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Thursday, February 15, 2007


--- Upon commencing at 9:33 a.m.


MR. KAISER:  Please be seated.  Mr. Cass.


MR. CASS:  Thank you, Mr. Chair.


If the Board sees it as appropriate, I would propose to begin today's session by explaining the events that have transpired since the parties last appeared before the Board in this matter.


MR. KAISER:  Please proceed.


SUBMISSIONS BY MR. CASS:

MR. CASS:  Thank you, sir.  First, as the Board is aware, there was a settlement proposal presented, I believe on January 26th, that was not a settlement of all issues.  The Board issued its decision and procedural order in respect to that settlement proposal, contemplating the potential need for a hearing on issues to do with conservation and demand management, those appearing generally under issue 1 of the issues list, and also a potential need perhaps to address issue 6 from the issues list.


What I would like to do, then, is update where matters stand in respect of these two areas that were outstanding as a result of the Board's acceptance of the original settlement proposal.


First, issue 6.  There was an outstanding matter there because at the presentation of the settlement proposal there was a question taken away by the OPA to answer in respect ‑‑ it was a question, I think, actually that came from Mr. Rupert.


For the record, that question was answered by the OPA in a letter provided to the Board on January 30th.  There were then follow-up questions from the Board, I believe, on February 5th, and then a further letter of February 9th was filed with the Board by the OPA answering the follow-up questions.


That, I think, is the current status of that outstanding item in respect of issue 6.


Now in respect of issue 1, as the Board will have seen, the parties have been able to come to a complete settlement of all CDM issues listed under issue 1 in the issues list.  A supplemental settlement proposal describing this complete settlement was filed with the Board yesterday.


I will briefly explain the components of the supplemental settlement proposal to the Board.  First, just by way of general background, I would like to start by reminding the Board of one important element of the OPA's evidence on CDM matters.


The evidence, I think, made very clear that as an important ‑‑ as one important objective for 2007, not the only one, but one important objective of the OPA for 2007 was to devote attention to the continued design and development of its CDM programs.


This can be seen in many places in the evidence, but, for example, it can be seen at Exhibit B, tab 1, schedule 1, pages 1 and 7.  So what this supplemental settlement proposal does, I believe, is that it allows the OPA to meet its objective of continuing the design and development of CDM programs in 2007, while balancing this with an appropriate level of stakeholder consultation.  Those, I think, are two key elements of the settlement proposal.  


Then the third aspect of the supplemental settlement proposal is that it gives the Board and stakeholders comfort about the information that the OPA is going to be making public and the information that it's going to be providing to stakeholders with respect to its CDM programs.


For those general reasons, I commend to the Board this supplemental settlement proposal as one that balances those three different items in a fashion that is very much in the public interest.


So having made those general comments, I would then address, quickly, some of the specific items of the supplemental settlement proposal.


Now, first in the category of those items that, as I've explained, balance the need of the OPA to devote attention to the design and delivery of CDM programs with an appropriate level of stakeholder consultation, I think there are three elements of the supplemental settlement proposal that the Board can look at.  These would be items 1.1 in the settlement, 1.4 and 1.7.


In item 1.1, the Board will see that there is an agreement that the OPA will consult with stakeholders with respect to the 2008 program portfolio.  As indicated in the document, this includes a broad consultation on the portfolio itself.  It also includes consultations with appropriate stakeholders in respect of programs for particular market segments.


Without reading all of item 1.1 in the supplemental settlement proposal, I think that is the gist of what has been captured there.


Also in this area, I referred to item 1.4 of the settlement proposal.  Under item 1.4, the OPA is going to conduct a scan of important lost opportunity markets in 2007, and it's going to report in the consultation the results and any proposals arising from this scan.


Now, another one of the commitments in this settlement proposal that I've referred to is found in item 1.7.  Again, without reading it, in summary, the OPA is going to make reasonable efforts to negotiate contracts with the goal of implementing a natural gas fuel-switching program.  


Once again, the OPA will provide information about these efforts as part of the consultation.


Now, the other element of this supplemental settlement proposal that I referred to is the agreement about information that the OPA is going to be ‑‑ going to make available.  This can be found in items 1.3, 1.5 and 1.6 of the supplemental settlement proposal.


Under 1.3, the Board will see that, to the extent available, the OPA will be providing screening assumptions and expected program results in the course of the consultation.  I note, as well, in the wording of item 1.3, that this is for existing and contemplated programs.


Again, in the category of information that the OPA will be making available, we see item 1.5.  Under paragraph 1.5, the OPA will make public its final evaluated program results as they become available.  In addition, every 12 months, the OPA will make preliminary ‑‑ I'm sorry, at least every 12 months the OPA will make preliminary program results public.


Then the final item in the category of information that the OPA will provide is found in the somewhat lengthy paragraph 1.6.  In an attempt to summarize this rather lengthy paragraph, the OPA has met a request that it provide a best estimate of the marginal cost of supplying electricity at the peak.  This estimate will be provided on a basis that has been explicitly described here in paragraph 1.6 and agreed upon by the parties.


So, again, to repeat where I started this presentation of the supplemental settlement proposal, this represents a solution that allows the OPA to devote the required attention in 2007 to design and delivery of CDM programs, while giving appropriate recognition to stakeholder consultation and giving both the Board and stakeholders comfort that the OPA will be making available, in an appropriate fashion, information about its CDM activities.


For all of these reasons, we ask that the Board approve this supplemental settlement proposal.


MR. KAISER:  Thank you, Mr. Cass.  Mr. Poch.



SUBMISSIONS BY MR. POCH:

MR. POCH:  Thank you, Mr. Chair.  We are supportive of this agreement, as might be clear to the Board.  I think to be frank, Mr. Chairman, to sum it up, as you heard in past days in this proceeding, we're faced with the reality that OPA simply doesn't have the level of detail that we might expect at some point in the future.  And we, stakeholders and the Board, of course, have some responsibility to ensure that things are being managed productively.  


We felt, in our initial proposal - which I think you will see has found its way in fact into this settlement - that public disclosure, as it becomes available, which is in effect captured in items 1 – well, predominantly in 1.3 - is a reasonable approach for this interim period.  Everyone, of course, is cognizant that we're going to be going into the IPSP process within the year and this all may -- subsequent filings may be affected by that process, and my friend for OPA has indicated they anticipate that, as part of the IPSP process, this Board will want to be thinking about the ongoing supervisory role it plays and what form it should take.  So we specifically, of course, reserved in paragraph 2, that nothing we do here is any precedent for the future.  


On that basis, we are content, Mr. Chairman, you will note -- both Mr. Chairman and Mr. Vlahos are on the panel in the Enbridge case at this point.  You're aware we made an issue there, the question of fuel switching and joint programs and as you will see here, OPA has stated it's at the table.


The funding, if such an agreement is made, if Enbridge is in a position to participate, the funding from OPA's part would be from -- not from the budget before you, but from charges from the directives.  I believe they have a directive specifically about appliance changeover.  So if that comes to fruition during this rate period, during the 2007 period, it wouldn't be a budgetary matter within the context of what you're looking at here.  


MR. KAISER:  I was going to ask you about 1.2 because Mr. Cass didn't refer to that particular aspect of this agreement, but thank you for that.  I understand you're simply reserving your rights to pursue this matter in that proceeding.  


MR. POCH:  In any future proceeding, really, Mr. Chairman.  


MR. KAISER:  Mr. Alexander.  


SUBMISSIONS BY MR. ALEXANDER:


MR. ALEXANDER:  Thank you, Mr. Chair.  For the record, Pollution Probe supports the supplemental settlement as it has been presented to the Board today.  From our perspective, the issues that we were concerned about were particular issues 1.6 and 1.7.  Given what has come forth as part of the discussions and has opinion incorporated into the settlement, we believe our concerns have been met particularly with the super-peak demand and with respect to the fuel switching.  Unless the Board has any questions, I don't have anything further to add other than to state, for the record, as in the normal course, Pollution Probe will be seeking its costs as part of this proceeding.



MR. KAISER:  Thank you.  Same for you, Mr. Poch, I assume. 


MR. POCH:  I think that goes without saying, Mr. Chairman. 


MR. KAISER:  Thank you, Mr. Alexander.  Mr. Buonaguro.  


SUBMISSIONS BY MR. BUONAGURO:


MR. BUONAGURO:  VECC supports the settlement proposal, and I guess I should say we're also looking for our costs, that's all.  


MR. KAISER:  Mr. Adams.  


SUBMISSIONS BY MR. ADAMS:

MR. ADAMS:  Yes, sir.  We have nothing to add.  We simply were attending because we weren't sure what was going to happen today, just to keep track of the process.  Thank you.  


MR. KAISER:  Thank you, Mr. Adams.  Ms. Sebalj, anything?  


SUBMISSIONS BY MS. SEBALJ:

MS. SEBALJ:  Mr. Chair, Board Staff doesn't have any clarifying questions with respect to the settlement and of course we were not a party.  


MR. VLAHOS:  Thank you, Mr. Chairman.  


QUESTIONS FROM THE BOARD: 


MR. VLAHOS:  Mr. Cass, just one question on paragraph 1.6 which speaks to certain information to be filed with the Ontario Energy Board no later than March 16th of this year.  


It is the part of the settlement as to what would be the aftermath of that filing.  Can you help me with that?  


MR. CASS:  Mr. Vlahos, I think it would help to say, first, it is not expected it would have any implications for this 2007 case.  


You will have seen at the end of paragraph 1.6 the OPA's indication that it does not agree that demand response should be priced based on this marginal cost.  However, the information will be provided.  It will be there for parties, such as Pollution Probe, to use as they see fit in the future.  It's not expected to have any implications for this particular case.  


MR. VLAHOS:  All right.  Thank you.  


MR. KAISER:  Any other parties wish to comment?  


We will adjourn for half an hour and come back with our decision.  


MS. SEBALJ:  Sorry, Mr. Chair.  Sorry to interrupt.  But did the panel want to deal with issue 6 prior to adjourning or is that something you want to do -- is there anything outstanding on issue 6?  


MR. KAISER:  No.  I think we're in a position to be able to deal with that. 


MS. SEBALJ:  My apologies.  


--- Recess taken at 9:50 a.m. 


--- Upon resuming at 10:34 a.m.


DECISION:

MR. KAISER:  Please be seated.


The Board is now in a position to render its Decision in this matter.


This is an application by the Ontario Power Authority which was filed with this Board on November 1st, 2006 with respect to its proposed 2007 expenditure and revenue requirement and fees, pursuant to section 25.2(1) of the Electricity Act.


Pursuant to that section, the OPA was seeking certain approvals from the Board, the most important of which are:  


 (1)  approval of a usage fee of 37.2 cents per megawatt-hour; 


 (2) interim approval of such usage fee effective January 1st, 2007; 


 (3) approval of the proposed 2007 revenue requirement of 57 million, which was comprised of an operating budget of $57.423 million, less forecast revenue of $400,000 for registration fees; and finally, 


 (4) approval of the proposed 2007 capital expenditures of 2.885 million.


On December 14th, the Board issued an Interim Rate Order and Procedural Order approving, on an interim basis, fees sufficient to recover a revenue requirement of 57.023 million effective January 1st, 2007, pending a final decision in this proceeding, at which time a final revenue requirement and the fees based on that final revenue requirement could be applied retroactively from January 1st, 2007.


On December 21st, 2006, the Board issued Procedural Order No. 2 in which this Board approved an issue list.  A Technical Conference was held on January 8th and 9th, and a Settlement Conference commenced on January 15th.


A settlement proposal was presented to the Board on January 26th, and the applicant and all parties responded to the Board's questions regarding that settlement proposal.  That settlement proposal included a complete settlement on:  Issue 2, Power System Planning Operating Budget; Issue 3, Supply Procurement and Contracting Operating Budget; Issue 5, Building Organizational Capacity Operating Budget; and, Issue 6, General.


Two issues were not completely settled by the parties.  Those were Issue 1, Conservation and Demand Management Operating Budget, and, Issue 4, Sector Development Operating Budget.


On February 8th, the Board accepted the settlement with respect to Issues 2, 3 and 5.  The Board reserved on Issue 6, due to some outstanding information requests presented by the Board through Board Member Rupert.


On February 14th, yesterday, a Supplemental Settlement Proposal was filed with the Board.  That proposal described agreements reached on Issue 1, Conservation and Demand Management Operating Budget, which, as indicated, was previously categorized as an incomplete settlement.


This Supplemental Settlement Proposal, which forms Schedule A to this decision, identifies the intervenors who agree with each settlement or those who take no position on the issue.


Essentially, this Supplemental Settlement Agreement provides that all parties accept and agreed to the Operating Budget and revenue requirement implications for 2007 of Strategic Objective No. 1, as proposed by the OPA, subject to certain conditions, of which there are seven.


They fall into two main categories.  The first, as Mr. Cass has pointed out, relates to consultation.  Those would be conditions 1.1, 1.4 and 1.7.  I'm not going to read them into the record at this point.  The Settlement Agreement forms part of this Decision, as Schedule A.


The second main category related to certain information which the OPA has agreed to provide. Those are described in conditions 1.3, 1.5 and 1.6.


All intervenors, except APPrO, OPG and PW, participated in negotiation of this Supplemental Settlement Agreement.  All participating intervenors accept and agree with the proposed settlement of this issue, except APPrO, OPG and PWU, which take no position on this issue.  VECC takes no position on condition 1.6, and CCC takes no position on condition 1.6 and 1.7.


Having heard submissions of the Applicant and all interested parties, the majority of this Panel, being Messrs. Mr. Kaiser and Rupert, agree and accept the settlement proposal as filed.  Member Vlahos has a Dissenting Decision, which will follow the majority decision.


The decision of the majority, however, is subject to certain conditions, which relate to Issue number 6 and, in particular, certain information requests, made by Mr. Rupert.  


On January 26th, Mr. Rupert asked OPA's counsel questions regarding the amount of the organization's accumulated deficit as of December 31st, 2006.  


The OPA replied in writing on January 30th.  That response led to certain additional questions, which were made in writing on February 5th, and, as indicated by Mr. Cass this morning, the OPA replied in writing on February 9th.


From that exchange, the Board concludes as follows:  In 2005, the OPA had budgeted 1.1 million for Conservation Fund expenditures.  It appears that the OPA made grants to various organizations in that amount, but only spent and charged to expenses approximately $79,000 in 2005.


In 2006, the OPA expensed a further $751,000 in respect of 2005 grants.  The balance of the 2005 grants, or $270,000, apparently will be charged to expense in 2007.


In 2006, the OPA's revenue requirement included 1.5 million for the Conservation Fund.  On January 4th, 2007, the OPA filed updated evidence with respect to 2006 expenses that showed it forecasted that 2006 actual Conservation Fund expenses would be $1.5 million, exactly equal to the budget.


But because $751,000 of the amount expensed in 2006 related to 2005 grants, it appears that, at most, the OPA has funded and expensed only $749,000 of its 2006 Conservation Fund revenue requirement.  


With respect to 2007, there is nothing in the OPA's evidence or its responses to the Board's questions that indicates when it expects to fund and expense the $3 million for the Conservation Fund included in the proposed 2007 revenue requirement.


The Board is prepared to accept in this Decision the 2007 proposed revenue requirement for the Conservation Fund, but will require that the OPA do two things in its 2008 revenue requirement submission.


First, next year we expect the OPA to file information that shows, for the Conservation Fund budgets included in 2005, 2006 and 2007 revenue requirements, the year in which the amounts were or are expected to be charged to expense. 


Second, the Board will require that OPA's proposed 2008 revenue requirement for its Conservation Fund should be no greater than the amount of grants made in 2008 that the OPA expects to fund and charge to expenses in that year. 


With these conditions, the Board accepts the settlement proposal of Issue 6.  


With that, I will turn the platform over to Mr. Vlahos.  


DISSENTING DECISION BY MR. VLAHOS:

MR. VLAHOS:  This is a proceeding dealing with OPA's revenue requirement for the 2007 year.  Under the Ontario Energy Board Act, the Board reviews OPA's revenue-requirement submission and following a proceeding approves it, or otherwise sends it back to the OPA to consider the Board's comments.  


Having heard a Settlement Proposal on January 26, 2007, the Board approved the contents of the first Settlement Proposal, except parts of Issue 4, where the Board heard submissions and ultimately made a decision.   That first settlement dealt with all issues except Issue 1, dealing with the OPA's proposed budget pertaining to its CDM activities.  


The Board received the Supplemental Settlement Proposal yesterday, February 14th, 2007, and heard submissions on it today whereby the participating parties agreed to the OPA-proposed operating budget for 2007 pertaining to CDM activities, but subject to seven conditions.  


These conditions are set out on pages 3 and 4 of the Supplemental Settlement Proposal.  


They are similar to the issues that certain intervenors advised that they would be pursuing at the hearing when the Board heard submissions with respect to the first Settlement Proposal.  


The same issues, or largely the same issues, that were to be heard are now conditions in the Supplemental Settlement Proposal.  I also note the OPA is now consenting to these conditions which it argued strenuously against at the January 26th hearing.  


In my view, the proposed conditions have little or nothing to do with the level of the OPA's proposed CDM operating budget.  Rather, in my view, they represent, as a whole, requirements by the participating intervenors for OPA to behave and act in a certain fashion, to undertake and file studies, and the kind of information that it should be providing in future fee proceedings in respect of its CDM programs.  In effect, this goes to the design and implementation of OPA's CDM programs.  


The Board's consideration of the reasonableness of OPA’s proposed budget should not be a licence or a forum to get into the policies and details of OPA’s CDM programs.  The Board does need to understand at some level the scope of OPA's CDM activities, adequate enough for the Board to ascertain the reasonableness of the proposed CDM operating budget, such that it may be too high or too low.  As the OPA had indicated in the January 26th hearing, its evidence contains the necessary information on programs, evaluation, monitoring and verification to enable the Board and the parties to test the reasonableness of the CDM operating budget.  But the parties did not and are not taking issue with the appropriateness of the operating budget.  Further, these intervenors accept that the OPA does not have a lot of information right now.  It is clear that certain intervenors wish to use this OEB process to obtain information which, by GEC's own admission at the January 26th hearing, they will be able to use in pursuing remedies in other fora.   


Clearly, a fees proceeding, if this proceeding, is not being used for its intended purpose and the contents of the Supplemental Settlement Proposal bear this out.  The suggestion that certain intervenors would not accept OPA's CDM operating budget in the absence of the Board's agreeing to the proposed conditions is disingenuous.  It undermines the purpose of the settlement process and it is outside the scope of OPA's fees proceeding.  


The proposed conditions are not an evidentiary matter.  They have nothing to do with rates, especially for 2007.  OPA's filed evidence does contain information which, according to the OPA's view expressed in the January 26th hearing, is sufficient for a determination of the reasonableness of the proposed CDM operating budget.  Intervenors did not appear interested in testing that evidence for the purpose of ascertaining the reasonableness of the proposed CDM operating budget.  


The proposed conditions widen the Board's regulatory view, which is duplicative of OPA's functions.  Decisions on individual CDM programs and spending on such programs are made outside this Board's jurisdiction, and they have been made.  The funding comes through the global adjustment, not through this fees proceeding.  


The purpose of this proceeding is to review the reasonableness of OPA's proposed revenue requirement, which includes a proposed operating budget for CDM activities.  The Board's role in CDM in a fees proceeding is to ensure that the OPA is granted a level of spending that would be reasonably grounded on its mandate.  The proposed conditions enlarge the Board's authority over the mandate of the OPA in a way that is duplicative and inappropriate.  Moreover, conditions in a decision pertaining to OPA’s fees case are not enforceable as they would be if they were part of a Board Order.  In my view, the Board should not endorse the conditions attached to Issue 1 in the Supplemental Settlement Proposal.  


In the result, I do not agree with the proposed conditions attached to issue 1 and therefore I am not in a position to agree with my colleagues.  


This completes the minority decision.  I do agree with my colleagues on the issue around the conservation fund as part of Issue 6.  


Thank you, Mr. Chair.  


MR. KAISER:  Thank you.  Ms. Sebalj, do you have anything?  


MS. SEBALJ:  I have nothing.  


MR. KAISER:  Mr. Cass?  


MR. CASS:  No, sir.  Thank you.  


MR. KAISER:  Thank you, all.  It's been an interesting case as you can see and we appreciate your cooperation throughout, all of you.  


MR. POCH:  Mr. Chair, a number of us requested costs.  I wonder if there is, as it appears there may be no formal written decision coming out apart from the transcript, if the Board wanted to deal with that now or by way of separate order. 


MR. KAISER:  We will deal with it now.  The Board accepts submissions of all counsel with respect to costs, unless Mr. Cass has any objection. 


MR. CASS:  None at all, sir.


MR. KAISER:  Thank you very much, Mr. Cass, Mr. Lyle. 
--- Whereupon the hearing concluded at 10:51 a.m.

SUPPLEMENTAL SETTLEMENT PROPOSAL

February 14, 2007

This Supplemental Settlement Proposal is filed with the Ontario Energy Board (“OEB”) in connection with the 2007 Expenditure and Revenue Requirements Submission (“2007 RRS”) of the Ontario Power Authority, filed November 1, 2006 under sections 25.20 and 25.21 of the Electricity Act, 1998.  A Settlement Conference was held on January 15 and 16, 2007 according to the Ontario Energy Board Rules of Practice and Procedure (the “Rules”) and the Board's Settlement Conference Guidelines ("Settlement Guidelines").  

On January 22, 2007 the Ontario Power Authority (the “OPA”)  filed a Settlement Proposal arising from the above-mentioned Settlement Conference.  This Supplemental Settlement Proposal arises from subsequent negotiations among the OPA and the following intervenors listed alphabetically (collectively, the “Parties”): 

Association of Power Producers of Ontario (APPrO)

Consumers Council of Canada (CCC)

Energy Probe Research Foundation (Energy Probe)

Green Energy Coalition (GEC)

Ontario Power Generation (OPG)

Pollution Probe

Power Workers' Union (PWU)

Vulnerable Energy Consumers Coalition (VECC)

Any intervenors who are identified as not having participated in the negotiation of that issue also take no position on any settlement or other wording pertaining to the issue.  In accordance with the Rules and the Settlement Guidelines, Board Staff is not a party to the Supplemental Settlement Proposal.

The Supplemental Settlement Proposal describes the agreements subsequently reached on Issue 1, Conservation and Demand Management Operating Budget, previously categorized as Incomplete Settlement.  The Supplemental Settlement Proposal identifies the intervenors who agree with each settlement, or who take no position on the issue.  Therefore the intervenors who are in agreement with the settled issues believe that the evidence provides sufficient information to support their views to support the Supplemental Settlement Proposal and will assist the Board in its decision making on those issues.  

Evidence: The evidence in relation to Issue 1 includes the following:

A-6-1 2006 CECO Annual Report

A-7-1 Organization Chart

A-7-2 Rationale for Reorganization

A-9-2 Business Plan

A-10-2 p 40

B-1-1 Strategic Objective #1

B-1-1 Attachment 11 – CDM Program Descriptions

D-2-1 2007 Operating Costs and Capital Additions Budget

E-1-14 Undertaking Response TC Jan 8, 2007 Tr. p. 136

E-1-17 Undertaking Response TC Jan 9, 2007 Tr. p. 36

E-1-19 Undertaking Response TC Jan 9, 2007 Tr. p 58

TC-4 Table Labelled “Strategic Objective No. 1, Operating Costs, 2007 Budget by Cost Unit”

TC-5 Chart Entitled “OPA CDM 2007 Portfolio”

TC-7 CDM Slide Deck

Technical Conference Transcript dated January 8, 2007

Technical Conference Transcript dated January 9, 2007
Issue 1.
Conservation and Demand Management 2007 Operating Budget

Complete Settlement

All parties accept and agree to the operating budget and revenue requirement implications for 2007 of Strategic Objective #1, as proposed by the OPA, on the basis of the following:

1.1 The OPA will consult with stakeholders, in a manner designed by the OPA, to advise them of, and receive their comments on, the OPA’s 2008 program portfolio and the design of its 2008 programs (the “consultation”).  The OPA will consult with a broad range of stakeholders with respect to its 2008 program portfolio. With respect to the design of programs in particular market segments, the OPA will focus its consultation on an appropriate range of stakeholders, based on a stakeholder’s particular expertise or interest in that market segment.  The OPA will provide funding for participation in the consultation to those stakeholders who are eligible for cost awards under the OEB’s cost awards guidelines.  The OPA agrees that the consultation will commence no later than September 1, 2007.

1.2 Nothing in paragraph 1.1 restricts the rights of intervenors to argue in the 2008 RRS for more detailed information to be filed by the OPA than has been filed in the 2007 RRS.

1.3 In the course of the consultation the OPA will provide, to the extent that any are available, the screening assumptions and expected program results, including expected savings and cost-effectiveness, for existing and contemplated programs. 

1.4 The OPA will as part of its 2007 CDM efforts conduct a scan of all important lost opportunity markets, including the low income market.  The OPA will report in the consultation by September 1, 2007 the results and any proposals arising from this scan and the status of all potential CDM programs identified by the OPA’s Program Design Advisory Group but not implemented in 2007.

1.5 The OPA will make public its final, evaluated program results, including success in meeting original program goals regarding savings achieved and cost effectiveness, as they become available.  The OPA will make public at least once every 12 months, preliminary program results on each program it funds. 

1.6 The OPA will file with the OEB, by no later than March 16, 2007, its best estimate of the marginal cost of supplying electricity during a super peak demand hour (i.e., top 1% of annual system demand) assuming a) the predicted marginal supply source and b) that the marginal source of supply is a new simple-cycle natural gas-fired plant (if that is not the predicted marginal supply source).  The OPA will break-out its cost estimates according to at least the following categories: generation capital costs, generation fuel costs and generation non-fuel fixed and variable operating costs; transmission capital costs; the cost of capital; and transmission, and distribution and transformer losses at the time of the top 1% of annual system demand.   

The OPA will perform its analysis on the following basis:

The marginal cost of supplying electricity over the super peak demand hour, assumed to occur during 2007 summer, will be expressed in $/MWh to the wholesale delivery point.

The generation portion of the cost will be calculated as follows:

· Generic estimates for the capital and operating and maintenance costs of a simple cycle gas-fired plant will be used.

· The financing charges – The OPA will calculate two answers: one using a capital cost recovery factor based on discount factor of 6% (nominal) and one based on a discount factor of 11% (nominal), both assuming the fixed costs are recovered over 88 hrs (1% of 8760) per year and excluding corporate taxes.  The OPA notes that it does not agree that 11% is the appropriate amount to use as a discount factor in this particular case.

· Generic operating and maintenance costs will be used.  No efficiency adjustment will be made for summer operation of the gas turbine.

· Natural gas cost of $6/MMBtu.

· The OEB/Navigant estimates for transmission marginal capital costs will be used and estimated at $5.35/kW-yr

· The OPA will estimate marginal transmission and associated transformer losses during the summer peak period (88 hours) based on 2006 data and information.

· The OPA will estimate distribution line and transformer losses based on the best available information.

The OPA notes that it does not agree that demand response should be priced based on the marginal cost of supplying electricity during a super peak demand hour.

1.7 The OPA will make reasonable efforts as part of its 2007 CDM activities to negotiate contracts with third parties such as the major gas distribution utilities with the goal of implementing a natural gas end-use fuel switching program that pursues major TRC-positive fuel switching opportunities over what will likely be a multi-year period.  The OPA will, in the consultation, provide stakeholders with information on the progress of these negotiations.

Participating Intervenors:  All intervenors except APPrO, OPG and PWU participated in the negotiation and settlement of this issue.

Approval:  All participating intervenors accept and agree with the proposed settlement of this issue, except APPrO, OPG and PWU which take no position on this issue.  VECC takes no position on paragraph 1.6, and CCC takes no position on paragraphs 1.6 and 1.7.
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