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Two stakeholders, both representatives of large volume customers, who did not feel
that programs for large volume customers should be mandatory, recommended that the
Board consider providing an opportunity for large volume customers to “opt-out” from, or
not be required to help fund, a gas utility DSM program for large volume customers.
They noted that the principle that ratepayer funded DSM should not be mandatory for
large volume customers protects large volume customers as a class, but does not
address a customer-specific issue where it was argued that many of these customers
are self-motivated and have made significant energy efficiency investments on their
own. These stakeholders noted that large volume customers do not need or desire a
mandatory ratepayer funded DSM program and that in the event a customer believes
that utility or third party expertise is helpful, that be provided outside of a rate funded
DSM program.

6.2 Board Conclusions

As discussed in Section 4.2 — Budgets, the Board expects the gas utilities’ multi-year
DSM plans will enable the delivery of results in the areas which have been identified as
key priorities in the LTEP, Conservation Directive and by the Board.

Key priorities identified in the LTEP and Conservation Directive:

a) Implement DSM programs that can help reduce and/or defer future infrastructure
investments;

b) development of new and innovative programs, including flexibility to allow for on-
bill financing options;

c) increase collaboration and integration of natural gas DSM programs and
electricity CDM programs; and

d) expand the delivery of low-income offerings across the province.
The Board identified priorities:

e) implement DSM programs that are evidence-based and rely on detailed
customer data; and,

f) ensure that programs take a holistic-approach and identify and target all energy
saving opportunities throughout a customer’s home or business.
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It is important that the gas utilities’ multi-year DSM plans focus on activities that will
achieve a greater amount of long-term natural gas savings, better help participating
customers manage their overall usage and ultimately their bills, and consider the
guiding principles from Section xx and key priorities outlined above. The Board has
provided a specific discussion of program types in the DSM Guidelines in Section 6.0.
The gas utilities are expected to collaborate and integrate natural gas DSM program
offerings across all sectors with Province-Wide Distributor and/or Local Distributor CDM
programs throughout the course of the DSM framework period. As part of the multi-year
DSM plans filed by the gas utilities, the Board expects that the gas utilities will include a
discussion of the areas where programs have been coordinated and/or integrated with
Province-Wide Distributor and/or Local Distributor, program aspects that have the
potential to be integrated in the future and any barriers that have restricted the program
from being coordinated and integrated with an electricity CDM program.

Additionally, the gas utilities DSM portfolios should include programs that are
specifically designed to address customer groups with significant barriers to entry (e.qg.,
small business customers). DSM portfolios should also include programs targeted to
customers who are already very invested in energy efficiency and where more complex
or customer-specific options are necessary.

The Board is of the view that rate funded DSM programs for large volume customers
should not be mandated as these customers are sophisticated and typically
competitively motivated to ensure their systems are efficient. The small number of
customers in these classes further heightens the issues of one customer subsidizing
business improvements of another. If a gas utility, in consultation with its large volume
customers, determines that there is substantial interest in the gas utility providing
expertise and a value-added service to help improve the energy efficiency levels of
these customers’ facilities, the gas utilities are able to propose a fee-for-service program
which the Board will approve on its merits. The primary focus of any program proposed
for large volume customers should be offering technical expertise, including conducting
facility audits, advice for operational improvements, or engineering studies as opposed
to capital incentives. Specifically, the gas utilities can propose a fee-for-service DSM
programs to the customers in those classes identified as large volume rate classes in
the table below. As can be seen in the table below, there is a very limited number of
customers in these rate classes.



Table 1 — Large Volume Rate Classes

Enbridge Gas Distribution Inc.

2013 Annual
Volumes (m?)%

No. of

Rate Class Customers

Percent of
Total Annual
Volumes®

Description of Rate Class

Rate 125 5 n/a

n/a

For applicants who use the EGD network to
transport a specified maximum daily volume of
natural gas that is not less than 600,000 me.

Uni

No. of
Customers®

2013 Annual

Rate Class VTS (m3)24

on Gas Limited

Percent of
Total Annual
Volumes

Description of Rate Class

Rate T1 452,838,193

3%

Rate T1 is a contract rate for customers in
Union’s southern operations area who actively
manage their own storage services, have an
aggregated Firm Daily Contracted Demand up
to 140,870 m3 and who consume a minimum
of 2.5 million m® of natural gas each year.
Customers in this rate class include
manufacturing plants, chemical plants, large
food processors/greenhouses and small
specialty steel plants.

Rate T2 4,241,475,463

30%

Rate T2 is a contract rate for customers in
Union’s southern operations area who actively
manage their own storage services and
require a minimum aggregated Firm Daily
Contract Demand of at least 140,870 m®.
Customers in this class include large power
(cogeneration), large steel, large
petrochemical plants and a large feedstock
plant.

Rate 100 1,926,579,498

14%

For large commercial and industrial customers
who have signed a Northern Distribution
contract for firm natural gas delivery with
Union Gas. These customers are typically
large manufacturers requiring a very large
volume of natural gas for industrial processes
— such as steel, pulp and paper and mining.
These customers, located in our northern and
eastern operation areas, require a minimum
consumption of 100,000 m3 of natural gas or
more each day. These customers must
maintain a 70% load factor over the course of
a year.

The fee-for-service program would be different than the current large volume program
approved by the Board. Rate funding recoverable from all customers in the large

> Rate 125 is made up of power generators who are billed on contract demand as opposed to actual throughput.

> As per EB-2014-0145, Exhibit A, Tab 2, Appendix
% As per EB-2014-0145, Exhibit A, Tab 2, Appendix

A, Schedule 10
A, Schedule 6
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volume rate classes for a fee-for-service program can only be used for portfolio level
administration costs, restricted to utility staff, marketing and evaluation activities. Any
additional funding to support customer-specific deliverables, including facility audits,
engineering reports or technology upgrades would need to be provided directly from the
participating customer. The gas utilities may charge interested customers an
appropriate fee to recover the cost of the energy efficiency consulting service it can
provide. The Board expects that the gas utilities, with many years delivering DSM
programs and an established expertise, as well an experienced DSM staff, can operate
at a highly efficient level to source and acquire the opportunities available. In order to
motivate the gas utilities to seek out these possibilities, the Board will enable the gas
utilities to claim the verified gas savings that result from the fee-for-service large volume
program. Achievement of the targets in these areas may result in a performance
incentive. The performance incentive earned in relation to the fee-for-service large
volume program will be recovered in the same manner as the gas utilities have
traditionally recovered amounts. The Board feels that this approach strikes an
appropriate balance by substantially reducing the cross-subsidization issues of large
volume customers given the relatively small number of customers in the rate classes
while maintaining the potential for considerable natural gas savings from large volume
customers.

7.0 PROGRAM EVALUATION

Evaluation, Measurement and Verification (‘EM&V”) is the process of undertaking
studies and activities aimed at assessing the impacts (e.g., natural gas savings) and
effectiveness of an energy efficiency program on its participants and/or the market.
Monitoring and EM&V also provides the opportunity to identify ways in which a program
can be changed or refined to improve its performance. It is important to ensure proper
EM&YV studies are being undertaken to enable the pursuit of cost-effective DSM
programs. Moreover, EM&V of DSM activities is important to support the Board’s
review and approval of prudent DSM spending, and requests to recover lost revenues
and shareholder incentive amounts claimed by the gas utilities.

Traditionally, the evaluation process related to DSM programs has been a function that
the gas utilities have managed, with input from key stakeholders included throughout
the process. The Board sought stakeholder comment related to the Board taking on a
larger role in the program evaluation process.
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measures, the gas utilities will be providing a greater opportunity for customers to
realize more significant benefits and receive more value for their investment.

6.1 DSM Programs with Long-Term Natural Gas Savings

A central component of the gas utilities’ new DSM Plans should be a continued
transition from programs that deliver short-term benefits, to those with long-term natural
gas savings which will provide long-term value to energy consumers. By delivering
DSM programs, the gas utility is in a unique and important position to help customers
better manage their consumption and use natural gas more efficiently. This can
ultimately reduce overall demand which has the potential to lower long-term costs to the
gas utilities to the benefit of consumers. Programs should be designed and prioritized
to deliver results that will lead to total bill reductions and continue to be in place over the
long-term.

6.2 Pilot Programs

In addition to offering programs to its customers, the gas utilities should consider how
pilot programs can help to better understand new program designs and delivery
concepts, ultimately leading to greater natural gas savings and market penetration of
programs. Pilot programs should involve the testing or evaluation of energy efficient
technologies, alternative financing mechanisms or detailed, customer-specific natural
gas usage information that may serve as a model for future DSM program development.

The Board further encourages the gas utilities to explore pilot programs based on a pay-
for-performance funding/incentive recovery model, discussed in Section 5.0 of the DSM
framework. With these types of programs, the gas utilities would be compensated for
the natural gas savings achieved by the programs, rather than a direct full cost recovery
model. Both the costs of the program and the shareholder incentive amount should be
built into the proposed rate ($/m?) of verified natural gas savings and be structured so
that this price considers the additional risk of this compensation model.

6.3 Programs for Large Volume Customers

The Board continues to be of the view that programs designed for large volume
customers are not mandatory. As discussed in Section 6.2 of the DSM framework, if a
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gas utility deems it appropriate to offer a program for its large volume customers?, the
program should be offered under a fee-for-service model with the primary focus on
providing value-added, technical expertise to customers, including engineering studies
on how the customer can more efficiently use their current energy systems and
identifying areas of efficiency improvements. If a gas utility proposes a large volume
fee-for-service program as part of its multi-year DSM plan, at a minimum, it should
include the following program details:

e The rate classes of the targeted customers

e The anticipated costs the participating customers will need to provide in order to
receive service and what the various services (e.qg., facility audit, operational
review, engineering study, etc.) are expected to cost

e The anticipated participation rates

e The projected annual and lifetime savings goals

e The forecasted administrative, marketing and evaluation costs, as well as the
maximum shareholder incentive allocated to the program

e The subsequent total cost and rate impacts for all customers in the large volume
rate classes

Costs from the large volume program should generally be recovered directly from the
participating customer and not allocated to the large volume rate class. However, the
gas utilities are able to allocate the administrative costs from the large volume fee-for-
service program to the large volume rate classes, as discussed in the DSM framework.
Administrative costs are generally the costs of staff who work on DSM activities. These
costs are often differentiated between support and operations staff. Support staff costs
are considered fixed costs or “overhead” that occur regardless of the level of customer
participation in the programs. Operations staff costs vary, depending on the level of
customer participation. The gas utilities should not allocate any operations staff costs to
the large volume rate classes. These costs should be included in the fee charged by
the gas utility to participating large volume customers.

6.4 Low-Income Programs
The purpose of DSM programs tailored to low-income consumers is to recognize that,

these programs more adequately address the challenges involved in providing DSM
programs for, and the special needs of, this consumer segment.

2 Large volume customers are those customers in EGD’s Rate 125 class, and Unions Rate T1, Rate T2 and Rate 100
classes.
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This implies greater affordability of ICT investments for
Canadian manufacturers relative to firms in the overall
business sector, a further advantage over US manufacturers
when prices are compared to US total business sector ICT
investment. This trend presents an opportunity for Canadian
manufacturers to invest more heavily in ICT M&E now if the

sector is to remain competitive in the long run.

Ontario has also made significant headway in restructuring
the business tax system to make it easier for firms to invest,
through the harmonization of provincial and federal goods
and services tax, the elimination of the capital taxes for
manufacturing firms in 2007, and the reduction of Ontario’s
corporate income tax rates.?® Furthermore, the lower relative
price of M&E from the rising Canadian dollar provides
additional incentive for manufacturers to invest more heavily
in new M&E. However, Ontario manufacturers have yet to

take full advantage of these opportunities. Why?

There are a few possible explanations to new capital
investments lag. Firm size, access to financing and the issue
of scalability remain obstacles for firm expansion. However,
risk aversion and lack of competitive pressure are also
factors that contribute to the under-investment in machinery

and equipment and the widening productivity gap.*

FIGURE 24
Capital expenditures on M&E as a percentage of total
output, 2000-2008

20%
High productivity industries
15%
Total manufacturing sector
0% | e
:':’—"-"-“"'-r-\-:-—-""---'_"—"'----_________- Total economy
Medium productivity industries
5%
Low productivity industries
0%

2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: Statistics Canada, CANSIM Tables 379-0025 and 029-0005
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Energy efficiency

In addition to labour and capital, energy and water utilities
are important input factors in the manufacturing production

process.

Taking into account production numbers sheds some light
on the efficiency with which these input factors are being
used. Calculating the ratio of real value added to total utility
costs for manufacturing in Ontario, Quebec and the rest of
provincial Canada shows that Ontario’s utility efficiency is
actually highest in this group (see Figure 27). In other words,
the data suggest that, in general, Ontario’s manufacturing
sector uses energy and water more efficiently than industries
in other Canadian provinces—which might, in part, be due to

the larger scale of production in this province.

A look at disaggregated industries also reveals that energy
is of varying importance as an input factor within the
manufacturing sector. Figure 28 below illustrates that
petroleum and coal manufacturing, paper manufacturing,
primary metal manufacturing, non-metallic mineral
manufacturing, chemical products manufacturing and
wood product manufacturing are relatively energy intensive

compared to other industrial subsectors.

FIGURE 25
Price trend of total ICT investments in Canada vs United
States (Price Index 2000 = 100)

120

100

80 United States

60 Canada

40

20

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Note: Calculated as the change from total ICT investment implicit price deflators for total computer,
communication and software ICT in the business sector in the US and Canada.

Source: CSLS Database of Information and Communication Technology (ICT) Investment and Capital Stock
Trends: Canada vs. United States, available online: http://www.csls.ca/data/ict.asp
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FIGURE 26

Price trends of ICT Investments, by sector (Price index
2000 = 100)
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Note: Calculated as total ICT investment implicit price deflators for total computer, communication and
software ICT investment in the US and Canada.

Source: CSLS Database of Information and Communication Technology (ICT) Investment and Capital Stock

Trends: Canada vs. United States, available online: http://www.csls.ca/data/ict.asp

In order to assess Ontario’s competitiveness with regard

to energy usage, we compare energy efficiency in
manufacturing industries relative to that of U. S. peers

and peer jurisdictions in Germany. Given that Germany is
currently the most productive manufacturing country, an
inclusion of German peer jurisdictions in this analysis serves

as a useful benchmark for Ontario’s manufacturing sector.?

With regard to energy usage itself, our analysis focuses on
the consumption of electricity and natural gas as input
factors in the manufacturing production process. According
to data provided by Natural Resources Canada, electricity
and natural gas combined amounted for nearly 60 percent of

energy consumption in manufacturing in 2010.

At around 30 percent, electricity usage was slightly higher
than the consumption of natural gas, which had a share

of roughly 28 percent of total energy usage. Qil, another
common input factor in energy usage, was not considered in
this analysis because consumption data is often missing at
the detailed industry level. Moreover, as opposed to prices
for electricity and natural gas, the price of oil is largely
determined on international markets. Hence, regional
variations in cost structures are likely to be less pronounced
with regard to oil consumption compared to the use of

electricity and natural gas.

| CHAPTER 5: ANALYSING INPUT FACTORS
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FIGURE 27

Utility Cost Effectiveness — Ontario, Quebec and Rest of
Canada, 2004-2011

Output per Unit of Utilities used

2004 2005 2006 2007 2008 2009 2010 2011

@m===Ontario ====Quebec ROC

Source: Statistics Canada, CANSIM Table 301-0006, 379-0025

To account for a proper comparison between Ontario and
its peer jurisdictions, all energy consumption data were re-
calculated to KWh.

Figure 29 displays energy efficiency—in terms of electricity

and natural gas consumption only—in total manufacturing

for Ontario relative to U.S. and German peers. As the ranking

shows, Baden-Wirttemberg is the most energy productive
jurisdiction in this group both with regard to electricity and
gas usage, followed by Indiana, Bavaria and North Carolina.

Out of these 19 jurisdictions, Ontario ranks 17th, or third last,

in terms of energy efficiency.

It is important to note here that the results here reflect, at
least in part, the composition of the manufacturing sector
in each jurisdiction. As such, jurisdictions with a relatively
high share of very energy intensive industries, such as paper
manufacturing, primary metals and coal, will always end up

at the lower end of the ranking.

To get a more detailed picture, it is therefore important

to disaggregate the manufacturing sector and compare

sub-industries. When this is done for Ontario and its

international peers in the U.S. and in Germany, our main

result still holds—that Ontario lags most international peers

in energy efficiency. This is in line with anecdotal evidence,
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which asserts that comparatively

low electricity prices for industrial
consumers in the past provided little
incentive to upgrade machinery and
equipment for more energy efficient
production. In more recent years,
however, energy costs in Ontario have
been increasing and will continue to do
so at least over the medium term. This
should lead an added incentive to make

energy efficiency a higher priority.

Over the past while, there has been

FIGURE 28
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Energy Intensity in Canadian Manufacturing Industries, 2011
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ongoing discussion regarding rising Energy (TJ/GDP)
electricity prices in Ontario and
. A ) Source: CIEEDAC, Simon Fraser University
an increasing concern that price
differences relative to U.S. states would
harm the competitiveness of Ontario’s
manufacturers. FIGURE 29
Energy Productivity Total Manufacturing - Ontario vs. US
Does this concern hold? Figure 30 and German Peer Jurisdictions, 2010
depicts electricity rates for industrial \
consumers in Ontario and its U.S. Bade"’wuem::::f |
peers from 2000 and 2012. In 2000, Indiana ’
the average price for electricity in U.S. North :j:::: |
peers was 3.4 cents per kWh compared Ohio 3
Michigan U
to 5.4 cents per kWh in Ontario. The T;S :
gap in electricity prices narrowed california 0
Massachusetts —
in subsequent years and reached a Hinors s
. ennsylvania I —
difference of roughly 0.7 cents per kWh Renieg] i
Nordrhein-! |
by 2010. Georgia _I
Virginia T
. . New Jersey —I
Yet, as Figure 30 also shows, prices SR, m—
began diverging drastically in 2011 Now York mm—
. . . . Florida _:
and 2012 with Ontario experiencing a . 'i é ; i . . .
I
significant increase from around 8 cents Reall s ec B e leses
M Electricity Usage Gas Usage
per kWh in 2010 to 10.9 cents per kWh
in 2012. At the same time’ electricity Source: Source: Statistisches Bundesamt, US Energy Information Administration, AMPCO and IESO.
prices in U.S. peer states dropped

slightly from 7.4 cents per kWh in 2010
to 7.2 cents per kWh in 2012.
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Cent/Kwh

FIGURE 30
Electricity Cost Ontario vs US Peers, 2000-2012
(in Cents/KWh)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

em=Ontario e===US Peers

Source: NEB and EIA

Adirect comparison between selected Canadian provinces
and U.S. states illustrates this point further (see Figure

31). In 2000, electricity rates for industrial consumers were
5.4 cents/kWh in Ontario, compared to 3.2 cents/kWh in
Michigan, 3.4 cents/kWh in New York and 2.8 cents/kWh in
Ohio. By 2010, prices had converged, significantly narrowing
these differences. From 2011 onward, however, the gap in

prices has started to increase again.

The last column in Figure 31 reveals another interesting fact.
While price levels were higher in Ontario compared to most
North American peers in recent years, annual price increases
occurred at similar speed: from 5.27 percent per year in New
York to 7.2 percent per year in Alberta. The only notable
exception in this group is Quebec where prices grew on

average by 2.65 percent per year.

FIGURE 31

While comparing electricity costs across jurisdictions is
important, a more insightful question might be around the
efficiency of Ontario manufacturers in using electricity in
production. Figure 32 below illustrates that manufacturers
in U.S. peer jurisdictions manage to gain more output using
the same amount of electricity compared to Ontario firms.
Hence, while companies are not able to control the price of
electricity in the province, they can, at least to a certain extent,
influence the actual cost of electricity in the production process

by addressing the issue of energy efficiency.

A look at international jurisdictions outside North America
reveals that prices for electricity are about twice as high in
Germany compared to the U.S. and prices for natural gas are

about four times as high.

How, then, are German manufacturers able to stay
competitive? A recent study by the European Commission
shows that the answer is higher energy efficiency, i.e. the

smarter use of energy in production.®

Thus, with electricity prices set to rise further in Ontario over
the medium term, addressing the issue of energy efficiency

in manufacturing production will become a crucial issue.

Alongside productivity and the related costs of inputs
to production, additional success indicators serve to
demonstrate the potential of firms to scale up and the
possibilities for sustainable growth. The following two
sections analyze Ontario’s current situation at the sub-

industry level.

Electricity Prices in selected Canadian provinces and U.S. states.

2005 200 | 2002 | CAGR
Ontario 5.4 8.7 8.0 10.9 6.03
Alberta 4.6 6.1 7.2 10.6 7.20
Michigan 3.2 4.2 6.5 7.2 6.99

U.S. Peers Avg. 34 5.1 7.4 1.2 6.45
New York 34 6.4 8.1 6.3 5.27
Ohio 2.8 4.0 5.9 5.9 6.41
Quebec 3.8 4.3 5.2 5.2 2.65

Note: Values in real Canadian dollar; CAGR=year-over-year growth rate from 200-2012
Source: NEB and EIA.

CHAPTER 5: ANALYSING INPUT FACTORS
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FIGURE 32
Efficiency of electricity use in manufacturing—
Ontariovs. U.S. peers

Output per 1 unit
of electricity

Source: NEB and EIA.

Scalability

A firm’s ability to scale up production is an important
indicator of success. In order to analyze and quantify the
situation for Ontario’s manufacturing sector, this analysis
focuses on three aspects: high growth firms, survival rates
and bankruptcies. Taken together, this can help identify the
sector’s resilience and those sub-industries with the highest

growth potential.

High growth firms

Although productivity is an important ingredient to firm
success, it is not the sole ingredient and should not be the
end-goal for policymakers. Rather, empirical evidence shows
that high growth entrepreneurial firms are responsible for

a considerable share of job creation along with the added

value they generate in an economy.

Though it is important for policymakers to focus on
increasing the number of entrepreneurial manufacturing
firms in Ontario, we recognize that growth does not
automatically follow. Rather, it is imperative to foster the
quality of entrepreneurship and to build on the support

systems that help promising firms reach their full potential.?’
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As previously noted, the vast majority of manufacturing
firms are small, accounting for as much as 86.6 percent of
all firms. Small firms may be intentionally small in size to
serve different needs. These include niche markets with
customized products, since stylized products do not lend

themselves to more standardized processes.

Correspondingly, while this report acknowledges the

value smaller firms bring to the sector, it focuses on the
opportunities for small firms to expand. Larger firms have a
greater tendency to exert the potential direct and indirect
benefits on employment, wages and value added on the
economy. Empirically, the use of advanced production
technology also tends to increase with plant size, with large
manufacturing firms being more likely than smaller ones to
engage in productivity-enhancing (albeit, riskier) production

and process innovations.

This is significant for manufacturing firms in particular,
since relatively larger firms (100 employees or more) are

as much as 24 percent more productive than smaller firms,
even after controlling for industry composition effects, firm
age and organizational types. This trend does not appear in
non-manufacturing sectors, where the relationship between
size and productivity appears to be statistically insignificant

within industries.?®

A smooth and accessible growth path is therefore critical for
small and medium-sized manufacturing firms. Expansion
support for firms has a significant impact on the economy,
especially considering that around 20 percent of the
Canadian-US productivity gap can be explained by the

relatively larger small business sector in Canada.

Furthermore, assisting smaller firms to scale up would not
only increase the quantity and quality of employment,

it would also place the necessary pressure for larger
existing firms to remain competitive and help steer an
innovation-driven manufacturing sector forward. The
potential economic benefit becomes even more apparent
when taking into account that as much as 58.3 percent of
all manufacturing employment flows from total small and

medium-sized enterprises in Ontario.?
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Rethinking Manufacturing in the 21st Century".

EXHIBIT NO. KT4.3: MOWAT CENTRE REPORT ENTITLED

"ONTARIO-MADE: RETHINKING MANUFACTURING IN THE 21ST

CENTURY".

MR. ELSON: Thank you. I'm going to review some of
the conclusions of this report and ask you to comment on
them. But first I'll start by referring you to page 29 of
this report.

UNIDENTIFIED FEMALE SPEAKER: Okay.

MR. ELSON: And on page 29 there is reference to a
comparison, in terms of energy efficiency of Ontario, with
18 other jurisdictions, which is 19 in total, and the Mowat
Centre concludes that Ontario ranks 17th or third-last in
terms of energy efficiency.

Do you see that there in the underlying paragraph?

MS. NAPOLEON: Yes. This is Alice Napoleon.

MR. ELSON: Thank you, Ms. Napoleon. And further down
the page, the authors of this report disaggregate the
numbers and find that even when you do a comparison on a
sub-industry level that Ontario lags most of its
international peers in terms of energy efficiency. Do you
see that there, as well?

MS. MALONE: Yes.

MR. ELSON: If you turn over the page to page 30 and
you see figure 29, this is the figure that corresponds to
what we were just discussing; do you see that there?

MS. NAPOLEON: Did you say figure 297

MR. ELSON: Yes, figure 29, which is on the following
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page, page 30.

MS. MALONE: Yes, I do.

MR. ELSON: And this figure breaks out the electricity
use and the gas use of Ontario versus these other
jurisdictions; do you see that there? The gas use is in
green and the electricity use is in pink. The pink is the
upper bar and the green is the lower bar for each
jurisdiction.

MS. MALONE: Okay, yes, I see that.

MR. ELSON: And I just want to confirm that I'm
reading this figure correctly, and it looks to me that
Ontario would be the fourth-least efficient of all these
jurisdictions when you are looking at gas usage.

MS. NAPOLEON: The third, right, of these
jurisdictions that were selected for this report; correct.

MR. ELSON: Now, that's third in terms of the
electricity usage, but if you look at the gas usage, and
you will see there is a dotted line here -- I'm just
looking for confirmation that I'm reading this figure
correctly, that there are three other jurisdictions which -
- that are less efficient in terms of gas, so it is the --
Ontario is the fourth-efficient; do you see that there?

MS. NAPOLEON: That's correct, yes, we see that now.
Thank you.

MR. ELSON: Thank you. Now, because Ontario's
manufacturing sector uses natural gas less efficiently than
these other jurisdictions, would it be reasonable to

conclude that there is a higher DSM potential in Ontario in
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this sector compared to the other jurisdictions?

MS. NAPOLEON: Based on my limited review of this
report, I do not -- I don't see the evidence specifically
supporting the paragraph at the end of page 29, where they
say that it's -- if you disaggregate the manufacturing
sector and compare sub-industries for Ontario specifically.

However, if we hold the manufacturing sectors constant
for each of these jurisdictions, it does suggest to me that
there is substantial potential for improvement -- energy
efficiency improvement, that is.

MR. ELSON: That 1is available. 1In other words, that
would be -- a DSM potential would be the same way of
describing that.

MS. NAPOLEON: Yes, DSM potential.

MR. ELSON: Thank you. I have no further questions.

MR. MILLAR: Thank you, Mr. Elson.

Mr. Poch, did you have a couple of things?

QUESTIONS BY MR. POCH:

MR. POCH: Just a very few. Panel, you --

MR. MILLAR: Could you introduce yourself?

MR. POCH: Yes, I'm David Poch, I'm counsel for the
Green Energy Coalition, and we are the organization that
sponsored the evidence of reports of Mr. Chernick and Mr.
Neme in this case.

I just wanted to confirm, in the evidence there is a
reference to an AESC, or avoided energy supply cost, in New
England, 2013 report, that includes DRIPE, demand reduced -

- demand reduction induced price effects for electricity,
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