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UNDERTAKINGS

13

14

‑‑‑ Upon commencing at 9:33 a.m.

15

MR. KAISER:
Please be seated.

16

Mr. Poch.

17

MR. POCH:
Good morning, Mr. Chairman, I understand Mr. Rogers had a couple of administrative matters.

18

PROCEDURAL MATTERS:


19

MR. ROGERS:
Yes, thank you, sir. First of all, I'm not in the habit of making transcript corrections, and I understand there's a process to file transcript corrections, but there is one that I would like to bring to the Board's attention and this occurs at page ‑‑ I'm sorry, paragraph 517. Ms. Rossini was, I think, misheard by the reporter and when Ms. Rossini said I know the OPA has recently been fired.

20

MR. KAISER:
That didn't last long, did it.

21

MR. ROGERS:
She meant to say has recently been hired. So I want to make that correction in case they're reading the transcript.

22

MR. KAISER:
Dr. Carr also wanted that correction made.

23

MR. ROGERS:
And I have answers to undertakings, sir. There are five outstanding undertakings, that will be here I hope this morning. What appears to be simple I have learned with electricity often is not, and so it is taking a little more time than I thought, but I will have it for you this morning. But I do have answers in writing to F.1.1 and F.1.2 which I can file.

24

MR. KAISER:
What exhibit numbers are these, Mr. Lyle.

25

MR. LYLE:
They have an undertaking number, Mr. Chair.

26

MR. ROGERS:
This has to do with the number of transmission customers. You will recall they were asked, that was number one. The second, sir, had to do with the forecast reduction in 2007 that you asked about. They've done the calculation for you. Thank you.

27

I have witnesses here when we're finished with Dr. Hill. If you have questions on that, we can answer them, I hope.

28

MR. KAISER:
Mr. Poch, where are we? Is the witness available for cross‑examination.

29

MR. KLIPPENSTEIN:
Mr. Chair, I'm sorry to interrupt. I think I'd like to thank the applicant for the undertaking answers, but looking at F.1.1, which is the transmission system customers, I notice that the consumption information is provided in megawatts and I think we asked if it could be in megawatt‑hours to make it consistent with figure 2 on page 8 of the ‑‑ page 5, sorry, of the plan, and I wonder if that's a possible addition or a correction.

30

MR. KAISER:
Mr. Rogers, can you answer that?

31

MR. ROGERS:
I'll have to make inquiries. I suspect that we can give an estimate, at least based on the megawatts, but can I take it under advisement, sir, and I'll let my friend know during the course of the hearing.

32

MR. KAISER:
You'll let him know a little bit later?

33

MR. ROGERS:
Yes.

34

MR. KAISER:
Thank you.

35

MR. POCH:
Mr. Chairman, where I left off, we were finishing off in chief and, you will recall, you were inviting the witness to ‑‑ we talked about descending from 30,000 to 15,000 feet, and you were hoping we could get a little lower and give some examples. I think you asked for five, if possible. And I understand Dr. Hill is in the position to offer some suggestions, but first wanted to provide some a little context in caveat to that, if you will.

36

GREEN ENERGY COALITION C&DM PANEL 1 ‑ HILL; CONTINUED:


37

D.HILL; Previously Sworn.

38

EXAMINATION BY MR. POCH [CONTINUED]:

39

MR. KAISER:
Go ahead.

40

DR. HILL:
Good morning. There are just a few things that I would like to touch on and then I do have recommendations, five different recommendations. Before doing those, one thing I'd like to mention is the first attachment in the written report that I filed, which was the Long Island Power Authority plan, I wanted to give a little context for that. That was developed back in 1998‑99, early '99, and was done for a program that was looking to develop a portfolio of roughly the same amount of expenditures, annual expenditures, roughly $32 million a year, so in the ballpark. So the planning documents that I provided or the summary, which gives a brief overview of the program designs, and then I also included for the Board's information the residential new construction program plan. This is one of 10 programs that were included in that overall report and the design. So the full document is significantly larger, but it was in the same type of timing context looking forward in portfolio development and eventual program design, the Long Island Power Authority board after that report chose to adopt a subset of those programs for implementation going forward.

41

That document was something that was developed over the course of a few months, probably about ‑‑ in the four‑month range, I think, and at a cost of roughly between $100 and $200,000. I don't have the full, exact cost for that. But I just wanted to mention that specifically, because I think it may provide some context on what can be done in terms of looking at planning prospectively for a [inaudible] on the development of detailed program plans and at a cost that is, potentially, significantly less than what we were talking about yesterday and the planning that's gone on so far to date. So I think that that can help set some context for moving forward.

42

Another thing that I thought was important to mention is that I know that Hydro One, Ms. Rossini mentioned yesterday that they have had some discussions with other parties about program design and what's about been going on. And indeed, they issued a request for qualifications, that I should mention VEIC did respond to and I personally wasn't a respondent to that, but I know that our consulting group did submit qualifications. They weren't asking for any specific services or anything, but they did ask for a request for qualifications. We responded, and I'm sure many other firms also were responding in terms of providing assistance with program design and development.

43

The discussions that we've had on avoided costs, before I make the recommendations on these programs, the discussions that we've had about the avoided costs again are very critical when we're looking at balancing a portfolio and looking at the economic justifications, the overall economic benefits between programs that are primarily load management and efficiency. Load management, we're saving the peak power, efficiency, we're often getting a peak power reduction as well as the energy benefit. And to fairly compare those, it really is vital and essential to try to have an avoided cost framework where you're looking so that you can help generally in a situation where you may have more program implementation ideas and design possibilities that you will be able to fund. You want to be able to prepare those and look at those carefully, so it's an important part of that planning process.

44

The other reason that our recommendations are encouraging the rapid development of the avoided costs is that because my understanding is in the very near future here, there would also be applications related to 2006 and beyond for conservation and demand management spending. So we're talking about a framework that carries beyond the immediate investments that are captured by these plans.

45

So turning to the recommendations, the first thing that I would like to bring to the attention of ‑‑ a resource that's just recently become available, but I think it's a very useful study and cite that's available now, is something the URL or web address is ebestpractices.com. This was a study that Quantum Consulting, which was based in California, was the primary contractor. I think the study was done for California Utilities, or for Pacific Gas and Electric ‑ I'm not sure exactly who the contractor was ‑ but it takes a look at a number of program designs and best practices, so helps to answer the questions.

46

MR. KAISER:
This is the one that ‑‑ Dr. Hill, that's at page 4 of your material? The reference?

47

DR. HILL:
It is. And some of the recommendations that I would point to today draw from that. But it's a good summary site. It's only been available for about the last two weeks, I think, but it's a good resource.

48

Finally, I think it's important, too, before ‑‑ I'm happy to provide recommendations on the types of program areas for sectors and designs that would be appropriate to investigate, but I just want to place the caveat that this is ‑‑ I'm not as ‑‑ I wouldn't do this in the Ontario ‑‑ you know, I'm not as familiar with some of the particulars in the Ontario market as would be appropriate. And these are really meant to help move the discussion forward on planning process that would go forward. It was ‑‑ David and I discussed last night ‑‑ it was a discussion over a couple beers, but we did ‑‑ I mean, we have program design, but it certainly shouldn't substitute, in any way, for, you know, a more thorough discussion and process, so ‑‑

49

MR. POCH:
But isn't that ‑‑ they were Canadian beers, so it was a quality discussion.

50

DR. HILL:
It was very ‑‑ yes, it was fruitful. So the ones that I'd like to recommend, in response to your question ‑‑ I think residential new construction is, certainly, a market that is worthy of addressing. I think that load growth ‑‑ a large component of load growth, in most electric territories, is associated with ‑‑ I mean, there's some greater intensity build‑up of existing uses, but certainly, new construction is an important, as I mentioned yesterday, lost‑opportunity market. If you don't address it at the time when new construction is going on, you're going to lose significant cost‑effective opportunities. Numerous baseline studies of current practice in new construction show that there are additional opportunities that, often, aren't being captured.

51

My understanding is that there is a infrastructure. And, I think, one of the important questions, or things, to be addressed in the development, potentially, of a new construction program suitable for Networks and Brampton, would be to look carefully at ‑‑ you know, there's EnerGuide for new homes, there's R2000, there's EnergyStar homes, potentially, now, as well, in Ontario. So there's several different standards, potential infrastructures, you could build off of. And I think it would be important to consider how these might be coordinated between different utilities within the province, and/or with other activities that are going on, nationally. But there's an existing infrastructure. It's an important market to address.

52

There are numerous examples, again, off the ebestpractices.com, but current examples that I'm familiar with, in terms of new construction programs, include, you know, Vermont, Massachusetts, New York, Long island, New Jersey. Again, that's tending to be a little bit more my geographic focus, that focus on the north‑east and mid‑Atlantic.

53

MR. KAISER:
Now, how specifically does a utility get to impact, or affect, new construction?

54

DR. HILL:
That's a very good question. I think, in the new construction market, one of the things that's an important component of program design, you could aim to impact an individual consumer, or home buyer. But that has ‑‑ people, in the course of their lifetimes, are going to, generally, buy and be involved in the construction ‑‑ and, usually, the buyer is not involved, up‑front, in decisions that will impact the efficiency of that house. So what a good program design does, is it tends to step upstream a little bit, to work with the builders, and impact their building decisions and general practices. So that, over time, they're incorporating things that would get their buildings to a state where ‑ I'll use the EnerGuide for new homes ‑ that they are meeting, you know, an 80‑point rating.

55

So, typically, an electric efficiency program might provide the builders with the technical assistance to make sure they understand how their building practices translate into the rating scores, how they can address opportunities, when they're not meeting the rating target score that they would like to get. The ratings, generally, are providing an overview of the thermal performance of the building.

56

And then, also, work with the builders to help them market their product as a high‑performance building that has, in the market, long‑term durability benefits, comfort benefits, lower operating costs; help the market understand that there are builders out there who are qualified, and working with a program to provide these higher‑quality homes, and try, again, to work towards a kind of market transformation.

57

If you build that infrastructure, and work with the building markets, the builders, potentially, with realtors, the trades that the builders work with over time, you're helping to seed and jump‑start, you know, a move towards ‑‑ the builders, if you talk with them without a program support, without program activities, they are ‑‑ these may not be the things that ‑‑ customers don't have the ability to distinguish their product in the market because of its energy performance.

58

There are other pressures. I mean, we talk about ‑‑ there are market barriers that keep the builders from adopting these practices. A program ‑‑ and I would also suggest that, in these programs, it's a very good opportunity ‑ I mentioned coordination, potentially, with the other electric utilities, but the gas utilities, as well ‑ it's a very good opportunity to look at the joint delivery of gas and electric efficiency programs that address the new construction market. Because we're talking about, very typically, an improved building performance shell, the sizing of the ‑‑ you know, sizing of heating and cooling equipment, based on an effective thermal envelope, packages to encourage efficient appliances going in.

59

In some of the programs that we're involved with in Long Island, in terms of ‑ and elsewhere in Vermont, too, actually ‑ when the rating comes back the second time on a completed home, there's, actually, a direct‑install compact fluorescent light bulb in the appropriate socket.

60

So there is a number of ways you can impact ‑‑ and, again, you're trying to work with the builders, so that you're transforming the market, in terms of their building practices. Once they adopt certain building practices, they're likely to stay with them. And so the incentive and the technical assistance ‑‑ the work is, typically, going in at that level.

61

MR. KAISER:
Are there any cases in the US in which they've been able to actually change the building codes?

62

DR. HILL:
Yes.

63

MR. KAISER:
Through these utility programs?

64

DR. HILL:
Yes. I think the way that ‑‑ both with ‑‑ this, to a degree, applies in the equipment and appliance markets, as well as the new construction markets. Utility incentive programs can be a good, you know ‑‑ or utility programs ‑ I won't just say "utility incentive programs". Programmatically assisting the market to move up to that next level is a good way to start to get market acceptance, and, actually, move the market, so that you, then, can come in and backfill, and say, Okay, so we're moving the code up; this has become more standard practice now, so we're going to move the code up. If you just try to say, Well, here's existing practice, we'd like to put the code here, that's very difficult. You've got lots of issues with compliance.

65

So the idea ‑‑ some of the theory behind these programs is that you can help to try to move the market, use the programs to help keep stretching out towards further levels of efficiency, and continue to look at opportunities to use code to bring the bottom up, and continue to have something that moves up, over time.

66

The EnergyStar refrigerator standard came about as a result of, you know, the competition ‑‑ they had this golden carrot to improve refrigerator efficiency. All of a sudden, all the manufacturers, really, could produce refrigerators that were much more efficient. The new standards are now the equivalent of what EnergyStar was, a while ago. But it was the beginning of this incentive program that dangled out there, to the manufacturers, We want a competition: You come in with the best refrigerator design that could help to get that started.

67

MR. KAISER:
We hear all this discussion about refrigerators, but it looks like air‑conditioning is a much more important factor. Why does there not seem to be more improvement in the efficiency science of the air‑conditioning?

68

DR. HILL:
I think that, on the name‑plate efficiency, the item that was mentioned the other day, in terms of moving towards a SEER 13, is very commendable. I think that's a very good step. Where the market will go, that's tended to be ‑‑ there are products on the market in the SEER 13 to SEER 16 range. SEER 13 has been, kind of, the higher efficiency end of the markets. Where that will go in terms of the development of the new products, the prices that they will be in in terms of the name‑plate efficiencies, I think will take a little bit of time. Program designs, if your baseline efficiency standard is going to become SEER 13 here, the questions of whether you would actually be ‑‑ whether you want to incentivize higher SEER‑level equipment, I think would deserve some cost‑effectiveness screening and a careful look at what the incremental costs are in the market here currently, those types of things. If people aren't installing these, they're likely to have ‑‑ if the distributors aren't stocking them, they're likely to have a significant premium, and so you could look at the savings based on the cooling out load hours here and those types of things and come up with a decision as to whether you wanted to incentivize the higher‑SEER efficiency units.

69

The items that I would emphasize, and one of the recommendations we made here for HVAC, is to look at those things but also to look carefully at the installation and sizing practices. Because a unit that's a SEER 13 unit, if it's improperly sized or installed in terms of its charge and air flow across the coils and stuff, can perform at the equivalent of a SEER 10. So your name plate says SEER 13, but that's assuming that ‑‑ there are still practices in the industry based on kind of rule of thumb practices that tend to under ‑‑ the equipment as installed underperforms as opposed to its name‑plate rating, unfortunately.

70

MR. KAISER:
While I have you, I don't mean to throw you off your discussion, you've heard this discussion about these load control programs for both residential and customer commercial markets. What this utility is doing is trying to figure out what the, not really the elasticity, but the willingness or how much incentive is necessary to get people to participate in the inconvenience of having their load cut by the utility. They're going to go through a pilot and spend a year trying to figure that out. Is there not experience in the United States that gives us some indication as to what the public's reaction is to these sort of interruptible programs?

71

DR. HILL:
My experience, we tend not to be ‑‑ we tend to focus on efficiency. I have had some experience with load control programs. Ms. Rossini mentioned the Long Island Power Authority's program, which is called LIPA edge, it is a voluntary program for residential customers. They can do, kind of, a cooling‑control program. The customer can override that. So the utility puts in the call, but it's not mandatory. They have found very often that the customers, one, they haven't had, in the time period that this has been running, they haven't had as many control ‑‑ critical control, they haven't used it as much as they thought they might be using it for the peak shaving. And then two, there has been some level of customer override on it.

72

The other thing is just the message you're sending to industrial customers. There is a role, certainly, in terms of when a system is constrained on distribution planning and stuff, there is value to some load control and load management. But you're also sending ‑‑ it's a bit of a ‑‑ you know, turn off the lights and go home type message, or modify your behaviour as opposed to let's really try to look at the efficient way to do things and keep things going and not be penalized in terms of our economic output or our comfort levels or those types of things.

73

MR. KAISER:
So it sounds like you don't expect great gains from that.

74

DR. HILL:
I think that there is a potential place, because there are times when load shaving or peak shaving can be very critical, but I'm not an expert, I'm not as familiar with the design of those. And I think that certainly in terms of ‑‑ I would advocate and I think when we do cost/benefit analysis, if you're just looking at the capacity savings for the very fewer number of hours that these load control measure are going to take, even though that could be a very high level, if you look at efficiency that gets you savings over the lifetime of the equipment and throughout the year, I think you'll find quickly that the efficiency investments are very warranted or very good.

75

MR. KAISER:
Sorry, I interrupted you.

76

DR. HILL:
That's fine.

77

So residential new construction is, I think, the first recommendation. Second, would draw upon experience here, and I think is kind of an enhanced EnerGuide for existing homes. Potentially leveraging that with some additional incentives to look at, say, providing CFL coupons directly to customers when they're getting an EnerGuide audit or incentives for a front‑load enclosed washer, if they chose to replace that. So if their recommendations ‑‑ besides leaving it at the recommendation level, actually provide additional incentives directly to the customers. It can be quickly implemented, easily tracked, easy to verify the direct savings that way.

78

My understanding is that in Ontario, there have been 4,000 households that have received EnerGuide ratings and are saving a third of the space heating, on average. So targeting this again towards ‑‑ greater targeting towards the electric space heating market that Networks and Brampton serves, I think that the ideas that were presented yesterday by Ms. Rossini and the others, in terms of trying to target potentially some of the electric space heating market, makes a lot of sense, and I think there's a good infrastructure and model here. My understanding is Hydro Quebec is also kind of matching or improving upon the incentives that are available as part of their program design for EnerGuide homes, and I'd suggest that that's a good option to explore further.

79

The third recommendation or kind of program concept that I'd suggest deals with cooling, and I've touched on this briefly. The issues around proper sizing and installation, as well as potentially name‑plate efficiency, I think it would be important to look at the name plate efficiency options. The EnerGuide homes, currently my understanding, doesn't deal directly with cooling, so this would be kind of an enhanced or additional component. I think there's an opportunity by dealing with the HVAC trades to address several markets here: Residential, you know, small commercial/industrial, and potentially the MUSH sector. Granted, these are potentially different, but you could develop something that was looking at proper sizing and installation practices by the HVAC trades. And some of them may focus just more strictly on the residential markets, but often you find some spillover across the markets.

80

By the way, one point. That's an example of one of the shifts that we found to be very intriguing and potentially fruitful in Vermont, is trying to get away actually from kind of a programmatic silo approach to things, and trying to address market. So instead of saying to somebody, Sorry, you fall strictly in the residential market or residential program, we're trying to address markets. And so say a ski area has residential developments, it has snow‑making equipment, it has lift equipment, it has new construction at a commercial level, different things like that, maybe some of the appliances going into the new construction, trying to address the market as a whole. And this would be an example where, perhaps, you're focussing on the HVAC trades and something with proper sizing and installation incentives and guidance, technical training and guidance on proper sizing and installation.

81

Two examples are what's called the "Check Me" program, which provides diagnostic support and training. I don't have all the details on this, but it's a program that's being run currently in some jurisdictions in California, is my understanding. And then also the North‑east Energy Efficiency Partnerships has commercial cool choice, and again a strong focus on proper sizing and installation.

82

With the Check Me program, again, relatively high potential to leverage off of an available infrastructure to have site‑specific savings, diagnostics and estimates at hand readily so that you can gauge what your ‑‑ both your peak lead and your energy‑savings estimates are, right at the time. And I think something that you could ‑‑ you'd work over time to get the trades involved in ‑‑ the time, really, would be the ‑‑ getting the trades familiarized with this and involved in it. But it's a ‑‑ it's worthy of consideration I think.

83

The fourth example ‑‑ again, I think, a reference back to experience, here. My understanding is that the Ontario Hydro ‑‑ the Savings by Design ‑ so we're talking about, kind of, the commercial/industrial, new construction markets ‑ Savings by Design, a new construction program for the commercial/industrial market, again, the potential to coordinate this with other electric utilities and/or gas utilities. A focus on trying to move, potentially, upstream, to the process where an integrated design for new commercial buildings ‑‑ that the decisions are being made early on in the design process, as opposed to waiting until somebody has a new building, kind, of designed and everything already underway, and you're coming it and trying to see what efficiency you can tack on. The benefits, really, are best captured if you're there up‑front, early on. You can influence, overall, the integration of the building system, so that there's sizing based on the thermal load of the efficiency gains ‑‑ a number of different things.

84

My understanding is the Ontario Hydro Savings by Design program was very effective.

85

Other examples would be design 2,000 Plus Query Format by Ingrid in the US. California also has, currently, a Savings by Design program, named the same thing as the former Ontario Hydro program. I don't ‑‑ I haven't worked directly with that. Massachusetts Gas and Electric Utilities are doing that. Vermont and Long Island. So again, there are examples of that that are available to reference, in terms of trying to develop a specific program design.

86

And the fifth area that I'd recommend looking into has to ‑‑ addresses the ‑‑ some of the discussion, yesterday, dealt with the non‑transmission level, the distribution level commercial/industrial sector, maybe the small munis. And what I'd suggest, there, is to think about ‑‑ these are opportunities that are not, typically, a cookie‑cutter opportunity, but, because of their size, they're, typically, not something that the ESCO market is addressing.

87

And what I'd try to look at is something that would encourage greater activity, you know, either through the retainer of a consulting‑engineering‑type firm, or incentives for consulting‑engineering firms to come work with these customers, to not say to them, We have a self‑audit tool available on the web that you can make use of, and figure it out for yourself. These ‑‑ I think, as Ms. Rossini was saying, these are the firms that may not have that level of technical expertise, the engineering expertise in‑house. And there are, you know ‑‑ either because they have equipment replacements coming up ‑ if they do, you certainly want to take advantage of that time of equipment‑replacement opportunity ‑ but there, also, can be opportunities when you could go to a school board and say, If you change out those lights in the gym, you know, or whatever. The municipal ‑‑ I'm not familiar with the structure of school financing, and the school boards, you know, situation specifically here in Ontario.

88

But I think that there are opportunities when you can provide that level of technical assistance, the utility program, perhaps, supporting that, that you would be able to identify good savings opportunities. Examples? BC Hydro has a Power Smart partners program. Not ‑‑ again, I think that I'm not intimately familiar with the structure of that program, but I think that this type of model ‑‑ at VEIC we have a business energy services, Efficiency Vermont, provides business energy services. We can do this type of thing. We work with the Superintendent's ‑‑ State Superintendents's Association in Vermont has a school energy management program, and we provide, kind of, consulting, engineering visits and services.

89

NYSERDA, the New York State Energy Research Development Authority, has a C&I program that will provide targeted technical assistance to this range of customers, and Sacramento Municipal Utility District. So those are some examples on that one.

90

So those are ‑‑ again, those are five areas that, I think, are good examples of the type of thing that would be worthy of looking at, in terms of program design. And I'm confident that you would be able to design programs that would be cost‑effective and return significant benefits.

91

MR. KAISER:
You talked about, a number of occasions, avoided costs, and you referred in this ‑‑ I suppose, part of the reference at page 4 of your material. In terms of the guidelines that utilities put out to measure the costs and benefits, what's the best one in the United States, in your view?

92

DR. HILL:
That's an interesting question. I don't know if I can, with any real basis, say what I think the best avoided costs that have been adopted are. I'll leave it at that.

93

MR. KAISER:
Okay.

94

Mr. Rogers?

95

CROSS‑EXAMINATION BY MR. ROGERS:

96

MR. ROGERS:
Thank you.

97

Well, join the club, Dr. Hill, because we don't know how to do it either.

98

DR. HILL:
No ‑‑ well, I'm not saying I don't know how to do it. I think it definitely can be done ‑‑

99

MR. ROGERS:
Well, we'll come to that.

100

DR. HILL:
Okay.

101

MR. ROGERS:
We'll find out how you would want us to do it.

102

DR. HILL:
Okay.

103

MR. ROGERS:
First of all, before we get into some of the suggestions that you've made ‑‑

104

DR. HILL:
Yes.

105

MR. ROGERS:
‑‑ I'd like to just look at a little bit more about you, and your organization, because I'm not familiar with them.

106

DR. HILL:
Mm‑hm.

107

MR. ROGERS:
And I gather that your company is a consulting company in Vermont?

108

DR. HILL:
We're a nonprofit organization. We're based in Vermont. We currently have about 100 employees. Of that group, there are nine of us that are in what's called the "planning and evaluation group." The majority of the work that the planning and evaluation group does is consulting and program ‑‑ consulting for potential studies for program design and implementation, cost‑effectiveness, screening, advocacy work, those types of things. We do that, largely, outside the state of Vermont. We also support the planning and evaluation activities for Efficiency Vermont. The largest component of VEIC's staffing, and our overall organizational budget, is the Efficiency Vermont contract, which we started in 2004 and have been implementing ‑‑

109

MR. ROGERS:
I see ‑‑

110

DR. HILL:
‑‑ since then.

111

MR. ROGERS:
All right. You're based in Vermont?

112

DR. HILL:
Based in Vermont.

113

MR. ROGERS:
You live in Vermont?

114

DR. HILL:
Live in Vermont.

115

MR. ROGERS:
And when you're through here, today, you're going back to Vermont?

116

DR. HILL:
Yes, I certainly hope so.

117

MR. ROGERS:
I see from your curriculum vitae, appendix A, that Dr. Hill ‑ that's you ‑ is an energy expert specializing in residential energy efficiency.

118

DR. HILL:
That's correct.

119

MR. ROGERS:
Is that so? And I noticed that many of the recommendations that you've made to us deal with residential ‑‑ the residential sector.

120

DR. HILL:
Right.

121

MR. ROGERS:
Your organization is a nonprofit organization, you said?

122

DR. HILL:
That's correct.

123

MR. ROGERS:
And, from looking at your curriculum vitae, and the things you've done recently, would it be fair for me to say that you're a residential‑conservation advocate?

124

DR. HILL:
I am an advocate, yes. Part of our ‑‑ our organizational mission is to help ‑‑ is to encourage ways to reduce the environmental and economic costs of energy use.

125

MR. ROGERS:
All right. And I gather, from your evidence, today, and on reading your material, too, that you think that the emphasis should be on what you call "conservation", which I think in terms of as "energy savings", rather than "peak savings."

126

DR. HILL:
The term that we, typically ‑‑ in the United States ‑‑ I know that conservation and demand management is adopted, here. We really encourage the use of efficiency, because, I think, conservation does have a connotation of making do with less, or, maybe, lifestyle choices that we're talking about, or just overall societial choices. But we really do try to focus on efficiency, which is getting the most out of ‑‑ getting the greatest energy use services you can out of the available resources. Capacity is the ability to deliver energy services. So the capacity planning and the capacity benefits are very real in the work we're doing, and we try to fairly value both the capacity and the energy savings benefits. I'm not a capacity versus energy advocate, I wouldn't say that.

127

MR. ROGERS:
So you do agree that it is important for utilities to, when they're planning, to have a ‑‑ have regard for peak demand and to reduce peak demand, if possible.

128

DR. HILL:
Absolutely.

129

MR. ROGERS:
And of course, if you can reduce peak demand, you save a lot of capital; correct?

130

DR. HILL:
Mm‑hm.

131

MR. ROGERS:
And when you reduce peak demand, you knock off the peaking plants that are providing the power on the peak.

132

DR. HILL:
It depends whether you're ramping specific plants down or you're actually having a large enough ‑‑ yes, there's benefits, absolutely.

133

MR. ROGERS:
If coal happens to be on the margin and you can reduce the peak demand, then you're shutting down some coal plants; right?

134

DR. HILL:
Yes.

135

MR. ROGERS:
Which has, obviously, very beneficial effects for the environment; do you agree?

136

DR. HILL:
Yes.

137

MR. ROGERS:
So it's quite desirable to shave peak, particularly if you have coal plants on the peak.

138

DR. HILL:
It is.

139

MR. ROGERS:
You're aware that Ontario has coal plants on the peak.

140

DR. HILL:
Yes.

141

MR. ROGERS:
So I take it you would be an advocate here of reducing the peak demand in Ontario.

142

DR. HILL:
Yes, I would be. I think that there ‑‑ yes, and if you can do that with efficiency measures, a balance of efficiency and peak shaving, then I think, yes.

143

MR. ROGERS:
Fair enough. You have said, and I'm sure there's no quarrel with this, that it takes a balancing of both peak and energy‑related measures to have the most appropriate program overall; correct?

144

DR. HILL:
I think both should be considered, yes.

145

MR. ROGERS:
And would you not agree with me that the person in the best position to make that judgment as to balance are those people who are most familiar with the marketplace in which the utility is operating?

146

DR. HILL:
I would say that it's ‑‑ I'm not sure that there's an individual best suited for it. I think that ‑‑ I think, collectively, it's an important process to balance these. I think that, my experience is, anyone planning in a vacuum from ‑‑ the planning and the process of developing plans, investment plans, et cetera, is best conducted in, kind of, a multiparty, stakeholder‑type of environment. These shouldn't be developed in isolation from the important customer classes, from the utilities, from the advocates, from market experts, from the trades, from all the people who are influenced by these programs.

147

MR. ROGERS:
I quite agree.

148

DR. HILL:
They are significant investments and they will impact this recommendation about the HVAC trades. If the utility were to pursue and go forward with that, you wouldn't want to do that just in a vacuum because of planning said this was the best thing.

149

MR. ROGERS:
I'm not suggesting that you should proceed in a vacuum, quite the opposite. I'm suggesting that in the exercise of judgment, in the balancing that's required, it's very important to have a detailed knowledge of the marketplace in which the changes are to be implemented. Isn't that obvious?

150

DR. HILL:
I think that it is very important. And as I was saying earlier today, I'm not pretending here to be an expert in the Ontario market. I think that program planning should be informed by, and continually updated by, information from the markets in which the programs are being implemented.

151

MR. ROGERS:
Right.

152

DR. HILL:
But I think that lessons learned from a number of markets and jurisdictions is also a very useful place to start.

153

MR. ROGERS:
I wouldn't disagree with that, nor would my client.

154

Have you been to Toronto, by the way, before, by the way?

155

DR. HILL:
Mm‑hm.

156

MR. ROGERS:
Have you consulted here before in Ontario?

157

DR. HILL:
No, I have not.

158

MR. ROGERS:
So this is your first job in Ontario consulting?

159

DR. HILL:
Yes, it is.

160

MR. ROGERS:
I gather that your company actually bid ‑‑ not bid but submitted a proposal or your qualifications to my client with respect to the work that's been ongoing?

161

DR. HILL:
When there was a request for qualifications that was submitted, the request for qualifications, as far as I know we haven't heard. There was no further correspondence.

162

MR. POCH:
Mr. Chairman, just so there's no confusion on the record, I should say Mr. Hill's answer was correct, but his colleagues have consulted frequently in Ontario for my client amongst others and ‑‑

163

DR. HILL:
Right.

164

MR. POCH:
And Mr. Plunkett, who is noted in the evidence as having assisted in optimal energy, has also consulted in Ontario, both in electric and gas.

165

MR. ROGERS:
That's fine.

166

MR. MILLER:
Thank you.

167

MR. ROGERS:
Unfortunately or fortunately you're here, Dr. Hill, and so I'm asking you the questions.

168

DR. HILL:
That's absolutely fine.

169

MR. ROGERS:
Not your colleagues.

170

May I ask when you were retained by my friend, Mr. Poch, in this case?

171

DR. HILL:
I think that it was not ‑‑ probably a month, roughly a month ago.

172

MR. POCH:
Is it important?

173

MR. ROGERS:
No, no, that's fine. About a month ago.

174

DR. HILL:
Yeah.

175

MR. ROGERS:
So in fairness, you've had ‑‑ do you have other jobs ongoing at the moment?

176

DR. HILL:
I do.

177

MR. ROGERS:
So this is one of a number of projects that you've worked on over the past month.

178

DR. HILL:
Yes, it is.

179

MR. ROGERS:
So you've devoted part of your time over the past month in considering what we should be doing in Ontario with respect to our conservation and demand management.

180

DR. HILL:
Yes.

181

MR. ROGERS:
And you would agree that my clients, and you may disagree with them, have spent infinitely more time than that in trying to come up with a reasonable balance, having regard for what the Minister's asked for here in Ontario.

182

DR. HILL:
Yes.

183

MR. ROGERS:
And I'm sure you would agree, would you not, that you may disagree with them, but don't you think that their opinions are worthy of respect?

184

DR. HILL:
I respect their opinions and their efforts to ‑‑ I also have experience with, and I think it's very important, working with people to try to support. And I certainly do support their efforts to support the efforts overall in Ontario to move forward with efficiency and conservation and demand management.

185

MR. ROGERS:
Good. And you heard the evidence yesterday, which we tried ‑‑ which was designed really to meet some of the comments that you made in your evidence, you led in chief talking about the consultants that they've hired, the professor, for example, to help with the surveys.

186

DR. HILL:
Right.

187

MR. ROGERS:
And some of the detailed planning that has gone into the submission, which wasn't available in the submission itself but on their latest submission, that gave you some reassurance that they have thought this thing through, did it not?

188

DR. HILL:
It was useful. I think that some of the ‑‑ I think it's important to ‑‑ yes, it was useful. I might add that some of the information and activity that has gone on, it would have been beneficial to actually have had it in the program plan, but yes.

189

MR. ROGERS:
Maybe, but you can't have a 500 page document, you understand that.

190

DR. HILL:
Absolutely, absolutely.

191

MR. ROGERS:
Well, you can have but it's not recommended.

192

Now, let's just come to some of your recommendations this morning that, I gather, you and Mr. Poch thought these up last night, did you?

193

MR. POCH:
I can't take any credit, I'm afraid.

194

DR. HILL:
Last night, I wanted to be responsive to ‑‑ the written piece we prepared was to try to not get, you know, not provide specific program designs and say, Well here's what you should do based on what we've come up with, but to encourage ‑‑ well, you've seen the recommendations.

195

MR. ROGERS:
Yes.

196

DR. HILL:
To encourage the avoided costs, to do more detailed program planning, that stance.

197

Last night, we were asked by the Chairman to come back with some suggestions for markets that I think might be potentially very good opportunities for further consideration, and so that's what we provided.

198

MR. ROGERS:
That's fine. I know you did it in response to a question.

199

DR. HILL:
Yeah.

200

MR. ROGERS:
I'm not being critical.

201

DR. HILL:
Yeah.

202

MR. ROGERS:
I'd like to explore some of the ideas with you.

203

DR. HILL:
Sure.

204

MR. ROGERS:
First of all, though, let's set the context here. From reading your evidence, this is on page 1 of your evidence, you say that Hydro One is the largest distribution entity in the province, which I think is true. It's provincially owned, which I think is true. It's geographically diverse and has greater access to resources than most of the provinces's LDCs. Accordingly, it should be encouraged to take a leadership role in its 2005 efforts.

205

DR. HILL:
Mm‑hm.

206

MR. ROGERS:
At some point in your submission here too, which I could find in a moment, you say that, I think dealing with the question of avoided costs, that Hydro One has access to greater information than the other LDCs. Do you hold that belief?

207

DR. HILL:
Where are you referring?

208

MR. ROGERS:
I'll have to find it for you. I can't right now. But do you think ‑‑ let me put it this way. Was a part of your belief in coming here that my client somehow has an inside track to information from the government or from other sources that other LDCs don't have?

209

DR. HILL:
No. What I ‑‑ the intent, I think, here is to encourage the ‑‑ some of the ‑‑ given that there are quite a large number of utilities, many with much smaller budgets, and much more limited resources to develop their C&DM plans, the intent here was to say that Networks is in a good position to take a leadership role, and with respect to their efforts and resources and ability to do that, and to suggest that it's an important opportunity ‑‑

210

MR. ROGERS:
Right.

211

DR. HILL:
‑‑ and potential precedent. An so ‑‑ but not, certainly, that there's an inside track. So if that's ‑‑ if the writing indicated that, then, that's a mistake.

212

MR. ROGERS:
All right, thank you. I ‑‑ it's important, I think, in the context, or discussion, to understand what your beliefs are, in giving your evidence. And by the way, Dr. Hill, the reference that I had in mind was in the transcript at paragraph 1679, when you did say that ‑‑ you observed that:

213

"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."

214

That's ‑‑ I think, that's what I had in mind.

215

DR. HILL:
Access to information might, in something like that ‑‑ I mean, there's ‑‑ they, by the size of their service territory, and the number that they serve, they'd be in touch with certain market players.

216

MR. ROGERS:
Well, that's ‑‑ I agree with that. If that's what you meant, then I think I can accept that. That's fine.

217

What I need to know from you, quite frankly ‑ I'm thinking I can, maybe, put a point on this discussion ‑ is, when you go back to Vermont this afternoon, what are ‑‑ what is my client supposed to do on Monday morning? And what is the Board supposed to do with your recommendations on Monday morning? All right? So that's what I want to discuss with you.

218

DR. HILL:
Mm‑hm.

219

MR. ROGERS:
Now, first of all, Hydro One is a big utility, I agree, but you are aware that there was a group of six large utilities that have been to this Board for approval of its C&DM proposals about two months ago?

220

DR. HILL:
Yes.

221

MR. ROGERS:
And do we take it that your comments, here, today, apply equally to those utilities?

222

DR. HILL:
I have not ‑‑ I wasn't asked, in the scope of what we are doing. I haven't reviewed their plans, et cetera. I ‑‑ to the degree that I would encourage them to do the best job of planning and balancing out the opportunities, and make wise investments with the money that they're going to put forward, certainly.

223

MR. ROGERS:
Well, obviously. I think we can all agree on that. But you made some recommendations, here, which might influence the Board to make findings, here, that will affect my client. You understand that?

224

DR. HILL:
Mm‑hm.

225

MR. ROGERS:
And my question to you is, would there ‑‑ do you recommend that their findings, here, if they do accept what you said, and somehow ‑‑

226

DR. HILL:
Mm‑hm.

227

MR. ROGERS:
‑‑ implement that, would that apply equally to Toronto Hydro and the other group of six?

228

DR. HILL:
To the degree it would not ‑‑ I would not want to ‑‑ to the degree that it's at the level that was encompassed in the ‑‑ I think, in the report, yes. I mean, I think saying that there's an important level of program design and cost‑effectiveness screening that should accompany these, I would feel comfortable recommending that. Again, I ‑‑ not being asked, or tasked, specifically, to participate in that, but I would think that that would be applicable, sure.

229

MR. ROGERS:
Are you aware that that group of six utilities had proposed expenditures, I believe, in excess of $70 million for C&DM programs?

230

DR. HILL:
I wasn't aware of the exact amount, bit ‑‑

231

MR. ROGERS:
And that would be significantly more than my client is proposing before the Board; correct?

232

DR. HILL:
That would be.

233

MR. ROGERS:
So, what I want to know is this, now, sir: If some modifications are to be made in my client's proposals, because of your recommendations, would you recommend that those same types of changes ‑‑

234

MR. POCH:
Excuse me ‑‑

235

MR. ROGERS:
‑‑ should be made?

236

MR. POCH:
This is now the third time this question has been asked. I think my witness has already answered. He said he's not ‑‑ he hasn't looked at them. His general suggestions apply, but he's not in a position to respond on those particulars.

237

MR. ROGERS:
Well , what are we to do, then, on Monday morning, when you go back to Vermont? I mean, what does the Board do with the six utilities whose plans it's already approved?

238

MR. POCH:
Mr. Chairman, this is really getting into argument.

239

MR. KAISER:
I think, Mr. Rogers, that the witness has said he hasn't reviewed the plans of the big six. Is that correct, sir?

240

DR. HILL:
That's correct.

241

MR. KAISER:
If that's the case, I don't know ‑‑

242

MR. ROGERS:
Very well, then.

243

MR. KAISER:
‑‑ how he can comment on it.

244

MR. ROGERS:
Can we talk about avoided costs? I'm sure you would be glad to talk about avoided costs. You said ‑‑ or, the impression I have, Dr. Hill, is that it's quite a simple thing ‑‑ that's, perhaps, unfair, but it's not that difficult to calculate avoided costs, including the generation component of those avoided costs.

245

DR. HILL:
I think there are ‑‑ I do not ‑‑ I've never been, personally, hired to ‑‑ or developed avoided costs, myself. But there are, certainly ‑‑ we, when we do cost‑effectiveness screening, and when utilities across the continent are doing that, they're using avoided cost estimates that are developed, typically, on projections of fuel prices and marginal‑capacity costs, and looking at a time frame, generally, in a, you know, 15‑ to 50‑year horizon. There's a certain amount of uncertainty associated with anyone's forecast of commodity, you know, gas prices, et cetera. But it is something that's ‑‑ it's not at all an uncommon or ‑‑ an uncommon business practice, or analytical task, for people to undertake.

246

And I would suggest that it would be possible for parties in Ontario to commission ‑‑ or to work with experts in the area, to have avoided costs that would be useful for the type of analysis that I've suggested here. I don't think it would be a major investment to have somebody develop, and be able to defend, a set of avoided costs that the parties could look at, and agree upon, in a relatively short time frame, and with a, relatively ‑‑ you know, budget of $25,000 to $50,000, or something like that.

247

MR. ROGERS:
Really? You can't do it yourself?

248

DR. HILL:
I can't do it myself. I probably could have done ‑‑ no, I would not do that myself. That's not my ‑‑ I do my other jobs.

249

MR. ROGERS:
So what is your recommendation here, now ‑ just so I understand it, clearly ‑ to this Board? You're recommending that the Board hire a consultant to develop avoided costs? Or that the Board direct my client to hire a consultant to develop avoided costs? Or that the Board do something else? What is it? Which is it?

250

DR. HILL:
That the parties are in the best decision to determine what makes the most sense in that terms, but the process is important and should move forward.

251

MR. ROGERS:
All right. Well, I think, if that's all you're saying, then I don't think we have any disagreement. So you're not proposing that this Board should mandate that my client has to go out and hire a consultant to develop avoided costs before its programs can be approved?

252

DR. HILL:
I don't feel that I'm in the ‑‑ I don't feel I'm the proper person to say this is the ‑‑ between the parties. I think it is very important to move it forward ‑‑

253

MR. ROGERS:
All right. Well, I think we're ‑‑I don't think there's any disagreement with that. If that's all your point, then I agree with you.

254

DR. HILL:
‑‑ and relatively quickly, you know. I don't think that the ‑‑ you know, I understand that there's the RFP out there. After the RFP, where new generation capacity is, you know, awarded, I'm not sure if there'll be information that comes out of that, directly, that would significantly make a difference, or assist the process of moving forward with avoided costs. I think it's a worthwhile component of investment and planning, and that would be it.

255

MR. ROGERS:
Well, we heard, yesterday, that my client is trying to develop avoided cost for its distribution system.

256

DR. HILL:
Yes.

257

MR. ROGERS:
You encourage that? They're on the right track?

258

DR. HILL:
I think it should be something that is ‑‑ you need to have all the pieces of the puzzle in place. So ‑‑

259

MR. ROGERS:
That's one component, though. Isn't that one piece of the puzzle?

260

DR. HILL:
That's one piece of the puzzle.

261

MR. ROGERS:
All right. And they're working on that.

262

DR. HILL:
Yes.

263

MR. ROGERS:
And then they said, as well, that they're hopeful that they can use the model that they're developing for the distribution cost to apply to the transmission cost. Did you hear that?

264

DR. HILL:
Another piece ‑‑ yes.

265

MR. ROGERS:
So that's the second piece of the puzzle. Correct?

266

DR. HILL:
Yes.

267

MR. ROGERS:
So you, at least, can see that Hydro One is moving towards getting two pieces of the puzzle in place, fairly quickly.

268

DR. HILL:
I would agree they're working on transmission and distribution. My understanding was they thought they would have distribution relatively quickly ‑‑

269

MR. ROGERS:
Right.

270

DR. HILL:
‑‑ and transmission.

271

MR. ROGERS:
A month or so, later, I think, was the evidence ‑‑ hopefully, if the model applies.

272

DR. HILL:
Okay.

273

MR. ROGERS:
Fair enough?

274

DR. HILL:
Mm‑hm.

275

MR. ROGERS:
So that's really two out of three pieces, I think, isn't it? And the third piece is the generation, or the demand side?

276

DR. HILL:
You need to have all three.

277

MR. ROGERS:
Right, and that's the problem with the immediate calculation of these costs, isn't it? It's really the generation component of that.

278

DR. HILL:
I don't think that there's necessarily a greater difficulty or lesser ability for, again, some party to take it upon themselves to address that.

279

MR. ROGERS:
Fine, that's fine. So what we need to do then is to get someone to calculate the third piece of the puzzle, which is the generation side of it; correct?

280

DR. HILL:
What we need is comprehensive avoided costs that can be used to help guide the investments. And even to the level, actually, we haven't talked about it, but to the degree that there are forecast commodity prices for non‑electric benefits, avoided costs ideally would incorporate potential fuel oil savings, natural gas savings, et cetera, so comprehensive avoided costs.

281

MR. ROGERS:
I understand, but I just want to understand the ‑‑ going forward here, what we need to do.

282

DR. HILL:
Mm‑hm.

283

MR. ROGERS:
And I'm concerned about how we're going to get the information to develop the costs, the avoided costs, of the generation piece of the puzzle. Now, you ‑‑ you do understand, don't you, that my client does not generate electricity?

284

DR. HILL:
Yes.

285

MR. ROGERS:
And that it, therefore, is not in a position with its own data to calculate those costs.

286

DR. HILL:
I don't feel comfortable necessarily saying what they would or would not be able to do along those lines. I don't know enough about that.

287

MR. ROGERS:
All right. Do you think the fact that the province has stated that it is going to phase out all of its coal plants in 2007 will affect avoided costs?

288

DR. HILL:
Yes, I think that will influence the generation mix as well as the mix of fuel, yes.

289

MR. ROGERS:
It's a pretty big step, isn't it? It's going to have quite an impact.

290

DR. HILL:
I think it's a significant change in the infrastructure, sure.

291

MR. ROGERS:
Do you know how many megawatts that is, that involves?

292

DR. HILL:
I don't.

293

MR. ROGERS:
Do you know anything about refurbishing of nuclear plants that is on the horizon in the near future in Ontario?

294

DR. HILL:
I have not had the opportunity to study the generation and supply situation and mix in Ontario. But I don't ‑‑ that's not a ‑‑ so, no, I don't.

295

MR. ROGERS:
All right. These would be things that would have to be taken into account in calculating the avoided costs, wouldn't they?

296

DR. HILL:
Absolutely. I would recommend you don't ask me to calculate the avoided costs in Ontario.

297

MR. ROGERS:
No, I'm not going to. Look, I've got a whole list of things here that we can go through here, Dr. Hill, but I don't want to waste the Board's time. Will you take it from me that there are many, many, uncertainties in this province that may not apply in Vermont, concerning future generation?

298

DR. HILL:
Well, no. There, I actually think that the specifics of saying we're going to phase out coal plants by 2007 certainly provides a specific issue that should be considered in Ontario. In Vermont, again I'm not being asked to conduct the avoided costs, but we have both expiring licences on a nuclear power plant, we have expiration of long‑term power purchase contracts with Hydro Quebec, those represent 60 to 70 percent of our supply. We do cost‑effectiveness screening. The State accepts the cost‑effectiveness screening, it uses it to document the fact that the efficiency savings are coming in at a significantly lower cost than supply. Given the uncertainties around the supply market, nobody can say for certain what those will be, but there's power planning that goes on in uncertainty in these situations.

299

MR. ROGERS:
Of course.

300

DR. HILL:
So I don't think that Ontario has necessarily things that, therefore, make the calculation and development of avoided costs significantly ‑‑ that precludes that.

301

MR. ROGERS:
And I agree. There's always some uncertainty, that's why you have to estimate them.

302

DR. HILL:
Yeah.

303

MR. ROGERS:
And you don't agree that Ontario has more uncertainty than Vermont because we're going to be phasing out all our coal plants in 2007.

304

DR. HILL:
We're facing 70 percent of our capacity, you know, by ‑‑ within a 10‑year ‑‑ within an 8‑year time horizon, 70 percent of our capacity is uncertain. So I can't compare that to Ontario's situation right now.

305

MR. ROGERS:
All right. Now, as a practical matter, to get back to my point, how will this work in your recommendation here now? You're not advocating now, I gather, I hope, that the Board should not approve my client's proposals because they don't have available the full avoided costs for comparative purposes?

306

DR. HILL:
Our recommendations, I think, really as stated on page 11, we are asking potentially for some redirection of the monies. We're not saying the Board shouldn't approve the application. We're saying they should be asked to play a leading role in the rapid development of avoided costs in a more detailed program and portfolio development, and then I think ‑‑ I welcome the opportunity this morning to kind of expand on those and suggest areas that they might look into.

307

MR. ROGERS:
Are you ‑‑ I'm sorry to be so obtuse, I don't quite understand. Are you recommending to the Board that it not approve my client's plans until it has avoided costs available as a screening mechanism?

308

DR. HILL:
No.

309

MR. ROGERS:
All right. But you are recommending that on a going‑forward basis, my client should cooperate and take a leading role, as you put it, with whatever authorities are appropriate to develop these avoided costs. Is that it?

310

DR. HILL:
Rapid development.

311

MR. ROGERS:
Well, then I don't think we have too big a disagreement. Let's move on to some of your recommendations this morning.

312

DR. HILL:
Sure.

313

MR. ROGERS:
You're suggesting, and I think you said it yesterday, too, Dr. Hill, that one of the areas that you thought my client had not looked at and they should is new construction, residential construction.

314

DR. HILL:
Yes.

315

MR. ROGERS:
And by that, are you thinking in terms of space heating in new homes?

316

DR. HILL:
Comprehensive program to address efficiency opportunities in new construction. So it includes pooling ‑‑

317

MR. ROGERS:
What does that mean, pooling?

318

DR. HILL:
Cooling, I'm sorry, cooling.

319

MR. ROGERS:
Air‑conditioning.

320

DR. HILL:
It would basically address the thermal envelope and performance of building, the sizing and efficiency of the equipment that's installed, the water heating, the appliances, lighting, it's a ‑‑ yes.

321

MR. ROGERS:
All right. And Ontario is quite a big place, you know that.

322

DR. HILL:
Mm‑hm.

323

MR. ROGERS:
Do you have any idea of how many new residential housing starts there are in Hydro One's area of service?

324

DR. HILL:
I don't. That would be certainly an important ‑‑ I didn't go into, kind of, the next level of, okay, where are you going to start in terms of looking more specifically at a program design. I know I work ‑‑ the Long Island Power Authority is roughly a million distribution customers. They have 5,000 housing starts per year. Very different in terms of the geographic mix and economics but, you know, if somebody asked me, well, what's your first guess, I would say it's less than 5,000 housing starts a year. So ‑‑ but that would be an important place to start looking at before I would say absolutely this is auto ‑‑ before you could say this is a cost‑effective program, you would go going through a process of looking at what's your baseline, how many houses are we talking about, what's the average savings per household that we would attain, what are the program costs, et cetera. So that's a good thing to look into, certainly.

325

MR. ROGERS:
To look into. Now, this Long Island, is that a gas and electric company or just electric?

326

DR. HILL:
The Long Island Power Authority is an electric company. There is a gas company throughout a good portion of their territory, Keyspan Gas. We've been recommending that the program be run in conjunction with Keyspan Gas for a long time. So far it's an electric‑only program.

327

MR. ROGERS:
I want to ask you about that, because your recommendation this morning, I think the top one was this new residential starts. Did you have it in mind to be some kind of combined program with electric and gas utilities?

328

DR. HILL:
I think there is a good opportunity to examine that. I didn't ‑‑ in the list this morning, was not necessarily ranked, prioritized, just, kind of, gone through in a ‑‑ in the order that they were written down. Where there is gas ‑‑ where there is gas‑service territory, the potential benefits of marrying the delivery infrastructure, the program administrative structure, the dealing with ‑‑ actually, dealing with the market ‑‑ I was talking to someone about dealing with builders. We all know that the builders are very busy. They don't, necessarily, want to have somebody come and tell you, I work with the electric program, efficiency program, here's what you can do; and, then, have to deal with somebody else who comes and says to you, I work with the gas program, efficiency program, here's what you have to do.

329

If you can have an integrated program design, it has significant benefits.

330

MR. ROGERS:
All right. Now, just in the context of this present application, which I'm going to be asking the Board to approve this afternoon ‑ I hope ‑ are you recommending that the Board not approve it, until my client has investigated all the new residential housing starts, and try to figure out whether or not that might be a better program than what they have in their present mix?

331

DR. HILL:
No, I'm not.

332

MR. ROGERS:
No, all right. Good. But this is something they should look at on a going‑forward basis?

333

DR. HILL:
I think, definitely, that the program design process could be ‑‑ I think the Board ‑‑ I think it's fair to say that the guidelines, recommendations from the Board to encourage a greater depth and detail in program planning and cost‑effectiveness screening, is warranted. And I strongly recommend that. And that would cut across ‑‑ all the program recommendations that I made have additional research, and, you know, development activities, that would be very important when they were adopting this, just ‑‑

334

MR. ROGERS:
All right. Thank you, doctor.

335

DR. HILL:
‑‑ type offering. Can you hear it?

336

MR. ROGERS:
Maybe we can just cut this whole thing short, because I have a fairly short planning horizon myself. But ‑‑ is it, then, your proposal ‑‑ you don't ‑‑ you're not recommending that this Board modify my client's present proposal in this case, but that it give encouragement to do the kinds of things that you've suggested in the future ‑‑ and in the near future; is that fair?

337

DR. HILL:
Yes. And I think it's important, because this is a significant investment, currently, and my understanding is that you will be getting applications for future efficiency‑spending very soon. And so ‑‑

338

MR. ROGERS:
All right.

339

DR. HILL:
Yes.

340

MR. ROGERS:
Fine. So that your position is that you're not really in a position to quarrel with the allocations that my clients have made, in the exercise of their judgment, in the proposal before the Board in this case; correct?

341

DR. HILL:
No, I ‑‑ no. We do, specifically, make a recommendation about some greater reallocation of spending towards efficiency programs, and ‑‑

342

MR. ROGERS:
All right. Now, this comes ‑‑ is this the smart‑meter program you're talking about?

343

DR. HILL:
Yes.

344

MR. ROGERS:
So, now, is that the one change that you're recommending this Board make if ‑‑ in this case? And if so, how much? Because I'd like to talk to you about it.

345

DR. HILL:
Our recommendation is that all spending on smart‑meter deployment in 2006 be redirected to customer‑efficiency programs, and that spending on deployment of smart meters in 2005, that is beyond pilot, also, be redirected to cost‑effective efficiency investments.

346

MR. ROGERS:
Would you say ‑‑ what do you say is the 2005 "spending beyond pilot", by your definition?

347

DR. HILL:
I don't have a specific number calculated on that. I think that some of the discussion, yesterday, related to that, could be useful in determining that level.

348

MR. ROGERS:
All right.

349

DR. HILL:
So we did not ‑‑ you know, our recommendation is not to ‑‑

350

MR. ROGERS:
You haven't looked at any of the other utilities that are ‑‑ have significant smart‑metering components in their C&DM plans, some of which have been approved?

351

DR. HILL:
Like I said before, that's ‑‑ yeah. No, I have not.

352

MR. ROGERS:
Do you have a number for us as to how much you want reallocated ‑‑ that you're recommending the Board reallocate?

353

DR. HILL:
Without doing the calculations, I think the recommendation, as it stands, is an appropriate level, and ‑‑

354

MR. ROGERS:
Is an appropriate level?

355

DR. HILL:
Yes.

356

MR. ROGERS:
I'm sorry, what level is appropriate?

357

DR. HILL:
Do you want me to ‑‑ should I restate this, again?

358

MR. ROGERS:
Oh, I'm sorry. If I did, I apologize. I just didn't understand you. Could you ‑‑ I just ‑‑ I want to know how many million dollars you say should be reallocated from the smart‑meter program?

359

MR. KAISER:
Well, I think, Mr. Rogers, the witness said it was the 2006 amount. I think that your schedule A has that as 14 million.

360

DR. HILL:
The total was ‑‑ I think ‑‑

361

MR. KAISER:
Oh, excuse me. 7 million.

362

MR. POCH:
7.1.

363

DR. HILL:
Yeah, 7.1. And then, I think that we also feel that there is ‑‑ Mr. Poch's questioning the other day ‑ well, and I think it's very appropriate ‑ that there's quite a bit of the 2005 spending. I have not done the exact calculation, but there's 2005 spending that really is deployment of the meters, and it's not, specifically, pilot‑testing. And that we think ‑‑ you know, I think that there's an opportunity to deploy, that as well.

364

MR. KAISER:
All right, Dr. Hill.

365

I don't mean to interrupt, Mr. Rogers.

366

MR. ROGERS:
Sure.

367

MR. KAISER:
Why did you pick the 2006 amount, 7.1? Was there some magic to why you conclude that that ‑‑

368

DR. HILL:
My ‑‑

369

MR. KAISER:
‑‑ was the amount that should be deferred, or reallocated?

370

DR. HILL:
My understanding is that that is ‑‑ in the other cases, that the ‑‑ that that's now been something that the utilities are able to take, to recover out of rates, other than this third tranche ‑‑

371

MR. KAISER:
Oh, I see.

372

DR. HILL:
‑‑ of spending.

373

MR. KAISER:
Under the ‑‑

374

DR. HILL:
And so, therefore ‑‑

375

MR. KAISER:
‑‑ smart‑meter program.

376

DR. HILL:
Right. So therefore, this tranche of spending, which is meant to focus on the conservation and demand management, should be deployed towards the efficiency programs. That's the genesis of the recommendation. The balance between, then, if ‑‑ there still is some load‑control and load‑management components in here, and we just recommend that those be balanced according to a cost‑effectiveness analysis in the future, to be looked at.

377

MR. KAISER:
The load management part of it: That also involves smart meter, doesn't it?

378

DR. HILL:
There are the load ‑‑ the time‑of‑use pilots, the load control and smart meters and ‑‑ I'd ask the utility, I guess, more about the interactions.

379

MR. ROGERS:
All right. Dr. ‑‑

380

DR. HILL:
So at least the 7.1 million in 2006, and a portion of the dollars in 2005, that are beyond pilot, and I have not put a ‑‑ you know, I have not said 70 percent, or 80 percent, of that is beyond pilot. That's a ‑‑

381

MR. ROGERS:
You heard the evidence, yesterday, from my clients, concerning the reasons for them doing what they call a "pilot project", with smart meters?

382

DR. HILL:
Yes.

383

MR. ROGERS:
And the unique circumstances that they feel they're in ‑‑

384

DR. HILL:
Yes.

385

MR. ROGERS:
‑‑ because of the wide disbursal of their customer ‑‑

386

DR. HILL:
Right.

387

MR. ROGERS:
‑‑ base?

388

DR. HILL:
Right.

389

MR. ROGERS:
You would agree those are valid concerns, wouldn't you?

390

DR. HILL:
I think that, in some of the discussion in the report ‑‑ staged implementation and ramping‑up a program? I understand there's definitely a need to do that. I understand that there's a need to pilot some of this, and to have a research plan in place. And I think some of it is ‑‑ some of it is a pilot program.

391

But, as the discussion, I think, yesterday, would reflect, the utility was also saying a large portion of this is not really pilot‑testing, but it's trying to start our deployment to meet our obligations. So we're starting a deployment of the smart‑meter program. And so I ‑‑ I'm not quarreling, or saying that that should not happen, but that it should not, therefore, take away money from the third tranche of the conservation and demand management budget, that could be effectively‑invested in efficiency opportunities. But, not to ‑‑

392

MR. ROGERS:
I understand. I understand your point. And I don't want to belabour this, but ‑‑ and I know you haven't looked at the other utilities ‑ you've told me that ‑ but, to the extent that the same argument could be made there, then there should be some re‑adjustment there, as well, I guess ‑‑ if it applies.

393

DR. HILL:
It would be worth considering.

394

MR. ROGERS:
Does cold weather affect telecommunications and transmission of signals for these smart meters?

395

DR. HILL:
I don't know.

396

MR. ROGERS:
Your quarrel then, I gather, is just the timing of this, with the smart meters. You realize that my client has to put them in, and you're saying don't take money out of this budget to do that, wait until 2006 and collect it in rates from a rate increase then; is that the point?

397

DR. HILL:
I think the point being that I think that there are cost‑effective, beneficial resources, efficiency resources available below the cost of supply that the province and the utilities and the utility ratepayers would be well served in capturing. And that it is not taking money for the smart meter deployment from that when there may be other mechanisms, appropriate mechanisms should not ‑‑ my understanding is that the Board approved pilot spending on smart meter development out of the third tranche, but that this is taking a significant ‑‑ I mean, this is $14.9 million, and that's a concern. You know, that the third tranche money should be spent ‑‑ well, as I've said.

398

MR. ROGERS:
In your judgment, that's ‑‑ yes, yes, all right. Thank you. I understand your position now.

399

Excuse me, Mr. Chairman, just let me check my notes.

400

Just so I'm clear on this now, if your proposal is accepted and the utility is ordered to redeploy these smart meter monies to other projects, whatever they may be, then that amount of money would have to be recovered in rates in a future time from customers. If it's $7 million, it isn't spent on smart meters now but is spent on smart metering in 2007, the rates will go up by $7 million. Is that what you're advocating?

401

DR. HILL:
I'm advocating that there is available money, in this case the question is how to best be spending the third tranche of funds that are available. And I can restate the ‑‑ what I've said before ‑‑

402

MR. ROGERS:
No, I just don't understand this. The implication will be, will it not, in a rate‑making context that if your recommendation is accepted and those meters are not installed now but rather rater, the rates will go up by $7 million.

403

DR. HILL:
That the Board has directed the utilities, yes, after 2006 to recover those through rates.

404

MR. ROGERS:
Thank you very much.

405

DR. HILL:
Yeah.

406

MR. ROGERS:
Thank you, sir. Those are my questions.

407

MR. KAISER:
Thank you, Mr. Rogers.

408

We'll take the morning break and come back in 15 minutes.

409

‑‑‑ Recess taken at 11:00 a.m.

410

‑‑‑ On resuming at 11:25 a.m.

411

MR. KAISER:
Please be seated.

412

Mr. Klippenstein?

413

MR. KLIPPENSTEIN:
Thank you, Mr. Chair.

414

MR. ROGERS:
Mr. Chairman, can I just interrupt my friend to say that, had I realized that, though sympathetic to Dr. Hill, we're going to be cross‑examining, I would probably would have asked to go last. I just want the Board to be aware of the fact ‑‑ I know when I've been had.

415

MR. KAISER:
Well, we'll give you another kick at the can at the end.

416

MR. LYLE:
Mr. Rogers, did you want to mention the undertaking responses?

417

MR. ROGERS:
Well, I can do that now, if you'd like, sir.

418

Mr. Chairman, I do have some more undertakings. Sorry that this is coming in piecemeal, but we ‑‑ my client is working on them. We have provided answers, now, to 1.4 ‑‑ 1.3 and 1.4, undertaking answers which have been provided in writing.

419

And I'm, also, in a position to provide the information Mr. Klippenstein asked for this morning, concerning 1.1. And that was, you recall, the number of large customers being served off the transmission system, and we ‑‑ my client gave a megawatt answer. The energy answer, I'm told ‑‑ I'm instructed ‑ and you have to make some assumptions about capacity factors ‑ but the megawatt calculation that was provided this morning translates into, assuming a capacity factor of 0.5, 9.64 terrawatt‑hours, and, if you assume a capacity factor of 0.75, it's 14.5 terrawatt‑hours.

420

Thank you.

421

MR. KLIPPENSTEIN:
Mr. Chair, thank you to Mr. Rogers, and the applicant, through you, for that.

422

MR. KAISER:
Why don't you move up, Mr. Klippenstein.

423

MR. KLIPPENSTEIN:
Poor Mr. Rogers says he's been had, and now he's been pushed around for purposes of sightlines. He's really hitting some highs this morning.

424

CROSS‑EXAMINATION BY MR. KLIPPENSTEIN:

425

MR. KLIPPENSTEIN:
Dr. Hill, I have a number of questions about avoided costs. And I hesitate to re‑plow that ground, but my client thinks it may be important for moving ahead on smart, cost‑effective conservation programs. Just so I make sure we understand the basic purpose of all this discussion about avoided costs, am I correct in saying that, overall, the purpose of avoided‑cost calculations is to serve as a yardstick, or metre‑stick, if you will, for criterion to measure which conservation and load‑control programs provide a bill saving to customers, as well as environment benefits?

426

DR. HILL:
The avoided cost, typically, don't, directly ‑‑ they're, typically, at the system level, as opposed to the retail bill‑savings realized by customers. So you ‑‑ the cost‑effectiveness screening is not, generally, being conducted at the individual consumer level, and talking to them about ‑‑ This is your retail, you know, here's the incentive, here is your investment, here are the equipment savings; you're getting ‑‑ here are your bill savings. The avoided costs that we're talking about are not at the retail level, but at the avoided‑cost of the utility, through the generation, transmission and distribution system ‑‑ providing that energy supply provides an equal footing to be able to compare the investments on the supply‑side with investments on demand‑management efficiency measures, and so, then, you can compare the two.

427

MR. KLIPPENSTEIN:
So you're saying it happens at an aggregate level, then, rather than at an individual customer level?

428

DR. HILL:
Right. The avoided costs are not the customer's retail‑bill‑savings.

429

MR. KLIPPENSTEIN:
But with that adjustment, they serve as a mete‑stick, or yardstick, to measure which programs do provide that aggregate ‑‑ aggregated bill savings; is that correct?

430

DR. HILL:
In the end, they're used to conduct a benefit‑cost analysis that will give you ‑‑ when fully‑elaborated, it provides you both with the energy benefits, as well as the non‑energy benefits, of the investments, and compares those with the costs to include the program administration costs, the cost of the measures that you're implementing.

431

Say you're ‑‑ in some cases, you may have a ‑‑ let's say, for instance, you were talking about a ‑‑ through fuel choice, a switch away from electric space‑heat to some other, so you have an increase, potentially, in natural gas consumption, decrease in electricity. It's used to sum all the costs and the benefits, and take out the discounted stream of benefits and costs, and balance them out. Without a projection of those avoided costs, for electricity as well as for the other resources, you can't conduct that analysis.

432

MR. KLIPPENSTEIN:
Thank you. Now, you said you didn't really calculate these avoided‑cost calculations, but you use them a lot; is that fair?

433

DR. HILL:
Yes.

434

MR. KLIPPENSTEIN:
So you understand how they work, generally speaking; is that fair?

435

DR. HILL:
Yes. I have ‑‑ yeah.

436

MR. KLIPPENSTEIN:
Now, let me just run what seems, to me, to be the basic idea, past you, to I see if I'm correct on this, for when we are thinking about, possibly, obtaining avoided‑cost calculations for Ontario.

437

DR. HILL:
Mm‑hm.

438

MR. KLIPPENSTEIN:
Let's assume that the next new supply of electricity ‑ that is, if we don't avoid it, through conservation and efficiency ‑ would be a natural‑gas‑fired generation plant. Then that would be the avoided‑cost, or the marginal cost, that we're talking about. Right?

439

DR. HILL:
The supply from that plant ‑‑

440

MR. KLIPPENSTEIN:
Yes.

441

DR. HILL:
‑‑ based on the capacity, as well as ‑‑

442

MR. KLIPPENSTEIN:
Yes.

443

DR. HILL:
Yes.

444

MR. KLIPPENSTEIN:
Yes. Then the basics of that avoided‑cost calculation would be to predict and estimate the costs of the natural‑gas‑generation plant that we would be avoiding, right? That's ‑‑

445

DR. HILL:
Right. The cost of the energy supplied from that plant over a time ‑‑

446

MR. KLIPPENSTEIN:
Right.

447

DR. HILL:
‑‑ horizon. Yes.

448

MR. KLIPPENSTEIN:
And that cost would, basically, be three things: One would be the capital cost of construction; and, secondly, the cost of operation; and, thirdly, the cost of the commodity gas. Is that correct?

449

DR. HILL:
Those are the main components, yeah.

450

MR. KLIPPENSTEIN:
Yeah. So, generally speaking, that's the basic idea of what we're doing. So that, if we can feel confident that the avoided‑cost is a natural‑gas plant, that's how we calculate the avoided cost. That's the basic idea; right?

451

DR. HILL:
Yes.

452

MR. KLIPPENSTEIN:
All right. Now, in the discussion we've had so far, some seem to be suggesting that the avoided costs of generation, in the context that we're dealing with here, should be actually estimated by someone else, in another setting, rather than by Hydro One Networks, and through this hearing. Is it ‑‑ is that fair? That seems to be the suggestion, that this isn't the right place to deal with those generation costs.

453

DR. HILL:
I've ‑‑ yes. I think Hydro One has stated that they're working on the distribution and transmission, but they don't feel there in a position to do generation avoided costs.

454

MR. KLIPPENSTEIN:
And would you agree that one suggestion seems to be that the process by which the provincial government and, in the future, OPA, is buying power, through RFPs, will result ‑‑ through the Ontario Power Authority, in the future ‑‑ the process through which they are buying power, through RFPs, will result in more accurate cost information becoming available, in the future. That seems to be the suggestion that's being floated; is that right?

455

DR. HILL:
Yes.

456

MR. KLIPPENSTEIN:
And would you agree with me that, if the provincial government, or the future Ontario Power Authority, is purchasing power through RFPs, it has a strong incentive not to publish information for individual contracts, because it's not in its interests, because that prejudices its ability and bargaining position in other, or future, purchasing transactions. Is that fair? In fact, those purchasers ‑‑ the government has an incentive not to provide that information.

457

DR. HILL:
I'm not sure I'm clear on that. I think ‑‑

458

MR. KLIPPENSTEIN:
Let me clarify. If the government or the future OPA is talking proposals for the government or the OPA to make public the details of those proposals allows future bidders to adjust their bids and avoid giving the government the price the government might otherwise get.

459

DR. HILL:
Right.

460

MR. KLIPPENSTEIN:
In other words, the government is showing its hand; is that fair?

461

DR. HILL:
Yes.

462

MR. KLIPPENSTEIN:
And so, in fact, if the government or the future OPA are smart about the process, they will avoid giving some of the detailed information that might be useful for avoided cost calculations; is that fair?

463

DR. HILL:
I'm not sure about the particulars in this. Part of my ‑‑ and my take actually would be that you could put competitive pressure on future bids and contracts by indicating what your current bids and contracts are coming in at, and that that information in the market helps move towards a competitive situation. But I ‑‑ but I'm not familiar with the structure of what the OPA is planning to do with the bid information or how they would plan to make that available, or public, or not.

464

MR. KLIPPENSTEIN:
Do you agree that it's possible that the government or OPA, by providing such information, if it's not done very, very carefully, could have the result that I suggest?

465

DR. HILL:
Yes, yes. And certainly during any kind of ‑‑ during a solicitation process, it would be very highly guarded, yeah.

466

MR. KLIPPENSTEIN:
And so, in fact, if the assumption is that better avoided cost information can be obtained in the future from the government or OPA, that might well be a false hope; is that fair?

467

DR. HILL:
Yeah, there could be. Right, yes.

468

MR. KLIPPENSTEIN:
And you said, although you wouldn't be the right person to calculate avoided costs in Ontario, it seemed to me from listening to you that you believed that it would very likely that a competent consultant could do a reasonable job for Hydro One Networks for Ontario.

469

DR. HILL:
That's correct.

470

MR. KLIPPENSTEIN:
Thank you, Dr. Hill.

471

Mr. Chair, I have no further questions.

472

MR. KAISER:
Thank you. Mr. Adams.

473

CROSS‑EXAMINATION BY MR. ADAMS:

474

MR. ADAMS:
Dr. Hill, just a couple of questions. Do you have any experience with utilities that have a substantial amount of load in bulk metered situations where there are multi‑occupancy buildings?

475

DR. HILL:
I am not certain of ‑‑ I have not worked directly with that situation. I'm not sure if some of the utilities that I've worked with may indeed still have, due to their stock of buildings, may indeed have significant apartment‑type, multi‑meter, master‑metered set ups.

476

MR. ADAMS:
So you don't have experience with submetering or any programs to eliminate bulk metering?

477

DR. HILL:
I have not worked directly with those programs.

478

MR. ADAMS:
Thank you.

479

With respect to this question of avoided cost, I have two questions. If we had estimates of avoided consumption attributable to a DSM program or C&DM program, and if we ‑‑ and of course, we might have accurate numbers of what those program costs were, we could calculate, without the benefit of avoided cost, we would calculate a cost per unit of savings achieved; is that correct?

480

DR. HILL:
Yes, you could.

481

MR. ADAMS:
So without avoided costs, we still can ‑‑ we can compare estimated per‑unit savings costs both after the fact and on an estimated basis before the fact.

482

DR. HILL:
Yes.

483

MR. ADAMS:
The final question with respect to avoided costs. If we did have avoided costs, you went through with Mr. Klippenstein a hypothetical situation where we assume that we've got a gas‑fired power plant as a marginal unit, one of the lost elements of the cost of production from that unit was fuel cost.

484

DR. HILL:
Correct.

485

MR. ADAMS:
Right? And of course, fuel costs for natural gas, long‑term futures prices and current spot prices change significantly on an hourly or daily basis; right?

486

DR. HILL:
Right.

487

MR. ADAMS:
So my question is, if we had an estimate of avoided cost, how frequently would the estimate of avoided cost have to be updated? Would this be something that we would be updating weekly or monthly?

488

DR. HILL:
No, I ‑‑ you know, typically, these are long‑run avoided costs. I think it might make sense if you were looking at an annual reporting cycle to address any indications that might suggest a significant update to avoided costs is necessary. I think on a periodic basis it makes sense to do an analysis, but it's not ‑‑ so I would recommend visiting it occasionally, and then probably having a cycle where maybe every two or three years, depending on market conditions, significant changes. You would want to look at it when there were issues or reasons to believe that this makes a significant change in the long‑run avoided costs that you're using to balance these out. You would want to consider making adjustments to them. And potentially, any number of parties could say, Well, this is the avoided cost that we've been using and we think these should be changed for whatever reason.

489

MR. ADAMS:
So if there were changes in the input assumptions, you would advise adjustments to the avoided cost forecast, significant changes to the input assumptions; is that it?

490

DR. HILL:
I think that you want the avoided costs to represent kind of the best knowledge on a probabilistic, or looking at the markets, looking at the future markets, looking at national forecasts, as things change to impact those forecasts, you would look at making adjustments to the avoided cost numbers that you would use in a benefit/cost screening.

491

MR. ADAMS:
My example of natural gas prices, where gas prices can change dramatically over short periods of time. And if gas is going to be a significant input for future generation, doesn't that suggest that we might want to, if we're going to rely on avoided costs, we would have to make changes to our avoided cost assumptions every time there was a significant fluctuation in the natural gas prices?

492

DR. HILL:
I don't think so. I think that you're looking at ‑‑ you're not trying to capture the volatility of the market, necessarily, you're trying to direct long‑term investments on both the supply and the efficiency side of the equation. And it wouldn't be prudent to chase the volatility in the market and adjust according to that. The long‑run forecasts have a more stable profile and don't capture the spikiness.

493

But it's an important factor to consider, it's what you would be looking at in terms of hiring expertise to look at the forecasts and the levels. And like I said before, I think you would want to be open to requests and justifications to revise avoided costs when someone could make a compelling case that a new set of avoided costs is a better representation of the best knowledge of where these costs are going in the future, then you would adopt that. But it really, it's for trying to direct long‑term investments on both the supply and the efficiency side, and with that there is some ‑‑ it's like other business planning and forecasting, there is an inherent amount of uncertainty and probabilistic nature that goes into that type of forecast.

494

MR. ADAMS:
So you're telling us that you don't want avoided costs to be influenced by the volatility, but just to capture the long‑term trends in expected prices; is that right?

495

DR. HILL:
If there was a specific gas price spike, you would not be ‑‑ I mean, you wouldn't ‑‑ a certain short‑term volatility in the market would not, necessarily, be cause ‑‑ you know, you wouldn't be looking and checking weekly gas prices and trying to put ‑‑ adjust avoided costs to track that.

496

MR. ADAMS:
So how do you distinguish between short‑term volatility and long‑term trends?

497

DR. HILL:
Again, I am not ‑‑ this is not my ‑‑ you know, the direct area that I would work in. I think that the ‑‑ one of the ways you could look at this would be the difference between more spot market and longer‑term futures contracts. That's the way that the market is tending to try to address that. The spot market is more volatile, there's less assurance. So I would ‑‑ the types of sources where I, absolutely, you know, require to go do this, I ‑‑ you would look at both forecasts from statistical agencies, from the industry, itself, and from the futures markets.

498

And there's a degree of judgment associated with what constitutes the appropriate threshold, in terms of changes ‑‑ or long‑term/short‑term anticipated changes, in terms of updating your avoided‑cost assumptions. You wouldn't want to do it all the time. You also wouldn't necessarily want to avoid significant changes that are likely to affect the long‑term resource costs on ‑‑ either way, either up or down. So ‑‑ and there's a degree of judgment associated with that. And I'm not ‑‑ you know, I'm not the person, necessarily, to ask, Okay, so what are your specific recommendations on how those should be handled?

499

MR. ADAMS:
Thank you.

500

Those are my questions.

501

MR. KAISER:
Thank you.

502

Mr. Lyle?

503

MR. LYLE:
I don't have any questions for this witness, Mr. Chair.

504

MR. KAISER:
Thank you.

505

Any re‑examination, Mr. Rogers or Mr. Poch?

506

RE‑EXAMINATION BY MR. POCH:

507

MR. POCH:
Thank you, Mr. Chair. Just a couple of questions.

508

First of all, you were assisted in developing this evidence by Mr. Plunkett of Optimal Energy [inaudible]; is that correct?

509

DR. HILL:
Yes.

510

MR. POCH:
And does that firm have expertise in commercial and industrial C&DM?

511

DR. HILL:
Yes. In fact, we very typically work with Optimal Energy in terms of complementary areas of focus and expertise. They very typically will focus on commercial/industrial program design, and VEIC tends to focus on the residential markets.

512

MR. POCH:
All right. And, just in following up on Mr. Klippenstein's cross‑examination, are you aware that the recent RFP for renewable supply in Ontario, after that, the government has not ‑‑

513

DR. HILL:
Right.

514

MR. POCH:
‑‑ in fact ‑‑ well, are you familiar with what the government has released, in terms of information from that?

515

DR. HILL:
My understanding is it was the average prices for the awards.

516

MR. POCH:
All right. And it would be the marginally‑highest bid that would be the one that would be most informative for avoided costs, I think. Marginal?

517

DR. HILL:
Marginal, yes.

518

MR. POCH:
And that has not been released.

519

DR. HILL:
As far as I know, it hasn't.

520

MR. POCH:
And, finally just to give some comfort to my friend, I take it you're not suggesting that Hydro One slow its smart‑meter piloting, or deployment?

521

DR. HILL:
No, I'm not.

522

MR. POCH:
So you're just suggesting it find the money for that elsewhere, so that the money can be ‑‑ the 7.1, at least, can be redeployed to opportunities in conservation.

523

DR. HILL:
Yes.

524

MR. POCH:
All right. Thank you.

525

Thank you, Mr. Chairman.

526

QUESTIONS FROM THE BOARD:

527

MR. KAISER:
Thank you.

528

I just have one question, Dr. Hill.

529

I'm going to show you some material that we've obtained from the IMO website. And you'll recall that, when Ms. Rossini was testifying on the subject of whether the applicant could obtain the necessary material to calculate the avoided costs with respect to generation, she remarked that it would probably be confidential, and she didn't think the IMO would give it to her.

530

And we've had some discussion, this morning, about data that may come in when these new quotations are made to the OPA for new generation.

531

These are the prices that the IMO publishes on a monthly basis.

532

DR. HILL:
Mm‑hm.

533

MR. KAISER:
Both peak and off‑peak, or what's called "hourly Ontario energy prices."

534

DR. HILL:
Right.

535

MR. KAISER:
And one of the schedules is a summary of them, but I've given you the actual monthly data for all of the 2004 year.

536

DR. HILL:
Okay.

537

MR. KAISER:
Given that we are struggling here to get the last one‑third of the puzzle, as Mr. Rogers calls it, can we use this data, with any confidence, to calculate or estimate avoided costs of generation?

538

DR. HILL:
Yes. I think this provides useful information. Typically, you want to have avoided costs distinguished into periods, as well. So we wouldn't just want to look at the average, but you would have your costing periods, as well. And it's important to consider the distinguishing features between the ‑‑ and, you know, you could have peak and shoulder seasons, as well as ‑‑

539

MR. KAISER:
Right.

540

DR. HILL:
‑‑ peak and shoulder ‑‑ those types of ‑‑

541

MR. KAISER:
And, in fact ‑ I think you said this ‑ but some of these programs, for instance, the load‑control programs: There, presumably, you would use peak prices ‑‑

542

DR. HILL:
‑‑ Yes.

543

MR. KAISER:
‑‑ to demonstrate ‑‑

544

DR. HILL:
Absolutely.

545

MR. KAISER:
‑‑ avoided costs.

546

DR. HILL:
Absolutely.

547

MR. KAISER:
Some of your other programs, which I think you call "efficiency programs", you might use the weighted‑average cost.

548

DR. HILL:
Or you ‑‑ what we typically do is, we have a load‑shape associated with an efficiency‑savings. And say, for instance, I'm going to save 1,000 kilowatt‑hours per year, from a measure, or bundle of measures ‑‑ also associated in a screening tool, very typically, is a load‑shape, that associates those hours into different costing periods. So that 25 percent of those may be occurring in the peak period, where they get a higher premium. 40 percent might be occurring in a shoulder period; and the remainder in an off‑peak period.

549

And different efficiency measures have very different profiles, and, therefore, it impacts their effectiveness. If you're saving, you know, a lot of kilowatt‑hours, but they're all in off‑peak, that's balanced by saving, relatively, fewer, or saving kilowatt‑hours in the peak period. So you do want to approach it ‑‑ typically, we work with between 4 and 6 different costing periods, and then load shapes that are associated with that.

550

Load shapes are somewhat geographically‑ and weather‑dependent, but they are the type of thing that can be ‑‑ that are available for efficiency measures, and can be modified appropriately to match climate conditions, and adopted that way.

551

MR. KAISER:
So, by way of example, if we were talking about this Christmas light program that's been described ‑‑

552

DR. HILL:
Yes.

553

MR. KAISER:
We might use the December prices?

554

DR. HILL:
Well, and specifically ‑‑

555

MR. KAISER:
Is that right?

556

DR. HILL:
Well, specifically, what you would use would be the ‑‑ well, you could either use ‑‑ if these are ‑‑ what is our practice? Are we plugging the lights in and they're running 24/7, during the holiday period? Or are they plugged in at 4:30 in the evening, and unplugged at 9:00, 9:30, in the evening, when people, you know, retire?

557

And ‑‑ but yes, you would not use summer peak pricing for evaluating the LED turn‑in, unless there may be Christmas lights that are on all year long. So this is a complicated market.

558

MR. KAISER:
Don't look at my house. And I'm not going to tell you where it is.

559

So we have this kind of data, by month, by day, by hour. It's on the website. It's not too complicated to find, it's not presumably marginal cost, it's average cost, isn't it? I mean, it's the average cost of the bundle of generation that's being purchased in Ontario at that time. So my question is: Do we need to have marginal costs, do we need to have the latest plant that's coming online, to follow Mr. Klippenstein's question, or can we rely on the analysis to get to first base, to use this kind of pricing data, which is readily available?

560

DR. HILL:
You want to ‑‑ the difference is, there could be ‑‑ you know, there are situations where both the supply and the new supply and demand efficiency investments are typically more ‑‑ they are affecting that marginal ‑‑ the plant, the expansion of the system. But as long as that's kept in mind and these also ‑‑ I mean, these are a reflection of the current operating structure and costs associated with it. So ‑‑ but I think that typically, you do want to be looking at the marginal avoided costs.

561

MR. KAISER:
What if you can't get marginal costs? I'm just trying to understand the experience. I understand you're not one of these people that runs around calculating these things.

562

DR. HILL:
Mm‑hm.

563

MR. KAISER:
I mean, the utilities in the States that do do this, the commissions in the States that do do this, do they rely upon this kind of average costing, average pricing or not?

564

DR. HILL:
That's a good question. I don't know ‑‑ I wouldn't be able to say definitively how many jurisdictions have used average cost pricing versus the marginal cost pricing, but it's a reasonable question.

565

MR. KAISER:
Thank you, doctor.

566

MR. LYLE:
Mr. Chairman, we'll mark those two exhibits as Exhibit E.2.1, being the one‑page summary prepared by Board Staff, and Exhibit E.2.2 being the monthly market reports for each month in 2004.

567

MR. KAISER:
Thank you, Mr. Lyle.

568

EXHIBIT E.2.1
ONE‑PAGE SUMMARY PREPARED BY BOARD STAFF

569

EXHIBIT E.2.2:
MONTHLY MARKET REPORTS FOR EACH MONTH IN 2004

570

MR. POCH:
Mr. Chair, if I could just ask one follow up question from that just to complete the record.

571

MR. KAISER:
Sure.

572

FURTHER RE‑EXAMINATION BY MR. POCH:

573

MR. POCH:
My understanding is, in fact, that at least for some time the hourly price has in effect been the short‑run marginal price, so there may not be a big distinction. But I did want to ask the witness: To do a complete set of avoided costs would it be true that you would also need projections for 15 years, because the measures may lost that long?

574

DR. HILL:
Yes. Yeah.

575

MR. POCH:
Thank you.

576

PROCEDURAL MATTERS:


577

MR. KAISER:
Now, Mr. Rogers, we're in your hands on this. Do you want to take a short break before proceeding to argument?

578

MR. ROGERS:
Yes, a very short break, though, I would be prepared to argue the case fairly shortly.

579

MR. KAISER:
If we do that, then I think what the panel had in mind doing was breaking for an hour and coming back ‑‑ breaking for lunch and coming back with a decision, if that would suit you.

580

MR. ROGERS:
If I could have 15 minutes.

581

MR. POCH:
So Mr. Chairman, you would like our oral argument starting in 15 minutes from now, and then lunch thereafter.

582

MR. KAISER:
Is that all right?

583

MR. POCH:
That's terrific. Thank you, Mr. Chairman.

584

‑‑‑ Recess taken at 12:00 p.m.

585

‑‑‑ On resuming at 12:22 p.m.

586

MR. KAISER:
Please be seated.

587

Mr. Rogers.

588

CLOSING ARGUMENT BY MR. ROGERS:


589

MR. ROGERS:
Thank you, Mr. Kaiser, members of the Board. I will try to be very brief in my submission to you because the applicant's case has been set out in its application and in the evidence that was filed before you, but I would like to summarize the position, if I could.

590

As you know, my clients are seeking final approval of the conservation and demand management plans, which they have submitted, and the confirmation that those plans, each of those plans satisfies the conditions of financial commitment required by the Minister. The relief sought by my clients today is essentially the same as that sought by the group of large utilities that was before you two months ago. The numbers are a little different, but the terms that we are seeking are the same as they were seeking in that case.

591

As the Board pointed out in the case of the six large utilities, which represented utilities which served over 1.5 million customers in Ontario, about 40 percent of the total, with C&DM expenditures of over $70 million, the decision that it rendered in that case which was, I must say, very succinct and very clear, must necessarily represent something of a precedent. And indeed, my clients have taken it as a precedent and, as I think you know, modified their original proposal to coincide with what we understood to be the Board's decision in that other precedent‑setting case.

592

Now, my clients have tried, in this case, to present to you a carefully thought out and balanced program whereby the MARR funding available is spent in a responsible way, in a balanced way, that addresses both demand and energy considerations, and which takes into account the various customer classes that we are dealing with. We understand that there is some criticism of what they have done, and we understand why there would have been some criticism from the parties who are making criticisms. And while I don't want to anticipate the arguments of my colleagues in the room, I think I get the drift and know where at least two of those points will come from, and I'd like to just address them up front, sir.

593

The first criticism or concern that has been expressed over the past couple of days has been with respect to the lack of a cost/benefit analysis by my client. The second major thrust seems to be that the proposed expenditure by Hydro One on smart meters is inappropriate and should be redirected, at least in part. I thought I would just try to deal with those two issues now in chief.

594

I should say that my client does understand the concerns that are being expressed, and that is why we attempted to deal with it with Ms. Rossini's evidence in‑chief to explain the rationale behind my client's proposals. And I hope that those reasons ‑‑ I hope the Board will accept that those reasons are good ones, but let me just summarize, if I could, the position.

595

First of all, on the cost/benefit argument or debate. I was encouraged actually talking to Dr. Hill this morning to understand his position, and that is that we should develop these costs in the relatively near future, but that it was not considered to be a pre‑condition of approval to my client's plans in this case. I don't think there is really any great dispute with him about that from my client. In fact, I was reading the Board's decision in the group of six last night, and I notice that, not for the first time, that there, as here, there was a lack of cost/benefit analysis available to the Board and that this attracted attention from the participants in that case, many of which are here today.

596

The Board said this at paragraph 46 of its decision about that issue.

597

"One of first issues that was raised, and perhaps the most dominant one, was the lack of cost/benefit analysis. The witnesses were very forthright on this. They stated, We can't do it, and they stated the reason. The intervenors, for the most part, thought the cost/benefit analysis should be done at this stage."

598

At paragraph 48 of your decision, the Board accepted that the data was not available two months ago, and I submit it's not available now. And you said that:

599

"It's common ground that there are no quantifiable benefits in these applications and the applicants have stated that they didn't have sufficient data to do it. The Board accepts that proposition. The Board is convinced that an honest effort was made, and it would likely be spurious accuracy at this point to come up with numbers."

600

The Board did go on, however, to make very clear that it considers this an important issue, and my client understand that. And it stated that it was important that this issue be dealt with in the reporting requirements, and my client understands that.

601

I ask simply that the Board, in this case, be consistent with the approach it took with the case of the group of large utilities with respect to this cost/benefit issue. My client understands the importance of the issue, it understands that there is a process that you put in place to work on this concept collectively and through the reporting mechanism, and it is willing and anxious to participate in the development of these costs through that mechanism.

602

I don't propose to go into much more about this cost/benefit analysis except to tell you that, as we discussed this morning with Dr. Hill, a lot of the work is being done that my client can do with its own data. That information should be available fairly soon, and it will be shared once it is available. And I just repeat that my client is willing to work with the working group, if ‑‑ I understand the Board has proposed in the big six decision to work on this so that we have ultimate resolution in a fairly short period of time.

603

I just wanted to say this, however, as I anticipate it will be suggested to you that you should order my client to commission a private study on this through a consultant. Of course, I guess, that could be done by anybody. But I query whether if my client was ordered to do that at its ratepayers' expense, I suppose, when we came back to the Board, it would not be accepted. I am a cynic, I know, but I do not think that my friends would necessarily accept the result of the consultant's work that my client performed, and that we would have another big debate about whether or not that consultant had gotten it right. Would it not be better to work collectively in some other basis rather than having one utility being ordered to do it? If they have it done on a collective, cooperative basis, as I understood the Board's intent was after the group of six decision.

604

May I now turn to the question of smart meters, which obviously is a matter of concern to the intervenors. Once again, I'd like to just remind the Board of the decision that it made in the group of large ‑‑ six large distributors. Because once again there, as here, smart meters were challenged as an appropriate expense for this program, and arguments were made, much as I anticipate will be made in this case, in that case. The Board ruled, at paragraph 67 and 68 of your decision, if you don't mind I'd like to read it into the record, this:

605

"The next issue that was addressed by some of the intervenors was smart meters, and whether an investment in smart meters in these C&DM plans was appropriate. The argument here is that the government already has a very extensive initiative underway with respect to smart meters and has directed this Board to come forward with the proposal that will allow the government to meet its installation objectives of installation smart meters across this province. So the argument goes that, if this is underway in a separate initiative, why bring it into this plan?

606

"The Board believes it is useful to include smart meters in these C&DM plans. These plans, as the parties have described, are pilot plans. They are starting tomorrow. When the smart meter initiative will be finally resolved is hard to say. There's going to be a Board report, the government will have to make a decision. It may be sometime before that gets underway. It's important that these utilities which, after all, are the largest utilities in the province, gain some immediate experience with respect to smart meters. This will benefit the smart‑meter program."

607

And you go on to talk some more about it, and the evidence of Dr. Liu in that case.

608

Now, may I address that with respect to my client's proposal? We did call some additional evidence, yesterday, to deal with this issue of smart meters. And I submit that the reasoning that the Board used in the six large utilities applies equally here ‑‑ and even more so here, because of my client's unique position. My client's service territory is quite different from those of the large utilities. It is, as Mr. Stevens explained yesterday, widely‑dispersed, which creates unique problems in communication with smart meters.

609

The other thing I would like to ‑‑ which makes it important to get these meters out now, to start to test them, not only for the smart meters, themselves, but for the communication systems that are going to be necessary. And there are unique problems with it. The mere fact of the temperature in northern Ontario has an effect on it. And they need to test these things, to make sure that the huge expenditure that's coming down the road, we think, is most efficiently deployed.

610

Hydro One has testified that the money allocated to smart metering is being used to fulfill the first year's activities, aligned with both the Minister's and the Ontario Energy Board's priority items, namely, converting all customers greater than 200‑kilowatts now, and developing pilot programs to confirm technology and process.

611

Now, some said that ‑‑ in fact, said today that the 2006 funding, and some of the 2005 funding, I understand, should be redirected to other programs, since the Ontario Energy Board, in its plan, recommends smart‑metering as a recoverable expenditure. Now, as my client has explained, the vast majority of activity will, in fact, be completed during 2005 in this area, in advance of the Ontario Energy Board's plan for recovery. As well, the pilot projects and first year implementation will provide the facts and the information required for Hydro One to develop its business case for approval of the Ontario Energy Board, while, at the same time, minimizing the stranding associated with putting old technology into new connections.

612

The pilot will be substantial for Ontario Hydro ‑‑ or for Hydro One, rather, since not only do they have to find, and confirm, a telecommunication technology that works in rural and remote areas, but it, also, has to prove back‑office systems, AMR data‑warehousing, are capable of supporting large volumes of data, and in a timely manner, to meet customer next‑day communication requirements. These are quite unique problems that my client faces.

613

Further, moving forward with a smart meter now, as proposed, builds out a platform that can be used for other CDM initiatives. Hydro One will look to leverage the smart‑meter platform for technologies that support load control and in‑home display.

614

Smart meters are an integral part to the creation of a conservation culture in Ontario. In addition to providing the technology backbone for other CDM, it also provides the grass‑roots information for customers. It will allow them to co‑relate the electricity prices to activities and consumption patterns in the home, by linking CDM initiatives with customer information, the success of CDM can only be enhanced.

615

So, Mr. Chairman, Members of the Board, I respectfully urge you to approve my client's plan for the smart‑meter expenditure.

616

I may have more to say to that, depending on what my friends say. But I anticipate that there'll be some criticism of the plan.

617

I should say that Brampton is a little bit different from Hydro One ‑‑ Hydro One Brampton, in this respect. And its smart‑meter expenditures ‑‑ proposed expenditures are for technological development. So I urge you that, if you do decide ‑ as I hope you don't ‑ to modify the Hydro One plan, that you not tamper ‑‑ that you not do so with the Brampton plan.

618

It's tempting to ‑‑ for me to call more evidence, in response to what Dr. Hill said, this morning, about his suggestions for further work and where the money could be deployed, if you thought it appropriate. I hope the Board got the understanding that my clients have worked very hard, and very diligently, and tried to think through these problems, and have looked at those things that Dr. Hill talked about in their work.

619

When you talk about new construction in residential housing, for example, in Ontario, I ask you to understand ‑‑ I know you do understand that the Hydro One Networks territory is quite unique. It's not big cities, where the bulk of new housing starts are occurring. It's a more dispersed population. It has a relatively small amount of electric space‑heating in new construction starts in its territory. Most of them are gas, oil, wood, propane, and so the panacea that Dr. Hill held out, that there are huge savings available here, I submit to you, if you think about Hydro One's territory, is not likely. That's not to say it isn't worthy of consideration, and it will be considered, going forward, but I just use that as one example, that our unique territory makes some of the suggestions that may work in United States and Vermont, and in other places ‑‑ don't necessarily apply here.

620

I'm going to draw to a close now, because everything that, really, I can say, has been said in the application and in the evidence.

621

I'd just like to close this way though, Mr. Chairman, and Members of the Board. This exercise, which we are all embarked upon, requires an exercise of judgment, to try and allocate the funds available, in the best possible way, given the time involved to design and implement these programs. My clients have attempted to strike a balance between the various competing goals, both on the demand side ‑ which, with great respect to Dr. Hill, is very important in Ontario, at the moment ‑ and also on the energy side. This, necessarily, involves a judgment. A a judgment should be made by those who have given careful consideration to it, and who have intimate knowledge of the territory in which these proposals will be implemented. My clients have all of those things. They have tried hard to come up with a realistic, balanced plan, and I ask you, respectfully, to approve it, as proposed.

622

Thank you.

623

MR. KAISER:
Thank you, Mr. Rogers.

624

Mr. Poch?

625

CLOSING ARGUMENT BY MR. POCH:


626

MR. POCH:
Thank you, Mr. Chairman.

627

I, too, will endeavour to be brief. I think ‑‑ it's all fresh in your mind, I trust.

628

First, let me say ‑‑ my first point is that Hydro One's situation is somewhat special and unique. First of all, this is the first major application where the Board's hearing oral evidence since the smart‑metering report has come out, and has clarified the Board's views and intentions in terms of funding that initiative. So that informs this case, and distinguishes this case from that of the big six. And I'll come back to the smart meters, specifically, in a moment.

629

Secondly, Hydro One is provincially‑owned, and the context of a government policy committed to conservation culture is, you know ‑‑ I won't repeat all the quotes of the speeches, but, you know, the Board is well familiar with that.

630

And I think it's not ‑‑ I disagree with my friend who suggests that Hydro One is no different than any LDC: They are different, that's the reality. They are well‑positioned to be leaders here, and to walk the talk. They are geographically diverse, they have a large proportion of Ontario customers. And indeed, in the transition of tasks ‑‑ or the allocation of tasks between the utilities and the conservation bureau, they will be well‑situated to engage in that discussion with the Conservation Bureau as it staffs up. And perhaps we'll see some of the tasks that Hydro One is taking on ultimately end up at the Conservation Bureau, perhaps we'll see the Conservation Bureau encouraging LDCs to take on greater tasks. They are going to be well‑positioned to make that transformation occur smoothly.

631

Having said that, let me get to the specific areas where we make recommendations. First, avoided costs. I hasten to say we're not suggesting that the Board withhold approval of the C&DM plan, or a version of the plan, while we await the development of avoided costs and screening. You heard Dr. Hill applaud the action‑oriented approach, and we do too, but there is a middle ground here. What I sense Hydro One's position being which is, you know, Please no, not us, don't make us do it. We don't want to take responsibility for defending it. And we'll just carry on, you know, we'll muddle through and eventually when the Conservation ‑‑ the OPA staffs up and what have you, there will be some avoided costs and we'll use them then.

632

There is a middle ground and the Board should, in our view, either as an invitation or as a condition, ask Hydro One to get the ball rolling here. They are in a special position. They are already developing distribution avoided costs and are trying to develop a model that will similarly be utilized for transmission avoided costs, and of course their sister entity is the transmission utility. So they are obviously well‑situated for that, and you heard how avoided costs need to be an integrated comprehensive piece.

633

I am sensitive to the fact that if I were in my friend's position, I would be asking, you know, why do I want to put my client in that position to having to defend this. Inevitably, it will be criticized, and I can't disagree with him. But you know, we can get rolling here, we can get an initial proposal, it can ‑‑ it may well feed into a working group process for subsequent refinement but meanwhile, it will be available to inform decision making by this utility and by others. And it's important in that regard to recall the evidence that this is not just about enabling tallying up the costs and benefits after the fact, it's more important to have it at the front end to help in the design of individual programs and the portfolio and the mix of measures. And I think the example that we heard a lot about in this case was this trade‑off between programs aimed at load control at peak shaving or shifting versus energy‑efficiency programs, which address both peak and energy throughout the time of the day and evening and seasons.

634

Now, I don't know how you would evaluate the merit of the decision to go ‑‑ for the next program to be one or the other without some sense of what the avoided costs are. You can have a ‑‑ no one's suggesting, and Dr. Hill was clear about this, he wasn't suggesting that there wasn't value in shaving the peak, and the Board provided the data, the recent data from the independent system operator which shows how peak prices can be significantly higher than average prices throughout the day. And certainly, that's a fact. But if we've got a ‑‑ you know, a $15 investment in peak shaving that saves $25 or we've got a $20 investment in energy efficiency that saves $50 to society and gets us that same capacity saving, it's rational that we would say that we are better off spending our money in the efficiency front. We can't know that without a decent set of avoided costs, time differentiated, seasonally differentiated and long‑run.

635

And not to suggest that anything that Hydro One has proposed is, on its face, not going to be cost effective, it's just where are we going to get the best bang for our buck and where should we be putting our effort? We are resource constrained. We can't just throw unlimited sums of money at the problem. We recognize that there is a limited tolerance for that, so it is appropriate early on to try to be shaping efforts more appropriately, and that requires some sense of avoided costs. And they will be imperfect, and they will evolve over time and they will get better.

636

There are ‑‑ but let's do this before we sink too much money into hardware. And the load control programs are a good example of that, where they are hardware intensive, they're capital intensive because they involve devices being installed. Once that's spent, it's spent. So it would be helpful to know if that's the right ‑‑ if we're not overemphasizing that, for example.

637

I would just urge the Board in this regard that our recommendation is that Hydro One be invited to obtain expert assistance so that it can do this expeditiously, and it is an area where expertise is helpful. There are matters, for example, we have heard that we're talking about a 15‑year forecast and that there's inherent uncertainty. Well, how do we deal with that uncertainty? Do we just pick the mean forecast or do we place a value, for example, on efficiency measures as opposed to the supply or the avoided supply costs because of the inherent and uncertainty‑reducing effect of putting an efficiency measure in now. That the efficiency measures, obviously, by their very nature, function when that end use is being called upon, so that there's a ‑‑ there is some uncertainty reduction benefit. These are the kinds of things that experts who deal with development of avoided costs have developed methods and models to deal with, and we should try to harness that soon.

638

In Dr. Hill's evidence, he suggested an alternative, which is that the Board might instruct its Staff to do this, get a first set. And first of all, let me acknowledge right away that ultimately I would expect that the Conservation Bureau or the OPA may well be doing this on an ongoing basis. We're saying, let's get something now to get started so we don't make big mistakes, and by all means, that doesn't preclude subsequent efforts.

639

In regard to the alternative, the OEB hiring someone, that would be an acceptable alternative but in our view a second choice. I think if the Board itself does it, there's a greater expectation in terms of the process that would have to surround the hiring of an expert and the vetting of the result and so on, which is obviously, you know, valuable in some respects, but given the urgency here, I think it might be more expeditious to have Hydro just go out, manage such a contract and do it quickly.

640

That's our first recommendation.

641

Secondly, perhaps a little less sharper recommendation, is the suggestion that came out of Dr. Hill's evidence that the Board encourage a more complete planning process that sets out and makes available for the Board to see and for other parties to see how a rational planning process and evaluation has occurred. So both in the developing the portfolio, the array of programs, in the choice of measures or bundles within programs, all of those things should be set out in the fashion that the examples that Dr. Hill provided us with. And that, we're suggesting, the Board invite Hydro One to file not again, not as a pre‑condition for approval now, but that the expectation be made that as part of the reporting requirement that that come forward. Perhaps it will be ‑‑ it will also be required in support of a 2006 rate filing, but certainly in reporting on 2005.

642

And that that approach of laying out what the various market niches are, as Hydro has analyzed them, and how its programs cover those various market opportunities, and lay out the screening, cost/benefit analysis more clearly. I think that would be very helpful for the Board to become satisfied that a good job is being done, for the parties to become satisfied that a good job is being done and be able to offer constructive criticism rather than us being at a bit of a fishing expedition in these kind of hearing situations not knowing what has led up to what's on offer.

643

Not to be unduly critical here, we appreciate this is a first run and there's time constraints and resource constraints, but I think we saw how, when questioned, the witnesses from Hydro One obviously had looked at some of these suggestions and had dismissed them for whatever reason. We had no way of knowing that in advance, and I think it should be part of the routine reporting, if that's a bit more transparent. But I think it also would enable us to better evaluate both whether they've done the triage ranking right but whether the amount of spending is at an appropriate level.

644

I think it's clear, from the answers that I received, that they are quite readily ready to acknowledge that, had they more money, that there are lots of other cost‑effective things they could consider doing. And a well laid out plan would let the Board understand what are the marginal things that aren't happening, and you can compare that to the rate impact implications in subsequent rounds. So I think it would be not too soon to invite them to make that kind of information available on an ongoing basis.

645

Now, smart meters. Again, to respond to Mr. Rogers' argument, we are not, in fact, suggesting any delay in the smart meter program that Hydro One has laid out. That was not our intent. The suggestion that Dr. Hill has made is that in keeping with the Board's smart meter report and its earlier guidance on what's appropriate for third tranche spending, that the third tranche spending on smart meters be limited to pilot programs in 2005, and that the subsequent or the additional effort be funded from rates. We certainly agree with that. If there is concern that the smart meter implementation in 2005 be on pilots, which my take of the oral evidence was it might be as much as three‑quarters of the 2005 spending, could be said to be not pilot. If there's concern that if that's not available from third tranche it could delay it because the utility won't have assurance of funding until its 2006 rate application has been dealt with, then I suppose there's an argument for letting them have that from the third tranche and limiting this reallocation to the 7.1 million that's in 2006.

646

In doing so, first of all, we would have consistency with the Board's earlier decisions and reports. In fact, we would have consistency with what's occurred, on average, in the other utilities. Hydro's own evidence shows that, on average, from the data that was available to the witnesses about 17 percent of third tranche spending is being directed at smart meters. Well, cut the 38 percent in roughly half, and there you have it. We're not picking on them.

647

But most importantly, it would send a message to all the utilities that the Board is serious about encouraging conservation, not wanting to see lost opportunities, not ‑‑ that ‑‑ given that the government policy on smart meters is clear, these utilities are assured that they're not going to be left holding the bag on the smart meter. There really isn't ‑‑ you're not imposing any undue risk on the utility in this regard, and it would be in keeping with the Minister's directive on the third tranche spending that we move towards this conservation culture.

648

Finally, Mr. Chairman, there was ‑‑ we heard from Dr. Hill with examples of where that money might be reallocated, and he was careful to say he developed those thoughts over a beer and we wouldn't want undue reliance to be ‑‑ emphasis to be placed on those particular five examples, rather they are examples of the kinds of things that should be looked at. They're really examples of the opportunities or gaps that we see, and that Dr. Hill sees in particular, in the plan as it exists. Not to say that Hydro One hasn't considered those opportunities, but that given the constraints it faced and the resource allocation it made for smart meters and what have you, there wasn't money, there isn't money in the plan focused on those opportunities or ones like them. And that reallocating the smart meter money would give an opportunity for Hydro One to go back, revisit its coverage of the market conservation opportunities in the market.

649

And in particular, I would just remind the Board, in Dr. Hill's report he placed particular emphasis on leveraging existing infrastructure and programs. As we heard, for example, Hydro One is trying to use the EnerGuide program for its ‑‑ as a vehicle for its low‑income program. A commendable approach. Why not use that for the rest of the residential market in Ontario?

650

We heard how you can take advantage of the fact you've got delivery agents already out there in the home. They can do very targeted piggybacking of Hydro One's programs on top of the federal EnerGuide program. They can offer ‑‑ they will be perfectly positioned to see whether it's electric heating, whether someone has the smart light bulbs already. We can keep the free ridership low, we can keep the delivery costs low, and so on. That's the kind of leveraging that should be encouraged.

651

Thank you, Mr. Chairman, those are my submissions. I just would ask the Board to note that we have requested our costs in this proceeding.

652

MR. KAISER:
Thank you, Mr. Poch.

653

FURTHER CLOSING ARGUMENT BY MR. ROGERS:


654

MR. ROGERS:
Mr. Kaiser, can I just intervene at the moment, I forgot to mention one thing in my argument in‑chief that I ment to and I should before my other colleagues speak.

655

There was a question raised by Mr. Adams yesterday about how my client got to the $39.5 million and what the authority was. Well, there is authority for it, and my client reminded me that I was counsel in the case that got that authority. It was RP‑2000‑0023, but we have undertaken to give to Mr. Adams, and also Mr. Lyle, just a reconciliation of how the number is derived from that hearing. So we will file that very quickly, but in the event that you render a decision this afternoon, we would certainly agree that the approval of whatever comes is subject to confirmation of the exact number.

656

MR. KAISER:
I understand.

657

MR. POCH:
Mr. Chairman, I forgotten to add one thing. Obviously, Mr. Chairman, perhaps obviously, if the Board were to reallocate or suggest the reallocation of some of the funds and direct them towards conservation, it would be appropriate that Hydro One be invited to report back to the Board on how it proposes to spend that money at some appropriate date.

658

MR. KAISER:
Mr. Klippenstein.

659

CLOSING ARGUMENT BY MR. KLIPPENSTEIN:


660

MR. KLIPPENSTEIN:
Pollution Probe has two background points and five specific recommendations.

661

The first background submission is about leadership. As others have said, and as Ms. Rossini agreed in cross‑examination, it is reasonable to hope that because Hydro One Networks is the largest distribution utility and owned by the province that we can expect genuine leadership by them on the issues that the government has identified as being very important and quite ambitious. And for us, that suggests the leadership in having a balanced portfolio of aggressive and innovative and entrepreneurial conservation programs.

662

The second background suggestion is that there's a need to balance and optimize the smart meter budget. Pollution Probe strongly supports smart meters, but spending 38 percent of MARR is suboptimal, in our submission, and that takes up funds that can be used actually better elsewhere on innovative customer‑side‑of‑the‑meter conservation projects.

663

In terms of the specific recommendations, Pollution Probe respectfully submits that the Board approve Hydro One Networks' request with five caveats or related points. We make no submission on Hydro One Brampton's proposal.

664

First of all, cap smart meters at 17 percent of total MARR budget. That is the approximate weighted average of the non‑Hydro One utilities spending on smart meters, and that number would be 6.7 million.

665

Secondly, approve the rest. If you subtract the difference that results from the 17 percent, in other words, 14.9 million less the 6.7 million, you have $8.2 million of freed up spending, and the rest after that adjustment should be approved as requested.

666

Thirdly, redirect the 8.2 million of freed up funds to further conservation programs. Those should be spent, in our respectful submission, on customer side of the meter conservation or efficiency programs. We believe the evidence supports, in particular, and these are just possibilities, high‑efficiency space cooling options, and the energy efficiency of its industrial customers. In our submission, Hydro One Networks should develop programs for that 8.2 million and come back to the Board for approval. We're not suggesting the Board micromanage that envelope at this point or later.

667

Fourthly, get avoided generation costs from a consultant. We suggest that Hydro One be directed to hire a consultant to provide estimates of Ontario's marginal electricity generation costs for each of the next 15 years. We suggest that Hydro One should file these estimates with the Board for pre‑approval within the next approximately two months. We think that would be money well spent, very well spent. We think that might, for example, be part of the 8.2 million that we suggest be freed up from rebalancing smart meters.

668

Incidentally, we submit that the IMO figures that were tabled would not be fully adequate for that sort of calculation because calculating avoided costs is a predictive exercise and this is looking out the rear‑view mirror, and also because when coal generation goes, there may be some further changes. So that backs up the request for a consultant. That's also an example of how Hydro One Networks taking leadership may be appropriate, in our submission.

669

Fifthly and finally, we submit that the Board should direct that a C&DM program be brought forward for the direct transmission customers. In other words, the Board should direct Hydro One to come forward with a separate application for approval of C&DM programs and budgets for its large industrial customers that are served directly by Hydro One's transmission systems.

670

In our submission, the consumption in that sector is probably very significant, and we submit that it should be separately considered from MARR. In other words, those programs should not come from the 8.2 million, we suggest, and that that application should be brought forward as soon as possible.

671

Those are our submissions. Thank you for your attention.

672

MR. KAISER:
Thank you, Mr. Klippenstein.

673

Mr. Adams.

674

CLOSING ARGUMENT BY MR. ADAMS:


675

MR. ADAMS:
Thank you.

676

On behalf of Energy Probe, first, I'd like to express appreciation for Hydro One's commitment to providing the reconciliation with respect to the MARR claims. And as an overview of our comments, with respect to the overall application, we are not asking for the Board to hold up its decision on approving the application as filed with a couple of comments that we've got to add.

677

The thrust of our comments is to encourage the Board to, in its decision, add some notes of guidance that might be considered by this applicant and further applicants with respect to either applications for the third tranche of MARR C&DM programs that have not yet been filed or presented to the Board and, in addition, comments that might be of guidance to this applicant and other applicants with respect to future C&DM programs that the Board is likely to be presented with soon, including those for the 2006 EDR.

678

Now, it might be fair to, I think, characterize the application that's before you as really a plan to create plans. The plan is, to some degree, sketchy in its details, and yet the applicant is requesting a final binding decision. To grant a final binding decision, I think would be premature. It would be effectively unregulating the C&DM spending envelope that has been presented.

679

The approach that the Board has taken in its decision with regard to the other large distributors, the Coalition of Large Distributors, was to maintain an annual oversight function, and we recommend that the Board continue with that approach.

680

In terms of the flexibility that the applicant might have for reallocating its amounts, one recommendation we have there is that the sectoral allocation between the different customer classes is one that we have reviewed and consider appropriate. If there was a reallocation between sectors, that might give rise to a concern, and so we recommend that the sectoral allocation of funds be maintained.

681

Electric utility subsidized C&DM activities were last officially popular in Ontario in the period approximately from 1987 until 1993, and I think it's reasonable to anticipate that the current fashion in support of C&DM programs at the official level may pass as well, in time. And therefore, I think it's advisable to use this opportunity of attention to conservation matters to make every reasonable effort to ensure that the efforts that are undertaken now have some permanent and lasting value.

682

It's very easy for C&DM discussions to be distracted on to tangents, and I suggest to you, sir, and members of the panel, that the recommendation that transmission direct customers be provided with C&DM programs by this particular applicant is such a tangent. As was established in the evidence, the transmission direct customers are wholesale market participants, they are directly served by and participate in the IESO markets. I think it's also relevant that the transmission direct customers do not pay distribution tariffs and, therefore, any spending that might be undertaken on behalf of this particular applicant with respect to transmission direct consumers would be paid for by another set of consumers than those that are enjoying the benefits of the program.

683

For those two reasons, first being the transmission direct customers participate in the wholesale energy markets and have the opportunity to participate in IESO load management programs directly, and also because transmission direct customers do not pay distribution tariffs by this particular applicant, those are two reasons why this Board should not go down the path of ordering investment by this applicant in C&DM programs for the benefit of what are effectively third parties.

684

Energy Probe does not support the submissions that you've received inviting you to order this applicant to undertake avoided cost studies. There is, I submit to you, nothing in regulation that is less durable or permanent than price forecasts, particularly long‑term price forecasts. It was established in evidence that unit‑cost savings associated with C&DM programs can be calculated when there are estimates of the savings achieved combined with the costs of the savings incurred ‑‑ costs incurred to achieve those savings, and that therefore, unit‑cost savings indices can be calculated on an estimated basis, and that those estimates can provide basis for comparing the relative value of those various programs.

685

So we recommend that the Board encourage the applicants to address ‑‑ these two applicants, and generally the applicants in future cases, to address themselves primarily to what we consider to be more durable savings.

686

I'd like to compliment to you the recommendations of Dr. Hill with respect to what might be done in ‑‑ specifically in the area of new construction. One of the applicants that is appearing before you, Brampton, is a utility that's enjoying some load growth and investment in real estate in its market. It's our review of the submissions from ‑‑ for other C&DM programs from other LDCs in Ontario that we do not believe there are any other instances of LDCs that are making investments through their C&DM program in efforts to enhance the efficiency of new construction, and that this might be an area that utilities ought to be addressing now, and potentially in the future.

687

Another area that represents a potential for durable savings to be achieved is with respect to bulk metering. The evidence in this proceeding from the transcript yesterday, at 1257 and 1261, from Brampton was that Brampton does have information on the extent of bulk metering in its service territory, but has not prepared any plans to address bulk metering efficiency losses in its service territory. Hydro One's evidence was that it had no information on the extent of bulk metering in its service territory, and it seems to us that this is an information gap that Hydro One should be directed to resolve. A survey of bulk ‑‑ the extent of bulk metering is something that all utilities should be alert to and, in fact, required to do in order to be able to appropriately plan their C&DM activities.

688

There was a suggestion from the witness for Brampton that the utility has no power to order smart metering, and Energy Probe agrees that that is in fact legally the case, the LDC does not have the authority to order smart metering. But in the same vein, the LDC does not have the authority to control the installation of the compact fluorescent light bulbs, that doesn't prevent them from attempting to influence the market to encourage the installation of compact fluorescent light bulbs. That's just an analogy as to why we believe that there may be efforts that LDCs can undertake with their customers to identify the extent of bulk metering and identify opportunities to move to submetering.

689

There was a suggestion from the witness from Hydro One Networks that if they were required to undertake efforts to reduce bulk metering in their service territory that this would be part of their smart metering program. The currently defined extent of the smart metering program from the provincial government does not extend to submetering, and it's Energy Probe's view that to make progress on bulk metering does not necessarily require installation of all‑singing, all‑dancing meters. If more primitive devices, simple watt/hour meters could be installed, there is still substantial potential for actual conservation improvements, efficiency improvements to be gained from the installation of even crude measurement instruments.

690

So it's not necessary to expand the smart metering program. It's likely that many of the consumers that are currently taking power from bulk metered circumstances are likely to be apartment dwellers and condominium owners whose consumption, if it were metered, would be relatively modest. The cost justification for advanced technology, all‑singing, all‑dancing smart meters may not be justified in those instances, but that's not, in our view, a justification for being content with the existing status quo of an obviously inefficient circumstance where customers are not metered individually.

691

Another area where we had some disagreement with the other intervenors is with respect to the inclusion of the smart metering within the C&DM spending envelopes. There are several reasons why we support the inclusion of the smart metering initiatives within the spending envelopes, as described in the applications that are before you from the two applicants.

692

First of all, the third tranche of MARR is, from the point of view of utility management, something that they are going to receive decisions on much sooner than they will for any of their other smart metering‑related initiatives. And this timeliness of decisions is one that is likely to provide them with a greater assurance to make efforts in this area.

693

Another point that is relevant to the inclusion of smart meters within the third tranche is that this is ‑‑ upgrading to smart meters is a permanent change in the energy infrastructure and likely to provide durable benefits in the long‑term. We are going to be doing these smart meter programs anyway. The sooner we get them in, the longer the duration of the benefits is likely to be.

694

The third point that I want to make with respect to smart metering, the advantage of including smart meters in these programs, is from a ratepayer perspective, and that is that Ontario electricity consumers have seen, since 1999, very, very substantial increases in distribution rates. Those increases are in the order of 100 percent and there is, so far, from this very drastic increase in distribution service costs for consumers, very little to show from a consumer perspective. There is a limited, I suggest to you, limited tolerance for just "sky is the limit" distribution rates, and I think this Board needs to be mindful that if dollars are taken out of these C&DM programs that would have gone into smart metering, that will simply draw dollars from the customer's pot from other deferred rate increases. And that needs to be a consideration here. There is, I suggest to you, likely to be value from the smart metering program, and that value should be paid for once.

695

My final remark is with respect to costs. This is our only opportunity to comment before the Board with respect to costs. We believe that Energy Probe has acted responsibly in this matter and ask the Board to look favorably upon our recovery of Energy Probe's incurred costs to appear.

696

Thank you very much.

697

MR. KAISER:
Thank you, Mr. Adams.

698

Mr. Lyle.

699

MR. LYLE:
Mr. Chair, I've been asked to read into the record the submissions of VECC.

700

MR. KAISER:
Please go ahead.

701

VECC'S CLOSING ARGUMENT READ INTO THE RECORD BY MR. LYLE:


702

MR. LYLE:
VECC has most of the same concerns that we expressed in the reviews of the earlier applications by the Coalition of Large Utilities and Brantford and Milton Hydro. These include the lack of universality in Hydro One Networks Hydro One Brampton Networks program design and the lack of benefit/cost support for the expenditures. VECC notes that the City of Hamilton, for one, is considering a new program, potentially funded in part by Hamilton's future fund, monies derived in part from distribution revenues, to address utility bill issues for low‑income customers. VECC suggests that it would be in the public interest if the Board gave guidance to LDCs in assist in the design and implementation of such a program across the province.

703

VECC is pleased to see the applicants have included a place holder for a low‑income energy efficiency program, but VECC is disappointed that there is no place holder for a social housing energy efficiency program. We are concerned that the applicants do not appear to recognize the need for complementary approaches to energy efficiency programs for the low‑income housing market. VECC is disappointed that the applicants have not contacted the Low‑Income Energy Network and its consultants, or reviewed the low‑income and social housing programs of Hydro Quebec Distribution.

704

We request the Board to urge Hydro One Networks to take both actions during the design phase of the low‑income program in order to ensure the program will be effective in reaching vulnerable low‑ and fixed‑income customers.

705

VECC supports the ruling requested by the applicants in the form of final orders, but final orders with conditions. The precedent for final orders has been set in earlier cases, and any other course of action would be result in implementation delays and cause difficulties for the electricity customers in Ontario that are facing very real increases in their bills in 2005 for both distribution rate increases and the removal of the Bill 210 price cap.

706

VECC proposes the following conditions of approval:

707

1. The applicants complete the program and portfolio design and rebalancing of budgets by April 30, 2005. In that process, Hydro One Networks should consult with the Low‑Income Energy Network and its consultants and review the Hydro Quebec distribution low‑income program design.

708

2. In addition, as part of rebalancing the proposed program portfolio, Hydro One Networks should include a targeted social housing program.

709

3. The applicants report quarterly and fully on the progress of their C&DM and DR programs in a standard format agreed with the Board Staff.

710

Finally, to the issue of costs. VECC has been judged to be eligible for an award of costs and requests an order of the Board allowing it to recover its legitimate costs in this proceeding.

711

All of which is respectfully submitted per Michael Janigan, counsel for VECC.

712

MR. KAISER:
Thank you, Mr. Lyle.

713

Mr. Lyle, do you have any submissions on behalf of Board Staff.

714

MR. LYLE:
No, I do not.

715

MR. KAISER:
Mr. Rogers.

716

MR. ADAMS:
Mr. Chairman, I'm sorry to interrupt. I had one brief comment that I intended to include, I wonder if I could have your indulgence just to make one brief remark.

717

MR. KAISER:
Certainly, go ahead.

718

FURTHER CLOSING ARGUMENT BY MR. ADAMS:


719

MR. ADAMS:
When Hydro One was testifying, they drew attention to their retention of an expert from McMaster University, Professor Dean Mountain. My recollection of the record is that the utility agreed that they would have no objection to releasing the results of the study, and it occurs to me that the Board might want to include this in its decision asking them to release the study when it's produced, because it could be of value to other LDCs in the province.

720

I'm sorry for the late addition.

721

MR. KAISER:
Mr. Rogers, any response to that? Do you have a point, Mr. Klippenstein?

722

MR. KLIPPENSTEIN:
Yeah, if I could also add that Pollution Probe respectfully requests its costs for its participation.

723

MR. KAISER:
Understood.

724

MR. KLIPPENSTEIN:
It somehow escaped my mind.

725

FURTHER CLOSING ARGUMENT BY MR. ROGERS:


726

MR. ROGERS:
Some things are understood.

727

Just dealing with Mr. Adams's point, I think my client would agree to share this information, that's its intent. I would submit he didn't include that as a condition. It has said, and its witnesses have said that it will share the information with other utilities, certainly, and I imagine and I'm sure Mr. Adams too.

728

MR. KAISER:
Why don't we reserve an exhibit number for that, Mr. Lyle. Is that a way to deal with that?

729

MR. ROGERS:
It will be a long time coming, I think, because the results won't be in for months.

730

MR. LYLE:
You can make it a condition of the order, Mr. Chair, or you can just express an expectation from the Board that this information will be provided.

731

MR. KAISER:
We have Mr. Rogers's undertaking that he is going to provide that.

732

MR. ROGERS:
We'll give you that undertaking, Mr. Chairman.

733

MR. KAISER:
I don't think we need to make any conditions on the order.

734

MR. ROGERS:
Thank you. I just have a few very brief comments.

735

First of all, I must on behalf of Hydro One Brampton say that they do have a program dealing with.

736

MR. KAISER:
Sort of the forgotten child here.

737

MR. ROGERS:
Yes, they are. Although, if you were in my shoes, they're not forgotten. They remind me constantly that they're important, and so they are. But they do have a program for new construction and that's found at ‑‑ that's number 9 in the submission at page 38.

738

Very briefly, I'd like to say this about the submissions that have been made. It's been very interesting for me to sit here and listen to it, and the submissions are interesting for a number of reasons. But it struck me that you have, even within this small group of very knowledgeable observers, a difference of opinion about what's appropriate. And Mr. Adams, for example, answered some of the points that I wish to address.

739

The ratepayers, if you do reallocate smart meter money, will pay eventually an additional amount to cover it. What I found interesting, though, was that this is a balancing act that we're engage in here. People have different points of view, depending on your bias and your belief systems and so on, but it ultimately is a balancing act. If you add to the equation, this didn't come out in evidence but there's a letter filed by AMPCO with the Board in support of a utility, of its proposals, which is unusual. They're supporting this application 100 percent, as I read their submission.

740

So that you have the different interest groups disagreeing on what's appropriate, and I hope the Board will accept that my clients have attempted to balance all of those relevant considerations and have come up with a reasonable plan for immediate implementation.

741

Thank you, sir. Those are my submissions.

742

MR. KAISER:
Thank you, Mr. Rogers.

743

We'll come back, Mr. Lyle, at 3:00.

744

MR. LYLE:
Thank you, Mr. Chair.

745

‑‑‑ Luncheon recess taken at 1:32 p.m.

746

‑‑‑ On resuming at 3:00 p.m.

747

DECISION:


748

MR. KAISER:
Please be seated.

749

The Board has heard evidence and argument over the last two days in connection with an application that was filed with this Board on January 11th, by Hydro One Networks Inc. and Hydro One Brampton Networks Inc. This was an application for orders approving the conservation and demand management plans filed by those two companies.

750

Hydro One Networks operates throughout the province, and is the largest utility in this province, serving approximately one‑third of the customers. Hydro One Brampton is a wholly‑owned subsidiary, which operates electricity‑distribution facilities in the City of Brampton, Ontario.

751

For the most part, in this decision, we're going to concentrate on the application of Hydro One. Both applications, for the reasons which will be discussed, are approved, subject to certain conditions, which will also be discussed.

752

Mr. Lyle, I have an outline of argument, and two schedules which are going to be attached to ‑‑ if you could give those to the parties, and also to the court reporter.

753

The application, as I indicated, is for Final Orders with respect to the approval of the conservation and demand management plans filed by these two utilities. The amount of money involved is $39.5 million in the case of Hydro One, and $3.2 million in the case of Brampton. These amounts are equal to what is called "MARR" in the case of Brampton, and the equivalent of "MARR" in the case of Hydro One.

754

There has been some discussion on this record as to the accuracy of the $39.5 million number, in the case of Hydro One. Mr. Rogers has undertaken to file a reconciliation or an explanation for that amount, based upon earlier decisions. The Board is content with that further explanation. So, subject to any further adjustments that result from that filing, we're going to talk in terms of the amounts specified in your application. And, of course, there is no issue with respect to Brampton.

755

The details of the plans filed by these two utilities are attached, as Schedule A and Schedule B to this Decision.

756

RELIEF REQUESTED:

757

I'm going to deal, first, with the relief requested. As I mentioned earlier, this is set out in paragraph 2 of the application of January 11th. I am going to put it in the record in order to make sure, Mr. Lyle, that, when the Order goes, we have the relief correct.

758

Networks and Brampton are seeking a final order, or orders of the Ontario Energy Board granting:

759

"A. An approval of each utility's conservation and demand management plan.

760

B. A Confirmation of the each utility's CDM plan satisfies the condition of a financial commitment to reinvest in CDM initiatives, as defined by the Minister of Energy.

761

C. A confirmation of each utility's position on future adjustments to its CDM plan, which is set out in paragraph 15 of this Application, is appropriate and acceptable.

762

D. A confirmation that each utility's actual expenditures incurred in connection with the preparation of this Application and its participation in this proceeding (including any intervenor award costs that are attributed to each utility) will be credited to the required amount of CDM expditures for each utility."

763

THE ISSUES:

764

There are two main issues that have arisen in this hearing, and two subsidiary issues.

765

The first of the main issues is smart meters. Having reference to Schedule A, it's apparent that the Networks is proposing to spend some $14.9 million on smart meters. $7.8 million of that is in 2005, and $7.1 in 2006. As a percentage of the total amount, it is almost 39 percent. It's worth noting, in addition that this is also larger than any other utility has spent on smart meters, as a percent of total MARR. But the $14.9 million, referred to a moment ago, is, in fact, larger than the $12 million, which was the total amount invested on smart meters by the entire group of six. So it's a very large amount, and everybody accepts that proposition.

766

The argument by the intervenors, in opposition, is, essentially, that smart meters are to be funded out of rates, in accordance with government policy: That is to say, they're going to happen regardless of what happens in this Application. And the monies directed to smart meters should really be invested in alternative projects, with the view to kick‑starting and improving our conservation record.

767

The position of Mr. Rogers, on behalf of Hydro One, is, essentially, "Don't treat us any different than the other guys. They got their smart meters expenditure approved; we want our smart meters approved."

768

On that point, some of the intervenors noted that this utility, Hydro One, can be distinguished, in that the Board's decision, of December 10th, with respect to smart meters, approved them on the basis that they were pilots. And if we look at that, that, in fact, is the case. This is to be found at paragraph 68 of the December 10th decision.

769

In this case, we are advised that all of the '06 number is not a pilot, and part of the '05 number is not a pilot. We are not clear, with respect to the '05 number, which is a pilot and which isn't.

770

Mr. Poch, on behalf of his client, said he was content with simply taking out the '06 number. That's $7.1 million. Mr. Klippenstein, on behalf of his client, wanted to deduct or reallocate some 8.1 million, based on a 17‑percent figure that he calculated using the weighted‑average of the group.

771

It is the Board's view that 7.1 ‑ that is to say, the '06 amount ‑ should be reallocated. It is a condition of this order that the utility, Hydro One, re‑file, by June 30th, an application for alternative projects, with respect to that $7.1 million. We believe this is in accordance with the Board's earlier decision, and we believe it's in accordance with the Government's intention.

772

The Government has made a policy decision to fund smart meters out of rates. It's not this Board's mandate to reevaluate or redefine government policy. That's what the government has decided with respect to all utilities, and government policy should not be interfered with.

773

There are some other reasons that may be important. If parties have reference to the Board's Report with respect to smart meters, we find that the Board has stated the most recent that the installation and implementation that program should commence, first, with the big urban utilities. The rationale in the Report was that, it would provide a more focused manner to evaluate the technology in the first instance. We don't know whether the government will adopt the Board's report. But if it did, it may be that under that there wouldn't be any roll out of smart meters by Hydro One in '06 in any event, because those are essentially rural areas.

774

We don't know what is going to happen, but we direct Hydro One, to refile by June 30th with respect to that 7.1 million. We do not, however, wish to tinker with the '05 numbers. As Mr. Poch said, it's probably a little bit too late in the game. We don't want to hold anything up. We want to proceed and get on with it. We don't know the amounts in any event.

775

The procedure we've outlined will not interfere with any project, and by the time '06 rolls around, the refiling will have been completed by June 30th of this year, and the utility will be in the position to carry out its '06 obligations in accordance with the total amount of the approved MARR.

776

Just to clarify the decision, we are approving the total amount. A deferral account will be established for that purpose. We're simply asking, with respect to the smart meter issue, that the 7.1 million be pulled out of 2006 and a refiling take place to use those funds in an alternative fashion.

777

The next major issue is what is been referred to as avoided costs. The evidence on this, in large part, is at paragraph 1112 of February 17th transcript. Various intervenors questioned Hydro One as to the status of their analysis of avoided cost. The reason was that calculations with respect to avoided costs are essential in calculating an ultimate cost/benefit analysis, usually referred to as a TRC. The evidence provided by the witnesses was that within a month, they will have calculated the avoided costs of distribution, and within a month or so after that, they believed they could come up with the numbers for avoided cost with respect to transmission.

778

With respect to the avoided cost of generation, which is the third but necessary part, Hydro One essentially said that wasn't their problem or it wasn't their responsibility. Ms. Rossini said at paragraph 1112:

779

"My understanding is that 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 should 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."

780

The problem the Board faces, however, is this: One of the conditions that we have imposed on utilities with respect to these CDM plans, (and incidentally one that this utility accepts), is quarterly and annual reports. I am going to come to that later in this decision, but the annual reports requires a cost/benefit analysis and provides that there will, in fact, be public review of that annual report.

781

We have imposed that reporting requirement in order to ensure that there is some oversight of what are significant expenditures. We recognize, as stated in the initial decision, that it was impractical to require these utilities to do a cost/benefit analysis up front. Mr. Rogers has read that decision into the record, and that's our position with respect to this utility. We're not ordering this utility to do a cost/benefit analysis at this time. We recognize, as in the case of the group of six, they can't do it. They don't have the data. But it's important for all parties in this process to make sure we have this data before this first annual report comes rolling around, because if these annual reports get filed on the public record and they are meaningless, we're all going to look pretty stupid. So we have to get this avoided cost data, one way or another.

782

Now, this utility is not only the largest in the province, but they are publicly‑owned. So that does place, as some of the intervenors suggest, a little additional responsibility on them. They have in their budget before this Board some $3.4 million allocated for administrative expenses, so they may be able to find a few dollars in that to hire the consultant that's been urged upon them. Whether they hire a consultant or do it internally is of no consequence to the Board. But given that they have committed to do two‑thirds of it, we believe it's appropriate to ask them or direct them, if you will, to do the third part of it. We recognize this will be to the benefit of the entire industry, but we have to start somewhere and this seems the logical way to start. If additional costs are required, they may recover those costs from their CDM budgets that are being approved today.

783

We are setting as a date for the completed avoided cost data the end of May. If an extension is required, Mr. Rogers can approach the Board.

784

It is important that we get on with this process as soon as possible. It's also important in the case of this utility, because this is the first utility where the Board has asked them to refile and come up with alternative programs. In this case with respect to some $7.1 million. We believe that some greater understanding of avoided cost and TRC may, in fact, help this utility and, indeed, the entire industry come to a new understanding and greater precision with respect to evaluating these competing conservation programs.

785

This isn't in any way a criticism of this utility. The evidence filed by this utility in this proceeding has been very helpful, as indeed has been the evidence of the other parties. Dr. Hill's evidence was particularly helpful. We need to advance this process. I'm not suggesting this is an adversary sense, Mr. Rogers quite properly said he thought the Board's decision of December 10th suggested this would be done in a cooperative fashion. We contemplate it will be. We just need to kick start it somewhere, so we're picking on the big guy, the guy that's owned by the government, the guy that is going to do two‑thirds of the job anyway, we're asking him to see if he can help us get the whole thing finished in a timely manner.

786

Now, there were some subsidiary issues. First there was this question of direct transmission customers. There's evidence that has been filed that those parties represent about 10 percent of the load. There was a complaint. I'm not sure whether it was a complaint or just a comment that there didn't seem to be any programs allocated to them. It's the Board's view that this is not a distribution customer. They have access to IMO programs. We don't believe it's necessary for the Board to address this issue in this proceeding.

787

There then was the question of the low‑income programs. We note that Hydro One has developed, or plans to develop, I should say, low‑income programs. At page 17 of their evidence they say they are currently in discussions with potential delivery channel partners, community‑based organizations, non‑government organizations, federal governments and the private sector to determine the content of the CDM program. Assuming Board approval, Network would enter negotiations with one of the above delivery agents.

788

VECC appeared before this Panel and argued that greater consideration should be given to social housing. They pointed to and filed a recent study filed by Hydro Quebec in this regard. On this matter, the Board would simply ask Hydro One, when it's re‑evaluating or refiling programs relating to the $7.1 million, if greater consideration could give it social housing and address the particular submissions that have been made by VECC.

789

We would, of course, also ask Hydro One to have regard to the evidence that was filed and given here by Dr. Hill, which this Panel found particularly useful, as to some of the broad‑based efficiency programs that he was considering. Mr. Rogers properly pointed out that the forgotten child in these proceedings, Brampton did, in fact, have a residential construction program, but there was some credible evidence given that there may be other areas in this field that have not been given due regard.

790

We are not making any decision at this point whether any public hearing will be required with respect to the refiling on June 30th. We will look at it when it comes in. We will make a decision at that time. But we would ask Mr. Rogers, as I'm sure he would, to file copies of it with all the intervenors of record in this proceeding.

791

REPORTING AND MONITORING:

792

I'd like to turn next to the reporting and monitoring requirements. In this regard, I am going to refer back to our decision of December 10th. Essentially, what we are saying is that we intend to adopt exactly the same procedures in this case as we did with respect to the CLD group. The requirements for reporting and monitoring are set out at paragraphs 81 to 85 of that decision. I do not believe it is necessary for me to read them.

793

The order, Mr. Lyle, in this case, will go in exactly the same form as the order in the previous case. It will require quarterly reports. The form of that quarterly report, I now understand, has been defined, or is at least under discussion with the parties, so we are more advanced than perhaps we were back on December 10th.

794

I understand from Board Staff that we are close to finalizing the form of the annual report, and the annual report, of course, is dealt with at paragraphs 83 and follows.

795

I want to read this because it bears upon what I said with respect to avoided cost, so that the utility understands the importance of the avoided cost.

796

"We then come to the annual report. This should be done on a calendar year. It should be filed with the Board no later than March 31st of the following year. So the first one would be for the year 2005. This will contain all of the information that would be in the quarterly report but, in addition, should attempt a cost‑benefit analysis. The methodology with respect to that cost‑benefit analysis should be determined in advance, and the Board suggests that a working group be formed with Board Staff and representatives of each of these utilities, with possible involvement of the intervenor community involved in this case. We don't want to face an argument a year from now as to what this methodology should be. In the interim we should work out the methodology, but a year from now, the Board would like to receive from each of these utilities a cost‑benefit analysis on the initiatives that have been conducted up until that date."

797

Now, of course, we've had some developments since December 10th. As most of these parties are aware, the methodology is currently being determined in the course of the 2006 EDR proceeding. Various witnesses have been heard. We fully expect that within the next month or so, the methodology will have been determined.

798

That, then, leads us to the data requirement which we have discussed in this hearing and in this decision. Hopefully we will have the first part of the data, at least the avoided cost part of that data, by May 30th.

799

It is the intention of the Board, just to give you an update with respect to December 10th decision to develop certain other data that will be necessary in completing a cost‑benefit analysis of the programs that have been filed by these two utilities and the six other utilities. The totality of those programs pretty well represents all of the programs that are currently in operation in the province of Ontario.

800

Focussing on the array of programs that are currently before us, it's our intent, as we said back on December 10th, to have further discussions with the community by way of a working group or hearing with respect to the values that would be required to evaluate each of those programs. And, of course, this will include estimates of the energy saving for each of the programs, or what Mr. Adams would call it the avoided consumption.

801

We have had evidence in in EDR 2006 which emphasizes the importance of the parties agreeing on these values. It's imperative to the Board, and, we believe, for the credibility of the utilities, that when these annual reports, when filed, are meaningful. As meaningful as they can be. And we're only going to get there if we get these values defined well in advance. Otherwise, we are going to have the mess we had in the gas industry for a number of years, and we're intent on avoiding that.

802

I wanted to offer that by way of explanation as to where we are in of this process. I thank Mr. Rogers in advance and his client in advance for undertaking these additional initiatives.

803

The last aspect of this is program modification. This was raised in the application. It's also dealt with in paragraph 64 of the December 10th decision. The decision of this Panel is the same. That is to say, the utility may make any adjustments it considers appropriate without coming back to the Board if below the 20 percent threshold.

804

The last issue is perhaps the most important, and that's costs. Costs have been requested by various parties. The Board acknowledges that the contribution of the intervenors has been helpful and significant. And, as I mentioned, we particularly appreciated the evidence of Dr. Hill. We did not have the advantage of expert evidence in the previous proceeding, and it was helpful to have it in this proceeding. A cost order will go in the usual form, Mr. Lyle, subject to the Board assessment procedures.

805

Are there any questions? Thank you. That completes the Board's decision in this matter.

806

‑‑‑ Whereupon the hearing concluded at 3:27 p.m.

