MS. ROSSINI:
For all customers.

790

MR. HIGGIN:
For all customers, not likely to be very accessible by most low‑income customers.

791

MR. HALL:
Potentially, yes.

792

MS. ROSSINI:
Your second question was thermostats?

793

MR. HIGGIN:
The question was, they are also providing free programmable thermostats.

794

MS. ROSSINI:
Programmable thermostats we haven't put at the top of our list right now. For electric space heating, especially with baseboard space heating, that isn't as effective. It's effective where you have duct work in a house, it's effective where you have gas, it is effective where you have electricity but for electric space heating it isn't at the top of the list. So I haven't done a lot of research on programmable thermostats.

795

MR. HIGGIN:
We won't go to the next box, which is the financial assistance, but the next box is the fact that they have focus on social housing, a specific targeted program for social housing. And that is a big concern for our clients. That you don't ‑‑ you aren't following the lead that some other utilities have with respect to social housing, and that is a very considerable concern of our clients.

796

MS. ROSSINI:
We have focused on our customer and we haven't looked at where that customer lives necessarily. That customer, if they're getting a bill from us, if they're living in social housing, fine, if they're living in rented house, fine, if they're living in owner‑occupied housing, fine. We're focussing it on our customer.

797

Now, I know some of the other utilities, the social housing provider is also their shareholder, so they're helping out their shareholder. I don't know if our customer, if the customer is a municipal ‑‑ and some of our customers are municipalities, the municipalities actually get a bill from us. So we can help our municipalities under a MUSH sector type programs, but the focus here is our on customer. And if that customer lives in a social housing program, that's fine. If our customer lives, like I said, in rental housing, we're basically focussing on our customer. And I haven't ‑‑ I don't know all the social housing organizations are actually our customers.

798

MR. HIGGIN:
Okay. So I think, Mr. Chairman, in view of the time, I'm sorry I took longer than we thought, I'll leave a few points to argument, and those will be my questions for now. Thank you, Mr. Chairman.

799

MR. KAISER:
I wonder if I can ask you something, Mr. Higgin, since this is your document. On page 43, where they're talking about these programmable thermostats, since your French is better than mine, are they saying that there's a saving of 684 kilowatts? It's on page 43.

800

MR. HIGGIN:
Page 43, did you say, sir?

801

MR. KAISER:
Page 43.

802

MR. HIGGIN:
What they're saying, as the witness said, is that they're targeting TAE, which means space‑heating customers, okay? That seems to be contrary to what the witness said, but that's what it says here, that they are. And then they've made an estimate there of how many kilowatt hours for ‑‑ from each thermostat, you're correct, sir, of 684 kilowatt hours. But they are targeting it for space heating customers. So these are the customers with very high bills, you know, in the several thousand kilowatt hours a year, and that's where they're targeting their program.

803

MS. ROSSINI:
Can we clarify if its central space heating or baseboard heating. If it's central heating and there's duct work and electric heating, you can do it. If it's baseboard heating, which is what is very prevalent in our territory, I don't know how you use the programmable thermostat with baseboards in every single room.

804

MR. KAISER:
Because each unit has its own thermostat.

805

MS. ROSSINI:
Has its own thermostat.

806

MS. SPOEL:
If you don't mind, if you look at the following page. My French isn't great, but it's sufficient to I think get the gist of what they're saying here. It looks like, if you look at the paragraph at the top of the page, it looks to me like they are allocating ‑‑ it says, $160 pour l'achat des thermostats electroniques, $35 chacun, which is each. So it looks like they are actually installing several thermostats per household, which might well mean that there's baseboard heaters and you're putting in ‑‑ it doesn't divide exactly, but I guess that's an average cost anyway, but at $35 each, they are putting a number in each unit. So it could be that they are doing it room by room, because there's a significant amount of cost they're putting into it.

807

MS. ROSSINI:
Our plan is, as I've said, to attack electric space heating. We would leave it to the inspector, the NRCan inspector or the RRAPs inspector to decide. In this home what's needed the most? Is it the thermal ‑‑ is it windows or is it thermostats? So it's not that we're adverse to any thermostats, it's just that we haven't ‑‑ I mean, we're going to base it on the audit of a specific home.

808

MR. KAISER:
Thank you, sir.

809

MR. HIGGIN:
Thank you.

810

MR. KAISER:
Why don't we take the lunch break at the present time. Is that satisfactory, Mr. Rodger?

811

MR. ROGERS:
Whatever conveniences the Board.

812

MR. KAISER:
We'll come back in an hour.

813

‑‑‑ Luncheon recess taken at 12:20 p.m.

814

‑‑‑ On resuming at 1:22 p.m.

815

MR. KAISER:
Please be seated.

816

Mr. Klippenstein, are you next?

817

MR. KLIPPENSTEIN:
I believe so. Thank you, Mr. Chair.

818

CROSS‑EXAMINATION BY MR. KLIPPENSTEIN:

819

MR. KLIPPENSTEIN:
Good afternoon, members of the witness panel. My name is Murray Klippenstein, and I'm the legal counsel for Pollution Probe. And I propose to ask you questions on five topics, or so, this afternoon.

820

The first area I'd like to question you about is the potential role of Hydro One Networks Inc. in relation to stated government goals. I understand, Ms. Rossini, from what you said this morning, that Hydro One Networks has over 1.2 million customers. Is that right?

821

MS. ROSSINI:
That's correct, in the distribution business.

822

MR. KLIPPENSTEIN:
And I believe you said that was 30 percent of all customers in the province? Is that right?

823

MS. ROSSINI:
That's correct. There's approximately four‑something million customers in the province.

824

MR. KLIPPENSTEIN:
And I take it, if I'm correct, that Hydro One Networks is, therefore, Ontario's largest electric utility. Is that fair?

825

MS. ROSSINI:
Largest distributor?

826

MR. KLIPPENSTEIN:
Right.

827

MS. ROSSINI:
Yes.

828

MR. KLIPPENSTEIN:
And I take it you're aware that Premier McGuinty has stated, on the record, that he wants Ontario to be a North American leader in conservation: Does that sound familiar to you?

829

MS. ROSSINI:
Yes. I can't remember if it's "North America", or not, but, yeah.

830

MR. KLIPPENSTEIN:
And, in that context, would you agree with me that, if Hydro One is owned by the government of Ontario, and is the largest distribution electrical utility in the province, that it would be reasonable to hope that Hydro One Networks would be a leader, in terms of developing cost‑effective and aggressive and innovative and entrepreneurial programs, to promote conservation on the customer‑side of the meter?

831

MS. ROSSINI:
I'm not sure what you mean "customer‑side" of the meter, but leadership in the distribution business, yes.

832

MR. KLIPPENSTEIN:
Okay. Thank you.

833

The second topic I'd like to touch on is that of smart meters.

834

Mr. Chair, I've prepared a chart comparing smart‑meter budgets. And we've distributed it to my friend and the company, earlier, and ‑‑ in the hearing room. And, if there's no objection, I wonder if that could be made an exhibit?

835

MR. KAISER:
Certainly.

836

MR. LYLE:
We'll mark that as Exhibit E.1.4, Mr. Chair.

837

EXHIBIT NO. E.1.4:
CHART ENTITLED "SMART‑METER BUDGET AND THE TOTAL MARR CONSERVATION BUDGETS FOR SELECTED ONTARIO ELECTRIC UTILITIES", PREPARED AND FILED ON BEHALF OF POLLUTION PROBE

838

MR. KLIPPENSTEIN:
Thank you.

839

Now Pollution Probe very strongly supports smart meters, and thinks they are great, but I don't think that means that we can't check to see whether we've got the right balance and the optimal mix of programs in your package. So I'm going to ask some questions, with that in mind.

840

If you could take the chart, which is headed "Smart‑Meter Budgets and the Total MARR Conservation Budgets for Selected Ontario Electric Utilities" Exhibit E.1.4, do you have that handy? I speak generically to the panel and if you ‑‑ whoever wants to answer ‑‑ or if you want to answer in unison, as your counsel suggested this morning, that's fine, too.

841

MR. ROGERS:
Why don't you direct the questions to Mr. Stevens, for the time being.

842

MR. KLIPPENSTEIN:
Sure. On this topic, that's right, I recall, yes.

843

Mr. Stevens, according to this chart, we have listed Hydro One Networks as planning to spend $14.9 million on smart meters; is that right?

844

MR. STEVENS:
That's correct.

845

MR. KLIPPENSTEIN:
And we calculate that to be 38 percent of the MARR funding for Hydro One Networks. Can you take that calculation, subject to check? Or is it ‑‑ do you know ‑‑

846

MR. STEVENS:
That's correct. We've calculated that, that's correct.

847

MR. KLIPPENSTEIN:
Now the chart also shows proposed smart‑meter spending of ten other electric utilities ‑‑ nine others, in addition to Hydro One Networks. When you look at that list, would you agree with me that those are many of the large and medium‑sized LDCs in Ontario?

848

MR. STEVENS:
That is a sample of some.

849

MR. KLIPPENSTEIN:
Yes.

850

MR. STEVENS:
Correct.

851

MR. KLIPPENSTEIN:
And, when you look at the numbers, their smart‑meter budgets vary from zero to 18 percent of their MARR spending. Is that fair?

852

MR. STEVENS:
For this sample, that appears to be correct ‑‑

853

MR. KLIPPENSTEIN:
For the sample, yes.

854

MR. STEVENS:
‑‑ I have not done the calculation, so I'll trust you and your use of Excel.

855

MR. KLIPPENSTEIN:
And the average of those percentages, if you take our calculation, for now, is ten percent of the MARR spending. Does that look about right to you?

856

MR. STEVENS:
Again, based on this select sample.

857

MR. KLIPPENSTEIN:
And, if Hydro One's smart‑meter budget used that comparison number, and equalled 10 percent of its MARR spending, the smart‑meter budget for Hydro One Networks would fall by 10.95 million to 3.95 million, and that 10.95 million difference would be available for other programs. Is that fair?

858

MR. STEVENS:
Again, following your line of reasoning, that looks to be correct.

859

MR. KLIPPENSTEIN:
Right. Thank you.

860

Now, I'd like to look at two other possible program areas, with that possible reallocation concept in mind. And that brings me to my third area of questioning, which is air‑conditioning.

861

Figures were mentioned earlier about the role of air‑conditioning in Hydro One Network's summer peak. And I wonder if you could turn to the Hydro One Network's plan, page 6, which has figure 3 on it. Do you have that in front of you?

862

MR. STEVENS:
Yeah.

863

MR. KLIPPENSTEIN:
Do you have that?

864

MR. STEVENS:
Yeah.

865

MR. KLIPPENSTEIN:
And, according to that chart, as was, I think, alluded to this morning, air‑conditioning represents 27 percent of Network's summer peak demand; is that right?

866

MS. ROSSINI:
Yes, that's correct.

867

MR. KLIPPENSTEIN:
And similarly, air‑conditioning represents 37 percent of provincial summer peak demand; is that right?

868

MS. ROSSINI:
Yes, that's correct, all sector.

869

MR. KLIPPENSTEIN:
And so air‑conditioning is the largest single category of demand in the summer peak; is that fair?

870

MS. ROSSINI:
Yes, it's the largest contributor, or the largest driver.

871

MR. KLIPPENSTEIN:
Yes. Thank you.

872

Now, I'd like to turn you to Dr. Hill's evidence, on behalf of GEC, and, specifically, to appendix B of that evidence. So that's Dr. Hill's evidence, and to appendix B of that evidence.

873

MS. ROSSINI:
Is there any page number?

874

MR. KLIPPENSTEIN:
In appendix B, I'm going to ask you to turn to the fourth page. Now ‑‑

875

MR. ROGERS:
Mr. Chairman, may I ask my friend just to tell us, where do we find this? What is appendix B? Is this the New Jersey ‑‑

876

MR. KLIPPENSTEIN:
It's the "Long Island ‑‑" it's entitled "Long Island Power Authority Clean Energy Portfolio Summary and Residential New Construction Program Plan", and it follows after appendix A, which is Dr. Hill's resume.

877

That's right, yes, I believe you have it.

878

MR. STEVENS:
I thought you said Long Island.

879

MR. HALL:
I think the confusion is, Mr. Klippenstein, is that both the Long Island and the New Jersey are both titled "appendix B: ‑‑

880

MR. KLIPPENSTEIN:
All right.

881

MR. HALL:
‑‑ in your material.

882

MR. KLIPPENSTEIN:
Okay. We're talking about the Long Island Power Authority, yes. Thank you for that.

883

MR. ROGERS:
Do we have it, panel?

884

MR. HALL:
Yes.

885

MR. KLIPPENSTEIN:
Thank you for that clarification. I'm sorry.

886

And on page 4 of that appendix B 1 or B 2 ‑‑ the pages aren't numbered, but it's the fourth page, containing subheading "C: Residential HVAC".

887

MR. STEVENS:
I can't find it. This is not a smart metering questioning then I'm probably safe to ‑‑

888

MR. KLIPPENSTEIN:
Yes, this is air conditioning, so I don't know if that's Mr. Hall or Ms. Rossini.

889

MS. ROSSINI:
Okay.

890

MR. KLIPPENSTEIN:
And do we have the fourth page with the heading, "Residential HVAC"?

891

MR. HALL:
Yes.

892

MS. ROSSINI:
Pardon me? The last paragraph on the page?

893

MR. KLIPPENSTEIN:
Yes. Thank you.

894

Now, I'm proposing to read several sentences under that heading. And I apologize for the length of reading it, but it's quite detailed and I want to ask you some questions about the details of that in relation to air conditioning. So if I could just read that to you on the record, with apologies.

895

It says: "Most Long Islanders replace their air conditioners or heat pumps every 15 years or so. They most often choose the least‑efficient equipment available on the market. At the same time, the new equipment is often oversized and improperly installed, which leads to major efficiency losses, reduced comfort increased maintenance costs and shorter equipment life. The duct systems used by most of these air conditioners and heat pumps are very leaky, further exacerbating efficiency and comfort problems. Opportunities for improving equipment efficiency, installation practices and duct system problems are usually ignored because they add cost in an extremely competitive low‑bid business. In addition, many contractors lack adequate training on system sizing and installation. Few customers are aware of the resulting efficiency, comfort and cost penalties. Those that are aware have no easy way to identify quality contractors."

896

"This program ties into regional and national efforts to familiarize contractors and consumers with high‑efficiency choices when they replace air‑conditioning equipment. It will provide rebates to customers to ease the financial burden of more efficient equipment and duct repair. The program will train contractors in the sizing and installation procedures that will be mandatory to qualify for rebates. It will also promote the certification of quality contractors. The long‑term goal of the program will be to make choosing high‑efficiency a routine part of air‑conditioning replacements."

897

Now, keeping in mind that, as we saw, air conditioning represents some 27 percent of the summer peak demand, does Hydro One Networks have any programs planned that would touch on any of the points or issues that appear in the discussion I just read to you on air conditioning?

898

MR. HALL:
Not directly. The efficiency standards is something that the provincial and federal governments have been looking at.

899

MR. KLIPPENSTEIN:
Mm‑hm.

900

MR. HALL:
And just yesterday the provincial government announced that they are moving ahead with regulations on efficiency. Current Energy Star ratings are at a SEER of 12 and, in fact, the new standards that the federal and provincial government will be putting in place are 13. So the new minimum efficiency standards will be higher than the current Energy Star until they are redone. So we have no plans at this point to try and get people to buy Energy Star when the minimum efficiency will be greater.

901

MR. KLIPPENSTEIN:
So there's no program in your plan to deal with the air conditioning residential high‑efficiency issues.

902

MR. HALL:
Not at this time, no. The minimum standards will exceed current Energy Star levels.

903

MS. ROSSINI:
Let me just clarify. We do have an air conditioning program, that's the load control program. The central target of that is to deal with central air conditioning in the residential sector, and I think that's $4.7 million. On the efficiency standards effort, we did contribute to or participate in the work that was done to develop the new SEER recommendation. I believe that was done under the office of efficiency at the federal level, and they asked us for our opinions and our work. We provided staff to that effort to help the load analysis and that other kind of work, some of our engineering staff and our load staff.

904

MR. KLIPPENSTEIN:
All right. Would you agree with me that the various techniques and programs that are identified in the section I just read from the appendix would possibly or probably be applicable in Ontario?

905

MS. ROSSINI:
In terms of the standards?

906

MR. KLIPPENSTEIN:
No.

907

MS. ROSSINI:
What's ‑‑

908

MR. KLIPPENSTEIN:
In terms of the issues related to air‑conditioning efficiency and the possible solutions that were discussed in the section I read out. Would you agree with me that those issues and those possible solutions are possibly or quite probably equally applicable in Ontario?

909

MR. HALL:
We would have no reason to expect that ducting in Ontario would be either substantially better or worse than in Long Island. However, as we discussed, the efficiency standards in Ontario will be substantially enhanced. Those minimum standards would be better than current Energy Star.

910

MR. KLIPPENSTEIN:
But other than your reference to efficiency standards, you don't have any program or budget plan to address the items raised in the paragraph or two that I read you, as I understand it.

911

MS. ROSSINI:
I don't think that's correct. I think we've said we're addressing central sir conditioning and we're addressing that through load control. Now, when we were talking to other vendors, Long Island we did look at that very briefly, mostly through external suppliers. And our understanding was that Long Island Power Authority actually had a load control program that was mandatory in that state and that they had installed 10,000 load control devices in that state. Now, I'm getting that secondhand, not from the Long Island board but from the consultants and vendors that worked in that state.

912

Now, we have not made our load control program mandatory, we've made it voluntary, but I understand that Long Island actually needed ‑‑ the utility in Long Island, as I understood it, had up to six times a year where they could force automatic load control and where the customer was not allowed to manually override it. And the experience there, from the suppliers that we talked to, was up to 10,000 homes. But they went also, I mean they may have gone this route as well, but they also went the load control route, which is the same route we're talking about.

913

MR. KLIPPENSTEIN:
Can you compare the load control route that you're referring to to the efficiency issues and techniques that were in the paragraph that I read?

914

MS. ROSSINI:
Well, the paragraph you read dealt with, sort of, contractors. I can't compare the contractors in Ontario with the contractors in the US, for example, so I'm not quite sure what your question is getting at, sir.

915

MR. KLIPPENSTEIN:
And does your load control, for example, deal with the contractor issues at all?

916

MS. ROSSINI:
Each time we did a competitive tender for the contractors and we chose a certain contractor, so we had control of the contractor in this pilot that we initiated. We controlled the contractors.

917

MR. KLIPPENSTEIN:
Right. Which is different from the situation most residential consumers would face; is that right?

918

MS. ROSSINI:
I don't know. That would be up to the consumer and how they hire their own contractor.

919

MR. KLIPPENSTEIN:
Right. And do you have anything to help the consumer end up with a high‑efficiency air conditioner in those situations in these programs?

920

MR. HALL:
Again, the minimum standard would be a higher standard, SEER 13, which all installers going forward will have to install at that level. I don't think it's for us to take on training all installers in the province on how to install those air conditioners.

921

MR. KLIPPENSTEIN:
Right. Could you turn, then, to page 6 of that same appendix B. Again, the page numbers are not on the pages, but it's subheading G, "Regional Packaged HVAC".

922

MR. ROGERS:
I think that's page 5, Mr. Chairman. There's no page past 4 unless I'm missing something.

923

MR. KLIPPENSTEIN:
Well, I guess I apologize, the pagination may be different or something. But anyway, it's subheading F, "Regional Packaged HVAC", do you have that?

924

MR. HALL:
Yes.

925

MS. ROSSINI:
Under, "Non‑residential Programs" is the big heading.

926

MR. KLIPPENSTEIN:
Yes.

927

MS. ROSSINI:
Okay.

928

MR. KLIPPENSTEIN:
Could you just glance through those two paragraphs or read tham, I won't read them into the record, and confirm that that's dealing with commercial high‑efficiency air conditioning.

929

Could you tell me whether Hydro One Networks has any programs planned that would touch on any of these issues, in the context of commercial customer‑side‑of‑the‑meter high‑efficiency air‑conditioning?

930

MR. HALL:
No, we do not. But, again, these ‑‑ I don't have the SEER reference for this one, but this is part of the new standards announced yesterday by the provincial government. And all installers would be subject to it, and it's not for us to train all installers in the province.

931

MR. KLIPPENSTEIN:
So that's the extent of involvement, or non‑involvement, that you foresee?

932

MR. HALL:
At this point in time, until we know what the new standards are. And if there's a new energy efficiency standard, such as Energy Star, then there may be something in the future.

933

MR. KLIPPENSTEIN:
All right. Thank you.

934

I'd then like to ‑‑

935

MR. ROGERS:
Excuse me ‑‑

936

MS. ROSSINI:
Can I just ‑‑

937

MR. ROGERS:
Ms. Rossini?

938

MS. ROSSINI:
‑‑ clarify? But you're ‑‑ this is talking about switching out air‑conditioners, which have 15 to 20 year lives. It's not dealing with air‑conditioning that's already in service. So, for example, load control air‑conditioning that's already in service, not having to wait 15 years, or not having to wait 20 years.

939

MR. KLIPPENSTEIN:
Okay.

940

MS. ROSSINI:
On our commercial load‑control program, or pilot, we've yet to design that pilot, but it is conceivable that we could do air‑conditioning control for some commercial customers. Like a grocery store, on really hot days, to have them turn down air‑conditioning, and some of the things that ‑‑ they want to be recognized for that. So just like, on smog alert days, commercial customers want to say, We're doing our part for today's peak crisis. We can look at those kind of options, as well. We just haven't contracted for that, or gone long or far enough in the design, yet.

941

MR. KLIPPENSTEIN:
And, again, you made this distinction, I think, at the beginning of your testimony: When you talk about load control versus consumption, load control is measured in kilowatts, right?

942

MS. ROSSINI:
That's the primary driver ‑‑

943

MR. KLIPPENSTEIN:
Yes, and the consumption ‑‑

944

MS. ROSSINI:
‑‑ there could be some savings in kilowatt‑hours, but the primary driver is ‑‑

945

MR. KLIPPENSTEIN:
Okay.

946

MS. ROSSINI:
‑‑ peak.

947

MR. KLIPPENSTEIN:
So the primary driver for load control is reducing the peak; right?

948

MS. ROSSINI:
Yes.

949

MR. KLIPPENSTEIN:
And, on the other hand, as you said, the primary driver in conservation and/or efficiency is reducing kilowatt‑hours, which is the overall consumption.

950

MS. ROSSINI:
Consumption.

951

MR. KLIPPENSTEIN:
Okay. And your programs focus on the former.

952

MS. ROSSINI:
The load‑control programs ‑‑

953

MR. KLIPPENSTEIN:
Yes.

954

MS. ROSSINI:
‑‑ focus, primarily, on the former, but you could get overall consumption savings ‑‑

955

MR. KLIPPENSTEIN:
Yes.

956

MS. ROSSINI:
‑‑ and, in the pilots, we're actually measuring both.

957

MR. KLIPPENSTEIN:
Okay.

958

MS. ROSSINI:
McMaster will be doing that analysis on both the kilowatts and the hours.

959

MR. KLIPPENSTEIN:
Okay.

960

The fourth topic I'd like to touch on is conservation spending in the industrial sector. And if you could turn to page 5 of Hydro One Network's plan.

961

MS. ROSSINI:
Page 5, sir?

962

MR. KLIPPENSTEIN:
Yes. Figure 2 of the table, under the row ‑‑ or in the row entitled "Industrial," the table seems to indicate that industrial customers represent 13 percent of Hydro One Network's load, in terms of gigawatt‑hours; is that right?

963

MS. ROSSINI:
That's right, in terms of consumption.

964

MR. KLIPPENSTEIN:
Okay. Now, how much of your $39.5 million budget is devoted to customer‑side‑of‑the‑meter programs, to increase the energy efficiency of your industrial customers? I'm talking not about load control ‑‑

965

MS. ROSSINI:
I'm not sure I understand the question. Can you rephrase, like, customer‑side or ‑‑ I didn't understand what you said, sir.

966

MR. KLIPPENSTEIN:
Okay. I'm talking about ‑‑ let me repeat that. How much of your $39.5 million budget is devoted to customer‑side‑of‑the‑meter programs, to increase the energy efficiency of your industrial customers?

967

MS. ROSSINI:
I'm not sure what you mean by customer‑side‑of‑the‑meter.

968

MR. KLIPPENSTEIN:
I'm talking about the ‑‑ in the customer's plant.

969

MS. ROSSINI:
Right.

970

MR. KLIPPENSTEIN:
And ‑‑ as opposed to in your ‑‑

971

MS. ROSSINI:
Plant.

972

MR. KLIPPENSTEIN:
‑‑ facilities. Yeah.

973

MS. ROSSINI:
We haven't done an in‑plant, unique design for each customer.

974

MR. KLIPPENSTEIN:
Right.

975

MS. ROSSINI:
We have not embarked on that.

976

MR. KLIPPENSTEIN:
Right. And, quite aside from whether it's unique, is it fair for me to extrapolate that Hydro One doesn't actually have any budget for in‑plant efficiency programs for industrial customers that would be around 13 percent?

977

MS. ROSSINI:
Well, as I said, we didn't look at percentages, or 13 percent. We do have money for the business sector, or residential sector, for load management and for conservation. I think that's in table ‑‑ figure 19, page 26.

978

MR. KLIPPENSTEIN:
Sorry, could you repeat that page again?

979

MS. ROSSINI:
Figure 19 ‑‑

980

MR. KLIPPENSTEIN:
Okay.

981

MS. ROSSINI:
‑‑ page 26.

982

MR. KLIPPENSTEIN:
Oh, yes, yes.

983

MS. ROSSINI:
That's where, instead of doing the summary by program, we've done the summary by customer sector, if you will. So the business sector there, I guess we have a total of $11.2 million when you allocate by business sector, and 6.3 million for smart meters. So I don't know if you consider that, to use your terminology, "customer‑side" or "non‑customer‑side".

984

Load management is 4 million. And load management ‑‑ those are two programs: That's the commercial/industrial load control ‑ at least, that's what its earmarked for ‑ and .5 million for the time‑of‑use rate pilot. And then conservation, we have 0.9 million there, and that includes energy audits and self‑assessments.

985

So, I believe Mr. Hall mentioned, previously, we could have, like, web‑based audits, where the customer can identify the potential, at least, for conservation or improvement within his or her shop ‑‑

986

MR. KLIPPENSTEIN:
Okay, that's ‑‑

987

MS. ROSSINI:
‑‑ some of those, yes.

988

MR. KLIPPENSTEIN:
As I said, I'm interested in the stuff that's directed to industry and the stuff that's not directed at load management. So I'm directed at actual consumption efficiency in the industrial sector.

989

Now, you referred me to the part of the chart entitled "Business", which could be a wide variety of commercial and industrial and other similar ‑‑

990

MS. ROSSINI:
Right.

991

MR. KLIPPENSTEIN:
‑‑ I would imagine. And can you tell me whether the category identified on your other chart as being "Industrial", at 13 percent ‑‑ what efficiency programs you have addressed to that?

992

MS. ROSSINI:
We're in the process of actually doing our customer surveys for the industrial base and for the manufacturing base. What we found, there isn't a, sort of, one‑size‑fits‑all when you deal with this segment, the industrial base. The commercial base is a little easier, but the industrial base isn't. So we haven't developed the ‑‑ sort of, one program that could be uniformly offered.

993

We're in the process of working with AMPCO, AMPCO's base is largely industrial. We've also been working with Canadian Manufacturers and Exporters. They've asked us to assist with customer surveys and customer focus group discussions. So the Ministry of Energy supported that effort, and we've also supported that effort. So those ‑‑ finding out what the customers want in those sectors is currently underway.

994

MR. KLIPPENSTEIN:
Okay. But can I ‑‑ is it fair for me to extrapolate from that and say, as I understand it, you haven't identified an actual budget that's directed at that 13 percent industrial for conservation measures. Now, you've mentioned a couple of things, but it doesn't sound to me like you've got a targeted budget for that 13 percent industrial, focused on, not load management, but actual efficiency. Is that fair?

995

MS. ROSSINI:
No, it would be included in the .9 and the 4 million for load control. It's not a separate conservation budget.

996

MR. KLIPPENSTEIN:
Now, I ‑‑ load control is one thing, it's reducing peak.

997

MS. ROSSINI:
Yes.

998

MR. KLIPPENSTEIN:
I'm interested in the actual efficiency, increasing the efficiency, and you referred to the .9 that's identified as conservation.

999

MS. ROSSINI:
Yeah, those are the conservation ones.

1000

MR. KLIPPENSTEIN:
So some of that would go to the industrial sector or is it more business/commercial?

1001

MS. ROSSINI:
Most of that is actually farms, because that's pretty unique in our territory. The industrial, I don't think, would be more than the audits and self‑assessments at this point.

1002

MR. KLIPPENSTEIN:
Okay. All right. Does the 13 percent that I looked at as industrial on the table titled figure 2, does that include the large industrial customers that get their service directly from Hydro One Networks from the transmission network?

1003

MS. ROSSINI:
No, this is the distribution load, this is only the distribution load.

1004

MR. KLIPPENSTEIN:
Okay.

1005

MS. ROSSINI:
I mean, the rates are structured sort of residential classes and general services classes.

1006

MR. KLIPPENSTEIN:
Yeah.

1007

MS. ROSSINI:
So commercial/industrial is general service, so the way we bill and the way the gigawatt hours come in as general service class. So we know that and we know they're cumulative. Then we use end‑use economic models to actually estimate what's commercial and what's industrial within the general service.

1008

MR. KLIPPENSTEIN:
Okay. I'd like to get an estimate of what is the approximate magnitude of the electrical ‑‑ electricity consumption of the large industrials that get their service directly from Hydro One Networks' transmission, that's the INCOs, the Falconbridges and all those. In other words, compared to the 3,042 gigawatt hours that you've listed there, do you think a roughly equivalent amount would be for the big industrials that are directly served?

1009

MS. ROSSINI:
I don't know on the transmission system what the load would be there.

1010

MR. KLIPPENSTEIN:
How many direct industrial customers does Hydro One Networks have roughly?

1011

MS. ROSSINI:
Off the distribution?

1012

MR. KLIPPENSTEIN:
No, off the transmission, direct off the transmission. Are there 100?

1013

MS. ROSSINI:
Probably 100. I think off distribution we have 40‑something, 47. I could get you the exact number.

1014

MR. KLIPPENSTEIN:
I'm not interested in the transmission.

1015

MS. ROSSINI:
Well, the program is a distribution program. I know that for our distribution programs, we have probably ‑‑

1016

MR. ROGERS:
He doesn't want to know that. He wants to know transmission and you don't know the answer.

1017

MS. ROSSINI:
I don't know transmission, sir.

1018

MR. KLIPPENSTEIN:
Would you undertake to give me the number ‑‑ first of all, A, the number or approximate number of industrial customers of Hydro One Networks taking their power directly from the transmission system. And the reason is I want to get a sense of how much consumption there is that might conceivably benefit from conservation and efficiency programs.

1019

MR. ROGERS:
Mr. Chairman, I don't want to be helpful, but this is a distribution program. I fail to see how the transmission systems customers have anything to do with we're talking about. I'm just worried about giving an undertaking. I mean, I'm quite happy to, it's in the public domain. I'm sure it can be provided, but I was hoping to finish this case fairly quickly and I didn't want to have outstanding undertakings.

1020

MR. KAISER:
Did you also want the volumes or just the numbers?

1021

MR. KLIPPENSTEIN:
I want the volumes as well, and I'm content with an estimate. And Ms. Rossini guesstimated 100, and this is a general discussion, I think, so I ‑‑

1022

MR. KAISER:
Maybe you can help Mr. Rogers and me. Where is all this going?

1023

MR. KLIPPENSTEIN:
Where this is going is to get a sense of whether there is a very large potential area of consumption that is falling through the cracks, in terms of planned efficiency and conservation programs. And we've seen that industrial is 13 percent of overall consumption, and that doesn't even include this perhaps 100 direct industrials, so there may be a very large thing to consider there.

1024

MR. KAISER:
I understand.

1025

MS. ROSSINI:
I can give you the numbers that we have on distribution and maybe if we can see that's the type of numbers you want on transmission.

1026

MR. KAISER:
The numbers he wants are straightforward, I think, the number of customers and the volume that they represent.

1027

MS. ROSSINI:
The volumes.

1028

MR. HALL:
As Mr. Rogers said, there would be no problem giving those numbers. I'm just curious, are we suggesting that we should be using the third stage of MARR that's charged to distribution rates to carry out transmission programs for industrial customers?

1029

MR. KLIPPENSTEIN:
It's a possibility it might make sense.

1030

MR. ROGERS:
That's my point, but we can get the information.

1031

MR. KAISER:
We can leave that all for argument. Is an undertaking sufficient, Mr. Klippenstein?

1032

MR. KLIPPENSTEIN:
I think that's correct.

1033

MR. KAISER:
I'm sure they can find it ‑‑

1034

MR. HALL:
Number of direct effected transmission customers and the consumption in gigawatt hours.

1035

MR. ROGERS:
We'll try to deal with that.

1036

MR. HALL:
We'll try to get that together.

1037

MR. LYLE:
We'll mark that as Undertaking F.1.1. Just following up with Mr. Rogers's point about timing of the proceeding, do you have a sense of how long it would take you to get that response?

1038

MR. HALL:
It should be no problem to have it early tomorrow.

1039

UNDERTAKING NO. F.1.1:
TO PROVIDE THE NUMBER OF DIRECT TRANSMISSION CUSTOMERS ON THE HYDRO ONE NETWORKS TRANSMISSION SYSTEM AND THE CONSUMPTION OF SAID CUSTOMERS IN GIGAWATT‑HOURS

1040

MR. ROGERS:
It will be possible tomorrow morning.

1041

MR. KLIPPENSTEIN:
I will be content with whatever numbers Mr. Rogers's tosses off right now.

1042

MR. KAISER:
He would prefer to get you the right numbers.

1043

MR. HALL:
It should be in our annual report, it's on the web.

1044

MR. ROGERS:
If the Board does take a break, I'll try to get it over the break.

1045

MR. KLIPPENSTEIN:
I take it from the discussion that there isn't really any substantial amount of this conservation ‑‑ of the third installment of MARR being directed to these direct industrials.

1046

MS. ROSSINI:
Transmission customers?

1047

MR. KLIPPENSTEIN:
That's right.

1048

MS. ROSSINI:
I had people ask. I had people like AMPCO ask, and we said no.

1049

MR. KLIPPENSTEIN:
Is there a reason for that? Because as I say, it appears to Pollution Probe that there's maybe large opportunities slipping through the cracks there.

1050

MS. ROSSINI:
But this is being paid for by our distribution customers. So we're not subsidizing our transmission customers with the distribution rates. These programs are through the third stage of MARR, as Mr. Hall said. That's a distribution rate tariff increase and so we kept that quite intentionally within the distribution business and not in the transmission business.

1051

MR. KLIPPENSTEIN:
Okay. Do you anticipate that the company would come forward to the Board at some point to seek approval of an efficiency program that would address those transmission direct customers? If you don't see it as appropriate in this particular application, is there a chance that the company would come forward with a separate application?

1052

MS. ROSSINI:
I don't know at this time. I think, first of all, we're going to talk to our customers and see what they have to say. And as I say, we're in the process of doing those surveys right now. We've also agreed to do focus groups with that customer base, so a large part is listening to what the customer wants.

1053

MR. KLIPPENSTEIN:
Do you ‑‑

1054

MS. ROSSINI:
Also, I have to add that in the transmission customer, those customers really are pretty active in the market, so they've ‑‑ you know, they watch the commodity pretty quickly, they focus in and out. They also usually have plants in other jurisdictions. So when we have talked to them, they ‑‑ you know, they say stuff like why don't you do what PJM does or why don't you let us do what Alberta does? So when they talk about things, they're not looking for air‑conditioning efficiency standards, they're looking for things like ‑‑ that the market should be different.

1055

MR. KLIPPENSTEIN:
Would you see the logic in me suggesting that Hydro One Networks could take a leadership role in that industrial sector of the customers that are coming directly off the transmission line with energy‑efficiency programs and I'm saying this in the context of what we reviewed at the very beginning, about the government's goals, the Premier's goals. And do you see the logic in Hydro One Networks considering ‑‑

1056

MS. ROSSINI:
The point I'm ‑‑

1057

MR. KLIPPENSTEIN:
‑‑ the leadership role?

1058

MS. ROSSINI:
‑‑ I was trying to make is that those customers are already, really, pretty active in controlling their loads, and getting their consumption down. What our research shows is this little, sort of, mid‑sized customers that really are missing that opportunity, that are ‑‑ they don't have staff, they don't have plants all over, you know, they're really ‑‑ they don't have the staff, they don't have that expertise. When you're getting at a customer in the 5‑megawatt load or 10‑megawatt load, they're pretty good at even having an energy manager: That's a full‑time job for that type of customer. It's the customers that are, like, that 500‑kilowatt, 2‑megawatt ‑ and those are, typically, distribution customers, not, necessarily, transmission customers ‑ that they don't have the resources to even get their head around that problem.

1059

MR. KLIPPENSTEIN:
Would you agree with me that, if there are, let's say ‑‑ there's 20 or 50 or 100 of the industrials that come directly off your transmission line, that there is likely to be a role for Hydro One Networks in working on conservation programs? Because you are likely to be able to have a degree of knowledge that you could develop that would, even, either compliment, or exceed, what the people that you're talking about would have. Is that fair?

1060

MS. ROSSINI:
Certainly, if it's decided, as a public policy objective, to extend this it to transmission, of course, we'd have a leadership role, there, in transmission.

1061

MR. KLIPPENSTEIN:
Thank you.

1062

The fifth and last topic I'd like to address is avoided costs, and I know this was touched on before. If you could turn to Hydro One's plan, page 2. Under the heading "Cost‑effectiveness", I'd just like to read the first sentence, quote:

1063

"Given the current dynamics in Ontario's electricity market, the resulting lack of published system avoided costs, and the fact that the proposed conservation bureau has not been established, there is currently an inability to apply proposed cost‑benefit tests that put supply and demand on equal footings."

1064

I'd like to explore that a little bit, and I want to ask about whether Hydro One Networks has estimates of its transmission and distribution avoided costs? Or is this what, I think, Mr. Hall mentioned, earlier, you expect to have available soon; is that right?

1065

MR. HALL:
That's right. The first cut at distribution avoided costs, we'll have later in February, or, possibly, March. And I believe that that model will be able to be used to do the transmission. Work has not been done yet on the transmission.

1066

MR. KLIPPENSTEIN:
Okay. Then let me ask about the third category, which is generation. Can you give me a better idea of when the transmission models and numbers that you talked about will be ready?

1067

MR. HALL:
It shouldn't ‑‑

1068

MR. KLIPPENSTEIN:
Avoided costs.

1069

MR. HALL:
My assumption would be it wouldn't take long to substitute transmission numbers for the distribution numbers, but I don't, actually, even know that the first cut of the distribution numbers will be satisfactory, since it's hard to pin down.

1070

MR. KLIPPENSTEIN:
All right.

1071

MR. HALL:
I would expect within a month, or so, after we're happy with the distribution numbers, we could have transmission numbers.

1072

MR. KLIPPENSTEIN:
So you have ‑‑ you expect distribution numbers what, within a month, or something like that?

1073

MR. HALL:
At this point in time, yes.

1074

MR. ROGERS:
First cut, he said, Mr. Chairman.

1075

MR. KLIPPENSTEIN:
And then you'll turn them over and rework them, and that will be ‑ what? ‑ another month or two, or something like that?

1076

MR. HALL:
As a guesstimate, yes.

1077

MR. KLIPPENSTEIN:
And then a month after that, roughly, you might expect to have transmission?

1078

MR. HALL:
Without having discussed the inputs with, you know, the people building the model, that ‑‑

1079

MR. KLIPPENSTEIN:
I understand.

1080

MR. HALL:
‑‑ would be my understanding.

1081

MR. KLIPPENSTEIN:
Okay. Thank you.

1082

Then, directing your minds to the third category of generation, I understand the qualifiers ‑‑ qualifications you raised this morning. But, with respect to avoided costs in generation, would you agree with me that there's sufficient information and adequate models out there, so that experienced private sector consultants, such as those that advise companies that are considering building generation ‑ consultants such as Navigant ‑ could, in fact, provide reasonable estimates of Ontario's marginal or avoided costs ‑‑ electricity generation costs, now, or shortly?

1083

MR. HALL:
I'm not sure that that's the case. I think in a fully‑functioning open market, that would be the case. I don't think that's necessarily the case, right now, in Ontario. We've got the government with an RFP out for supply, and they haven't awarded all those contracts. And I don't see how a consultant would know what those numbers are going to be, until they are awarded.

1084

MR. KLIPPENSTEIN:
I'm not asking for the ‑‑ or I'm not suggesting that the exact numbers are out, because, well, obviously, those are confidential for each particular company or institution. But my suggestion is that those companies that are proposing to plan or build generation aren't flying in the complete dark. There's enough information in models out there so that an experienced private‑sector consultant can advise these companies ‑ a consultant like Navigant ‑ and they've gone done so, I believe, even in the Board setting, here. Is that fair?

1085

MR. HALL:
Historically ‑‑ right now, they're not building on spec. They're bidding to the government to say, We'll give you so much power at X price. So I'm not sure what their ‑‑ I guess they had some advice on what price to bid, so they might ‑‑

1086

MR. KLIPPENSTEIN:
Right.

1087

MR. HALL:
‑‑ send in a proposal.

1088

MR. KLIPPENSTEIN:
So they're not just picking numbers out of hats, and ‑‑ they're making reasonable assumptions and calculations, isn't that pretty obvious?

1089

MR. HALL:
I'd have to assume they're making reasonable assumptions.

1090

MR. KLIPPENSTEIN:
Yes. And there are consultants whose practice it is ‑‑ are you familiar with Navigant?

1091

MS. ROSSINI:
My understanding is that Navigant was hired by the Ministry of Energy to assist them with the 2,500‑megawatt RFP proposals that are out. That's my understanding. So, if Navigant has better information, it's because they have been contracted to actually look at those bids that are coming in for the 2,500‑megawatts.

1092

MR. KLIPPENSTEIN:
Well, are ‑‑ do you ‑‑ are you aware of other consultants in that same field, providing those kinds of estimates? I think there are probably estimates ‑‑

1093

MR. HALL:
We're not in generation, so I'm ‑‑

1094

MR. KLIPPENSTEIN:
Right. Sure.

1095

MR. HALL:
‑‑ not sure who they are, but I'm sure there are others.

1096

MS. ROSSINI:
Navigant has met with us. They asked to meet with us twice. And in the two meetings, where we met with them face‑to‑face, they never once pitched me the idea that they could do an avoided‑cost test for us.

1097

MR. KLIPPENSTEIN:
Right. You were meeting on something else, I guess, I take it.

1098

MS. ROSSINI:
I met at their request. They have a lot of experience in California ‑‑

1099

MR. KLIPPENSTEIN:
Right.

1100

MS. ROSSINI:
‑‑ designing programs.

1101

MR. KLIPPENSTEIN:
Right.

1102

MS. ROSSINI:
At that point, we were researching other jurisdictions, we wanted to know what worked, what didn't work. And we talked about the types of things that worked in California that could work here, and the types of things that worked in California that, Don't bother trying here, because they didn't work.

1103

MR. KLIPPENSTEIN:
And are you aware, from your own knowledge or information, whether Navigant, in fact, does prepare avoided cost for generation ‑‑ in the generation sector? Do you know if that's what they do ‑‑ one of the things they do?

1104

MS. ROSSINI:
As I said, they were hired by the Ministry of Energy, is my understanding, to work on the 2,500‑megawatt proposal. That's bids for generation ‑‑

1105

MR. KLIPPENSTEIN:
Right.

1106

MS. ROSSINI:
‑‑ so I don't know what they're using. I don't know if they're just looking at the bids that are coming in. I don't know if they take those bids and then compare them to the costs of Pickering refurbishment, you know, the $900 million. I don't know if they look at renewables, there's 395 megawatts of renewable. There's the Niagara Beck tunnel. Those are all published transactions of the Ministry of Energy ‑‑

1107

MR. KLIPPENSTEIN:
Right.

1108

MS. ROSSINI:
‑‑ and I don't know what they're looking at in those contracts.

1109

MR. KLIPPENSTEIN:
Right. If, in fact, Pollution were to submit, in this case, a suggestion to the Board that the Board should direct Hydro One Networks to hire a consultant to provide Hydro One with estimates of Ontario's marginal electricity generation costs for each of the next 15 years, given the importance and usefulness of such avoided cost numbers, would you have any objection to that?

1110

MS. ROSSINI:
I would not be able to execute that. I would not know where to go for the data. I don't think a consultant can get data that Hydro One can't get. I mean, when we try to get data even for planning of our lines, we're not given data from IMO on generation costs. So I just don't know where we would do and ‑‑

1111

MR. KLIPPENSTEIN:
Would Hydro One be willing to make inquiries along that line to see whether, in fact, there are such consultants who would have an adequate degree of information and expertise in models to see whether that's possible.

1112

MS. ROSSINI:
My understanding is the Conservation Bureau is going to do the cost/benefit analysis. I've confirmed that with them twice. So I don't know why I would undertake something that I can't use for my customers and that I have no data access to and that's not really within my business mandate.

1113

MR. KLIPPENSTEIN:
When you mention that it's not useful for your customers, would you agree that if such a thing was available, it would be of assistance in designing and providing the cost‑effective conservation programs?

1114

MS. ROSSINI:
It would be an additional piece of information.

1115

MR. KLIPPENSTEIN:
Right.

1116

MS. ROSSINI:
It's not the ‑‑ really at the top of my list. I know when I talked to customers, I mean, the questions they have for these programs are really, really basic. It's, What do I have to do? What does the utility have to do? How many times is the utility going to bug me, come to my door? And how much are they going to save? And I don't know how I use the avoided cost of generation to say necessarily to that customer, You're going to save $5 a month or you're going to $3 a month. It's an additional piece of information.

1117

MR. KLIPPENSTEIN:
It would be useful in program design; wouldn't you agree with that?

1118

MS. ROSSINI:
I don't know yet.

1119

MR. KLIPPENSTEIN:
All right. I have no further questions.

1120

Thank you, members of the panel. Thank you, Mr. Chair.

1121

MR. KAISER:
Thank you, Mr. Klippenstein.

1122

Mr. Adams.

1123

CROSS‑EXAMINATION BY MR. ADAMS:

1124

MR. ADAMS:
Thank you, Mr. Chair.

1125

Just to clear up a matter that was just previously discussed, would you agree with me that all your industrial direct ‑‑ or all of Hydro One's direct industrial transmission customers are wholesale market participants?

1126

MR. HALL:
I'm not sure on the transmission side, but I believe that's the case, yes.

1127

MR. ADAMS:
Let's accept for the moment that they may be. If they are, would they have an opportunity to participate in the IESO's transitional load control programs?

1128

MR. HALL:
Yes, they would.

1129

MS. ROSSINI:
Yes, they do.

1130

MR. ADAMS:
Thank you.

1131

Now, panel, there are three areas I want to canvass with you. The first is, how this matter came before the Board. Second, some questions related to monitoring and evaluation, and finally, just some clean‑up items. I'd invite any members of the panel that have anything that they want to add to any of the questions, please chime in.

1132

Now, the origin of the MARR concept arises from, would you agree with me, from the Board's decision RP‑1999‑0034?

1133

MR. ROGERS:
Don't shrug your shoulders, say I don't know.

1134

MS. ROSSINI:
I don't know, sir, sorry. I'm not the regulatory expert.

1135

MR. ADAMS:
Mr. Miller, your utility was active in the RP‑1999‑0034 decision as a member of a coalition with Oakville, Brampton and other utilities.

1136

MR. MILLER:
Not that I recall.

1137

MR. ADAMS:
Prior to your ‑‑

1138

MR. MILLER:
Members of a coalition?

1139

MR. ADAMS:
Yes.

1140

MR. MILLER:
If it was, it must have been before my time. This was 1999?

1141

MR. ADAMS:
It actually happened in early 2000, but it was an RP‑1999 number.

1142

MR. MILLER:
I don't recall being part of a coalition at that particular time.

1143

MR. ADAMS:
Okay. Do any of the members of the panel from Hydro One, the parent, recognize the fact that Hydro One ‑‑ I'm sorry, Ontario Hydro Services Corporation, the predecessor of Hydro One was active in the RP‑1999‑0034 case?

1144

MR. STEVENS:
I don't know.

1145

MR. MILLER:
Do you have a copy of that?

1146

MR. ADAMS:
The decision of the Board?

1147

MR. MILLER:
Yes.

1148

MR. ADAMS:
I don't have a copy of it with me.

1149

MR. ROGERS:
It appears that the case made a smaller impression on the panel than Mr. Adams.

1150

MR. KAISER:
I think that's right, Mr. Adams. I don't think this panel has any knowledge of it.

1151

MR. ADAMS:
Well, let me put to you as a hypothetical that the MARR concept arose by virtue of a decision of this Board in RP‑1999‑0034 that was further spoken to by this Board in a decision RP‑2000‑0069. I know that you don't have direct knowledge about those two cases, but if you can accept my hypothetical to allow me to complete the thought here.

1152

Now, Mr. Miller, do I understand that Brampton has already introduced two tranches of the MARR adjustment into its rates already?

1153

MR. MILLER:
That is correct.

1154

MR. ADAMS:
So you have only one tranche left that will be implemented.

1155

MR. MILLER:
That's correct.

1156

MR. ADAMS:
And that is where the 3.2 million arises.

1157

MR. MILLER:
That's correct.

1158

MR. ADAMS:
And with respect to the other members of the panel, are you aware that, I believe, all of Hydro One Networks' acquired LDCs had enjoyed the MARR provisions from these previous decisions?

1159

MS. ROSSINI:
I'm sorry, what's the question exactly?

1160

MR. ADAMS:
Hydro One acquired some number of utilities, approximately 95. Those utilities, prior to their acquisition by Hydro One, were subject to decisions of this Board with respect to the MARR adjustments for their rates.

1161

MR. STEVENS:
Prior to acquisition, I don't believe that's true.

1162

MR. ROGERS:
Mr. Chairman, I wonder if I could just interrupt, I'm sorry, just to ask Mr. Adams where he's going with this. These panelists are not regulatory people, they don't know much about the regulatory scheme. Most of them have never testified before with the one exception. If he could tell us where he's going, maybe we could agree to his hypothetical and try to answer his question.

1163

MR. KAISER:
Put differently, Mr. Adams, can't we just argue this? These cases are all on the record. If you need to make a submission on these lines, do you really need anything from this panel?

1164

MR. ADAMS:
Here is my confusion here, sir, and perhaps it ought to be dealt with in argument, I'm not certain. The non‑Hydro One distribution utilities were subject to direction from this Board in these decisions that I've previously identified that caused the MARR adjustments. My understanding is that there were no MARR adjustments for Hydro One legacy customers. So the purpose of my questions is to understand where the sum of dollars, approximately $40 million, associated with the MARR adjustments for Hydro One legacy, where is that money coming from? Where is the rate increase? Where is the Board order that brings forward the adjustments that give rise to the MARR amounts for the non‑Hydro One utilities? I understand it for the non‑Hydro One utilities, but I don't understand it for Hydro One legacy.

1165

MR. KAISER:
Well, I think that's a matter between you and Mr. Rogers, we don't need these witnesses to deal with that. That's a legal question and the two of you can argue it.

1166

MR. MILLER:
Just so I can be clear, you understand where Brampton's funding is coming from then.

1167

MR. ADAMS:
You are in a totally different boat. I have no contention with respect to the 3.2 million, that's subject to a Board order, that's very clear.

1168

So perhaps at this point, all I can do is put Mr. Rogers on notice that I have concerns with respect to where the Board order is that gives rise to a MARR adjustment, and whether there's a rate increase coming that we ‑‑ that we don't know about yet, or what the story is.

1169

MR. KAISER:
You understand the issue, Mr. Rogers?

1170

MR. ROGERS:
Well, I do, kind of. It worries me. It sounds like he thinks we're not entitled to the $30‑some‑odd million. But I'll take some advice tonight.

1171

Thank you for the notice. It's a little late, but thank you for it.

1172

MR. ADAMS:
I can further add to the notice, that Mr. Rogers can turn to the RP‑2000‑0069 decision, paragraphs 4.4.1 and 4.4.3, to find there a description of why a MARR adjustment was not required, and not issued by this Board with respect to Hydro One legacy.

1173

MR. ROGERS:
It would have been helpful if I had known this in advance, I'd have an answer for you, sir. But I ‑‑ in fact, my advisor is down trying to find out how many customers there are on the transmission system, at the moment. But I'll deal with it tomorrow.

1174

MR. KAISER:
We'll deal with it tomorrow. You don't need an answer right now.

1175

MR. ADAMS:
No, I'm prepared to move on to another area, sir.

1176

Now, panel members, the next area that I'd like to address with you is questions related to monitoring and evaluation. Were any members of the panel participants ‑‑ or knowledge ‑‑ do you have any knowledge with respect to the DSM programs that the successor for Hydro One, Ontario Hydro, undertook, during its career as a utility?

1177

MS. ROSSINI:
The members of the panel, not specifically, but, on the project team that I assembled, I did, specifically, pick three people that were ‑‑ had experience from the Ontario Hydro era, if you will, working on the DSM at that time.

1178

MR. ADAMS:
When you were identifying the programs that you were going to pursue ‑‑ put forward in this application, was there any learning carried forward from the old Ontario Hydro that was ‑‑ that visited upon your thinking in this case?

1179

MS. ROSSINI:
Yes, there was learning of what to do, and learning of what not to do again.

1180

MR. ADAMS:
Was there any ‑‑ did you gain any guidance from the previous experience with respect to monitoring and evaluation?

1181

MS. ROSSINI:
I'm not quite sure what you mean exactly, monitoring and evaluation.

1182

MR. ADAMS:
Where I'm going with all of this is, I'm trying to understand what your plan is with respect to how you're going to measure avoided consumption. How ‑‑ like ‑‑

1183

MS. ROSSINI:
Well, certainly for the pilot projects, we have done that. We've got a plan for each of the pilots.

1184

So, for example, the real‑time monitoring pilot, and the load‑control pilot, where we've hired McMaster, so we're looking at establishing, first of all, the base‑line consumption for that house. So we have the year's previous bills for that house. So we're going to look at this year's consumption, with the new technology, versus last year's consumption, where they didn't have that technology. Then, through the surveys that we're doing with them, we, also, will identify factors that have to be taken out of that equation. So, like I think I mentioned before, did somebody move out of the house? Did somebody else move into the house? Did they do anything else in that year? So that would be one of the factors that has to be considered.

1185

Another item is something like weather normalization. Did we do ‑‑ was there an extremely hot summer last year and a very mild summer this year?

1186

Those are some of the types of factors. The exact methodology is, actually, going to be done by Dr. Mountain ‑‑ Professor Mountain, and we have not prescribed to him the methodology that he must use.

1187

MR. ADAMS:
How much ‑‑ I assume you have a retainer agreement with McMaster university with respect to this work?

1188

MS. ROSSINI:
We signed a contract with them for these two pilots. He's not on retainer. Future pilots, we will put out to bid for load experts, and other load experts can bid, and he can bid, and he might win or someone else might win.

1189

MR. ADAMS:
So you have a contract. Does the contract stipulate any of the ‑‑ what does the contract stipulate, in terms of the deliverables?

1190

MS. ROSSINI:
With Professor Mountain?

1191

MR. ADAMS:
Yes.

1192

MS. ROSSINI:
Exactly? He has to provide two reports: An interim report and a final report. He has to ‑‑ I don't have the contract with me, but he has to provide answers to the central research questions in the design.

1193

He's also helping design the customer surveys, so that, when we go to the customer and ask for information, he's the one who said what we have to get from the customer: Number of square footage of the house, vintage of the house, number of residents. So he's been helping us design those surveys. So he's been involved in, sort of, every step of the way, if you will.

1194

MR. ADAMS:
Is his report going to be public when it's generated?

1195

MS. ROSSINI:
I haven't thought about that yet.

1196

MR. ADAMS:
Would you have any objection to producing it, for the benefit of the rest of us?

1197

MR. HALL:
No. Certainly the intent ‑‑ if it proves that we should be doing load control, that that would be the basis for making that decision, and, therefore, that would be coming to the Board for approval to do a full program.

1198

MR. ADAMS:
You undertook a survey, April 2004, 500 customers?

1199

MS. ROSSINI:
We undertook two surveys back then, yeah.

1200

MR. ADAMS:
Okay. Are those surveys completed, the reports?

1201

MS. ROSSINI:
The ones in April?

1202

MR. ADAMS:
Yes.

1203

MS. ROSSINI:
Oh yeah. They ‑‑ we did those externally, and they get turned around in about 3 weeks.

1204

MR. ADAMS:
And what did you find?

1205

MS. ROSSINI:
Well, that was early input into what customers were willing to do. There was ‑‑ these were telephone surveys. They last 10 minutes or so. I'm trying to look up the survey now, if you give me a minute, I can find it. So we asked five basic questions. And, once again, I mean, a lot of utilities were doing that. Toronto Hydro was, so we shared ours with theirs, that type of thing.

1206

We, basically ‑‑ well, we found ‑‑ the first question was: Are they motivated to do something about their electricity consumption for a certain level of dollars? At that time, the government was just introducing this 750‑kilowatt threshold, so at 750 you paid 4.7 cents for the commodity, and then went up to 5.5. So, basically, the first question was: How motivated are you to save money? And the money was quoted at $7 to $10 a month. So 76 percent said, Yeah, that level of funding a month was highly motivated, or strongly motivated, to do something about their electricity consumption.

1207

The next series of question went to what motivates them. Was it saving money? Was it the environment? Was it preventing blackouts? Was it preventing ‑‑ was it due to peer pressure? Those were the things. So, on that scale, the highest was saving money, at, for Hydro One customers, 76 percent. Preventing blackouts came in at 68 percent. Helping the environment came in at 60 percent. And peer pressure came in at 10 percent.

1208

Now, I said we did two surveys. We did one of 500 Hydro One customers, and then we contracted another company that just did random Ontario customers, so the Ontario customers weren't, necessarily, Hydro One customers, but they were, roughly, in the same ballpark. For example, instead of 76 percent, it was 65 percent that would be encouraged by saving money.

1209

The next thing we tested in the customer‑opinion poles were: What types of things would the customer be willing to do? And so we gave them a menu of things.

1210

MR. ROGERS:
Excuse me. How many questions are we going to go through here? Well, how many are there?

1211

MS. ROSSINI:
I'm trying to be helpful. There are six questions.

1212

MR. ROGERS:
Oh, okay. I was just wondering about the usefulness of this kind of detail, but if the Board would like to hear it, I'm happy to have her answer.

1213

MR. ADAMS:
I'm fine with the answer.

1214

MR. ROGERS:
Is that enough?

1215

MR. ADAMS:
Yes, I've had enough.

1216

MS. ROSSINI:
Oh, sorry.

1217

MR. ADAMS:
Is Hydro One's business plan currently anticipating a lower peak usage in 2007, relative to your peak usage in 2003? Do you know what your load outlook is for your sales?

1218

MS. ROSSINI:
No, I don't. It would depend what year you're looking at.

1219

MR. ADAMS:
I'm looking at 2007.

1220

MR. HALL:
And specifically distribution?

1221

MR. ADAMS:
Yeah.

1222

MR. HALL:
I don't those numbers here.

1223

MS. ROSSINI:
I know we did factor in reduction in the load forecast to some extent for demand management.

1224

MR. ADAMS:
And how much ‑‑

1225

MS. ROSSINI:
I don't remember what that is. I mean, the load forecast is a number of competing variables, economic performance, GDP, a whole bunch of stuff. I don't have ‑‑ I don't have the ‑‑

1226

MR. KAISER:
If you could you get that number for us, the deduction forecast due to demand management, overnight.

1227

MS. ROSSINI:
It would be an assumption we made.

1228

MR. KAISER:
I understand.

1229

MS. ROSSINI:
It wasn't a target of what we could deliver.

1230

MR. KAISER:
It was an assumption in your forecast.

1231

MS. ROSSINI:
Yeah.

1232

MR. ADAMS:
I'm just looking for their planning basis, for their business planning purposes.

1233

MR. KAISER:
I think that would be helpful.

1234

MR. ADAMS:
What their anticipated peak demand is and what their expected reduction is attributable ‑‑

1235

MR. KAISER:
I'm sure that's readily available, Mr. Adams.

1236

MR. ADAMS:
That's all I was looking for.

1237

MR. LYLE:
Should we give that an undertaking number, Mr. Chair?

1238

MR. KAISER:
Yes.

1239

MR. LYLE:
Mark that as Undertaking F.1.2.

1240

UNDERTAKING NO. F.1.2:
TO PROVIDE PROJECTION OF C&DM SAVINGS FOR 2007 USING PERIOD DATA FROM 2003 TO 2007, AND PROJECTION OF PEAK DEMAND FOR HYDRO ONE NETWORKS FOR 2007

1241

MS. ROSSINI:
Can I clarify, you want that for the year 2007.

1242

MR. ADAMS:
Yes.

1243

MS. ROSSINI:
Like, we don't approve those years. When we go to the board, we would have gone to the board with our budget and business plan reference. What the board approves is the 2005, that would have been the last thing our board saw in October. So I'll take that planning reference and use the 2007 year in that?

1244

MR. KAISER:
Well, I'm confused. Do you have a forecast for 2007 or not?

1245

MS. ROSSINI:
Yes, we do.

1246

MR. ADAMS:
If we could have the 2007 forecast and comparable information for current usage for recent past years. So you may not have 2004 data completed, but you would have 2003.

1247

MS. ROSSINI:
Yes, we do.

1248

MR. ADAMS:
If we could have just have the before and after, from 2003 to 2007, that would be helpful.

1249

MS. ROSSINI:
Okay.

1250

MR. ADAMS:
Just a couple of clean‑up areas from previous discussions. Mr. Miller, do you have an inventory of the bulk metered multi‑occupancy building stock that your utility serves?

1251

MR. MILLER:
Sorry, an inventory of ‑‑

1252

MR. ADAMS:
Let me just explain here where I'm going with this. Mr. Rogers, having been around these processes for many, many years would have heard me express complaints about bulk metering and flat‑rate water heaters for some decades, but I'm still on it.

1253

MR. ROGERS:
I still enjoy it, so go ahead.

1254

MR. ADAMS:
We have in Ontario thousands and thousands of multi‑occupancy buildings that have master meters. They don't have submetering for condominiums and apartments, and this has been recognized as a big conservation problem, going back to the Porter Commission in 1981. My question is: Does Brampton have any knowledge about how much of this problem you are currently serving as electricity distribution customers?

1255

MR. MILLER:
Just soy understand the type of meter you're referring to, you're talking, let's say, a residential‑type of apartment that has one meter supplying the whole apartment.

1256

MR. ADAMS:
Master meter, that's correct.

1257

MR. MILLER:
Yes, we would have that information. I believe we're required to stock that as part of the pricing, the 4755, so we should have that information available.

1258

MR. ADAMS:
I looked through your program, I didn't see anything in your program that specifically related to bulk metering and the inefficiencies associated with it, and any programs that you might be anticipating to help deal with this problem. Was I missing something?

1259

MR. MILLER:
No, no, that ‑‑ we have started to see a new trend with buildings wanting to put in individual metering for each individual apartment, but we're not in a position to force an existing building into meters for each individual unit.

1260

MR. ADAMS:
So you're not planning any programs to introduce submetering?

1261

MR. MILLER:
Not at this point in time, no.

1262

MR. ADAMS:
Does the rest of Hydro One have inventory of bulk metered buildings?

1263

MR. STEVENS:
I'm not aware of that.

1264

MR. ADAMS:
Do you have any plans for submetering?

1265

MR. STEVENS:
This was one of the items that was discussed at the implementation plan, you might be well aware of that as well, but just wasn't taken on at this point in time. If the plan changes to include that, then we would adjust our smart metering program accordingly.

1266

MR. ADAMS:
Do any of you utilities serve any flat‑rate water customers, maybe under the acquireds?

1267

MR. STEVENS:
We have actually, I believe, attempted to remove all of those. I can't speak for the acquireds because I'm not sure.

1268

MR. MILLER:
Brampton no longer deals with electric water heaters.

1269

MR. ADAMS:
Right on.

1270

MS. ROSSINI:
Hydro One sold the electric water heater business as ‑‑ to Union Gas.

1271

MR. ADAMS:
The only bad one that I'm aware of is Toronto. It still has flat‑rate water heaters.

1272

Mr. Stevens, just to follow up on a comment you made earlier, am I to understand that you're anticipating that with your current proposed metering programs that you're not anticipating any major CIS changes; is that correct?

1273

MR. STEVENS:
What I said is when we do the conversion of the greater than 200 kilowatt customers, we anticipate we can get by with our current suite of software. So that's the additional 1,500 that we've identified.

1274

MR. ADAMS:
So that means no major CIS changes?

1275

MR. STEVENS:
For those customers, that's our current belief.

1276

MR. ADAMS:
And in the costing for your metering programs that you've produced, does that include write‑offs for existing meter assets that may be caught up in these change outs?

1277

MR. STEVENS:
Not in the funding that's here, no, it does not.

1278

MR. ADAMS:
Do you have any ballpark estimates for how much write‑off we're talking about?

1279

MR. STEVENS:
I don't at this time, but I believe we submitted those numbers to the Board so I could probably get them.

1280

MR. ADAMS:
But these write‑office would be part of wider write‑off requirements for your entire obsolete metering stock; is that fair?

1281

MR. STEVENS:
We would follow the Board's policy on that when it's fully developed.

1282

MR. ADAMS:
But just suffice to say when we're looking at these numbers they do not reflect any writedowns on existing assets.

1283

MR. STEVENS:
That's correct.

1284

MR. ADAMS:
All right. Fair. Just one final area. When Milton Hydro appeared here before the Board, Milton discussed its metering program and it was ‑‑ it's quite an advanced metering program by its standards, in comparison, benchmarked against the rest of the distribution utilities in the province. And there was a suggestion from the Chair that Milton's experience with metering might be very beneficial to other utilities. Has Hydro One availed itself of any of that learning from the Milton experience and if so, what?

1285

MR. STEVENS:
Actually, we talked a fair bit. We were on, again, the same OEB working group in developing the implementation plan so we talked about it. As I mentioned earlier, we've got a different set of challenges that even Milton does, even though they do have some rural customers. They don't have rural customers where we have rural customers, and the propagation of certain telecommunication technologies is certainly a lot different in Milton than it is in the bulk of our area. So even though we have talked to them in the past, and probably will continue that dialogue, at this point, I'm not sure how much we can actually learn from them, but we'll follow up with that.

1286

MR. MILLER:
Brampton's plan is to communicate with a variety of LDCs that have pilots already going. We do have money in, therefore, a pilot, but we figure it would be much more cost effective to take a look at our information and compare that with other LDCs as well to see what is the best technology available.

1287

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

1288

MR. KAISER:
Thank you, Mr. Adams.

1289

Mr. Lyle.

1290

CROSS‑EXAMINATION BY MR. LYLE:

1291

MR. LYLE:
Thank you, Mr. Chair.

1292

Panel, if I could turn you to page 4 of your evidence. Down at the second‑last paragraph of this page, the first sentence reads: "Our two companies are proposing to follow a pilot project approach to confirm the costs and benefits before full scale programs are initiated."

1293

I believe, Mr. Hall, you testified earlier that the residential load control pilot program will be completed in 2005; is that correct?

1294

MR. HALL:
That's correct.

1295

MR. LYLE:
Is that the case for all of the pilot programs?

1296

MR. HALL:
They would not all be completed in 2005, no. The realtime monitor would be. The CNI low‑control pilot is not yet underway, and we would expect that to be of the same 12‑month duration as the other pilots so we capture both winter and summer effects. So that expectation would be that that would not be completed until 2006.

1297

MR. LYLE:
Sometime in the middle of 2006 or towards the end of 2006?

1298

MR. HALL:
Probably towards ‑‑ depending when we get underway, but probably towards the middle for the conclusion of the pilot, but data analysis, of course, would take some time after the conclusion of the pilot itself.

1299

MR. LYLE:
Focussing on those programs that would be completed by the end of 2005, you then need to confirm the costs and benefits. How long would that exercise take to complete?

1300

MR. HALL:
In what way, as in ...

1301

MR. LYLE:
Well, you've indicated that before you can go ahead with full‑scale programs, you are going to confirm the costs and benefits and presumably determine that the benefits exceed the costs before you'd go ahead with full‑scale implementation. So how long would it take before you could have the information that would lead you to conclude whether the program had been ‑‑ the pilot had been successful or not?

1302

MR. HALL:
Well, we would expect that by the end of this year, we would have the analysis on what kind of interruption we'd had, what kind of peak reduction we could expect, on average, from each appliance. We would have some estimate of cost of installation, which of course we wouldn't know until that actually went out to bid. And there is an interface here with the smart metering in that currently we're using stand‑alone load control systems, a pager system. There is the potential with quite a number of smart meters that they have that feature built into them, so the plan is to test some of that technology as part of the smart metering pilot.

1303

If the decision were to go ahead with the technology that uses the meters themselves, it would have to be rolled out in tandem with the metering program, so that might delay it somewhat and would certainly affect the cost.

1304

MR. LYLE:
So you'd know the peak reduction; you'd know the cost of installation. Would you be assessing avoided costs as part of this exercise?

1305

MR. HALL:
If the Board has decided that avoided cost is something we should look at, and the numbers are available, we certainly would.

1306

MR. LYLE:
What was your intention, though, when you wrote this into your evidence, that you were going to confirm the costs and benefits?

1307

MR. HALL:
Well, we expect that the Board would have decided what criteria they have for ‑‑ there are several proposals done in the EDR process that should be out soon, let alone before the end of the year.

1308

MR. LYLE:
And you should have information available on avoided transmission and distribution by that time; is that correct?

1309

MR. HALL:
That's correct.

1310

MR. LYLE:
And you're anticipating that the Conservation Bureau will have information on avoided cost of generation by that time; is that correct?

1311

MR. HALL:
We anticipate that will be available by then, yes.

1312

MR. LYLE:
So assuming, then, if the Board was to impose the same annual reporting requirement on you as it's done with the other utilities that have come before it to date, you would be able to file this information with the Board by March of 2006.

1313

MR. HALL:
I believe so, yes.

1314

MR. LYLE:
Thank you. Going back a little bit to a point that ‑‑

1315

MR. HALL:
Sorry, to clarify that that was for the ‑‑

1316

MR. LYLE:
For those programs that are completed.

1317

MR. HALL:
‑‑ for those programs that are completed, yes.

1318

MR. LYLE:
Yes. Going back to ‑‑ Mr. Adams referred you back to Ontario Hydro's experience in conservation and demand management. Does this panel have any knowledge of whether Ontario Hydro conducted any avoided cost studies as part of its programs?

1319

MS. ROSSINI:
I ...

1320

MR. HALL:
There was what was ‑‑ certainly what was called integrated resource planning, but that's based on the cost of producing the next megawatt‑hour or building the next megawatt of capacity. So it would be a similar process, but it's not quite the same as what it cost, I don't think.

1321

MR. LYLE:
Does Hydro One Networks have access to those documents? Are those publicly available?

1322

MR. HALL:
The last 25‑year plan was public.

1323

MR. LYLE:
You're thinking of the DSP now?

1324

MR. HALL:
Yes.

1325

MR. LYLE:
That's the document you're thinking of, then?

1326

MR. HALL:
I'm not aware of any others, but I wasn't involved at the time.

1327

MR. LYLE:
Thank you.

1328

Now, just in the paragraph above the one I referred you to, you mentioned that some of your spending may not be complete by the end of September 2007.

1329

MS. ROSSINI:
The actual costs may not be in by 2007 but could flow into 2008; that's correct.

1330

MR. LYLE:
Do you have some sense of how much costs may flow past September 2007?

1331

MS. ROSSINI:
Not much. It depends how we structure the contracts. So, for example, on a pilot project, a pilot project that's for 12 months, we don't pay the supplier on the first day of the job. We want the supplier to stay, shall we say, motivated for the whole 12 months, so we structure contracts to have progress payments. So, for example, if we're talking a program in 2007 and delivering it in 2007, we could structure the program contract with the vendor to have progress payments that will then ‑‑ could flow into 2008.

1332

MR. LYLE:
So would your costs be incurred in 2007, even though some payments would be made in 2008?

1333

MS. ROSSINI:
The term we use is "committed". When we sign the contract, we've committed that money, and then the actual cheque gets cut for progress payments under the contract. So when I say "spent," I say when the ‑‑ like, it would all be committed by 2007. The cheque could be cut in 2008.

1334

MR. LYLE:
Understood.

1335

Moving back to you, Mr. Hall, you mentioned earlier that Networks is still winter‑peaker and the primary reason for that is because of the demographic make‑up, that you have a lot of people on electric heating; is that correct?

1336

MR. HALL:
That's correct.

1337

MR. LYLE:
Given that Networks is still a winter‑peaker, why did you decide to focus your programs on reducing the summer peak?

1338

MR. HALL:
Well, again, the summer peak is what drives the system due to the nature of thermal effects on the system, and summer peak, even in a winter‑peaking utility, tends to drive the new construction, et cetera. And air‑conditioning is the largest part of that. The other components, the water heating will continue throughout the year; some of the lighting programs we're looking at would be predominantly winter‑peak, as it's dark at that time of day in the winter when it isn't in the summer.

1339

MR. LYLE:
Thank you. I want to turn you to page 14 of your evidence. You indicate you're going to do installations in 450 homes. I take it that's the pilot project; is that correct?

1340

MR. HALL:
That's correct, and the actual number at this point is 448.

1341

MR. LYLE:
So, looking at the cost of the meters that control devices and the costs of installing that equipment, you're looking at a figure of $980,000; is that correct?

1342

MR. HALL:
That's correct.

1343

MR. LYLE:
That's a little over $200,000 a home. Can you break down that $980,000 cost between meter‑control devices and the cost of installation?

1344

MR. HALL:
I don't have those numbers handy. We certainly have that ...

1345

MR. KAISER:
Why don't we just reserve a number for it, Mr. Lyle.

1346

MR. HALL:
There's a fixed ‑‑ we have ‑‑ the cost of the meters and the installation would be one number. That's our own staff. And then the contract for installation of the control devices themselves was a contract with OZ, and so it's a fixed, deliverable price for installing them, maintaining them, collecting the data, and providing the data back to us, et cetera. So we would have those numbers in a breakdown.

1347

MR. LYLE:
Mr. Chair, I'm in your hands as to whether you would like an undertaking for that or not.

1348

MR. KAISER:
Let's give it a number.

1349

MR. LYLE:
We'll mark that as Undertaking F.1.3. You're clear on what I'm looking for?

1350

MR. HALL:
I believe so.

1351

UNDERTAKING NO. F.1.3:
TO PROVIDE A BREAKDOWN OF THE $980,000 COST BETWEEN METER‑CONTROL DEVICES AND THE COST OF INSTALLATION OF SAID DEVICES

1352

MR. LYLE:
If you move then past the pilot program to a larger scale implementation of a residential load control program, do you anticipate that the costs per home will go down?

1353

MR. HALL:
Oh, definitely. For instance, the type of ‑‑ the nature of trying to have a statistical sample was we had to pick at random, so we had people all over the place. So there was essentially one‑off installations and, including the meter, we used an interval meter to collect the data. And in a large‑scale program, because of the statistical nature of the information we've gathered, we either wouldn't need the meter or it would be rolled out as part of the smart metering program. So that metering cost would not be a cost of load control program, and bulk buying for both the control devices and the meters would bring down the cost substantially.

1354

MR. LYLE:
Would there be any reductions in installation costs from a full‑scale roll‑out?

1355

MR. HALL:
We could try and structure an installation in certain areas, but it would be somewhat difficult to do. And you still are going into ‑‑ you can't do a street, because not everybody on the street is going to decide to do it. So installation costs, I would not expect to come down substantially. It might be a larger‑scale contract with a supplier to make those installations, so there would be some price break on that basis, but they would still have to roll an individual to each house that was joined to the program and that would be the bulk of the cost.

1356

MR. LYLE:
So is the primary saving then is that the cost of the meter is going to be put into a separate pocket because of the smart meter implementation?

1357

MR. HALL:
Well, bulk purchasing on that meter that will be in that other pocket, bulk purchasing of the load control devices and if they are able to use the smart metering communication system, they will not have to have their own communication system, which the current devices do, which is about half the cost. So it could come down substantially.

1358

MR. LYLE:
Can I turn you to page 17 of your evidence. I apologize if Dr. Higgin has already touched on this, but can you give me some sense of the type of programs that are going to be targeted to low‑income people?

1359

MS. ROSSINI:
Yes, I can. We're looking at a number of options, but the priority area would be dealing with electric heating. I think we're trying to make an assessment of what's the best way to attack that, whether it's improving the thermal envelope of a house, which is weatherization, insulation, maybe windows, those kind of things, or whether you switch out the heating system to something else, gas, if gas is available, that kind of thing. So that's the priority area. We are looking at ‑‑ I think I mentioned leveraging federal funds that are available. We're trying to get other parties to put money on the table, and we put money on the table and that way the customer can avail itself to more funds.

1360

MR. LYLE:
What we are parties you are referring to?

1361

MS. ROSSINI:
Canada Housing Mortgage Corporation. They have a RRAPs program, Residential Rehabilitation Assistance Program, and the types of money differ. They go from $16,000 a house to $19,000 a house, it depends on whether you're northern or southern, that kind of stuff. Basically, we ‑‑ I'm trying to see if ‑‑ I've used a sort of ballpark figure for now in terms of how much money per house. I'm trying to investigate ‑‑ the number I'm using for study purposes or for negotiations or for analysis right now is $3,000 a house on our part, and I'm trying to tackle how much we can get done in a home for that amount of money.

1362

MR. LYLE:
So I'm clear, $3,000 from Hydro One, and then CMHC would put up the majority of the money, the $15,000 or so.

1363

MS. ROSSINI:
There's different objectives here. CMHC, they are trying ‑‑ they basically go into a house for health and safety reasons, right. NRCan, they go into a house and their objective here is for Kyoto or gas emissions. And our objective is energy savings, gas savings, kilowatt savings. In this case it's likely to be consumption, it would probably not likely be peak, it would be hours. So what we're looking at is, for example, if there's ‑‑ once inspection is done in the house and the recommendation is that this house has to have windows redone. Now that ‑‑ CHMC wouldn't pay for an energy‑efficient window, they would pay for a regular window. What we would do then is up the ante, we would pay for the increment for an energy‑efficient window. So let's say doing all the windows in the house or doing a window in the house to have a regular window could be $400, to have an energy‑efficient window would be $450 or $100. CMHC, if that's the recommendation, they would pay the $400 and we'd only pay the $100. So it's really taking the two things together. So the customer gets a new window, but we make sure it's an energy‑efficient window.

1364

So that's, conceptually, the kind of program we're looking at, and it's bringing these three bodies to the table, EnerGuide for houses doing the audit or training the RRAPs inspectors for audits, the federal money on the housing stock, and then us paying the increment for energy‑efficiency measures.

1365

MR. LYLE:
I take it discussions are ongoing then with these two federal agencies?

1366

MS. ROSSINI:
Discussions are ongoing, yes.

1367

MR. LYLE:
Do you have any sense of when those negotiations might be completed?

1368

MS. ROSSINI:
Well, I put them on hold now for the last two weeks. I think my next meeting with them is the 25th of February. Now, Hydro One, I would still most likely put out to tender someone to execute our role. Like, I want to fund the program, I don't necessarily want to be the one administering it.

1369

MR. LYLE:
Mm‑hm.

1370

MS. ROSSINI:
So I have found our experience has been it takes probably two months on our side to run a competitive bid process, assess the bids that come in and enter a contract, develop the contract, and then get approval within our own company for it. It will probably take me three months, I think, to design the program and get it off the ground.

1371

MR. LYLE:
That's including your discussions with the two federal agencies?

1372

MS. ROSSINI:
Yeah. I don't know how long it will take them. I know from the NRCan side, that ‑‑ they said they're ready and they've allocated budget money. CHMC side, I haven't worked with them yet. I've had two meetings with them. I'll find out their time table. Certainly, we want to get it done this year for sure, and certainly before the winter hits. So we'd like to have it done, we're targeting for summer for sure.

1373

MR. LYLE:
Thank you. Can I turn you to page 23 of your evidence.

1374

MS. ROSSINI:
Okay.

1375

MR. LYLE:
There's, I guess, three key features of your mass‑market residential and small commercial program. One of those is the compact fluorescent lighting. Can you explain to me how this program will work.

1376

MS. ROSSINI:
Well, we haven't designed it yet. Different kinds of ways you can go about it, but essentially be ‑‑ you can do an exchange program or you can do, sort of, an incentive program which is ‑‑ incentive programs are either rebates or increase the number. For example, if they buy two bulbs, we throw in a bulb and you get it for free, or, you know, you just take a dollar off every bulb.

1377

Now, we haven't negotiated this deal yet, and we haven't designed the delivery channel yet. I mean, it's been done. We've been looking at what BC Hydro did. We have some experience with the NRCan program. They did a switch and save program that they launched last September and October. There's different ways of doing it. Mostly I want to leverage existing delivery channels. You could couple with big‑box stores or Canadian Tire, those kinds of things, is another way, or you can bring them into Hydro One service territory.

1378

MR. LYLE:
And the LED light program is an exchange program?

1379

MS. ROSSINI:
That's an exchange program, because otherwise you are actually adding to load, you're not reducing load. So the idea there ‑‑ and it's been done ‑‑ it was done in BC, it was done in Guelph. They bring in their old lights and get a new string of lights for bringing in their old lights.

1380

Now, out of our service territory, delivery for everywhere, that would be a challenge, so I'm trying to organize that into our seven geographic zones. We divide the province into seven operating zones; we call them field business centres. So one of the options I'm thinking of there is executing the program through the field business centres.

1381

MR. LYLE:
Can you tell me ‑‑ I understand your evidence is that the CFL lights use one‑quarter of the energy of the standard bulb.

1382

MS. ROSSINI:
Usually. You can have ‑‑ a 100‑watt bulb is usually replaced with a 23‑watt bulb, 25‑watt bulb.

1383

MR. LYLE:
Do you have an estimate at this time of the overall kilowatt‑hour annual savings that this CFL program would produce?

1384

MS. ROSSINI:
We did do some early assumptions. Can I just double‑check for a second?

1385

MR. LYLE:
Sure.

1386

MS. ROSSINI:
We estimated numbers in terms of how many customers would buy bulbs, and that kind of thing, but I don't have the numbers with me in terms of hours, or how many ‑‑ how many bulbs equals how many hours.

1387

MR. HALL:
It would ultimately depend on your mechanism. If it was, you know, buy two, get one free, do you count all three of those, or is it just the free one? You may have instigated the purchase of the other two. Or if it's just a dollar off each one, then you would be counting them all.

1388

MR. LYLE:
Let me focus on a single bulb, then. What would the savings be for a single bulb over the course of a year, on average?

1389

MR. HALL:
I'm afraid I don't have the average usage of a bulb handy.

1390

MR. KAISER:
Do you think you could get the number over the break?

1391

MS. ROSSINI:
I have that. We did that. We put that in our energy savings, tips, and tools.

1392

MR. HIGGIN:
Mr. Chairman, if you look at the LIEN report, it has an estimate in there on page 17, table 4. So that might be helpful.

1393

MS. ROSSINI:
I think it was in the range of $30 or something, but ‑‑ not on one bulb, though, for one house.

1394

So the calculations we did, if you are replacing a 100‑watt bulb with a 24‑watt bulb, it's $3 per year for each bulb, at least that was our initial figures. And we did this early on, probably in May.

1395

MR. LYLE:
And that's the all‑in cost, including commodity, then?

1396

MS. ROSSINI:
No, that's just the ‑‑ that doesn't count delivery, that's just count ‑‑ just the cost of the bulb, the life of the bulb versus the life of an incandescent bulb, and how many hours savings versus the price of electricity. It wouldn't cost ‑‑ it wouldn't include the management and delivery channel of executing the program.

1397

MR. LYLE:
But that's ‑‑ I'm trying to understand what the $3 represents. That's a saving to the customer in terms of their bill?

1398

MS. ROSSINI:
Yeah, generally, that's ‑‑ I mean, all the light producers, they're really quick. They all walk around with little Excel spreadsheets. At customer sight, they can tell you what a particular bulb will save and what the envelope for that resident will save.

1399

MR. LYLE:
Do you have any numbers for the LED program?

1400

MS. ROSSINI:
Off the top of my head, no, we haven't done those calculations. I think they're a little bit more efficient. We did run a scenario for the month of December, but I didn't bring that with us.

1401

MR. KAISER:
Do you think you could bring it with you tomorrow?

1402

MS. ROSSINI:
We ran a scenario, not, like, a province‑wide scenario, we did it, like, for an average house.

1403

MR. ROGERS:
We'll get that for tomorrow, though, that's the question. Is that available?

1404

MS. ROSSINI:
Yes. Sort of, one house, if they had X lights.

1405

MR. LYLE:
We'll make that Undertaking F.1.4, Mr. Chair.

1406

UNDERTAKING NO. F.1.4:
TO PROVIDE THE SAVINGS CALCULATIONS FOR THE LED PROGRAMS

1407

MR. KAISER:
Thank you.

1408

MR. LYLE:
Those are all my questions, Mr. Chair.

1409

MR. KAISER:
Thank you, Mr. Lyle.

1410

We're going to give the reporter a break. Mr. Rogers, we'll take the afternoon break right now.

1411

MR. ROGERS:
Very good.

1412

‑‑‑ Recess taken at 3:10 p.m.

1413

‑‑‑ On resuming at 3:35 p.m.

1414

MR. KAISER:
Please be seated.

1415

MS. SPOEL:
I've got a couple of questions.

1416

MR. ROGERS:
I beg your pardon, Ms. Spoel. Mr. Kaiser, I do have one re‑examination question. Could I ask that now before the Board's questions? It's not a major point, but I would like to make it for the record.

1417

MR. KAISER:
Go ahead.

1418

RE‑EXAMINATION BY MR. ROGERS:

1419

MR. ROGERS:
I have given to Mr. Lyle copies of an exhibit which my clients have prepared. It's a four‑page exhibit and it's intended to deal with the Exhibit E.1.4 that Mr. Klippenstein put to the panel with a comparison of selected utilities.

1420

MR. LYLE:
We'll mark your document as Exhibit E.1.5, Mr. Rogers.

1421

EXHIBIT NO. E.1.5:
EXHIBIT BY MR. ROGERS TO DEAL WITH EXHIBIT E.1.4 WITH A COMPARISON OF SELECTED UTILITIES

1422

MR. KLIPPENSTEIN:
Mr. Chair, I just have a couple of concerns about this exhibit that I just saw. One is, I don't know whether this is complete or also selective, so I don't know what to make of that. And secondly, I see a weighted average percentage there and if ‑‑ I don't know that includes Hydro One Networks or Hydro One Brampton, because then if it does it's circular or self referential. So I guess those are just concerns I have about this, but I don't explicitly object to its being entered I guess.

1423

MR. ROGERS:
It will all be revealed in due course if I could just ask a few questions.

1424

MR.KAISER:
Go ahead.

1425

MR. ROGERS:
Mr. Miller, are you the one that can answer questions about this exhibit?

1426

MR. MILLER:
Yes, I am.

1427

MR. ROGERS:
I don't want to spend a lot of time on this, but you were give answer copy of E.1.4 that was put to the panel earlier a day or two ago, I understand.

1428

MR. MILLER:
That's correct.

1429

MR. ROGERS:
And it was a document which covered what is termed "selected Ontario utilities."

1430

MR. MILLER:
Yes, it was.

1431

MR. ROGERS:
Now, what we have here in E.1.5 is, I suppose, to some extent, a group of selected utilities. Can you tell us, how did you did you get the 30 or so utilities that you've depicted on this exhibit, where did they come from?

1432

MR. MILLER:
Since the beginning of the whole CDM plan, I've been receiving plans from multiple LDCs, left, right and centre actually, I've sort of become inundated with them, and we've been keeping track of them. We thought we'll track a variety of different issues, and what you see is a summary of issues that pertain only to smart meters. There's actually more data available here, but in light of the previous document that that we had, we thought we would summarize the information from the LDCs that we received information from and that we could specifically identify smart metering monies to. And there's about ‑‑ I think there's about 35 to 37 utilities indicated in here, and they are listed in these five pages.

1433

MR. ROGERS:
Just if I could stop you there. This doesn't pretend to be an exhaustive list of all the utilities in Ontario.

1434

MR. MILLER:
No, not at all.

1435

MR. ROGERS:
It's just the utilities that happened to have sent their data to you at Brampton Networks.

1436

MR. MILLER:
That's correct.

1437

MR. ROGERS:
And that was available to you, so you put all the data that you had on the smart meter issue together on one document for illustrative purposes.

1438

MR. MILLER:
That's correct. When I saw the 10 percent figure from the previous item, I was a little concerned because I thought well, that's not necessarily a fair sampling. I think the term was average percentage. And what's done here is it's term weighted average, but this takes a look at ‑‑ there's no magic to the 23 percent. The total smart metering expenditure is 30.668 million.

1439

MR. ROGERS:
Just to stop you. The front page that you're looking at, the little box down in the left corner.

1440

MR. MILLER:
Sorry, yes. The small box. So the total smart meter expenditure is 30.7 million, roughly.

1441

MR. ROGERS:
Of all of the utilities who happened to send you their plans, it amounts to $30.6 million.

1442

MR. MILLER:
That's correct.

1443

MR. ROGERS:
On smart meters.

1444

MR. MILLER:
That's correct. And their total MARR allotment is 132.2 million, roughly, and that works out to 23 percent.

1445

MR. ROGERS:
As compared with the 10 percent on the, I'm going to call it, the Gibbons exhibit, E.1.4.

1446

MR. MILLER:
That's correct.

1447

MR. ROGERS:
Now, my friend Mr. Klippenstein asked you about the weighted average. Can you clarify that. Does that include Hydro One or what does that mean, weighted average?

1448

MR. MILLER:
Weighted average would include monies allocated to smart metering from Hydro One as well as Brampton.

1449

MR. ROGERS:
And if Hydro One was taken out, the percentage would no doubt go down.

1450

MR. MILLER:
Yes, it would.

1451

MR. ROGERS:
Thank you very much. Is there anything else that you'd like to tell us about this that explains what the document is?

1452

MR. MILLER:
No, not at all.

1453

MR. ROGERS:
You're satisfied. So the purpose of this, I gather, was to show that statistics can be misleading, and if you took all the utilities submitted to Brampton, the numbers would be quite different.

1454

MR. MILLER:
I just wanted to point out that the 10 percent seemed to be based on a selective sampling. This is based on a larger sample and, perhaps, is probably a little more accurate.

1455

MR. STEVENS:
Just one more point, it's evident in the sample that there is a number of them that are up in the same area on a percentage basis as we are, like Veridian and Hamilton, ones that have already been improved.

1456

MR. ROGERS:
If percentages are important, those are some others up there.

1457

MR. STEVENS:
Yes, that's correct, that have been approved.

1458

MR. ROGERS:
Thank you very much.

1459

That's the only point I wanted to make, thank you very much, sir.

1460

MR. KLIPPENSTEIN:
Mr. Chair, since this chart is new evidence, I wonder if I could be given the liberty just to ask whether we could have the weighted average with the present applicants removed, so we are actually comparing them to something. In other words, a calculation with Hydro One and Brampton removed.

1461

MR. KAISER:
I'm sorry, you want the weighted average done with Hydro One removed?

1462

MR. KLIPPENSTEIN:
Hydro One and Brampton removed, yes.

1463

MR. KAISER:
I'm sure the witnesses can do that over the evening.

1464

MR. ROGERS:
I'm instructed right now, I think it's around 17 percent.

1465

MR. MILLER:
Yes, it is. I checked that out last night. I thought, well, just out of curiosity we'll see what it is, but it is 17 percent.

1466

MR. KLIPPENSTEIN:
Thank you very much.

1467

MR. KAISER:
Anything else?

1468

MR. ROGERS:
No, sir, thank you very much. Those are my questions.

1469

MR. KAISER:
Did you want to ask any questions on this, Mr. Klippenstein?

1470

MR. KLIPPENSTEIN:
No further questions. Thank you.

1471

QUESTIONS FROM THE BOARD:

1472

MS. SPOEL:
Ms. Rossini, I noticed in the Exhibit 1.1, which is the CVs filed for the witness panel, that in your CV, one of the ‑‑ I'll read it all you probably don't have to have a look at it. As one of the recent highlights it indicates that you successfully developed Hydro's conservation and demand management program on time, 60 percent under budget, with savings of $2 million in costs. And I take it that the program you're referring to is the program that we're looking at today?

1473

MS. ROSSINI:
Yes, what we meant there was we had allocated a $5 million budget in 2004 ‑‑ well, not allocated. Once we got instructed to do this we had set aside 5 million for 2004 and for the development of this plan and for the pilot projects that which wanted to do. And we essentially accomplished those two objectives with a $3 million budget.

1474

MS. SPOEL:
What have you done with the other $2 million that's been saved? Has that gone into other programs?

1475

MS. ROSSINI:
That's in this plan, into program delivery to other programs.

1476

MS. SPOEL:
Now, if I could just turn to page 26 of your evidence. I want to go back to the issue of the conservation programs listed under the business category which shows, I guess that's .$9 million, $900,000; is that correct?

1477

MS. ROSSINI:
That's correct.

1478

MS. SPOEL:
Looking back on the description of the programs, I notice there's $750,000 would appear to be for farm‑efficiency programs.

1479

MS. ROSSINI:
That's right.

1480

MS. SPOEL:
And the other 150,000, I take it, is all other small businesses, schools, institutional sorts of programs that are described in conservation measures.

1481

MS. ROSSINI:
It comes from the mass market. In the mass market programs, we've set aside money for audits. So the other monies there would include the audits for commercial and industrial.

1482

MS. SPOEL:
So the only conservation measures, per se, aside the load control and all the other things you're doing, but conservation measures specifically targeted to business customers, other than farms, would be included in those mass market programs, which you're assuming about $150,000 worth would be ‑‑

1483

MS. ROSSINI:
No, they could get the CFL lights as well. The mass market is the 2 million. So it depends on how they subscribe up.

1484

MS. SPOEL:
Right. But I just wanted to clarify that the only commercial or business sector programs are those that would be part of the mass market programs, whether they be the CFL lights, the LED lights or energy audits or the other things you have described, which include a residential component and a small business, schools and so forth.

1485

MS. ROSSINI:
In terms of pure conservation? If we don't count smart meters, which go to that sector, and count load control, which also go to that sector, so ‑‑

1486

MS. SPOEL:
Right. I'm looking at that $900,000 specifically because it's not ‑‑ you know you've got some of the programs broken out ‑‑

1487

MS. ROSSINI:
Right.

1488

MS. SPOEL:
‑‑ by type of program, and, then, some broken out by type of customer ‑‑

1489

MS. ROSSINI:
Right.

1490

MS. SPOEL:
‑‑ so I'm just trying to do a little bit of cross‑referencing.

1491

MS. ROSSINI:
That's correct.

1492

MS. SPOEL:
Now, you mentioned in your evidence that, with the LED light display ‑ I think, Mr. Miller, it might have been you that ‑ well, I'm not sure who said it, won't make assumptions ‑ that if you don't have an exchange for the Christmas lights, that they will, actually, just add to load, instead of replacing load? Is that ‑‑ have you got data, or done studies, to show that that's the case?

1493

MS. ROSSINI:
Well, if the customer's not bringing in an old light, and we use an LED light, then we don't know if we're just ‑‑ a house that, normally, wouldn't have any lights, would now add LED lights. So that would increase load. That wouldn't decrease load.

1494

MS. SPOEL:
Right. But if you had ‑‑ it people just bought the LED lights at, you know, Canadian Tire, or Home Hardware, or wherever they buy their Christmas lights when the old ones wear out ‑ which seems to be quite quickly, at least, in my household ‑ that would just be a customer‑financed replacement ‑‑

1495

MS. ROSSINI:
That's right.

1496

MS. SPOEL:
‑‑ instead of an exchange.

1497

MS. ROSSINI:
That's right.

1498

MS. SPOEL:
And do you think it's important enough to have an actual one‑for‑one exchange?

1499

MS. ROSSINI:
Well, I thought, for the first year, that the easiest thing to do is an exchange program. And you assure that you're actually reducing load, and not adding to load. But if the customer were to replace, and the decision to replace with LED ‑‑ as opposed to incandescent, that's an inefficient measure.

1500

MS. SPOEL:
And just one other area. The ‑‑ with the pilot project, specifically, on the load control ‑‑ residential load control, where you're giving people incentives to participate, I understand that you're ‑‑ one of the items you're testing is different levels of incentives, to see what's required.

1501

MR. HALL:
That's correct.

1502

MS. SPOEL:
Is there any chance that the programs will be so successful at actually reducing customers' bills, on terms of energy consumption ‑ whether it's peak or general consumption, it still comes off their bill ‑ is there any chance that, in fact, the savings will be so great that they don't need an incentive? That merely having the load ‑‑ the controls installed at someone else's expense will be worth it to them?

1503

MR. HALL:
Depending on the price structure that's put in place, if the price differential between the time that they would have used the energy, and the time when they do ‑‑ for instance, if we turn the water‑heater off for the winter peak from 4:00 until 6:00, and then, after that, when the water‑heater comes back on, if the price plan that's put in place has a significant enough difference, that would be a possibility.

1504

They haven't found that to be the case in the States, where they do have time‑of‑use rates, to date, at least. It might affect the level of incentive required, however. MS. SPOEL: What about something like pool pumps, where people don't really care, I would assume, whether their pool pump operates 24 hours a day, anyway.

1505

MR. HALL:
Yeah. We had ‑‑ we actually have very few pool pumps. What we did is, we targeted the air‑conditioning and the water‑heater, but we said, you know, If you happen to have a pool pump, Let's do that, so we can get some data on what kind of savings we could really get with the pool pump. There's certainly very successful programs in places, like Florida and California, that use the pool, you know, for a much larger proportion of the year. We're not really certain what we're going to get, there. We have about 30 pool pumps, so it's really data‑gathering at this point, and only if they had one of the other devices.

1506

MS. SPOEL:
Thank you.

1507

MR. KAISER:
Ms. Rossini or Mr. Hall, I'm going to start with you. You've referred to the fact that it's acceptable to Hydro One to file quarterly reports and annual reports; correct?

1508

MS. ROSSINI:
That's correct.

1509

MR. KAISER:
You're familiar, and this is at paragraph 83 of the decision of December 10th, that the annual report requires cost‑benefit analysis?

1510

MS. ROSSINI:
I've seen the form that was circulated, in draft, as a template for the reporting. So I'm looking at that form, that was ‑‑

1511

MR. KAISER:
Did you read the decision?

1512

MS. ROSSINI:
Yes, I had.

1513

MR. KAISER:
And are you aware that that cost‑benefit analysis, in the eyes of most people, involves what's called a TRC test? Are you familiar with that?

1514

MS. ROSSINI:
I don't remember reading the TRC, specifically, in that decision, sir.

1515

MR. KAISER:
Okay. Do you have any understanding as to what methodology your company might employ in calculating the cost of benefits in its annual report? Have you turned your mind to that?

1516

MS. ROSSINI:
Yes. We're looking at what we've spent for how many kilowatt savings or kilowatt‑hours savings we're getting. So, for example, for $465,000 on the real‑time monitor, did we get 10 percent savings? Or did we get 12 percent savings? So we'll be able to say this is the dollars and this is the kilowatt savings that the customer got. And the load control, it would be the same thing. These are the dollars, $300 a unit for the equipment, and this is the amount of peak that it reduced, So there would be a relationship between the costs and the hours per kilowatt.

1517

MR. KAISER:
And do you understand why these parties, here, today, are interested in avoided cost, and calculating the cost of benefits?

1518

MS. ROSSINI:
My understanding, it's to rank programs.

1519

MR. KAISER:
Do you remember reading, in the decision, that the Board said that the methodology will be determined, will be established in order to ‑‑ so that everyone in their annual report is using the same methodology for the purpose of calculating cost of benefits.

1520

MS. ROSSINI:
Yes, I remember reading that there would be a working group struck, to help with that effort.

1521

MR. KAISER:
And have you been following the evidence in the 2006 EDR proceeding on this point?

1522

MS. ROSSINI:
Mr. Hall has.

1523

MR. KAISER:
Mr. Hall, you have?

1524

MR. HALL:
Yes, I have.

1525

MR. KAISER:
Mr. Hall, I don't know whether you saw this document before, but Dr. Higgin produced the Hydro Quebec filing in their rate case, which was their environmental ‑‑ not their environmental, their energy ‑‑ their program for energy conservation, in the period '05 to '10. And, if I could just refer you to that, at page 94, which is the second last page.

1526

MR. HALL:
Yes.

1527

MR. KAISER:
Do you have a copy?

1528

MR. HALL:
This is the 1.3 from today?

1529

MR. KAISER:
Yes.

1530

MR. HALL:
Sorry, the page number was?

1531

MR. KAISER:
94. It's the second last page.

1532

MR. HALL:
Yes.

1533

MR. KAISER:
Had you looked at this document before today?

1534

MR. HALL:
No, it was in French, and I'm not at all fluent in French. I have not been through it.

1535

MR. KAISER:
In any event, over the evening, I'd like you to look at page 94, where Hydro Quebec calculates what they call the CTR but, as I understand it, it's what we would refer to as the TRC. I may have some questions. I'll come back to you, but I'd like you to look at this, and get whatever assistance you need from your counsel.

1536

Mr. Hall, let me turn you next to page 14. There have been a number of questions on this whole business of residential load control. We also have a program, of course, on industrial and commercial load control, and that's over at page 16 of your material. And Brampton has identical programs. I think it's ‑‑ page 37 is the Brampton commercial program.

1537

And you've told Mr. Lyle that the cost per customer ‑‑ we have 450 homes in four markets, and then you told us that Toronto Hydro's going to chip in another 150 customers, and join the program. But the hardware cost, as I understood it, in the pilot, was $2,000 a customer; correct?

1538

MR. HALL:
I believe that was a pure hardware cost, that was an installed all‑in cost.

1539

MR. KAISER:
Right. Are there any other costs, over and above the 2,000?

1540

MR. HALL:
Well, there's the cost of the ‑‑

1541

MR. KAISER:
There's the cost of the incentives.

1542

MR. HALL:
Yes.

1543

MR. KAISER:
And that's the $6 to $12?

1544

MR. HALL:
That is for the water‑heater. There are different incentives for the other appliances.

1545

MR. KAISER:
There's 180,000 there, under the pilot: That's for ‑‑ is that all of the incentive costs, or just part of it?

1546

MR. HALL:
That's all of it.

1547

MR. KAISER:
So, if I have an air‑conditioner and I have a water‑heater, how much incentive do I get, if I'm one of these 450 homes in the pilot?

1548

MR. HALL:
The air‑conditioning incentive is only for those months in which there would be air conditioning in use, for June through September. The water heater is all year long. Water heater incentives range from $6 to $12 per month, and the air‑conditioning range from $11 to $21 per month.

1549

MR. KAISER:
Why the range? Why would one home get one and another a lower amount?

1550

MR. HALL:
Part of it was to test what incentive level would be required. So we looked at what some US jurisdictions were paying for incentives, and then bracketed that number on both sides.

1551

MR. KAISER:
I see.

1552

MR. HALL:
To see if we had any change in acceptance by the customer.

1553

MR. KAISER:
And if they participate in this program, am I understanding right that gives you the right to cut their electricity, to a certain degree, during peak periods.

1554

MR. HALL:
That's correct.

1555

MR. KAISER:
So can it be a little more detailed?

1556

MR. HALL:
Sure.

1557

MR. KAISER:
What is it, if I sign up and I take your money, what is it you can do it me?

1558

MR. HALL:
For water heaters, we have different categories, because we're always testing whether somebody is upset at how much they've been turned off. So it ranges from 20 hours of you interruption to 40 hours of interruption per month.

1559

MR. KAISER:
Do I get a different price depending on what level I agree to?

1560

MR. HALL:
The price differential is not based on the number interruptions, so they're independent variables, and that's a maximum of 3 hours at a time.

1561

For air conditioning, the amount of interruption varies from 10 to 20 hours, and that is based on sort of a 50 percent interruption. They would be cycled off for 15 or 20 minutes and then back on for 15, 20 minutes.

1562

MR. KAISER:
And you want to do this pilot over the first year and then make a determination on whether to do it on a permanent basis.

1563

MR. HALL:
That's correct.

1564

MR. KAISER:
What's going to be your criteria for success?

1565

MR. HALL:
Well, in the first place, it would be whether or not we get interrupted load at peak, and then we'll have to look at how that has been valued by the Board or the Conservation Bureau on what peak reduction is worth to the province.

1566

MR. KAISER:
If I'm understanding the program, you're, in effect, making a contract with the customer that you can interrupt his power or air conditioner to the extent of 50 hours or 40 hours. So you're going to get a reduction in peak if you do what you're entitled to do.

1567

MR. HALL:
That's correct.

1568

MR. KAISER:
So what then? You find out if he's mad or he likes it, or what? What's the test of success? We know there's going to be a cut in capacity, you've got the contractual right to do it and you're going to do it. How are we going to define success?

1569

MR. HALL:
The test would be if they were mad, we would have to figure out what incentive level we would have to pay so that they would be happy and would stay in the program. So that would help set up the cost of running the program, and you'd have to measure that against the benefit. And to establish what that benefit is worth, we would have to know, essentially, probably the avoided cost that the Board or the Conservation Bureau would recognize a reduction in peak is worth, and then that would tell us whether or not the benefit we're getting is worth more than it would cost us to carry out the program.

1570

MR. KAISER:
So at the end of the day, you figure out there was a reduction of a certain amount of volume and you'll value it at whatever, and that's the benefit to the system, as it were, in shaving peak.

1571

MR. HALL:
Yes.

1572

MR. KAISER:
But the larger question will be whether the customer will continue at this bargain and at whatever incentive level continue to participate.

1573

MR. HALL:
That's correct.

1574

MR. KAISER:
He might say to you, I'm not doing this even if you give me $100 a month. I hate it. Or he might say, I like it so ‑‑ so do you envisage ‑‑ how will you determine the economics of it if, let's say, the customer says, I'll continue but you got to pay me $10 a month?

1575

MR. HALL:
That would go into the cost side.

1576

MR. KAISER:
You just weigh that as one of the ongoing costs against the benefits of the reduction in consumption and peak load.

1577

MR. HALL:
Yes, that's correct.

1578

MR. KAISER:
Do you expect any differences in cities? You've picked four cities here, Kingston, Brampton of course is one, and I forget what the others are. Is there any reason to believe that different people in different markets will behave differently?

1579

MR. HALL:
No special reason. We do know that in different regions of the province we do have different total consumption. So there is that potential, and Professor Mountain wanted to test that theory and make sure there aren't those differences between regions. So with the centres he selected, we will be able to extrapolate to our entire customer base and make that determination as part of the pilot.

1580

MR. KAISER:
Now, both you and Brampton have an industrial program with, more or less, the same or slightly less money in both cases attributed to it. Are you paying an incentive to the commercials and industrials as well?

1581

MR. HALL:
We haven't designed that program yet. I haven't determined whether or not we're going to need an incentive.

1582

MR. KAISER:
When do you expect a design?

1583

MR. HALL:
Over the next few months.

1584

MR. KAISER:
And I take it you haven't, at this point, figured out what market you're going to offer that in, or have you?

1585

MR. HALL:
Not as in how much to each market. We want to cover the MUSH sector as well as straight commercial and industrial; we want to cover the breadth of those sectors.

1586

MR. KAISER:
Your section on loss reduction, it's at page 21 of your materials. One of the intervenors raised this, and I can't remember which one it was, but these programs have been around for a long time. Were you not able to come up with more definitive estimates of the potential savings system‑wide?

1587

MR. HALL:
Well, this does not ‑‑ oh, system‑wide. Some of the studies are a little old, so using them to estimate the existing system is a little problematic.

1588

MR. KAISER:
Looking under power factor correction, you say loss reductions in the order of 10 to 25 percent are theoretically achievable. If you did that across your territory, and let's say, for the sake of argument, it was 25 percent. What would that yield? What kind of savings are we talking about? I don't know how to take these percentages and translate it to the real world. I mean, is it a big number, a little number?

1589

MR. HALL:
It would be substantial. I believe our losses are in the order of 9 percent so ‑‑ 10 or 25 percent reduction in those losses, they would ‑‑

1590

MR. KAISER:
Can you tell me in the morning what that would mean on your system, if you achieved that? How much would we save? I mean, it's just a matter of arithmetic.

1591

MR. HALL:
In terms of ‑‑

1592

MR. KAISER:
I assume it's reduced in substance.

1593

MR. HALL:
A kilowatt‑hour number?

1594

MR. KAISER:
Yeah. And similarly, under the feeder‑phase balancing, can you do that calculation? Again, you say in the order of 10 to 15 percent. Let's suppose it's 15 percent, what could we look forward to as a system‑wide savings? Can you do the math for me? You don't need to do it now, just give me a number in the morning.

1595

MR. HALL:
I'm not sure what available we have ready, otherwise we would have to actually study a particular feeder to get reasonable numbers, but we'll check and see.

1596

MR. KAISER:
You say you've got 400 subtransmission feeders, 2,700 distribution feeders, this is an average, just using a system‑wide average.

1597

MR. ROGERS:
Mr. Chairman, I'll see we do the best job we can to answer your question. I think I understand the drift of your question. We'll try to have some information for you tomorrow morning.

1598

MR. LYLE:
Mr. Chair, would you wish an undertaking number for that?

1599

MR. KAISER:
Yes, thank you, Mr. Lyle.

1600

MR. LYLE:
We'll mark it as F.1.5.

1601

UNDERTAKING NO. F.1.5:
TO CALCULATE SYSTEM‑WIDE SAVINGS FOR FEEDER‑PHASE BALANCING

1602

MR. KAISER:
Then, Mr. Hall, going on page 23, this is the CFL program. I always think it's the Canadian Football League.

1603

MS. ROSSINI:
We were actually thinking of that for an advertising slogan.

1604

MR. KAISER:
I was a little bit intrigued when you told us, Ms. Rossini, that you hadn't got around to designing this. Is it that complicated to design one of these programs?

1605

MS. ROSSINI:
When I talked to BC, it took them about two months to design it. They had to hire university students, they hired first‑year university students, had to get, you know, whether it's Home Depot or Costco ‑‑

1606

MR. KAISER:
How long have you guys been working on this?

1607

MR. HALL:
If I could clarify, it took them two months to design their program for Vancouver. To try ‑‑ our issue in a lot of programs is designing to deliver to ‑‑ essentially, the whole province is where ‑‑

1608

MR. KAISER:
Right.

1609

MR. HALL:
‑‑ we have to get to. So it's not like we can arrange with, you know, half a dozen stores in one town to ‑‑

1610

MR. KAISER:
Right.

1611

MR. HALL:
‑‑ to distribute items. So ‑‑

1612

MR. KAISER:
I understand, and that's why I'm interested. I know it's a little more of a challenge in the system. You are the largest utility. Most of the utilities have these programs, as you know. It's not an unusual program. The light bulbs you can buy at Loblaws, you know, we're not talking about something complicated. It really is some kind of mechanism to get them in the hands of consumers and notify, or inform, consumers where they are available. Would you contemplate putting a stuffing in your bill, or have you thought of that?

1613

MS. ROSSINI:
Yes, we would.

1614

MR. KAISER:
And then you ‑‑

1615

MS. ROSSINI:
I've allocated all the money for 2005. I'm not spreading that over to 2007. I think in the tables at the back, you'll see that that 1.5 million is all for 2005.

1616

MR. KAISER:
So you think you can get this program off the ground this year?

1617

MS. ROSSINI:
Oh, yeah.

1618

MR. KAISER:
In two months, or so.

1619

MS. ROSSINI:
Well, lighting is a bigger load in the winter, so we were ‑‑ I want to do my farm ones, first. I've sort of prioritized which ones I'm going to do, but ‑‑

1620

MR. KAISER:
Well, we're almost finished the winter, aren't we? There's not going to be much of the winter left if we take much longer ‑‑

1621

MR. HALL:
We're likely to tie in ‑‑

1622

MR. KAISER:
You could try for next winter.

1623

MR. HALL:
Yes. We're likely to fall in with the fall program, that's when EnerCan does their annual CFL promotion, et cetera. So we'd likely tie in with that time‑frame.

1624

MR. KAISER:
And so you'll go and make arrangements with some stores, maybe in different regions in the province, maybe different welfares ‑‑

1625

MS. ROSSINI:
That's right.

1626

MR. KAISER:
‑‑ and tell people, Here's the energy saving from these bulbs and why don't you go to Home Depot, or whoever, and buy some.

1627

MS. ROSSINI:
That's right. I mean, we have a little bit of experience with the EnerCan program that was run in September, 2004. And we, actually, did a special envelope mailing to all of ‑‑ to customers to advertise the EnerCan promotions. And we are also doing before and after customer surveys, to see if the customers paid attention to the bill channel, and to the newspapers. And that will give us information to design our programs, sort of, what's the best vehicle to get the message out to customers? But I did allocate all that money for 2005, and we will do that program this year.

1628

MR. KAISER:
Well, not much is going to happen in ‑‑ well, I guess you're going to try to get the winter of 2005 ‑‑ you're not going to get much of the winter of 2005. You're going to launch it in the fall ‑‑

1629

MS. ROSSINI:
Yeah. That's right.

1630

MR. KAISER:
‑‑ so we're going to get three months out of 2005. That's, really, what we're talking about.

1631

MS. ROSSINI:
That's when the winter peak comes. The winter peak usually hits in December.

1632

MR. KAISER:
I notice that Brampton, on their CFL program, wasn't doing anything in '04 and '05. Theirs was all in '06. But you're saying that yours is going to get ‑‑ some of this is going to be in '05, I guess.

1633

MR. MILLER:
We have monies set aside for '06, but we plan on initiating the program early in '05. We figure, by the time the receipts come in, it will be early '06.

1634

MR. KAISER:
So you do plan on implementing some of it in '05, even though your material shows all these measures in '06?

1635

MR. MILLER:
That's correct.

1636

MR. KAISER:
Thank you.

1637

Thank you, Mr. Rogers.

1638

MR. ROGERS:
Thank you, sir.

1639

MR. KAISER:
Mr. Lyle, what possibility would there be to hear the next witness in‑chief? Or should we proceed over to tomorrow?

1640

MR. LYLE:
I think that's certainly an appropriate course, Mr. Chair.

1641

MR. KAISER:
Mr. Poch, is that acceptable?

1642

MR. POCH:
I'm sorry, I didn't hear the suggestion, sir. Tonight or tomorrow, either is fine for us.

1643

MR. KAISER:
Well, I wondered if it might be better for your witness, who probably wants to get out of town tomorrow, if we get him in in‑chief now ‑‑

1644

MR. POCH:
Certainly.

1645

MR. KAISER:
‑‑ and then the other ‑‑ your friends can be ready to examine first thing in the morning. Is that acceptable?

1646

MR. POCH:
That's certainly fine, Mr. Chairman.

1647

MR. ROGERS:
So the panel can be excused, Mr. Chairman ‑‑

1648

MR. KAISER:
Yes.

1649

MR. ROGERS:
‑‑ for the time being? I'll have them back tomorrow to answer some of these questions.

1650

MR. KAISER:
Yes.

1651

Thank you, panel.

1652

MR. POCH:
Dr. Hill, I'm going to ask you to go forward and be sworn.

1653

GREEN ENERGY COALITION C&DM PANEL 1 ‑ HILL:


1654

D.HILL; Sworn.

1655

EXAMINATION BY MR. POCH:

1656

MR. POCH:
Mr. Chairman, it appears there may not have been an exhibit number yet assigned to Dr. Hill's evidence, so perhaps I can ask Board Staff for that.

1657

MR. LYLE:
Yeah, I can see your confusion. Ms. Spoel? As I understand it, it was prefiled, but I don't believe any exhibit number has been assigned to it, as yet. We can assign it one here, or, later, Board secretary can assign it. It doesn't matter to me.

1658

MR. POCH:
It doesn't matter. We can simply refer to it as "The Prefiled Evidence of Dr. Hill". That's fine.

1659

MR. LYLE:
I'm in your hands.

1660

MR. POCH:
Dr. Hill, first of all, turning to the written evidence of February 4th ‑‑ dated February 4th: That was prepared by you, or under your direction, and you adopt it as your evidence in this proceeding?

1661

DR. HILL:
Yes.

1662

MR. POCH:
And your resume appears as appendix A to that exhibit, after page 11.

1663

DR. HILL:
Mm‑hm.

1664

MR. POCH:
I understand you hold a Doctorate in Energy Management and Policy Planning?

1665

DR. HILL:
I do.

1666

MR. POCH:
And you've been a senior project manager at Vermont Energy Investment Corporation for seven years? Can you tell us about your work at VEIC?

1667

DR. HILL:
Yes. Since I've been at VEIC, my work largely focuses on energy efficiency and renewable‑energy planning. I often work with utilities or multi‑stakeholder partnerships and collaboratives, analyzing potential, developing programs and so on. In this role, I've helped to design and provided implementation support for dozens of ratepayer‑funded efficiency initiatives.

1668

MR. POCH:
I see. Before working at VEIC , you worked for five years with the Telus Institute and the Boston Center of the Stockholm Environment Institute. And what did you do there?

1669

DR. HILL:
I also focused on energy efficiency and renewable‑energy policy and program planning, and working with utility and non‑utility clients throughout North America, and internationally.

1670

MR. POCH:
Now, I understand that VEIC is both a consulting organization and an efficiency‑delivery agency; is that correct?

1671

DR. HILL:
Yes. We do both. VEIC is the home for Efficiency Vermont, under which we do ‑‑ deliver competitively‑bid services to function as the conservation utility for the State of Vermont. We were first hired, in the year 2000, by the state Public Service Board, to deliver programs throughout the state. Vermont has a total of 22 large and small electric utilities, not dissimilar, in some ways, to Ontario, in that respect. In our consulting work, which is the majority of my time, VEIC has worked with efficiency efforts in more than half of the United States, four Canadian provinces and internationally, including recent work in China and Vietnam.

1672

MR. POCH:
All right.

1673

Mr. Chairman, I'd ask that Dr. Hill be found qualified to offer expert opinion on matters of C&DM program and portfolio‑design analysis and implementation.

1674

MR. KAISER:
The Board agrees with that.

1675

MR. POCH:
Thank you. Mr. Chairman I should just pause and say, You and I both spent a week listening to discussion in the EDR case. I think we were ‑‑ somebody said we were at the 30,000 foot level, where we had the regulatory economists, and the intent with Dr. Hill is to come in at about the 15,000 foot level, where ‑‑ my instructions were to him were not to get down into nitty‑gritty program‑level detail, but try to keep it in the space in between.

1676

Dr. Hill, clearly is available, will be available when I finish to answer questions about nitty gritty to the extent the Board has any.

1677

So I'm going to ask you to provide a high‑level overview of your evidence, Dr. Hill.

1678

DR. HILL:
Sure. I'd like to make five points, and I'll refer to Hydro One but the comments are largely applicable to both utilities.

1679

First, I note the Board's practice in the third tranche cases and observe that Hydro One may be in a slightly different position than other distributors due to its scale, its public ownership, access to information and its ability to play a lead role. I think the commitment to action and to develop programs quickly and roll them out is commendable and should be encouraged.

1680

Second, I discussed the pressing need. I think it's been commented on previously, but I think there is a need for the development of avoided costs for Hydro One and all other utilities to use in the planning process. My understanding is that, from the discussion today, that Hydro One is looking at developing the wires‑related avoided costs, but the Panel perhaps could use the opportunity of this proceeding to invite or encourage Hydro One to include evaluations of commodity costs and an avoided cost analysis.

1681

I think that the discussion about whether there are firms available to develop avoided costs in a relatively a rapid fashion for use and to help guide the policy planning and implementation and management of the conservation programs, there are many firms that are capable of turning that type of an analysis around in a relatively quick time frame. And I think it's money well spent to help inform program planning, to demonstrate the economic value of the investments that are being made in conservation and load management, to assess the results and to guide implementation.

1682

I think that the ‑‑ my third point really, the investment of significant resources in the conservation and demand management programs and portfolios should be guided by a comprehensive program design undertaking. The process often entails the analysis of market opportunities and the barriers to energy efficiency that are preventing investments so that we're capturing incremental efficiency savings that would not otherwise occur. In the absence of this planning, it's difficult to judge how well the available resources are being invested. And I've attached, as part of the prefiled evidence, two examples of prospective portfolio cost‑effectiveness screening that may help to ‑‑ it's not meant to be prescriptive in any sense, but may help to guide further efforts in that area. I think when we're talking about the amount of resources that are being expended here, it's very good practice and reasonable to try to do a more detailed program planning exercise than is evident in the planning documents that we've seen.

1683

MR. POCH:
Dr. Hill, I'm just going to interrupt you for a moment to ask you, in that regard, you've said avoided costs for ‑‑ to program planning as opposed to for the end of the day tallying up how well we did. And I'm wondering if you can just give us an example of how having some avoided costs and screening capability early on would help in designing the portfolio and in designing programs.

1684

DR. HILL:
Right. Well, I think that in the ‑‑ there's research to support in a number of jurisdictions that the cost‑effective energy efficiency potential that is out there will very often exceed the resources that are available to invest in energy efficiency and conservation programs. Using avoided costs, truing those up as time goes along, asking the utilities to come back and report if there are any changes that would change the avoided costs that they have used, but having those as a metric and a benchmark is very important because I think in many cases we need to prioritize where the efficiency spending is going, where conservation spending is going. So different program designs will return different cost/benefit analyses, and different markets represent different opportunities about how much savings is available and it's ‑‑ has that answered the question?

1685

MR. POCH:
Yes, it did. Thank you.

1686

DR. HILL:
Okay.

1687

MR. POCH:
Please carry on.

1688

DR. HILL:
Sure. The fourth point I'd like to make is that there's been some discussion this morning of, in the filing, the meaning of pilot program. And the concern that in some of the cases here we're talking really about the staged implementation of, particularly the smart meter programs, and the ‑‑ most of the programs in essence do not appear to need ‑‑ there may be some cases where there needs to be piloting, it's important and we've heard some today which I think is good about the research plans that are in place to help guide those pilot efforts. But many of the ‑‑ particularly the conservation measures or program designs that are being discussed may be new to Hydro One, but are not new just in general to the DSM world. There's a wealth of information to draw upon. I think the programs in those cases can be implemented not as pilots but as staged implementation or fully implemented.

1689

Finally, the other portion of ‑‑ or the other high‑level comment that I'd like to make is that the discussion that has gone on earlier of the 38 percent of the budget is for smart meter implementation, a total of 14.9 million in 2005 and 2006. I think the important point that we'd like to emphasize, given the earlier discussion during today, is that given the Board has made its recommendation to the Minister that smart meter spending in 2006 and beyond be funded in rates, there doesn't seem to be a reason to starve the conservation budget in order to feed the smart meter implementation.

1690

This is particularly true because I think that there are some significant opportunities in the efficiency markets and in program design that haven't been addressed by the current plans. One that has not been ‑‑ several have been discussed here already today, pooling HVAC both for residential and commercial customers is an opportunity, new construction is not addressed at all and new construction is a significant lost opportunity market. It costs us relatively little to implement or affect changes up front in new construction that are then investments that are in place for quite a long time, and it's important for effective program design. That's a major market that I didn't see any discussion of in the plans, and I would recommend that that would be something to be addressed.

1691

I gave in the prefiled testimony a discussion again, at the request of my client, not the particulars of any particular program designs and detailed program plans, but suggestions of areas that have not been addressed that might be addressed in future program portfolio development that I think are worthy of consideration.

1692

Other examples in the residential sector might include more attention to energy efficient windows or energy efficient clothes washers. Again, not addressed in the current plan.

1693

So I suggest that at least, an important component of our recommendation is that at least the 2006 portion of the smart meter budget should be reassigned to conservation. I'm not intending to suggest that the Board micromanage Hydro One's efforts, but I believe that an early indication from the Board of the kind of analysis and effort it expects with relation to these types of investments, and particularly from the largest and the most‑sophisticated distributor, will help set the stage for success in terms of how these funds are utilized and how the programs are implemented going forward.

1694

MR. POCH:
Thank you. I just wanted to ask you to clarify one other matter. There was comments from our friends from Hydro One earlier on, and that was your comments with respect to peak load control and the ‑‑ were they intended to be a criticism?

1695

DR. HILL:
Not intended to be. I think the point that I was trying to make there is that efficiency can often get us the capacity savings that are associated with load management or peak shaving. I mean, we have both load shifting into a different period or peak shaving where we're reducing the ultimate peak, but a lot of efficiency measures have capacity savings associated with them. And so in terms of both the economic and environmental benefits, investing in the efficiency measures will get you capacity savings and also be producing energy‑related benefits as well and customer bills savings for the reduced energy consumption.

1696

MR. POCH:
Thank you. Those are all my questions in chief, Mr. Chairman.

1697

MR. KAISER:
We'll come back at 9:30, but can I just leave one thing with you, Dr. Hill?

1698

DR. HILL:
Certainly.

1699

MR. KAISER:
And I know your counsel has told you to stay at 50,000 feet, and we can't seem to get anyone to land in this business.

1700

DR. HILL:
He said 15.

1701

MR. KAISER:
He's improving anyway.

1702

MR. POCH:
I'm still not jumping out of the plane at that height.

1703

MR. KAISER:
You made the point, as have others, that some of the smart meter expenditures should be reassigned. I'm wondering if, when you come back in the morning, you could give us your opinion as to what your top five alternative programs would be with some guidance as to where they might have been implemented before. So we're cognizant of what you said, we don't intend to micromanage, but sometimes these utilities need some guidance, and with somebody of your experience, we'd like to take advantage of it. So if I could ask you through your counsel to do that, that would be helpful.

1704

MR. POCH:
We'll do our best, Mr. Chairman.

1705

MR. HIGGIN:
Mr. Chairman, I have a pressing engagement tomorrow morning. I wonder it I could have dispensation to provide a short written argument to Mr. Lyle to be read into the record tomorrow.

1706

MR. KAISER:
Sure.

1707

MR. HIGGIN:
I have no questions for Dr. Hill.

1708

MR. KAISER:
Sure, Dr. Higgin, that will be more than acceptable.

1709

MR. ROGERS:
Sir, just before we break, can I ask the Board, is it your intention to have oral argument tomorrow at the conclusion of the evidence?

1710

MR. KAISER:
It was, unless that causes a problem for you.

1711

MR. ROGERS:
No, I don't think so. Well, it's a problem, but I think I can deal with it.

1712

MR. KAISER:
9:30 tomorrow.

1713

‑‑‑ Whereupon the hearing adjourned at 4:28 p.m.

