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Welcome Remarks

MR. BISHOP:  Good morning, everyone.  I was wondering if I could ask people to take their seats so we can get started.

Well, thank you, and welcome all to the OEB stakeholder meeting on utility remuneration and responding to distributed energy resources.  It's great to see such a large turn-out both here in the room and also online.

My name is Ceiran Bishop.  I am the director of the OEB strategic policy unit.  We're the group responsible for arranging and managing and supporting these consultations.

The meeting we're hosting here this week brings to fruition a commitment we made back in July to bring a refreshed approach to the way we engage and consult the sector on key policy questions, those regarding distributed energy resources, the impact of technology, technological change on sector roles, and consideration of changes to the ways revenues are set for utilities.

These topics aren't entirely new for the sector, and they're the subject of much attention in many places across North America and elsewhere, but what we believe is new is the approach that we've chosen to engage with the sector on these fundamental issues to help to define the scope of the OEB's planned initiatives.

We know the value you place on open and transparent engagement, and we share your views on this, so now we're looking for you to help to define and inform the design and scope of the OEB's consultation and supporting initiatives.

Over the next three days, we're going to hear from more than 20 different organizations, to hear their views on objectives and priorities that need to be considered.  And the more than 80 of you that have signed up to be here in this room and dozens more online will have the chance to consider and question the ideas they raise.  We can have an exchange of ideas and consider what the issues are.

We expect to hear discussion on issues such as, how might the emergence of distributed energy resources affect cost and value for consumers, how might the way we regulate and incentivize utilities change in order to ensure new opportunities are harnessed to the benefit of customers, how might even the way we regulate need to change as the sector evolves.

So we'll hear from our consultants as well.  They can lay some of the groundwork, but it is your input and your ideas that will help to guide and flesh out the issues and inform the OEB's consideration of these matters.

Through all of this the OEB will be listening.  OEB Staff are here and listening online, and Board members are here in the audience this morning and will sit in on discussions as their time permits.

These sessions will all be transcribed, and after the meeting staff will prepare a report describing the input received and setting out a proposal that outlines objectives, issues, and guiding principles for each initiative for stakeholder comment.

The OEB staff that will be leading these policy initiatives with the support of other OEB staff are here today.  Lenore Robson is sitting to my right over here.  She will be leading the utility remuneration initiative.  And Rachel Anderson, to Lenore's right, will be leading the consultation on enabling and responding to DERs.

This work is part of a broader OEB effort described in June to make progress on initiatives of importance to the sector in its future and gather stakeholder insight to inform the development of a new strategic vision once the OEB has transitioned to a new governance structure.

To help deliver on our goals for this meeting we have asked John Matheson from Strategy Corp. to facilitate things over the next few days.  He and his colleague, Stacy Hushion, have helped us to develop the agenda and to structure the approach to discussions in order to help to make the best use of the time that you have committed to bring to these discussions.

We look forward to a thoughtful exchange on the future of the energy sector and approaches to remuneration in Ontario.

Now, with that I would like to turn things over to John.

MR. MATHESON:  Thank you, Ceiran.  It is a pleasure to be here to talk about such a fascinating subject.  I was speaking to my daughter about what I was going to be doing, and I described what we were going to be speaking about. And she said, "So basically you're going to be talking about the plumbing and wiring and details of how to make something really neat, how to make that happen for the next three days," and I said, "Yeah, well, that's actually a pretty good way to understand it," and she said, "Oh, that's good.  I approve of that."  So you are here with her approval.

The role that Stacy and I have is not to steer the conversation in the sense of its content, but it is to try and make sure that it is as valuable to you as possible.

This event is a bit of a hybrid, and I actually want to take you kind of behind the agenda a little bit, because the agenda and the success of the event really does depend in large measure on you.

If you were to peruse, say, just the first day of the agenda, what you would see is, there's just about equal time devoted to fixed presentations by folks who have prepared material and who are going to be presenting it, and then the time that is devoted to questions and discussion.

And that was a very deliberate mix, because it is not meant to be the usual thing.  It is not meant to be, say, a hearing model, where you would get up and present and then be asked some questions by the panel of OEB members, and sit down.

This is actually meant to be more of a network kind of discussion.  The process of this, actually, to some degree in the mix of the reality of distributed energy resources, it is not about one big top-down thing coming out.  It is more about lots and lots of, you know, more community-based ideas coming back up.

That makes it a little bit complicated, and unabashedly so, because you see, if this were a conference -- it is not a hearing, and it is also -- it's not a conference, because if it were a conference it would feel different.  What we'd do is we'd say, here are six different topics or seven different topics, and we would have invited panels of three or so to talk about a specific subject, and then we would have had a breakout on each one afterwards, probably.

And of course, the thing is because this does have some of the trappings of the hearing and an open public consultation, every single person who is presenting, of course, it is open to them to talk about every single topic.

And so what we have is sort of nine presentation modules, all of which run the risk of covering the same ground, albeit from very different perspectives.

And so what we're going to try and do through the discussion sections that follow each one of the presentation sections is try and steer the conversation in a structured way, but allowing for the give and take that flows naturally from the content that you've just heard.  In each case there will be an opportunity for direct questioning of the colleagues who have just presented, but then we will try and have some follow-up conversation.

Now, this morning we've had pretty much full attendance of the folks who came, and thank you so much for that.  It is a great sign that so many of you are here.  We understand that many of you are planning on, say, coming when you can and potentially having to go out, listen online if necessary, and what we may do if we get to a smaller room at some point is we may take advantage of that, and we may do some breakouts, but I think it is probably impractical to do so with a room of this size just right now.

But what it means is we're going to be feeling around a little bit in terms of how we manage some of the discussion sessions, with a view to making them productive and useful, and as much as possible not going over the same ground through nine different cycles, but rather focusing on different key aspects.

And I am going to try and steer those conversations in a way to sort of protect you from what would be the soul- destroying experience of having to listen to the same debate nine times, but at the same time flexibility is going to be the key.

The other thing about this, of course, is, you know, normally in a hearing it's always considered a great thing to do the management of the hearing in the way that it gets done as quickly as possible.

But this isn't a race.  Actually, half of the agenda time is for discussion and engagement, and that half is just as valuable as the presentation half, and so we're very interested in having that be as full as possible, but again, we will follow your lead in that regard.

I would like to just point out that there are seven different ways to participate while you are here.  And you are welcome to participate through all of these different mechanisms.

The first is the submissions that you have already made in written form, and that is always very helpful, but as we know, PowerPoint is sometimes a bit like the smile on the Sphinx, and sometimes it is only when you actually hear a PowerPoint delivered that its full meaning actually comes through, so the second is the verbal version of the presentations that you will be giving.

The third is the questions that you can ask of presenters, which -- through just a normal -- we'll be taking verbal questions.

Also -- and Stacy is going to explain this in a moment -- there is an online tool that we have as well.  It could be that in some sessions there's simply more people that we have than we're going to be able to accommodate for direct commentary, so there is a tool called Sli.do, which Stacy's going to explain in a minute, which allows you to either put a question to the room by going through your cell phone -- this also provides another important function to you, because, you see, you can be on your cell phone and people won't know whether you are checking your e-mail or drifting away and checking news about the New York Jets' quarterback situation from last night, or whether you are actually participating in Sli.do.  We will not be able to tell.  However, if your phone goes off, we will, so you'll want to silence your ringer while you are doing all of this.

But Sli.do is going to let you either pose questions or propose ideas, as Stacy is going to describe more fully in a minute.

Opportunity number 6 is through the group discussions that we're going to be having, and then number 7 is through chatting with each other on the breaks.  So there really are a lot of ways to participate here, and so we're hoping that this hybrid is going to be useful.

You know, my role in it is, frankly, to just ensure that there is a safe and respectful zone that makes it easy for people to participate, and easy for people who want to participate.  We all have an inner John Bercow striving for order.  Mine comes to the surface very readily when necessary.  But from what I hear from talking to many of you this morning, as one put it, it is a seasoned stakeholder group.  And so I am quite confident that, as Mr. Bercow would say, the dignity of the house will be maintained without any great challenges.

There are a couple of quick things which must be said.  The washrooms are just outside.  You will find them.  Perhaps more important, the fire exits; the stairs are located beside the bathrooms.  In the unlikely event of a fire alarm, the building has a two-stage alarm system.  We only evacuate at the second stage alarm.  If that happens, staff will lead participants down the stairs to the OEB's designated meeting point, which is Saint Monica's Church at 44 Broadway Avenue, north on Yonge, one block east of Broadway.

As we mentioned, presenters will be on camera.  So our remote participants can feel like they're in the room.  Teresa is our court reporter for the day.  There will be a full transcript prepared.  So what that means is it is very important that when you are making an intervention and a question, it is very important that you identify your name and where you are from for the purpose of the transcript, and we may have to stop you just quickly to say can you give us your name.

The other thing is you have to speak through the microphones, because she won't be able to hear it otherwise.

For our remote participants, welcome.  We will try to include you as much as possible.  You will be able to ask questions and comments through Sli.do? on your mobile device while you are watching through your Webex.

To explain how Sli.do works, I will now turn it over to my colleague, Stacy.

MS. HUSHION:  Good morning, everyone.  So the information for accessing the wifi is available on the side of the room.  And it is probably a good idea because we'll be using Sli.do quite a bit, so you don't want to run up your data bills.

Interestingly enough, and perhaps for ease, this is a great tool; it's very easy.  All you have to do is take your mobile device, open the web browser on your phone and go to Sli.do.com.

And then you enter the OEB in the "enter the event" code box, and then you enter your name and company or organization, and that's it.

And so I think what we'll do, if you guys want to try this out and make sure it works, because in my experience, technology always fails on the first go.  So let's maybe run through a test.

Sli.do is great because it allows -- it allows you to ask questions that will pop up on this screen here. So we can do a sample, if you'd like.  If someone who is logged in to the event would like to put up a question - it can be anything.  It won't be -- we can remove it.  It can be "test", or could be something fun.  Don't make me put up my own question.

Great, yes.  So it works.  Great first question.  So this is one way that we'll be using this appear app, and you can see that the questions pop up.  And the fun thing that you can do is if you really like someone else's question, you can hit on your phone that little thumbs up.  You can "like" it.

So that means that, you know, let's say as John mentioned, we may have a lot of questions so we may not be able to address every one.  But it is great because we will have I a public record of all the questions that was asked.

But two, if a lot of people are interested in one question, we will make sure it address that one because it is of interest to a great number of people.

So one of the other tools that we'll be using throughout the discussion session is the ideas function, and essentially we'll be putting up a topic on the board and you can input your thoughts on that.

So the third thing we may be using, depending on the nature of the conversation, will be a polling function.  So I've set up a poll that we can do just to make sure it works properly.  So if you will all bear with me and get ready to answer the poll.

This is our poll.  So I will give you a couple of seconds to answer.  Now we're seeing it.  We're seeing the results.  So it is kind of a fun function which we may be mobilizing, especially to validate some of what we're hearing and put it back to you, and making sure that we're hearing things correctly and getting the feedback you want us to hear.  So that is how Sli.do works.

If there are any questions during the break or anything like that, please feel free to come and ask me as well.

MR. MATHESON:  Thanks, Stacy.  So I do encourage you to get yourself logged on there.  It is a very useful thing.  I think some folks may not have done so yet, but I think that, you know, again the insight, the challenge inherent in this room is it was built for a formalized hearing structure, and the purpose that we're putting the room to is a less formal thing.

And no one would structure group conversations of a hundred folks or so without the aid of some sort of technology.  So these tools are really meant to equalize your chances of being able to give input that is relevant to you, without necessarily having to get to the front of the microphone line before the session ends.

So I can't encourage you enough to participate via that way.

I think that gets us through all of the preliminaries, and I'm happy to note that we are exactly on time.  And so we could, therefore, call up the first three speakers to the three seats here.

We're going to have Ian Mondrow from the Industrial Gas Users Association, who is going to be speaking about the role of regulation and utilities; Richard Carlson from Pollution Probe with his presentation, DER Benefits and Barriers; and Jay Shepherd from the School Energy Coalition, Rethinking Fundamental Concepts of Utility Regulation.

And so call on these three folks; we can help keep you to your time.  Feel free to use the Sli.do to pose questions as they occur to you.  But what we'll do is we will hold questions until the end, where time is allocated for questions of the presenters before we roll into our first discussion session.

Feel free to start.  I think what you will find is that the camera is aimed at the middle seat or the two middle seats, so it may be useful to -- for the third speaker to shift over to the centre, so that there is a good angle for the folks watching.

MR. MONDROW:  That is why I put Jay there in the middle.

MR. MATHESON:  There is no such -- every Tory knows there is no such thing as a safe seat in downtown Toronto.  It just happened to you two.  So thanks very much and over to you.
Role of Regulation and Utilities, Mr. Mondrow:


MR. MONDROW:  Thank you very much.  I have never sat up on this dais, despite many years of regulatory practice, and it's kind of cool.  And there is a button where I can turn everyone on and off, I think, as I recall.  But I will dot do that.

[Laughter]

Good morning and thank you very much. I have the daunting privilege of going first, so I will get right into it.

My name is Ian Mondrow, I am external legal counsel for the Industrial Gas Users' Association, or IGUA for short.  And on the phone somewhere is Dr. Shahrzad Rahbar, who is IGUA's president.  She apologizes she couldn't be here in person.  She has a number of IGUA board meetings this week in fact, that had been long pre-scheduled in Ottawa, so she couldn't make it back and forth.  But she is on the phone and listening with interest, and may well have something to contribute through the appropriate technological interfaces.

So the Industrial Gas Users' Association, many of you know of IGUA; just a few things I will highlight in respect of this introductory slide.  They are energy-intensive, trade-exposed industries, and for the purposes of this morning, obviously emphasis on energy intensive.

Mining steel, chemicals, forest products, aluminium and manufacturing sectors, they compete in cyclical international commodity businesses, and as a consequence, access to safe, reliable and affordable energy is key to not only their international competitiveness, but also their choices about locating plants and allocating capital.

And so for many years, IGUA has been involved in both Ontario and Quebec, in both of which provinces they have members in, among other things, energy regulatory forums like this, formal, informal, and like this one, in between.

The first thing that IGUA would like to do, if we move to the next slide, is -- am I doing that or...

MS. ANDERSON:  I got you.

MR. MONDROW:  Oh, thank you -- is really emphasize -- and this was Dr. Rahbar's title -- kudos for engaging stakeholders.

IGUA has for many, many years advocated participation of interested stakeholders, which in our view improves not only the outcomes of the regulatory processes but the acceptability of those processes for the stakeholders who are governed and regulated and those who are impacted by the stakeholders who are governed and regulated.

So we really wanted to emphasize that this consultation in particular -- and it was clear right from the outset -- has a very broad and engaging format.  It is clear that the Board is experimenting with new things, new ways to engage people, new ways to interact.  Today and tomorrow and Thursday will be experimental in that respect, but we really want to thank the regulator for taking this step and going out with this initiative.  We think it is a fantastic development.

And we also think that consultations like this in particular which other regulators have engaged in in various jurisdictions around the world help to not only inform the regulator but inform the stakeholders and essentially bring the stakeholders up the learning curve at the same time as the regulator.  The FERC has been doing this for many years in the U.S., New York PSE, California PUC, and the list goes on and on, and it really is very helpful for stakeholders to be engaged, to feel engaged, to learn along with the regulator, and therefore to accept the regulatory outcomes, like them or not.  At least they have been undertaken and concluded with thoughtfulness and earnestness, and for stakeholders that is a really important factor.

Consumer preferences will drive adoption of distributed energy resources.  We have seen that in many of the presentations that have been filed.  So in IGUA's view, as customers obviously we feel it is very important for the Board and other stakeholders to hear from the customers.

A couple of questions just at the bottom of the slide we have thrown in.  There will be other regulators impacted.  Some of the other materials cover the more obvious ones, and there are kind of less obvious ones, Measurement Canada, the TSSA, who are also grappling with new energy resources and technologies and figuring out how to deal with those.  Their regulation is different from economic regulation, but is nonetheless important and probably worth bringing them along as the Ontario Energy Board does its work, not necessarily in forums like this, but certainly some liaison keeping them advised.

And a question about training and skills, which are going to be very important for the increasingly complex energy systems that we are all here to talk about, so utilities, colleges, and associations all have a role in that, and again another important stakeholder along the way.

We have structured the next few slides in the presentation to address the Board's letter, so we have tried to deal with objectives, principles, and issues under those categories like most people have.  IGUA has more detailed, in-the-weeds views on some of these things, but really in the next couple of days is interested in listening and refining those views, and we'll, as the consultation proceeds into subsequent phases, have more to say on the details, so we are going to stick to a relatively high level at this point.

There we go.  I got it.  Thank you.  I think I got that one.  Thank you.

So first of all, objectives.  The premise for these objectives and the principles that follow and indeed the issues or the questions at the end of my few minutes is the way Canadians produce, transport, and consume energy in flux, and the pace of change is fast.  The final outcome is unclear.  Those are the parameters that I think we're all here talking about.

So the fundamental premise is customers will be better off if utilities can adapt.  So from our perspective the issue is -- or one of the important objectives is to help utilities adapt.  IGUA is not interested in bypassing utilities.  Utilities should continue to play a role.  They have invested their money and some would argue our money, ratepayers' money, in their systems, and bypassing those and stranding those is not in anyone's interest, so one of the objectives should be to assist utilities to evolve and adapt.

Regulators are -- we're talking about an economic regulator here, and the role of an economic regulator should be to facilitate orderly evolution and adaptation, not to protect the utility from change, not to be an agent of change, but rather to address and remove barriers to change and let markets and technology and customers evolve.

Customers see energy services, not natural gas services, not electricity services, not thermal energy services, but energy services, and so what they want is choice, better integration and optimization among energy sources and suppliers and distributors and facilitators, and customers are interested in avoiding stranded costs, which is a theme I have seen in the presentations and I am sure we're going to hear again and again.

IGUA is of the view that there is value to adaptability actuary and avoiding those stranded investments, and one of the objectives should be to assist utilities to do that.

We also have a large investment in infrastructure already, and there are economics in utilization and repurposing potentially of that existing infrastructure.  So for example, rather than building new electricity transmission and distribution facilities, if we've got gas distribution and transmission facilities already, why not put the electricity generation facility at the end of those rather than doubling up the network and by way of example.

Utilities should focus on removing barriers and providing new utility services, not expansion of the utility into non-utility behind-the-meter services.  That is one of IGUA's fundamental premises.

So -- and moving on to principles, as I just mentioned, the utility should focus on utility services.  That means investment in upgrading dispatch, data management, system adaptability to facilitate more complex distributed energy systems, energy use and production, development of new, intelligent customer responsive services and rate structures, but beyond the utility meter, the utility should focus its initiatives on interoperability standards, training and qualifications, something I mentioned earlier, and facilitating innovation of customers not pursuing those innovative opportunities on its own, at least as a utility.

And I have seen in the presentations this notion of utilities through affiliates.  Well, utilities and affiliates are actually separate things.  Utilities don't act through affiliates, utility owners act through affiliates, and that is in our view an important distinction.

Another principle or set of principles deals with costs.  In IGUA's view the same basic principles of regulation that govern other utility investments should govern utility investments in distributed energy resources.

So utilities -- shareholders need to be given a reasonable opportunity to recover their costs of providing regulated utility services, and those costs should be recovered when the -- they're prudently incurred and they're reasonably necessary for the provision of regulated services.

There is, however, as we're going to hear a lot in the next few days, an inherent bias in the way utilities are regulated here currently towards capital investment, and IGUA believes, as do many others, obviously, that decision -- optimal decisions aren't necessarily capital investment decisions.

And so one of the streams of utility remuneration in this process is to figure out how to reward efficiencies however they're achieved, and we agree that is very important.

Cross-subsidies should be avoided.  This is -- the economic regulator should not be implementing social services or equalization, transfer of wealth.  So those who benefit from utility innovation should bear the associated costs.

And IGUA does support, lest there be any confusion, ratepayer-funded utility spending on innovation within the sphere of utility operations, and with continuing robust and transparent regulatory oversight.

So some additional issues.  What is the appropriate role/function of the distribution utility?  Everyone is going to talk about that in the next few days.

From an economic regulatory perspective, what is the market failure that the regulator should be turning its attention to?  We believe that is an appropriate focus of work over the coming months.  Should distribution utilities be innovators themselves or not?  And if so, within what sphere, and how can distribution utilities respond to and remove barriers to facilitating innovation by other market and sector participants?

We have the second-last bullet here just to flag and maybe park for later discussion and awareness.  There is a lot of talk about open data exchange and information.  From a large customer perspective, energy use is a highly sensitive and often very competitive parameter, and at least large customers will be reticent about sharing openly and to the public their energy use parameters, and indeed perhaps even their strategic investments in energy sources.

So while we appreciate the call for openness and transparency from a customer perspective, there is sensitive information that customers will want to see protected.

And I just want to address -- and Ceiran mentioned this this morning -- how the regulator might approach things differently.  A lot of people complain about the pace of regulation, that it holds back innovation; that it's not live enough, not quick enough.  And responsiveness is always important, but robustness is equally important.

So to be responsive and timely at the expense of inclusivity and robustness, in IGUA's view would be inappropriate.

We observe that regulatory change, it is paced and takes time, and sometimes lags marketplace pull.  And that is not necessarily a bad thing, because it provides a regulating force.  It kind of precludes pendulum-swinging, which in turn also leads to uncertainty.  So not only does regulatory significant lag lead to uncertainty, but too much regulatory whip-sawing also leads to uncertainty, and that is not a positive thing.

So while regulators must be prepared to change, they should continue to do their jobs, and some moderating influence on pace of change is not necessarily a bad thing, within reason.

Proactive self-education by regulators we think is extremely important, processes like these.  Again, we feel this is a very positive thing for the Board to engage in in the way it has.  And please do respond to timelines but not at the expense of inclusivity, because if inclusivity and robustness is abandoned, there will be no confidence in the outcomes in any event and it will be counterproductive.

So this is just a summary slide.  We do believe this is a timely review.  A great process, very impressed so far, looking forward to it.  We should talk about energy, not just electricity, although in Ontario we tend to default to the latter.

And I know Fiona is here, so she will echo that when she gets up here, as will others.  And we look forward to continuing to contribute.  Thank you very much.

MS. HUSHION:  If we could take a quick pause to make an adjustment.  One of the screens isn't working, so our team is going to deal with it so everyone can see the presentation.
DER Benefits and Barriers, Mr. Carlson:


MR. CARLSON:  Good morning.  I would like to thank the OEB for the opportunity to be here today.  My name is Richard Carlson.  I'm the director of energy policy at Pollution Probe.

With me today is Michael Brophy, who we worked with in preparation of today's presentation and is acting as a consultant to assist us in this initiative.

First, I want to just mention what Pollution Probe is.  Pollution Probe is one of the oldest environmental and consumer NGOs in Canada, and we are celebrating our 50th anniversary this year.  Our model is to work collaboratively with all stakeholders, including industry, government and regulators, to create balance and practical solutions.

Regarding this proceeding, Pollution Probe supports enhanced cost-effective DER that enables the effective transition to a cleaner energy system, and reflects consumer interests and promotes effective innovation.  The current state is not going to get us there, and changes need to occur.  We appreciate this opportunity to discuss this further.

Some of Pollution Probe's recent work related to this DER initiative includes a study on the future of natural gas in Canada; a cross-Canada analysis of innovation regulated utilities; Canada's energy transformation, a project we completed in partnership with Quest; and our work on enabling EVs across Canada.  We welcome additional opportunities to collaborate.

Our aim is to keep this presentation short and high-level, and we are looking forward to discussing the issues raised further.  And as Ian did, we will be first talking about what the objectives are, then the issues, and then the principles.

But before we begin, it is important to first get definitions right to ensure everyone is talking about the same thing.
This definition of DERs comes from the emerging energy trends report by the Mowat Centre, and was adapted from their work.

DERs for us include DGs such as solar, and also includes storage.  We propose that demand response and energy efficiency should also be considered as resources that need to be considered when developing energy plans.

Generally, Pollution Probe supports the five objectives the OEB has outlined in attachment A, with, of course, we do have some additional objectives and suggestions to refine them further.

The objective of this proceeding, as with all OEB proceedings, should be on promoting outcomes and innovation that delivers value for all Ontario consumers, as stated in the OEB mission.

As such, we need to start with the question:  What do consumers want and where are they going?  And then how can we set up a regulatory regime that enables consumers while protecting everyone?

As such, the focus of these proceedings should not be just on what utilities can do, but how do we create a regulatory regime so that consumers are enabled and supported by their utilities.  Not what can utilities do with consumers, but how do utilities get compensated for meeting consumer demands.

Similarly, communities are in many cases advancing much faster in a lot of this with their community energy plans.  We also need to create a regime that empowers communities to choose their path, and it is not for utilities to decide what they think is best.

In addition, innovation is happening now.  We are not preparing for it; we are in fact reacting to it.  Pollution Probe and Quest conducted interviews in every jurisdiction across Canada -- yes, even the territories; we managed to track them down -- with regulators, utilities, and policy makers for Canada's energy transformation report.  We also talked to people in select international jurisdictions.

While there is disagreement on the speed and scope of the changes coming, there is a general consensus that current regulatory models were inadequate for the coming consumer-led changes and innovation.

While there is much of the current regulatory model that is still useful, and will likely continue to be so in the future, such as cost causality and other Bondbright principles, to respond adequately changes are needed.  The sandbox initiative is a good start, but we need to move away from enabling utilities to enabling consumers to innovate, allowing the market pull to introduce innovation.

How do we do that?  Probably a mixer of carrots and sticks.  The policy of DER first, requiring LDCs to adequately consider DERs when considering infrastructure investments.

And then rewarding excellence through rate cases and their scorecard, as was done with CDM.  This approach is not about electricity or natural gas, and would be consumer-centric and fuel agnostic.

One issue is the problem of silos and the integration of planning in Ontario.  This slide illustrates two diametrically opposed approaches for utility planning.

Scenario A does not align with what communities want through community energy planning, or potentially what consumers want.  It is siloed and not transparent, and favours traditional deeply engrained engineering solutions that they know will easily pass the regulatory process. There are too many examples of scenario A occurring today.

Scenario B is where we need to move to.  It is collaborative and takes into account what communities and consumers say they want, and are already doing.  It is transparent and open.  It is consumer-centric and outcomes based, but will not be easy to switch.

Everyone is likely to agree scenario B is what we want.  But scenario A is still the default in Ontario, as some recent OEB proceedings can demonstrate.  We would be happy to discuss those in more detail another time.

Another issue is a need for effective DER treatment in utility proceedings and integrated resource planning.  As numerous reports, including some recent Mowat Centre reports, have indicated, we need a revised cost-benefit formula that comes out of the scenario B planning process mentioned before.  We need to be able to move from a policy push to a market pull model when looking at DERs and innovation.

And how do we do that?  A consistent and transparent DER rate formula that is based on local conditions and local values and prices is required.  As an example, the value of DER formulae and the data availability in New York can be looked at.  They allow the market to understand the value stack and identify where investments can meet both system and consumer needs.

On the draft principles, Pollution Probe generally supports the draft principles that the OEB proposed in attachment B, with the following changes.

On consumers, the focus is almost entirely on efficiency and value.  What about enabling consumers? Providing consumers with cost-effective options is an integral part to the utilities' monopoly obligations, and should be reflected in the principles.

On regulatory simplicity, we worry the focus on simplicity could come at the expense of effectiveness. Regulatory rules are not all good or bad.  They must accomplish what is intended in a flexible manner and avoid undue barriers naturally.

The focus must be on ensuring efficient, effective, and flexible utility regulation that provides value to consumers, and enables their participation.

Thank you for the opportunity to present, and we look forward to the questions and discussions here.
Rethinking Fundamental Concepts of Utility Regulation, Mr. Shepherd:

MR. SHEPHERD:  Hi, I'm Jay Shepherd and I now have 35 minutes.  No?  Oh, damn.

MR. MONDROW:  Where's that button?


[Laughter]

MR. SHEPHERD:  So Ian and I go back 30 years, and we talked this morning, and he opined that I might have the role of trouble-maker this morning.  That is not actually the technical term, but there is a transcript here.  I am not allowed to use the technical term.


So which button is it?  So my first slide is just the School Energy Coalition.  If you don't know who we are by now you haven't been paying attention.


And the Board Staff has said there are three components to this session, and we're going to focus on the third one, the principles.  And I will skip right to the end.  The bottom line is we think all principles are in play.  Nothing is set in stone, and it doesn't mean we throw everything out, but it does mean we have to be willing to ask the hard questions about all of the things that we think are givens within energy regulation.


So a number of people are talking about the various disruptive technologies that are facing the energy sector today.  We have to keep in mind this is not a new problem.  Other sectors have faced disruptive new technologies and have had to adapt, sometimes in very significant ways.


We provided a list.  There are actually other lists in the other presentations.  London Hydro has a very good one.  But the one thing nobody has on their list that we have on ours is the last bullet, and that is, other technologies not yet known.


And in every case in which a sector has been disrupted significantly by new technologies, it has been the things that they didn't expect that ended up being the biggest change.  Obviously in telecom -- does anybody still have a landline?  Oh, there's a couple.  See, I haven't had a land line in 15 years, and my children, who are in their 30s, have never had a landline in their own homes.  They also don't have cable, which I don't understand.


[Laughter]


A better example, though, is railroads.  Railroads were regulated at one time, right?  And when the railroads faced sectoral change, they thought it was from the interstate highway system, from trucks and from buses and from cars.


If you had said to them, no, one of your challenges is going to be flights, they're going to say, "That's ridiculous.  People can't fly."  Well, how do you get from New York to Chicago today?  You get on a plane because it is $68.  I looked this morning.


So, look, new technologies are challenging your businesses for the utilities in the room.  That is the issue here that we're trying to address.  There is no guarantee you're going to win that battle.


And one of the things that we're going to have to address throughout this piece is what's the role of the OEB.  Is it a paternalistic role that is protecting, or is it an enabling role, freeing all parties to be the best they can be?  And obviously we're going to go for the latter.


All right.  So within the stack of takeaways, one of them was, don't lose sight of fundamental regulatory principles, so we want to talk about those fundamental regulatory principles.


Staff identified three.  And they're perfectly good principles:  The purpose of economic regulation, risk/reward, and cost causation.


We have identified seven others that some people in the room are going to say, well, you can't change that.  That's too important.  It is basic to energy regulation.  And we're going to tell you that each and every one of these to a certain extent is going to be in play in this discussion about changing the sector.


And some of them have already been put in play by other parties.  Utilities want this or that changed.  But our message is, each and every one of these we have to think of as flexible.


So let's start with ROE.  Lots of people talk about ROE, and we talk about the capital bias, and didn't somebody win a Nobel Prize for talking about utility behaviour as a result of the fair return standard?  I think somebody did.  I tried to look it up this morning.  I couldn't find it.  But it has certainly been well-studied.


But what we've done, for example, in the U.K. they have gone to a TOTEX model, which is a different way of calculating how the profit of a utility -- which we don't call profits, of course, we call it cost -- it is a fiction.


But that is still about spending.  Let's pay the utilities based on how much they spend.  That is actually not how the competitive markets work.  So we have to ask the question, are there other ways -- because from a customer point of view the last thing we want to do is incent the utilities to spend more.  That's not a good idea.  We want them to deliver more value, but believe me, if they can do it without spending more that's a great thing.


So we have to start looking at, are there other ways to set prices and hence profits that are not tied to higher spending?


Now, the utilities in the room who are making presentations over the next couple of days are saying, well, let's have some additional performance incentives that are not tied to spending.  But, oh, let's not get rid of ROE, we still want that, but we also want this other stuff.


Well, maybe what we should be doing is changing the paradigm entirely and saying, we want to value the outcomes directly, just like the market does.  I am not going to suggest it is easy.  And maybe we want to set some of the prices competitively, because that way the market can actually speak.


So related to this is cost recovery.  It is part of -- it is the second part.  Fair return standard is actually, you get to recover your prudently incurred costs plus a fair return on your invested capital.


Competitive companies don't set prices based on cost recovery for the most part, because for the most part they are limited by prices in the marketplace.  Not entirely; sometimes they have some influence.  But they have to then balance price and cost to build margin.  And none of that is about spending more.  In fact, margin is increased by spending less.


We have tried in the regulatory -- so competitive companies look at, what can we sell this product for?  They don't look at, how much more than -- how much can I spend so that I can increase my profit?


We have tried to decouple rates and costs, for example IRM.  That is what it is about, right?  Except that IRM is really just cost by another name.  So we say, let's get a set of costs, that's rebasing, and then we say, now can we figure out a formula, based on empirical analysis, that allows the costs to increase at a fair rate?


And still it is all about costs.  But maybe, maybe we should start looking at some different things; for example, costs -- prices based on benchmarking.  How about prices based on competitive bidding for franchises?  I am going to talk about that in a second.  How about tying the costs of electricity to costs in another competitive sector?


How about splitting up costs so that some base costs get recovered on a cost recovery basis but others are not recovered except on the basis of the value of the product delivered.


So what we're saying -- and we're not suggesting throw out cost recovery.  What we're suggesting is, ask the question.  How much do we want to still rely on cost recovery when the people moving into the marketplace are not doing that?


The third is -- the third of the principles is a reliance on accounting principles related to the first two things.  We start with the assumption that accounting principles -- and there's lots of accountants in this room, I know -- we start with the assumption that accounting principles give us a right answer.  Well, no, actually; the accounting principles are not designed to set prices.  Accounting principles are designed for financial disclosure, and we already know in the regulatory sector that many accounting principles don't produce good numbers for rates.  And so we have in fact changed them.  And we have to continue to be willing to change how much we rely on accounting principles in the course of looking at how to remunerate utilities.


Here is one that nobody has talked about yet, and that is postage-stamp rates.  And we have postage-stamp rates across the province for transmission and the commodity.  We have -- and for electricity.  We have a few large areas of postage-stamp rates for gas distribution and transmission. And we have postage-stamp rates for electricity distribution that have arisen during the course of a completely haphazard evolution of the sector so that they make no sense whatsoever.

And we have many examples -- and electricity distribution is the best for this -- many examples where like customers don't pay like rates, Ancaster and Hamilton, where are unlike customers don't pay appropriately unlike rates -- but so many examples, you can't even name.

We have a local decoupling of costs in rates throughout the province.  Here's why that is a problem for you.  New market entries are going to exploit those anomalies.  That is what you do in competition.  If somebody is overcharging their customer in a particular area, you have an opportunity if you can do it cheaper because you can, they can.

So then you will try to take advantage of that.  It is economically inefficient to have that overcharging, and so if we can -- if you are a new market entrant, you want to move towards a more efficient provision of your services; it gives you an opportunity.

And so we have to rethink whether postage stamp rates good idea.

The next one is asset ownership.  And when I talked about this with somebody in the utility, they said you can't say that.  You can't talk about asset ownership.  We own our assets.

Well, okay.  So customers pay all the costs of the assets, right.  We pay the cost to buy them.  We pay the carrying costs.  We pay the operating and maintenance costs.  We pay the taxes on them.  We pay everything.  So why is it that the utility company owns the asset?

Well, it is a convenience.  Somebody has to have title to it, right.

But what it means is that we can never say to the utility company:  you know, you're doing a bad job.  We want somebody else to have this franchise now, because they own all of the infrastructure.  They're in there.

But what if the assets are attached to the franchise?  So if somebody else gets the franchise, they get the assets too.  They have to pay book value for them -- not fair market value, but book value -- because we paid for everything anyway, so they're really sort of ours.

So what that means is -- and I will give you an example.  Is there any reason why Enbridge -- is Enbridge in the room?  Is there reason why Enbridge can't go to the OEB today -- I know they can't, but maybe they should be able to -- and say:  You know what?  We can deliver electricity, we can distribute electricity in Toronto for 70 percent of the cost of Toronto Hydro, because we're already delivering gas.  So we have a huge economies, we can do it for 70 percent, and we will guarantee we will do that for 20 years.

Why wouldn't we as customers say, great.  Hey, bid against each other.  And if you can do it for 70 percent, awesome.  You can have the franchise for 20 years.  Oh, and by the way, at the end of 20 years, somebody else is going to try to take it from you because the assets then go with the franchise.

So obviously this changes how utility companies are valued.  Utility companies might not like that, but it is a move towards a customer-centric approach in which we can inject competition into ratemaking.  We don't have to set rates in that circumstance.  You don't need a regulator.  You bid, which is just one example.

So the next principle is we sort of assume that we know what the monopoly business is, but there are lots of aspects of the monopoly business that really could be put in play right now.

There is no reason why utilities have to do customer billing and collection.  Lots of other companies know how to do that.  What about connection to the grid and metering?  Why would the utilities have to do that?  Who does it in telecom?

What about having like a local grid?  Should we be able to have a local grid, where somebody builds a new subdivision and says, you know, these 500 homes, we're going to build them very energy efficient, and with we're going to have local distributed energy resources, we're going to have storage and everything like that, and we're going to have one connection to the grid, and we will look after everything after that connection.  Our meter will be at Bathurst and Sheppard, but everything else in Bathurst Manor, no, we will look after that, thanks very much.  Why not?  If they can do it cheaper and do it better, why not?

And finally, in these principles that I think we should not treat as set in stone, the current -- and a number of people want to put ARC in play.  Well, so do we, but we may be going into a different direction.

Right now, the rule is utility affiliates can basically do whatever they want, subject to certain protections of the regulated customers.  But otherwise, if they want to trade on the utility name, if they want to have, you know, use the brand, use the access to capital, et cetera, that's fine; they can do that.  And what that means is that they have a market advantage over the new market entrants, and that is a barrier to increased competition.  If competition is valuable, if it is inherently valuable, then we should be getting rid of those barriers.

And so another way of looking at ARC would be if you're a utility affiliate, the rules have to be structured so you get zero advantage from being an affiliate of a utility.  You play in the same -- on the same playing field as everybody else; same access to capital, same branding, you have to brand yourself, all of that sort of thing, so that we have a fair competition rather than an imbalanced competition.

All right.  So I want to emphasize I'm not suggesting these principles are wrong.  I believe in many of these principles and they have served us well over the years.

And as we go through this process of rethinking how the sectors should respond to increased competition and new technologies, many of those principles will remain valid in whole or in part.

But we have to be willing to ask the question:  Is this still the right answer?  We have to have an open mind, and you know what?  Even if we don't change something, we will have learned something from the process of going through it.

So OEB staff had four principles, and we agreed with those principles generally.  And we're not going to argue about them -- anyway not right now, maybe later.  But we have added four more principles that we think should be included in this process.

The first is, only regulate what you have to regulate. To the extent that you can allow more competition, facilitate more competition, enable customer choice, you as a regulator should do that.  It is only if there's no choice but monopoly regulation that you should choose that.

Secondly, the regulated utilities as utilities should operate their regulated natural monopolies they should stick to their knitting.  They should do what they do well.  They actually do this really well.  Running natural monopolies, they do it well.  But what they should not do is trade on that to move into competitive markets, which is not their core competency, and in which there is lots of other players to do it well.

Third, staff talked about stability in the sector and stability is important.  I represent schools.  Do we like stability?  Yes, indeed.  But we're going through a period where technologies will disrupt the sector.  That will in fact happen.  Whether we like it or not, we can't stop it, it is going to happen.  So we have to be willing to look at massively different approaches, even if they break down what we think is true.

Finally, these principles, including these four, none of them should be set in stone.  We should be willing to challenge any principle, any paradigm, no matter how much we love it, to get to the best answer.

And we're way ahead of schedule.  So I have another 20 minutes, is that what it is?

[Laughter] Thank you.
Questions to Presenters:


MR. MATHESON:  Firstly, I want to thank all three participants.  It certainly validates that it was a pretty darn good idea to hold a session like this, and to have three such informative presentations to kick things off.

Because we are a bit ahead of schedule, I just thought as between the three, Ian or Richard, did you have any comments you wanted to make by way of response, just initially to kick in amongst yourselves.  We will move it to open questions from the floor in a minute.

MR. CARLSON:  Actually, I have just a question for Jay.  I found what you're saying very interesting and there is a lot that I think is very important.  But I was wondering, you talked about the principles and then the conventions in like postage stamp, utility ownership of assets all of those things.

Do you think those are principles or just conventions in Ontario?  Because a lot of those things are done differently in other jurisdictions.  So are we talking about regulatory principles here?  Or just, are there -- so maybe what you're saying is we should actually go back to the principles and consider the conventions?

MR. SHEPHERD:  So, I mean, I take your point, but I think it is true that if the OEB just jumped in and said, "You know what?  No more postage-stamp rates.  Everybody is going to have local rates," somebody is going to go to court.  And I wouldn't guarantee 100 percent the outcome of that, because once you have been doing something for a long time and everybody has been relying on it, it changes from being a convention to being something stronger.

So -- and some of these things, if we were going to change them, like asset ownership, if we're going to change them, we might have to have legislation.  I don't know, but they're pretty ingrained.

MR. MATHESON:  Ian, did you...

MR. MONDROW:  Not on that, but on another topic.  One of the things, Richard, I think traditionally I am quite attuned to Pollution Probe's principles.  You seem to be in a camp of kind of economic regulation, regulate what you need to, some of the things Jay described.  But there was one point on one of your slides, you talked about the mission of the OEB, and you said, quote, "to promote outcomes in innovation that deliver value for all Ontario energy consumers", and I wonder, I'm trying -- I was trying to put a question mark there when I read through the slide, is to reconcile that kind of broader social purpose with kind of conventional economic regulation.  Can you reconcile that for me?

MR. CARLSON:  Actually, that is a quote from the OEB website.  That is their mission.  That is why I wanted -- I just wanted to highlight that, because one thing I felt that a lot of the questions were -- as raised and a lot of the issues raised by the staff were very much around utility regulation:  What do we do with the utility?  How do we make the utility work better?  How do we make rates work better for the utility?  And I just wanted to highlight that.  The mission of the OEB we really should be looking at is from the consumer perspective.  So let's restart it.  So that was really my intention --

MR. MONDROW:  The word "promote" is --

MR. CARLSON:  That is because they say "promoting".  "Promoting" is their word, but I didn't -- I cut off a few words.  It does not materially change the quote.

MR. MONDROW:  Fair enough.  Your emphasis was on the consumer portion rather than --

MR. CARLSON:  Yes.  I wanted to highlight that the mission of the OEB is actually for consumers.

MR. MONDROW:  Yes.

MR. CARLSON:  It is not for utilities.  It is actually all of this apparatus, all these conventions is to, you know, is to deliver value for Ontario energy consumers.

MR. MONDROW:  Some would argue that an economic regulator has a dual function.  One is to protect consumers and one is to protect the interests of utility investors, despite Jay's formulation that ratepayers own everything.  That is not what the law says, at the moment, in any event.

MR. CARLSON:  Well, I would argue that the regulator is a public body, so it has to be -- I would argue that it should be promoted on what is the best interests of the energy consumer, and that would inherently generally mean a good operation of the utility sector and that there are no stranded assets, that utilities are well-run and all the rest of that would deliver value to the consumers.  So I think the two go together.

MR. SHEPHERD:  Can I comment on that?  My clients, the schools, would generally think that the OEB's role was to balance consumer and utility interests, but not in the sense that they're equal, but rather in the sense that utility interests are inherently consumer interests.  Healthy utilities are good for us.  We want that.

Now, that doesn't mean that we want to protect their shareholders necessarily, but we do want them to be healthy, because otherwise we get hurt in the end.  In the end the consumers get hurt -- anything bad that happens in the industry is the consumers that get hurt in the end.

MR. CARLSON:  I have just one comment.  I agree healthy utilities are good for consumers.  But the focus should be on consumers, not on the health -- not on the health of the utilities.

MR. MATHESON:  Did you have any other questions for each other?

MR. MONDROW:  No.

MR. MATHESON:  I am going to open the floor to questions in just a second, so there is two microphones.  There is one here and there's one here, and then of course there is Sli.do, so if anybody wants to start moving that way, that would be great.

But I had a question that -- just sort of to kick it off that kind of maybe builds on one of the comments that Jay made.

And I think you talked about this through your presentation, but you started off having invoked your inherent function as a trouble-maker or the rotary agitator of the fan that that stuff bumps into every now and then.  You said all principles are in play and we have to ask the hard questions.  And of course we are here to ask the hard questions, but is there any principle that's not in play?  Is there one that you see as being the one bedrock that the OEB can stand on as it is thinking about this?

MR. SHEPHERD:  Well, my undergraduate was in philosophy, so I think my answer is, no, there are no absolutes.  But having said that, there are principles that are very, very strong.

So, you know, is the purpose of energy regulation to address market failures?  I could conceive of situations in which that principle would not be true, but it is true 99.99 percent of the time.  But there is other principles like ARC, for example, how we approach ARC, and that's something we made up not that long ago.  Is it as set in stone as the purpose of utility regulation?  No.  So I think it is variable from not quite absolute to iffy.

MR. MONDROW:  But I think one of the things that Jay said -- and maybe another way to look at that and retain some order to the evolution is that those fundamental principles, many of which have been identified by staff and others, are the starting point.  They function very well for a long time.  They were put in place for a reason, and the departure -- the point of departure should be an understanding of those principles and why they were developed and what they're intended to do, and then questioning whether they're still relevant, and to the extent not a willingness to, not abandon them so much, but evolve them, perhaps abandon in some cases.

So in terms of a bedrock, I think there is a bedrock that we start from.  It's 100 years of economic regulation.

The questions being raised appropriately are what about that -- what is it about that bedrock that may need to change, given the evolution of energy services and consumer preferences?  So that would be my point of departure.

MR. SHEPHERD:  I agree.

MR. MATHESON:  Anyone at the mics so far?  Oh, here we go.  Here is our first.  And if you could please identify yourself and your organization for the transcript that would be great.

MR. SHEPHERD:  Do the mics work at the tables too?  Can people stay at their table and ask questions?

MR. MATHESON:  I would prefer if you didn't, just because that makes it impossible to be democratic about -- the lovely thing about having a line is that it is a line.

MR. BROPHY:  I need the exercise anyway.

MR. MATHESON:  You may want to lean into the mic just a bit.  Oh.  And if folks online are having any trouble hearing, just send a message in through Sli.do and we'll --

MR. BROPHY:  Can you hear me now?  Thank you.  It is Mike Brophy.  I am here with Pollution Probe today.  Richard had introduced me earlier.

I just had a quick question.  It came up kind of as a bit of a dichotomy between what Jay and Ian were saying, and if I captured it correctly, so Ian, you are proposing that there is a lot of existing infrastructure that is in place now and we should be leveraging that in order to be efficient and not throw everything out and rebuild from scratch, which I agree would be impossible to do.

And so what I am struggling with is Jay's point of potentially opening everything up, maybe not even have the utilities own the assets that they currently own, and, you know, how do we bridge those two things.

So there's a -- even if you don't segment it into electricity, gas, you know, different -- you call it energy, there is a lot of infrastructure in place, and in order for it to operate, you know, efficiently, it comes with certain baggage, whether you like it or not.

So, you know, how would that happen if you went towards, you know, what Jay is proposing, and would it mean maybe not utilizing existing assets, saying, okay, they're there, but that is not the future.  You know, sometimes I look at choices we make in life, and we've got to let some things go in order to get to a better place, but it is a difficult thing to do.

MR. MONDROW:  And I think Jay will answer that, because I think it is a question for him, but one of the things that puzzles me about the premise that Jay tabled about asset ownership is the conventional need to attract capital to build those assets in the first place and, indeed, significantly reinforce those assets.  And if no one owns it, where is the capital going to come from?  And if you want to attract capital don't you have to somehow protect the integrity of that investment, which you can argue is a cost or a profit, but that is what it is about, it seems to me.

MR. SHEPHERD:  Well, no.  You attract capital by your cash flow, and you your regulated cash flow is what pays back the providers of capital.

Whether you own the upside on the assets, if there's a capital gain you get to keep it is going to change your return, but it is not going to change whether you can attract capital.  It is irrelevant.

MR. MONDROW:  I guess my question is whose capital is it?

MR. SHEPHERD:  How so?

MR. MONDROW:  Utilities' investors conventionally provide the capital.  So if you've got no owner, where does the capital come from?  Maybe the better question is who then owns the assets?

MR. SHEPHERD:  Well, no, the asset is still nominally owned by the utility in this example that I gave.  It's just that they can't -- it is owned by them as an attachment to their franchise.

And if they lose the franchise, they must transfer it then to the new franchise holder at net book value.

This is just one example of the challenge to asset ownership.

MR. MONDROW:  I think it is a useful example, because it suggests the value of competition and loosening that grip.

I think what utility regulation has always wrestled with is the capital intensity, and maybe that will change with new technology, and the span of time over which the investment needs to be in place.

And so all of this furor about certainty and predictability is always framed as this is a 30- or 40- or 60-year investment, and if you don't provide some certainty and stability to the owners or the providers of the capital, you're going to get a cost of capital that is through the roof.  So that is why we have economic regulation.

You're questioning that premise, which I think is useful and I am trying to think it through.

MR. SHEPHERD:  Yes.  For example, large companies always, when they have a big area of their business that there's a bunch of competitors out there that can provide, they will always go to those competitors and say what can you bid to provide this aspect of our business -- customer care, for example -- and that includes capital costs and everything else.  What is your bid?  And those providers of services, they're all over our economy, they have no trouble attracting capital, because they have a long term contract that will give them cashflow to pay it back.

Providers of capital don't care as much about the assets as they do about the cashflow.

MR. LUSNEY:  Travis Lusney, Power Advisory.  First off, great starting presentation and discussion.  This, I think, really sets the whole consultation in the right direction.

I have a question for Richard, but it is kind of for the whole panel.  I recognize where the OEB's principles are tied to consumers, but I think Jay's point was very insightful in terms of disruption is coming, but there is also disruption coming from unknown areas.  And half of this proceeding is talking about responding to distributed energy resources, which is essentially a potential new customer of the utilities and the distribution system.

So I am interested in kind of your thoughts on the difference between consumers and customers, and how customers might be treated differently as part of this proceeding on utility business.  And again, open to the panel in general.

MR. CARLSON:  That is an interesting question.  You would have consumers as a person and a customer as an entity?  Is that how you draw the distinction?

MR. LUSNEY:  Think of it as you are a distributed generation resource connected to the distribution system.  Your objective is to sell your services to the utility, to the wholesale market, or directly to other customers in the distribution system.

The principles that we have today don't -- they kind of sit in a gray area.  They don't exist in regulation. They're not the utility, they're not a consumer.

How should we start thinking about treating them through our regulatory framework?

MR. CARLSON:  That's a very good question. I think we have to start thinking about -- I think we have to think about how they are organized, right, because they are owned by someone.

So it is if -- me, as an example, if I decide to put some solar panels on my roof and block chain and decide to go all 21st Century on the world -- Bluetooth as well -- and to sell that back into the grid, I am a provider to the utility.  So I think that still is -- I think -- there's a lot of examples of people selling to the utility already,  small scale generators.  I don't think -- I'm not sure on what the question would be, why that would be different than what is already being discussed.

I think that is why we wanted to create a DER tariff, so it is clear for people.  I think the clarity is what we're saying.  We need the clarity so when people invest, they can actually see what their costs are, how much they are going to get, and that is based on proper valuation of local prices, local conditions, so that they actually have a real tariff as opposed to a nominal net metering price, or something like that.

MR. MATHESON:  I think Ian wants to get in here.

MR. MONDROW:  Jay and I were talking about this.  I try to talk to Jay so that I bring out that side of him that everyone is interested in.

So we talked a little bit about protecting utilities, and his response was, well, you protect utilities only insofar as you keep them healthy, because this is in the public interest.

The reason I mention that is because I think the question is really about the same thing.  Traditionally, the public interest, the first thing people think about are customers and then people concede, customers concede, well, yeah, the utility needs to be looked after pause that is in our interests.

I think looking after distributed energy resources, will increasingly be in the public interest.  And so we're adding a third major category of participant through this discussion among other things.  And you are right.  I think we have to expand the notion of who the regulator is there to facilitate, and the utility role in serving the public includes serving distributed energy resources that want to contribute to the energy sector.

So in New York, they talk about, you know, this network, this plug-and-play incarnation of the utility where they are the network that people can plug into, whether they're injecting, or withdrawing, or some combination.  And that is a good way to look at it.

MR. SHEPHERD:  The next step to your question is, Richard talked about DERs providing services to the utility.  Why can't they provide service to me as a consumer directly?  And we could treat the grid, whether it is -- the distribution grid, I guess, is what we're talking about right now, we can treat it as a common carrier in which -- it is a marketplace in which some people have things to sell and some people have things they want to buy.

That is a different attitude towards it than we have now, and the grid manager still has to have an active role to make sure the grid doesn't blow up.

But -- and maybe we have a system design issue that we have to address if we do that.  But in the end, if we want customers to have maximum choice and if we want to have competition, then one of the things we have to do is let people offer their services through the grid in ways that we haven't imagined yet.

MR. LUSNEY:  Thank you. I have a quick follow up, if that's okay.

Ian, I found your presentation really interesting because I don't spend as much time on the thermal or natural gas side.  I was intrigued by your comment on siloing electricity, natural gas.  In my former life at the OPA, we always discussed how hard it was to do what we needed to do, because we didn't have any view on thermal.

Given you are a national organization, one, do you have any kind of examples or discussion on siloing, or where there might be quick hits on that?

MR. MONDROW:  I have a great example, which Dr. Rahbar and I talked about at some length, and I am still getting my head around how you deal with it from a regulatory perspective.  So I'm sorry, I don't have an answer for you.

But the example is the meter.  We've got gas meters, power meters, and thermal meters.  Well, that is incredibly inefficient.  Why don't we just have one meter?  And the meter might have more functionality, but it is one meter, one provider, it's one service person, it's one recertification -- or maybe it is three recertifications but one technician.  If you cross train them -- and that is a quick hit.

Think about how much money would be saved, and that is just kind of off the top of the head there.  There are probably many other examples.

But who owns it, how do you regulate it.  In the UK, you mentioned what needs to be part of the utility.  In the UK, the meter is not part of the regulated utility anymore.

The purpose of that was to facilitate customer switching of supplier.  So the meter is actually --providing the meter is a competitive business.  And if the meter doesn't go with the supplier, which is disaggregated, of course, from the grid, the meter stays with the customer and anyone can feed through it.  So the meter is a great example of unsiloing.  Fiona and Enbridge will talk about power to gas.

And I gave the example of, if you've got a gas system, but no -- rather than a reinforcing transmission or distribution of electricity, just put the generator at the end of the pipe, if the pipe's big enough and strong enough, and generate it there and then avoid line losses.  So there is another example.

MR. MATHESON:  Just before we...

MR. MONDROW:  I don't know how you'd regulate that right now.

MR. MATHESON:  Just before we go to the next question, Stacy has an online question from Sli.do.

MS. HUSHION:  So the question is from Martin Benum, and I hope I am pronouncing that correctly.  Should we go back to pre-deregulation and tear apart and review what has gone wrong because of the path taken by the McDonald Commission -- i.e., retailers, ARC electricity market, and so on -- and start over?  It's also available up there.


MR. MONDROW:  Well, genie back in the bottle, I mean, I don't think you can start over.  I am not sure that it is -- I mean, there are things that have gone wrong, but I am not sure that that is -- with all due respect to Martin, I am not sure that is a productive question.


I don't think it is wrong.  I mean, we have a functioning electricity system today.  McDonald Commission dealt with the electricity system.  And we have a market and we have a bunch of costs, but it is not because of the system, it is because of kind of political will or pigheadedness, depending on your perspective.


So things are changing.  Mistakes have been made, but I am not sure the system is broken --


MR. SHEPHERD:  We have a market for -- a commodity market anyway that doesn't work.  We know it doesn't work. And that is in large part because governments were willing to procure the commodity directly, rather than allowing the market to develop even though it would be messy.


So there is some stuff that has to be fixed.  Going to retailing, I would say the question is an open one, but most places that have tried it have not been really happy with it.


Some amalgamation of the two may be important, and keep in mind that with new technologies available today it may be that what didn't work in the past will work in the future, because those new technologies are in fact naturally competitive.


MR. MATHESON:  So we need to move on to the next questioner.


MR. ELSON:  Thanks, John.  Kent Elson, Environmental Defence.  More of a comment than a question in relation to opening up the box and taking a look at conventions or principles or whatever you want to call them.


From our view, it is important to be focusing on what's the problem and what's the problem you are trying to fix, and I think Ian hit on that in his presentation, which is, one of the major problems being the bias towards infrastructure spending, and that is a big issue for Environmental Defence in a number of hearings.


And then once you -- you're saying, okay, here is what we're trying to fix, and then you say, well, which of these principles are interfering with that and do we need to question them?


So from us I think this process would be the most successful if, you know, we're identifying what those problems are right up at the outset, and I think, Ian, you hit on one.


Another one is how to make sure that you are addressing all of the positive externalities from DER.  And that's complex.  Like, how do you make sure that you have valued them, and there are benefits of DER, you know, across the board, you know, from -- both when you're talking electricity and when you are talking gas, both in terms of distribution and transmission and so on and so forth.


So I think when you look at those questions and those problems, it then also flows into the role of, you know, what's the role of the regulator?  And one of the roles of the regulator, and it has come up in all of your presentations, is to address that issue of externalities and make sure that the system that you do put in place fixes that problem and makes sure that you have the optimal amount of distributed energy, so more of a comment, but if you have any responses I would be happy to hear that.


MR. MONDROW:  I do have a response, Kent, and it won't surprise you, because we have had this discussion before.  And while I agree with you conceptually, but the line in your question -- and maybe you didn't intend it this way -- is the notion that that is someone's job, and I guess, you know, IGUA's response has always been and will continue to be until persuaded otherwise that is the market's job.


Now, there is an argument about imperfect markets and their inability to attach proper value, and there is an argument about time frames, which is something that you have helped me to understand a little better, and I think what it -- we got a letter yesterday and we will have another chance to talk about this in the context of DSM.


So long-term externalities versus short-term economic drivers have to be bridged somehow.  I think that is a legitimate question.


But certainly from IGUA's perspective, speaking for IGUA, obviously, up here, there is a reticence to think that the government or the regulator or some combination of them should be making those decisions and attaching values.  I mean, carbon is now valued.  You might not think it is valued high enough, and many people share that view, but we do have a value, and proper information in the market, leaving aside the gasoline pump stickers, will allow people to -- will allow the market to strike that balance in what by definition is the socially optimal way, because this is what society has to say.


MR. ELSON:  Carbon is the easy one in some ways.  It is harder to value the benefit to the distribution system of geo-targeted energy efficiency, electricity or gas otherwise, or --


MR. CARLSON:  [Microphone not activated]


MR. ELSON:  Well, yeah, but, I mean, that is the more challenging one to try to, you know, incorporate.  And I think we've been dealing with that in a bit of a different context, and in this broader context there are a wider range of benefits that are harder to ensure are valued and incorporated.


UNIDENTIFIED MALE SPEAKER:  Richard, just --


MR. CARLSON:  Yeah, but I think I agree with you that there is a lot of, how do you adequately value the DERs is a very difficult one, and if you look at the example, what some areas have done is try to create the value stack looking at how do you -- what is the distribution, what is the -- so you don't have to invest in the infrastructure as well as the other -- looking at the ancillary markets, capacity markets, and doing the value stack.


Ideally it would come out of some sort of market arrangement now.  That is unlikely to develop at the moment.  But the other option would be to come out of like a proper planning process, which is what we were talking about in our presentation, like, how do we create a robust planning process where these values are revealed so that you can actually say that if there is DER in this area, if, hypothetically speaking, there's solar and storage on this one circuit, there is value there, and then being able to have it open so that a company could come in and say, yeah, we can do that, and this is how much it would cost, and to try to provide that, but that would be very much a local value, which at this stage is just not the data availability in Ontario in order to do that, which New York has been trying to push on that.


So it would have to come out of a proper planning process, which -- a proper and robust planning process that involves going back to the silo, involves not just electricity, but also involves the thermal networks, also involves the gas networks, to see what is -- how do we balance all of these things out, and that is not happening.


MR. MATHESON:  I've got two more questions I want to get to before the break.  Did you have one quick --


MR. MONDROW:  Yeah.  Just quickly, Kent, and Environmental Defence has been advocating for some time that gas utilities look at geo-targeted DSM early enough and transparently enough to attach that value, so what a regulator can do -- and others have said it in the presentations that they filed -- is require utilities as part of their system planning to create -- to analyze those values, and I think the point was made by Richard, publicizing them so that the developer community is aware of them and can respond.


MR. MATHESON:  Okay.  So we will go over to this mic.


MR. LASZLO:  Thank you very much.  Excellent presentation.  Richard Laszlo with Quest and the Ontario CHP Consortium.  Really enjoyed the conversation on balance between customer and utility investor.


And I notice that, you know, this panel really has some of the few kind of bona fide customer groups represented here, maybe CME later.  So apologies if I am jumping ahead to kind of day 2/3 questions.


But with respect to customers that are -- have either put in DERs or thinking about putting in DERs, I guess my question maybe building on the discussion here is, are costs that utilities are imposing or maybe have been proposed through, for example, the commercial and industrial rates, staff report, are those overstating costs on customers that are putting in DERs?


And kind of on the flip side, is there enough recognition of the system benefits that DERs provide to the grid?


MR. SHEPHERD:  I can comment on both of those.  Are they overstating costs?  The answer is probably, yes, but keep in mind that the utilities are relatively new to doing this, and things cost more when you haven't done them a million times.


So I don't think they're overstating costs because they're doing something bad.  I think they're overstating costs because they're learning.  And learning costs money.


The other side is perhaps the more important side, and that is that DERs provide a bunch of free values to the system that perhaps shouldn't be free, that's not something a utility can deal with.  That's something a regulator has to deal with.

And the DERs have to come to the regulator and say, you know, we're offering this voltage control and black start capacity and blah, blah, blah, and here's some values that we think should be placed on this.

You can't expect the regulator to go out there and sort of make it all up. The regulator will largely respond to what people in the industry tell them.

MR. MONDROW:  And I think one of Kent's points that we were talking about a few minutes ago is yes, the benefits are understated.  DER resources don't get energy payments in the market.  There is no reason for that.

They do in the US, based on a FERC decision in 2013, and the IESO is going to look at that now.  But yes, that is a huge one.  So there is reference in some of the materials to pancaking value, value streams.

And I think what Kent's point, a good point, was we have to articulate and make that value transparent so it can be recognized, traded off, and ultimately compensated. So yes, benefits have been understated and they're evolving and we need to evolve.

MR. MATHESON:  Last question before the break?

MR. PEPPER:  Steve Pepper. I am from the Ontario Society of Professional Engineers.

In preparation for this meeting, you know, we have reached out to our members, who are pretty well throughout all of our organizations in different capacities.

There was two general comments that came back with respect to regulatory framework identifying two critical issues that are problematic.

One is that rates are not aligned with the underlying costs.  Rates are associated with fixed monthly peak demand energy consumption capacity.  They're not set based on the actual technologies of it.

That of course encourages innovation, but gaming-type of innovation as opposed to real value creation innovation, which is the wrong path to go. But it naturally happens.

The second thing is that there are barriers that are associated with the local distribution companies.  For instance, a builder or a community cannot develop their own district energy systems for the subdivision in lieu of, because they're mandated essentially by using local utilities to provide that service.

So, you know, independent district energy systems are something that is also discouraged by the OEB itself, whether it is virtual net metering entities, whether you have a community solar project that is independently metered for a condominium, et cetera.

So there is a lot of technology and innovation that is available to happen in that space, but our regulatory framework actually acts as a barrier for deploying that in Canada.  So our members are deploying that in other jurisdictions and selling that technology back to us when our framework evolves to be open to that.

I am wondering if the panel can comment on either of those two topics.

MR. MONDROW:  So two things spring to mind quickly, and you are on right on both counts.  But that is, I think, what we're here to talk about.

So in terms of -- you referred to barriers that the LDCs are putting up, and then you referred to the regulator.  I think it is actually a legislative barrier.  If you cross the roadway, then you have to be regulated and licensed as a distributor, and there is a whole bunch of regulatory overhead that developers -- let alone don't Understand, they can't afford, and it is probably not necessary.

On the other hand, if you are going to build -- the Lebreton Flats in Ottawa, others will know this better than me, they want to do exactly what Jay described, put their own grid in and connect one meter.  But what happens if that developer goes under or leaves?  Who is going to protect the customers?

So yes, regulation has to evolve and there are barriers, and they need to be addressed.  But I wouldn't blame the OEB necessarily.

MR. SHEPHERD:  You are right.  It is legislative.  I had an interesting example of this resource sharing notion put to me about six months ago, where a group of greenhouse owners in southwestern Ontario with adjacent properties wanted to have biogas and solar, and I think they had I they had a wind turbine.  They had a bunch of stuff they wanted to do, and basically share their energy with each other.  And it was almost impossible to do.

I mean, we probably would have had to change, get legislation change to do that. And yet, it would have saved them a pile of money.

So there is no reason -- we should have a regulatory system that allows that.

MR. MONDROW:  I was talking with an associate of mine Yesterday, and one of the things that might come out of the extended consultation that we have started now is not necessarily OEB changes, but recommendations about what else could be changed including legislation.

I want to quickly address your rates not align with costs, because I did read your submission last night and it made a lot of sense.  That highlights a point that maybe I made somewhat ineloquently for IGUA.

Postage stamp rates are important for residential consumers, but not for sophisticated potential DERs providers.  And I think the Society's point was you need to be much more nuanced in rates, both credits and debits, in order to incent the appropriate behavior and give more granularity, more higher fidelity price signal, and there is no reason that we can't have different rates for different groups or types of customers.

And we do, to some extent, with large industrial customers already.  So that is precisely what I think the regulator...

MR. CARLSON:  Is that microphone even on?

MR. MONDROW:  It is on?  Okay.

So I agree we need more granular higher fidelity rates for different types of customers, while maintaining kind of the average residential smoothed electricity price.

MR. MATHESON:  Last word to you.

MR. CARLSON:  I agree with what the panel has said here as well, and I believe that more nuanced rates is going to be crucial.  We will have to look into how different consumers use it, and not just the sophisticated industrial, the ICI customers, but even residential customers who bring in using AI or using some of the smart thermostats able to control things.

They should be able to benefit from that as well, not just be able to get -- how can they benefit.  How can we create -- move this around so that it is not just, well, you pay a flat charge every month because you are a customer of Toronto Hydro.  How do we make it so that you can actually encourage the behavior you want.

MR. MATHESON:  So thank you so much.  Will you please join me in thanking Ian, Richard, and Jay for leading us in a wonderful first conversation to get this going.

[Applause]

MR. MATHESON:  Just a couple of quick housekeeping things.  For folks who are online, we will get to the bottom of whatever the microphone issue is there.  So hopefully, you won't have to bear with that in the second session.

There is coffee, juice, and water in the corner there.  We will reconvene in 15 minutes from now, so it will be twenty after instead of a quarter after.

When we reconvene, it will be a very important session, because it is the first of the discussion sessions.  It will be the first of our kind of muddling through in having an intimate conversation for 75.

But the theme, I just want to give you a quick sense of what we're going to be focussing on, it is really going to be defining the problem and identifying objectives with respect to the fundamental principles of the role of regulation.  We will be building on what you heard here.

It is just the thing is I had the opportunity to read all of your presentations and the one thing I know is you don't all agree.  And so the idea, I think, is to try to get some of the different goal posts on the playing field that we're going to be occupying for the next three days, get some of your different perspectives out building on the fine work of these three speakers, and we will be able to make sure that we design the rest of the conversation to make sure that we're hitting on the things that you identify in this first one.

My commitment is we will keep track of what you're identifying as the most important issue as far as I am concerned is blank.  We will try and keep track of that and make sure we get a chance to work our way through the mind map of those issues over the course of the next three days.

So take a quick break and we will see you back here to reconvene in 15 minutes.
--- Recess taken at 11:10 a.m.

--- On resuming at 11:26 a.m.
Discussion


MR. MATHESON:  Okay, if we can come back together, folks.  Okay, folks, time to come back together.

Thank you.  So welcome back to our folks who are online.  I believe they've fixed the problem with the microphone over there.  I think it was a loose attachment. I don't think it was a result of Ian's inflammatory rhetoric.  I don't think that was it at all.

So this is the first of our group discussions, and so again, as I have hinted, there isn't anyone who isn't aware that the room is not ideal for a large group discussion, and there is nobody who is really on the podium here, there is nobody to ask a question to.

So what we're really soliciting here are your comments.  There are, you know, give or take 60 folks in the room.  We have give or take an hour.  So a comment is pretty good if it's two minutes long.  It's probably not so good if it is six minutes long, because that means you're eating the time that three people have.  Let's try and get through as many different voices as we can, and then if we start running out of folks, then obviously folks will be welcome to come up and add further commentary.

But the -- in different ways we've heard from our first three presenters that the basic principles or role of regulation is to address questions of market failure, and different folks think about market failure in different ways.  The real question I wanted to start off with is probably the most obvious one.  If we're all here, it is to some degree because we have a definition of what the biggest issue facing the sector is.

And so I would like to challenge you with what is perhaps the most obvious and most open-ended question, which is, what's broken?  What's the biggest problem that we're facing that we need to grapple with over the course of the next two-and-a-half days?

And as I said before the break, what I will do is I will kind of keep score and create a bit of a map.  You may not be able to read it from where you are sitting, but you can come up and check it out over the course of the -- over the day.  We will make sure that we get around to covering these various points in greater detail as we delve through the rest of the program.

So has anybody got any takers for the question, you know, from your perspective, what's the biggest single issue that we're dealing with here?  I know it is kind of a hard question, but it is also kind of an easy one.  Ideally -- and I'm sorry, it would be great if you could use the mics, because the only problem is I am not going to be able to keep any kind of fair air traffic control, so we've got our first taker approaching -- I guess this is microphone number 1.

MR. ELSON:  John, Kent Elson here, Environmental Defence.  I am just going to reiterate the comment from before that at least one of the biggest problems is the bias toward infrastructure spending and finding a way to both require utilities and incentivize utilities to adopt non-wires and non-pipe solutions to distribution needs and other needs is a major issue and one that -- I think this is focused around flowing out of the innovation panel and already the comments from what we've heard so far.

MR. MATHESON:  Great.  Now, you see, that was a great comment, because it was about two minutes, and it was clear, and it gave me something that I could put on two stickies, so thank you very much for being first.

I think, Stacy, have we got somebody on Sli.do with a comment?

MS. HUSHION:  Not yet.

MR. MATHESON:  Not yet.  So folks, you are also welcome to access us through that way too.  Yes.

MS. BUTANY-DeSOUZA:  Hi, Indy Butany-DeSouza from Alectra.  I think it may not be the biggest issue, but certainly a consideration from an infrastructure perspective is that utilities are making infrastructure investments now.  Those assets are 40 to 60 years.

Two things.  First, in terms of making DER-related investments or non-wires alternatives investments not necessarily true that there's a return on rate base for that for utilities.  And so that creates a dichotomy that I think utilities shouldn't have to struggle with.  We should be in a position of making the right investment or best investment on behalf of our customers and in order to keep the grid going, keep the grid infrastructure, excuse me, going.

And then the second consideration is that to the extent that investments have been made to date that are 40 to 60 years old, whether they're the ones that have been made in the last two weeks or the ones that have been made in the last ten years, there's the potential to strand those assets.

And so as we're considering this issue, and when I consider what Ian and Jay advanced as basic principles or, you know, taking us back to asking all the hard questions, one of those questions should be about stranded assets and who pays.

MR. MATHESON:  Excellent.  And please don't let the idea that your most important might not be somebody else's most important thing be a deterrent to asking or making a comment.  What I am really just saying is what is most important to you, not what is objectively the biggest single thing that, you know, somebody might argue with, because of course there is lots of different perspectives in the room, so thank you very much.

MS. GRIFFITHS:  Hi, Sarah Griffiths with Enel X and with the Advanced Energy Management Alliance and thank you for that disclaimer, because I was going to start that this isn't the mo (ph), you know, but I think it is the idea of competition in markets and how do we enable markets and competition, obviously with the perspective in the end for what's best interests of the ratepayer.

So I think that is something that I feel it is competitions, markets, how do we open them up and how do we embrace them.

MR. MATHESON:  Okay.  Other contributions?

UNIDENTIFIED FEMALE SPEAKER:  Just a very simple message that when we're talking about this issue we need to consider both gas and electric and how the interplay works.

MR. MATHESON:  And so is that where we talk about, you know, being fuel-neutral and all of that kind of thing?  Is it more than just including both but it is also thinking about even broader spectrums?

UNIDENTIFIED FEMALE SPEAKER:  It could be, hmm-hmm.

MR. MATHESON:  Okay.  Yes.

MR. LADANYI:  Tom Ladanyi, Energy Probe.  I think the basic issue is that if the costs of DER integration are greater than benefits, and I would say that in the short-term the rates are going to go up, and they're going to go up drastically, and there will be consequences to that.

As we know in the past, governments fall if rates go up too high.  So there is a serious issue here in the background, and we should not all assume this is all going to be great.

MR. MATHESON:  So the most important thing to consider then is?

MR. LADANYI:  Is costs and benefits.  And not in some long, like 20-year term.  It is actually in the short-term.

MR. MATHESON:  Okay.  That's great.  Yes.

MS. LAKATOS-HAYWARD:  Hi, Kerry Lakatos-Hayward, Storage Power Solutions.  I believe the biggest issue that we have is monetizing the value of distributed energy resources in the inherent rate structure so that the customers -- our customers can get the value.

MR. MATHESON:  Do you want to expand on that at all?  You were less than two minutes.

MS. LAKATOS-HAYWARD:  Well, I think the issue is right now things like not being providing incentives on coincident peak doesn't provide sufficient value for customers to consider DERs.  Things like fixed demand charges, again, are -- is a disincentive.

MR. MATHESON:  Okay.  Great.  What else?

MR. LUSNEY:  Travis Lusney, with Power Advisor and Energy Storage Canada.  I think part of this is how are we enabling consumer and customer choice in the existing regulatory framework, understanding rate regulation in this province is primarily focused on the wires networks, yet we have some centralized procurement and centralized planning for our supply side.  So balancing that enabling principles for consumers for innovation and emerging technologies compared to rate regulation activities for standards, reliability, power, quality, and safety.

MR. MATHESON:  Okay.

MS. HUSHION:  So one comment, and one of them was to maybe do a Sli.do poll to vote on the issue.  So maybe once we're finished kind of bringing everything together we could do that.

A comment from Sli.do, how to coordinate centralized system planning and investment -- i.e., the utility, IESO, et cetera -- and decentralized customer-driven planning and investment to avoid overbilled and achieve cost-effectiveness.

MR. MATHESON:  So to coordinate centralized and decentralized aspects of the emerging system.  Okay.  Other comments?  Yes.

MR. ANDERSON:  Colin Anderson, with the Association of Major Power Consumers in the province.

I missed the deadline on putting a presentation in, so I will probably be up here more than once just through my own fault.  I hear a lot of really good focuses and lot of good goals we should be considering.

I guess I try, in my own mind at least, to make it simple for myself, so that way at least I can understand it.

Look at the electricity sector as something of a three-legged stool, and that's in Ontario.  It's in any other jurisdiction as well, North America and elsewhere.

It has to be reliable.  If it's not, you've got so many different problems.  It also has to be sustainable and fortunately for Ontario, we have done that over the last decade or decade and a half.

But the last thing, and the thing that we may have sacrificed in service of the prior two, is it has to be affordable.

And notwithstanding that DERs are a critical issue within the sector, there are a number of critical issues within the sector and I think we need to have some sort of a beacon that keeps our course true.  And that beacon right now, at least from my perspective, is affordability, because certainly when my members call me, they don't ask for customer choice.  They don't ask for a number of other things that are very relevant to these conversations.

They ask for how are we going to make this more affordable.  Thanks.

MR. MATHESON:  Okay.  Mr. Brushz?

MR. BRUSHZ:  Mr. Matheson, it is Brushz with the Ontario Energy Association.

I think a high priority for us, the Ontario Energy Association, is that we start this whole process with an evaluation of the performance of the existing system, since we are not starting from scratch.

There are a lot of assertions of varying challenges and failures of performance of the current system. And you can see from the discussions how wide-ranging it can get, and it may be very hard for all of us to get a control of this and for the OEB to figure out how to get a handle on it.

So we would love to see a proper evaluation of the performance of the current system against some of the challenges, so we can better scope where this process is going to take us.  Thanks.

MR. MATHESON:  Thank you.

MR. PEPPER:  Steve Pepper from the Ontario Society of Professional Engineers.

A key question is how does our regulatory framework best regulate the entire energy sector -- so that is electricity, gasoline, natural gas, thermal -- to achieve the government's climate change objectives?

MR. MATHESON:  Okay.

MR. FERGUSON:  Dave Ferguson, Integris Power Lines.

We are connecting DERs in our service territory now, but we have eight stations, none of which we own, and some of those stations are red zones, meaning we cannot connect -- we cannot connect any DERs to the traditional transmission stations that are set up now.

So there are physical constraints that need to be examined.

MR. MATHESON:  Just before you sit down, are there regulatory blockages that are driving that?

MR. FERGUSON:  A lot of this would go back to station design and available capacity.

MR. MATHESON:  Okay, thanks.  There is a Sli.do comment, and then we will take the next microphone.

MS. HUSHION:  The biggest problem is the fact that the government needs to break regulatory barriers, OEB Act 71, paragraph 3, definition of the word "distribution" is a challenge, again, with respect to some of the -- as defined in the regulatory framework.

With respect to the application of gas to embedded DER -- GA, sorry -- with respect to the embedded DER regulation.  Net metering across distribution grid, this is a big gray area with respect to DC grid ownership.

MR. MATHESON:  Next?

MR. MARTIN:  I am Glenn Martin from Infrastructure Energy.

Building on the previous question, I think there's -- given the complexity of DER integration to the grid, I think there is a pretty substantial challenge in front of the regulated LDCs in terms of upgrading the grid to be able to integrate and take full advantage of the ancillary services and other benefits that are brought to the grid by the DERs.

And because it is such a complex, financial, technical and regulatory equation, I think the regulator is going to be having to look at ways to incent LDCs, in terms of finding the most cost-effective solution for grid modernization.

MR. MATHESON:  Other comments?

MR. LUUKKONEN:  Paul Luukkonen with Customized Energy Solutions.

I want to make one brief comment not necessarily the biggest problem, but that this evaluation of DERs and how to approach quantified benefits should have a foundation in analysis in quantitative studies, and I just want to make sure that that is part of the consultation at some point.

I also think it might be beneficial at some point to outline the next major steps.  I understand we're here for three days and but I just want to know what we're hoping to get out of these three days, as well as the next steps.  That would be very helpful, at least for me.  Thank you.

MR. MATHESON:  As to the next steps, I am sure we can get somebody from the OEB to comment on that before the end of the day.  So that is a good one to follow up on.

MS. SIMMONS:  My name is Sarah Simmons with Power Advisory, representing the Canadian Solar Industry Association.

One of things that constantly comes up with the members that we speak to is managing the change of process itself, in terms of you know, ensuring transparency, so the customers that we're working with understand what their investment time frame is and understanding what the, you know, what change might be on the horizon when they choose to make investments in DERs or other solutions.

MR. MATHESON:  Okay.

MR. BROPHY:  Hi, I am Mike Brophy, here with Pollution Probe.

One of the items we didn't put in the deck, but it became top-of-mind as the discussion went on today, is enabling some of these changes to occur in the short, medium and long-term.

So, you know, it is likely that a lot of these are complex and bigger changes could be a year, two years, three years away.

But there is a lot of things happening now that are potentially shorter term fixes and, you know, if we can start segmenting some of the solutions and things that come out of here into the short, medium and long-term, maybe we could get some movement on some of the shorter term more immediately.

MR. MATHESON:  Okay.  Other comments?  Oh, there is a Sli.do one.  Stacy will read that for us.

MS. HUSHION:  An important issue, the lack of price signals to support DER in class B, no differential in class B pool as volumetric allocation strongly discourage active power cost management.

It exists for residential and for large consumers, but not most class B.

MR. MATHESON:  Okay.  Any other -- oh, yes.

MR. LADANYI:  Tom Ladanyi for Energy Probe again.

One of the key issues is who pays for what.  For DER integration, there will be some equipment that will be on the premises of the DR owner, that the DR owner might have to pay for, or should pay for.  And that would be some kind of vault protection equipment and so on.

Other equipment would have to be on the premises of the utility, of the distributor that is connecting the DR.

So we should make clear about how who is technically responsible for what equipment.  I don't think we have standards in the province at all for this.  I think each utility does on its own; possibly TSSA might be involved.

There are a lot of technical issues that will have cost implications that have to be dealt with before we jump into this.

MR. MATHESON:  Okay.  One of the things that is interesting about a list like this you have been generating is there's obviously a lot of different perspectives.

If you can say, you know, and mean it that the most important issue, or the most important issue to us is, and then have, you know, getting on for 20, 25 different perspectives, it certainly shows you the complexity of the issue and the substance of it.

One of the things I was asked to probe into was -- by the way, if you have things that you decide or that strike you as the most important issue as we go along, you can feel free to add it to the list, either in this session or if you come up to me, it is as easy as a yellow stickie.

But one of the specific questions I was asked to delve into was, is there a specific market failure, like, just delving more deeply into the market failure question, is there a specific market failure that should be the thing that we are the most concerned about, because if regulatory policy is used to replace markets, operating in their normal affairs, what is it?  Like...

UNIDENTIFIED MALE SPEAKER:  We have just dealt 11 terawatt hours of energy that we've paid for that we're not using and exporting to competitive jurisdictions to the detriment of our manufacturers and energy consumers, and of course a market failure is obviously the whole carbon emission and the ability to use the environment as a free dumping ground for carbon, which may be okay in the short-term, but in the long-term I suspect you will find there is a global tariff on jurisdictions -- products from jurisdictions that don't have carbon pricing.

MR. MATHESON:  Okay.  Other key market failures?

MR. ELSON:  Kent Elson, Environmental Defence.

One of the market failures I mentioned before is not addressing the benefits of DER through rate structures or otherwise.  The specific name of that would be externalities.  I think people think of different things when you're talking about externalities.  But if you are taking an action that is generating benefits or costs for someone else and that isn't reflected in the price of the action that you take, that is a market failure.  And so not accounting for the benefits of DER is one of the market failures that we would need to be addressing.

MR. MATHESON:  Okay.  I will jump to this mic and then come back to this one.

MR. WEIR:  Thanks, Ben Weir with the IESO.  I -- the easy one is that there isn't one.  Like, there is -- not that there isn't a market failure.  There isn't a market independently run at the distribution level through which buyers and sellers can transact.  That solves your valuing of DER services, it solves a certain proportion of your non-wires alternatives being bought by utilities.  It kind of fixes it -- not fixes it in its entirety.  There is obviously a lot of problems as exhibited at the transmission level.  But the fact that there isn't an independently run distribution level market is the big one, in my mind.

MR. MATHESON:  And so the solution would be to create one, or...

MR. WEIR:  Yeah.

MR. MATHESON:  Okay.  So create an IESO-like role for the DER market then?

MR. WEIR:  Right.  To be clear, not the IESO doing it per se.

MR. MATHESON:  No, no, I understand.

MS. GRIFFITHS:  So, hi, Sarah Griffiths again from Enel X, and that was the point that I was going to make, is that there is a reason why monopolies exist and there is a reason why monopolies exist in the utility system, and it is quite clear, and we all know why, but there is a reason now why certain items don't need to be under monopoly any more, because there are competitive developers out there who are willing to do this and the customers have choice.

So I think, you know, there's not, say, a market failure, as eloquently just stated, but more that a market needs to evolve.

And one does exist now.  It just needs to be enabled, and that is where the problem lies.

MR. MATHESON:  But is this what some people talk about the notion of market failure versus market immaturity, this notion of, there's not a mature market, so there's something that's evolving?

MS. GRIFFITHS:  No, I think there is just actually not a platform, a market platform.  So right now a customer can go out, and I am sure there is a few of my competitors in the room, and they can go to each one of us to find the solution.  And they don't need to go to their utility any more, the regulated utility, because there is a -- there's market forces out there who are willing to help them.

However, that next stage -- so I guess it is a market maturity -- because there is nothing enabled, they're just sitting there, as opposed to being able to offer into perhaps a distribution-type market, which I know some of the distributors have actually started to venture down that path.  So it would be really interesting to hear from the distributors on where they're going with those to see -- you know, to have that part of this discussion this week.

MR. MATHESON:  Okay.

MS. HUSHION:  And a comment from Sli.do.  Our silo approach to electrons and molecules creates a barrier to finding optimal solutions to meet energy demand, thermal mobility plug, with less environmental impact and at lower cost.

MR. MATHESON:  Okay.  And so it's just -- so basically, it is the silo approach to -- okay, next?

MR. ELSON:  John, just going to add one more -- Kent Elson, Environmental Defence, for people on the phone -- which is that when you have a monopoly, because you have a public good, you end up regulating there, and that can create incentive mismatches.

So I think flowing from the fact that you do have regulation over distribution systems can create incentives, and those incentives can be mismatched.  So I think that gets into why you might need to be addressing the incentives that monopolies have in order to ensure that you are achieving the most prospective approach flows from the essential market failure of having a public good.

MR. MATHESON:  Okay.

MR. CURTIS:  Yeah, Tim Curtis, Niagara-on-the-Lake Hydro.  I will be talking about this later this afternoon, but to us one of the biggest failures -- we talk a lot about customer choice and customer equity, but with respect to DERs, neither exists.  Customers are treated differently, depending on where they are and when they apply, and a utility can say "no" for a variety of reasons for them to have DERs.

So I think we're looking for guidance on -- which creates a whole bunch of separate issues, some of which are already on your board -- but how to create it so customers purely have that choice:  I want this, therefore I can get it.

MR. MATHESON:  We will look forward to your presentation.

We have someone approaching microphone number 2.

MR. SHEPHERD:  I just wanted to comment on two things.  First of all, this notion that the distribution utilities are gatekeepers but they're also under threat.  They're gatekeepers for their own competitors.  This is a problem.  And that that certainly has to be addressed.

But the other comment I wanted to make is something that Indy said and Glenn said, and that is the notion that a bunch of money has to be spent now to modernize the grid.

And I think at some point -- I accept the fact that the customers today are on the hook for stranded assets.  It may not be fair, but it is reality.  That's what's going to happen.

But it may be that at some point the utilities need to be told that your responsibility for current capital spending, if it becomes stranded, is going to increase, that you can't keep laying it on the ratepayers to build a 60-year asset today even though there is a high risk that it might be stranded.

So at some point the utilities have to start taking responsibility for that, and of course that is going to mean that they're much more cautious in spending that money.

MR. MATHESON:  Yes.

MR. KANCHARLA:  Hi, Sagar Kancharla from WSP Canada Advisory Services.

Just my comment is, the industry for a long time has been holding meter as the boundary line, and we have this before-the-meter, behind-the-meter solutions, whereas when you have this technology developments it doesn't really recognize meter as the boundary.  When you have solar rooftops, it is a generation delivery, and as well as a retailer as well.

So as an industry do we want to hold on to the meter as the boundary line?

MR. MATHESON:  Okay.  Other comments on the market failure?  Because it is helpful what you provided us with.

What I was asked to consider next was, having regard to the market failures or absence of markets that are out there, what is or should be the OEB's role in helping to either enable the markets or facilitating the orderly evolution and adoption, what should it look like for the OEB?  And if you have got a comment that relates to the last thing that's fine, you can be the last one of the old ones, but that is where I wanted to turn the conversation to.

MR. LUSNEY:  I think I can try to link the two.  It's Travis with Power Advisory.  I think one of the key market failures -- and Ben from the IESO kind of hinted at this and others -- but the Ontario hybrid market buyers very rarely exist in this market, and we therefore can't really have a market linking.

So for the OEB, I think one of the key questions is, customers are essentially buyers, but they're having proxies do it for them.  How should they enable those customers to start becoming much clearer buyers, both with the choice they want in what they're buying and in terms of value that they put on, that may be different than a centralized fee.

MR. MATHESON:  Okay.  Other thoughts on this?  To some degree, it is the big conclusion of the whole week, what should the OEB do.

But does it look like more regulation?  Or does it look like less regulation?  Or different?  Okay.

Anyone tending to different?

MS. LAKATOS-HAYWARD:  I’m Kerry Lakatos-Hayward with Storage Power Solutions.

I think the OEB has a really facilitating role in focussing more on processes that are going to help lower costs for customers, and also really get an infrastructure costs and that is things like non-wires alternative processes.

So before each major infrastructure upgrade, you know, the OEB should be putting in or mandating utilities to put in place these kind of processes, to ensure that all options are looked at.

MR. MATHESON:  Okay.  Who else has advice for the OEB?

MS. GIRVAN:  Julie Girvan, Consumers Council of Canada.  I would like to say no matter what happens going forward, that the OEB has to continue to protect the interests of the customers.  And if we're going to have evolving changes with respect to new technologies, that role is never going to go away.

MR. MATHESON:  A Sli.do comment.

MS. HUSHION:  Recognizing municipal planning and community energy planning.

MR. MATHESON:  That would actually make a good fortune cookie thing, too, I think.

[Laughter]

Feel free with the Sli.do.  You can type longer or more times to make it be more robust.  Any other thoughts on this?  I mean, it is an awkward forum for getting into something that is as nuanced this.  And to some degree, again, this is what we will be talking about for the next couple of days.

The other thing I was asked to sort of consider is building on the presentations.  You will recall -- I don't know we might be able to get it called up, the regulatory
-- are there other fundamentals that should be included beyond the three listed by the OEB; so market failures, risk award balancing, cost causation.  Are there other principles that should be included in the list of fundamentals, because a number of stakeholders have raised some additions and -- there they are there, I think.

MR. MONDROW:  It is actually about slide four.

MR. MATHESON:  I think one more.  So these were the additional ones that you were suggesting, the three that the OEB had identified were market failures, risk-reward balancing, cost causation.  But are there other general regulatory principles that should be included in the list?

I don't know if any of the folks that were presenting before want to kick that off.  That's fine.

We have somebody at the microphone.

UNIDENTIFIED MALE SPEAKER:  It might be implicit in the list already, but transparency around costs to the system.

If we're going to talk about how to properly value DERs and assess real costs, real transparency or transparency is required to assess what those costs are in the first place.

MR. MATHESON:  It is actually amazing that we could get this far into a meeting without -- I think that is the first time the word transparency has been used today, so it is a very good question because it is certainly an enormous theme in public administration generally, and certainly in energy policy.

Other guiding principles that were identified:  regulation only when necessary, customer protection,  acceptance that the sector may be disrupted, flexibility of regulatory paradigms.

Any other thoughts?

UNIDENTIFIED MALE SPEAKER:  I think there should be -- Alex [inaudible] Strategy.  There should be something towards timeliness and responsiveness as well.

Sometimes it has perverse effects on the whole regulatory process when there is not certainty in the time lines of rulings and so forth.  I there should be some stronger focus on that as well moving forward, especially as against the DER space.

MR. MATHESON:  Other thoughts?  Feel free to anticipate content you may be sharing in your formal presentations, just to sort of get these out on the table for people to be thinking about.

Are there any principles here that people don't agree with?  Like is there anything that is actually dangerous, wild-eyed thinking?  Crazy talk?  Unsound?  Imprudent?  Risky?  Inconsistent with an Ontario approach to how we do things?

MS. LAKATOS-HAYWARD:  Well, I'm a little bit slow, so I am kind of on the previous question.  Kerry again from Storage Power Solutions.

You know, I think an important regulatory principle --we've talked about responsive and timeliness, and just an adjunct to that is really having performance -- being performance an outcome base.

So one of the issues for distributed energy resources is interconnection timelines and ensuring and service levels, so ensuring that we have, you know, very rigorous processes and service levels, understandable service levels for our customers because that is important for them as well.

MR. MATHESON:  Okay.

MR. PEPPER:  Steve Pepper from the Society of Professional Engineers.

I think on the topic of stranded assets, I think we should really question whether there is a need to socialize the cost of stranded assets in the private sector.  Private enterprises, if their technology is made redundant, even though there may be economic life left into it, those equity providers absorb the cost of their stranded assets. And I think we're in a market now where a lot of technology could be rendered obsolete economically or technically, and I think we should really question hard as to whether the cost of that should be socialized or should be absorbed by individual players.

MR. MATHESON:  Okay.  I think I was on a fairly impressive run of different synonyms for things you do not like.  I am curious if that incited anybody to come up and take a look at it from the other side.

Any principles we have been kicking around this morning that actually seem wrong-headed, or things you would be mortified if the OEB picked up?  Or are we fumbling towards a kind of broad-based consensus here?

I know nobody wants to take Jay on, but Jay did throw a number of skunks into the regulatory breakfast table, so...

This could be either a sign of consensus or under-caffeination; it is hard to tell.

I think if we were to do a quick summary of where we have been here, what you would see is that there is a fairly diverse set of ideas.  But there is kind of coalescing around a number of key guidelines and principles.

I think one of the things that is great about putting them on stickies is we can move them around and group them.

One of the things we will try to do over the course of the break is to try to sort them out into sort of themes, cluster them together a little bit.

You are welcome to add thoughts as the course of the day goes on.  Just come up and grab a sticky and we can add them to them, because the idea is to get to the right place, in terms of ideas.

And do bear in mind that by doing it this way, we're trying to facilitate both finding out what you like and what you don't like.

So there will be lots of different ways, some which may seem, you know, less threatening than the way I was posing the question a few minutes before the lunch break.  But what is really important is that we find out what people are thinking.

Is there a comment from Sli.do?  Yes, go ahead.

MS. HUSHION:  If utilities are so concerned about stranded assets, why are their requests for capital so high?

I try to keep a neutral voice with everything, so don’t read anything into the sound of my voice.

[Laughter]

MR. MATHESON:  Okay.  Any other thoughts?  Here we go.

MR. BROPHY:  Mike Brophy with Pollution Probe.  Two other things that come to mind that -- probably in people's mind but haven't, I think, been stated.  I would just like the transparency and timeliness comments, is reliability and safety.

It would be interesting -- I think IESO is going to present on day 3, and I am not sure if they're talking about how that all comes together to ensure that the lights stay on, but, you know, those are certainly things that we enjoy as consumers when we flip the switch, that the lights do turn on.

MR. MATHESON:  Okay.  Yes.

MS. SIMMONS:  Sarah Simmons again.  This is something that we will bring up a little bit later, tomorrow, I guess.  The comment was with respect to regulatory simplicity, and I think CanSIA and others have suggested that we should put an emphasis on understandability and ability to action on them are addressable by customers, so not just about simplicity, but that those -- that it sends a price signal and it should be understandable and addressable by customers.

MR. MATHESON:  Okay.  Any other thoughts?

So just by way of a conclusion of this session, because we are about on time right now, I think what you can see is the intellectual challenge that is posed by the structure, and the analogy that was coming to mind as I was looking at the agenda is it is almost like if you had one of those children's balloons that is actually really an interesting shape, and you blow it up one breath at a time, right, and so it takes a little bit more form each time until finally you figure out whether it's a dolphin or Mickey Mouse, right?  But when it starts up it is just this small yet unfilled thing.

So we have nine different sessions of your presentations, plus two by people who are consultants to the OEB.  All of those are going to some degree cover the same terrain.

So this one obviously and this discussion we focused a little bit on the fundamentals of the market.  There will be presentations for the rest of the next two days that will further elaborate on that.  And as we blow more into the balloon it will become more and more visible what the total shape of what it is that you have to contribute to that picture.

Similarly, this afternoon we're going to be focusing 
-- we'll have three presentations by Hydro One and by the Canadian Manufacturers & Exporters and by Alectra, and in the discussion afterwards we will focus on the role of the utility, and we will try to dive a little bit deeper into that.

And again, just like the role of the utility has come up a bit this morning, we will dive deeper and try to focus on that in this afternoon's one so that we're not always having exactly the same conversation every time, because you would swiftly be getting out the knitting needles and sticking them in your eardrums rather than having that happen.

But in the conversation this afternoon that is where we will focus it.

Is there anything else on Sli.do that we need to respond to?

MS. HUSHION:  Not at present.

MR. MATHESON:  Not at present?  Okay.  So there is -- we can reconvene at 1:00.  You will have about 55 minutes.  Obviously there is lots of food choices in the area.  It is Yonge and Eglinton, for heaven's sake.  But unless there's any final comments we can stand adjourned until this afternoon's sessions.  Okay?  Thank you.

--- Luncheon recess at 12:11 p.m.

--- On resuming at 1:06 p.m.

MR. MATHESON:  Welcome back to all the folks in the room and welcome back to folks on the phone.  Is there anybody who has just arrived for this afternoon and wasn't here this morning, present in the room?

Okay, perfect, so I don't have to go over any of the basics again.

I just wanted to show you -- we're going to get started in a second.  Just one of our panels is just getting ready.

But I just wanted to show you how it turned out when I kind of processed your notes from the session this morning.  What I did was I sorted them by theme.  I tried to impose a series of themes across the top, and you will recall the yellow ones were from the first component of the conversation.  The orange ones were from the second, and the pink ones were from the third.

What you will see is they broadly came under the headings of infrastructure, challenges around levels of spending and the horizon of spending, red zones and the optimization of existing assets, and obviously a lot about stranded assets and potentially changing the approach to stranded assets.

There were comments about macro policy issues, like power dumping and carbon pricing.

There were obviously lots of conversations about competition in markets, the absence of a market in regard to DERs, and how, you know, in the absence of markets, you don't really get the kind of market signals you need.

There were questions about policy coordination and the challenges that that creates if you aren't fuel neutral, or if you have different policy swings that subsequently -- you know, people make investments based under one policy regime, the policy regime changes and the desirability that the OEB should protect investments that were made under previous policies.

There was a number of questions ultimately about priorities and balance as between the so-called three-legged stool, with a focus typically on cost.

There was some comments about technology, how the meter is no longer a real boundary.

Obviously several about what I lumped together under process and time.  The desirability of having quantitative analysis and then fact-based regulations, performance based regulation, transparent regulation, timely and responsive regulation.

There was some comments about the consumer and the overarching need to protect the consumer.

There was some about the role of the LDCs, and then some other observations about the role of the OEB.

So as you can see, your comments were pretty good microcosm of the next 3 days.  But we will make sure that we cycle through the various aspects of that over the course of time.

And again, certainly feel free.  We will be adding to this list and to sub-lists that we do arising out of different meanings in the course of this.  So this is meant to be like a running open list or ticket list, so we can make sure we can focus the conversation.

Without any further ado, perhaps I can call upon our second panel.  We have three different presentations.

The first is Frank D'Andrea and Henry Andre from Hydro One Networks, who will be speaking about considerations regarding the scope of consultations.

We have Indy Butany-DeSouza from Alectra, who will be speaking about utility remuneration and responding to DERs putting customers first.

And then Marc Brouillette and Alex Greco from the Canadian Manufacturers & Exporters, CME's response.

So over to you, and we will look forward to the questions and conversations.
Considerations Regarding Scope of Consultations, Mr. D'Andrea and Mr. Andre:


MR. D'ANDREA:  I will kick us off.  Good afternoon, everyone.  My name is Frank D’Andrea.  I am the vice president of regulatory affairs and chief risk officer with Hydro One.

I am joined today by my colleague, Henry Andre, who is the director of pricing and rates, and we're here to give a presentation on Hydro One’s views on DERs and utility remuneration.

Ian had the unenviable task this morning of going first.  I have the unenviable task of going right after lunch, so I think that is a bigger challenge.

So DER experience.  DER is not necessarily new.  We have been doing this for a while, and I just want to give you some context.

The DER experience in Ontario currently is about the distribution and generation capacity is about 20 percent of the transmission system peak, so not insignificant.

We already have a substantial amount of connected distributed generation.  So 65 percent of the total distributed generation is connected to our system, and over 1,300 -- that should be qualified, large generation facilities are connected to our distribution system.

We also have 15,000 small microFIT facilities, which are also connected to our distribution system.  So you know, we heard Richard this morning talk about what is the definition of DERs.  We also rope in the small microFITs to that.

You can see by the pie chart there about more than half of that is solar.

So in terms of the Ontario context, one of the things that we approach this is when you come up with a solution of DERs or remuneration, it really has to be specific to the objectives and policies in Ontario.

What we've done in this chart is really try to show a little bit -- again with DERs being present for a while, the then and the now.  And then I would view it more in terms of public policy versus today where we're focussing on DERs in terms of economics, and economics from the perspective of the customer.

So then, if you look at DERs, we're looking at the Green Energy Act and really driven by government policy direction.  So we're going to phase out coal; let's bring in more renewable generation.

Then in the Distribution System Code, there’s incentives there to encourage that distribution energy resources.  Today we are looking at a system where it is more largely driven by the customer and customer choice.  We heard this morning, you know, Richard was saying about enabling the customer and giving the customer confidence in the system regarding distributed energy.

So it is moving beyond the traditional wire solution, looking at things like wind and solars, but as Jay mentioned this morning, we know what we know today, there may be new technologies.  So it is important to have a real good grasp of what we mean by distributed energy resources.

Of course, utilities such as ours are considering distributed energy resources as an alternative.  So if you were to go back to our transmission case, our 2017-2018 transmission rate case, we looked at an alternative solution around storage for rural community around Anwaatin and there was this real debate or not of whether we could recover the costs, even though it made good sense.  So rather than building a second line, we looked at storage as a solution to remove the amount of outages this community was facing.

So we put it in front of the OEB and it was largely uncontested, because it made good business sense.  But again, there was this uncertainty around recovery for the utility.

In terms of utility remuneration, we looked back then and we had the renewed regulatory framework, and that was what we call the transition to an outcomes focussed regulation.  And of course, there is the introduction of the different types of regulation and the 5-year incentive cycles.

But if you look at it today in the context -- Jay talked about, well, at some point, utilities have to be on the hook for that spending.  But even if you think about a 5-year distribution system plan, where we're committed to that -- and again I use the Anwaatin as a good example -- things will change.

So how do we accommodate that?  How do we build in the flexibility to encourage utilities to look for those less expensive options?

We make a point there about proliferation of the DERs looking at outcomes.  So, you know, I heard Jay say value in the outcomes.  So we know what the outcomes were under the renewed regulatory framework, but things are changing now.

So what are those outcomes we want out of the new system.  As the distributed energy resources come aboard, as customer choice becomes more prominent, what are the outcomes we want to look for. We should take a look at that.

I took a look at that in the context of encouraging utilities to look at those less costly solutions in terms of DERs.

Then finally we talk about rate design and cost shifting.  So this morning we heard a lot of discussion about cross subsidization, and one of the things we want to be careful about is cross subsidization as DERs come on to our system.

I would just like to touch upon the principles that were espoused by the OEB staff, and then Henry will give some more detailed comments around our DERs and our utility compensation comments.

So again, going back to the four espoused by the OEB, and Jay talked about an additional four.  But I think my comments will largely touch on those.

In terms of economic inefficiency in performance, while we largely agree with it, I think the one missing piece here -- and I heard Colin say it this morning -- is that we need to consider the system needs with reliability.

So we need to include a reference in there about reliability and safety of the system.

In terms of customer focus, we're largely aligned. I talk about the four Cs:  customer cost, customer choice, customer control and customer confidence.  So again it is enabling the customer.

Stable yet evolving sector.  We know that the system is going to change, we know the sector is going to change, so we need to be adaptable to different business models.  But we also have to make sure the utility earns a fair rate of return, whatever that model looks like.

Then finally, in terms of regulatory simplicity, we talk about regulatory frameworks derived through evidence based decision making.  What we mean by that is we have to look at the facts and circumstances specific to Ontario While it is it great to look at New York and TOTEX and California, we have to make sure the solutions are specific to Ontario.

Then where there are barriers, we have to understand why those barriers are there.  If they're there for a reason, then we have to understand that.  If they're barriers, an impediment, then how do we work around getting rid of those barriers?  And then finally, a topic we touched on a little bit upon this morning in terms of regulatory oversight and competition.

If there is competition and it is appropriate, then I think the level of regulatory oversight should be pared back.

Those comments, and I am going to pass it over to Henry.

MR. ANDRE:  Thanks, Frank.

Good afternoon, everyone.  So Hydro One, we've kept, as you see from our presentation, the comments at a fairly high level and geared to what we thought the scoping paper should address.

When we looked at it there were a number of comments that we thought applied to both consultations, so I will deal with those first.

The first one is one that there was a lot of discussion around this morning, and that is, you know, having a defined problem statement that each consultation is intended to resolve.

A clear problem statement is obviously critical in our view to focusing the objectives and issues that are going to be addressed as part of this consultation.

You know, Ian -- a comment that Ian made about the consultation needing to be responsiveness but not at the expense of robustness, don't disagree with that, but I think there needs to be that balance.  You know, if you don't have the balance I think there is a potential to get a creep in scope that is going to prevent you from reaching conclusions around what needs to be done in a timely manner.

In terms of stakeholder engagement, I think stakeholders -- kudos to the Board for this process in terms of getting some initial thoughts about what the focus should be on the scope, but I think stakeholders need to understand what the Board's plans are for consulting with stakeholders as we move through the process.

We don't want to -- stakeholders don't want to be presented with something that is already gone so far down the road that it becomes difficult to maybe change direction and pivot, and we also wonder whether the -- this consultation is about finding a resolution to the issues that we identified, or given, you know, the broad range of issues raised in this morning's presentation, including, for example, Jay's very fundamental changes to the industry, whether that is the intent of this presentation or perhaps as part of the scoping paper the Board could identify certain things that are -- merit revisiting and having a look at but not necessary as part of this presentation -- or as part of this scoping paper.

Finally, the scoping paper in our view needs to have a plan for how the work of these two consultations -- and it is not something I have heard so far, but I expect we will hear from others as we move forward through this process, in terms of how the work on these consultations are going to be coordinated with a bunch of other presentations that are ongoing.

The OEB's obviously got its DER connection review that it is working on, and it has got other consultations such as the commercial and industrial rate design, activity and program-based benchmarking.  These are all things that touch on remuneration and DERs responsiveness.

So how is the OEB going to make all of those work together?

Then of course the IESO has also announced in its white-paper series a number of consultations related to DERs, and so we see the significant -- a significant potential overlap among these various consultations, and we can't ignore that in the scoping of these two consultations.

Some other things that we think need to be kept in mind as we talk about developing the scope of these consultations is we need to include consideration of the impacts upstream of the distributor's physically connecting the DERs, so I think all of the discussion so far has focused on what it means to the distributor in terms of connecting distributed energy resources, but, you know, Ontario, unlike many other jurisdictions, we have separate companies for generation, transmission, and distribution services, so in those other jurisdictions the introduction of DERs and what that meant for their systems was probably looked at holistically and, you know, with transmission and generation and electricity supply all taken into consideration.

Here in Ontario, given that those are all three separate companies, I think you need to take those specifically into account.  So you need to explicitly consider the impact on upstream distributors because, as we know in Ontario, there's significant amount of embedded distributors within host distributors, Ontario Hydro -- forgive me, Hydro One, as you know, has -- that's a throwback, hey?  Hydro One alone has over 20 distributors that are embedded within the system, and other distributors also have -- act as host distributors.

So the impact on them as a result of their embedded distributors connecting large numbers of DERs needs to be taken into consideration, and then of course the impact on the transmission system, which is even further upstream, needs to be taken into consideration.

A simple example in terms of taking upstream impacts into consideration is something that probably doesn't apply in other jurisdictions, but as many of you probably know in Ontario, 100 percent of transmission revenues are collected from purely volumetric charges.

So if you have a high penetration of distribution-connected DERs or, you know, individual customers who connect significant amount of DERs, that's going to result in a reduction of costs for some customers and a potential cross-subsidization of costs among other transmission customers under the current transmission rate design, so that is something that needs to be considered.

And similarly a host distributor.  The charges that it applies to its embedded distributors are also largely tied to volumetric charges, so the same issue with potential cross-subsidization of distribution costs for host distributor also exists.

We also noted that the issues to be addressed by the consultation are going to be very different if the focus is on enabling DERs from meeting customer needs, which a lot of the comments are around, versus having DERs play a role in meeting Ontario supply mix and meeting the reliability needs of the distributor.

So we believe it would be helpful to identify a vision for the role that DERs will play in the electricity sector as part of defining the scope of the consultation.

We also urge the OEB to keep front of mind that it must not take actions that create the perception that Ontario is an unstable -- or has an unstable regulatory environment when compared to other jurisdictions.

This is going to negatively impact our utility credit ratings and it is going to lead to higher borrowing costs that will ultimately have to be borne by customers.

Looking specifically at utility remuneration, I think one of the things we struggle with is that remuneration can mean many things to different people.  So it is unclear to us what aspects the OEB intends to review in this proceeding.

You know, is it the derivation of revenue requirement, is it looking at performance incentives, is it looking at what needs to happen to derive and promote innovation, is it going to be looking at rate design changes, so all of those elements can be part of the issue of remuneration, and like I say, it is unclear which of those the OEB is thinking of focusing on, and also how the remuneration fits in with the renewed regulatory framework that is currently in place.

I think a comment was made this morning by Vince from the OEA that, you know, we need to look at the current regulatory framework and have a good thorough assessment of what is it about that regulatory framework that needs to change.

So in terms of a potential problem statement, from our perspective we see it might be as simple as whether the original revenue -- RRF, renewed regulatory framework, objectives and policies, whether they need to be revised in order to accommodate the expected changes in the industry and drive continuous improvement in terms of cost efficiency, you know, in the regulation of entities in Ontario.

And if so, if the renewed regulatory framework does need to change, how does it need to change?  And it may just be tweaks in a couple of areas or it may require wholesale changes to certain elements of the renewed regulatory framework.

In terms of objectives to be achieved, among the specific objectives we see is we need an improved alignment between incentives provided under the existing rate-setting framework and the desired customer outcomes.

An example of what we mean by this could be moving away from, you know, something that we have seen quite recently where the focus is on whether a utility is delivering on its proposed capital plan on a project-by-project basis and instead focusing on whether the utility delivered on the customer reliability and safety objectives of its capital plan.  If that can be done through the use of non-wires alternatives that displace the need for capital, then that is the right decision that the utility should be making.

Another point is if the OEB truly believes that there are benefits to integrating more DERs, then they must find a way to incent and reward the adoption of innovative solutions that's going to permit that to happen.

That could mean providing utilities greater flexibility to make investment decisions that minimize costs.  For example, making the utility indifferent as to whether it should spend OM&A dollars or make a capital investment, if it sees the same outcomes for customers.

There is an example right now.  You know, Hydro One has some very long rural feeders, where the customers connected to those long rural feeders are experiencing bad reliability in terms of outage durations, and you know, our asset managers have told us there is some non-wires alternatives that they could put in place that are less expensive than upgrading the complete feeder.

But it is not clear to them whether, one, whether the existing regulations will even allow that to happen, and, two, if they do, is Hydro One going to get challenged at its next rebasing hearing as to whether those costs were proper, and so are we going to be able to recover those costs?  Those are real issues that our planners are facing right now.

In the interest of time, I won't spend a lot of time on these specific problems because they tie very much to the objectives I was just referring to.

But I would highlight one and that is that whatever comes out of this consultation, if it involves significant changes to the remuneration framework as it exists now, then the Board is going to have to think about what it means in terms of implementing those changes to the remuneration framework, particularly given that we have 5-year rate cycles and the time that it's going to require to adopt those material changes into our business plans and our capital spending plans.

In terms of responding to DERs, as I have indicated previously, it is important to have a vision for the electricity industry and the role that distribution utilities will play.

Because whether -- if a utility is simply a facilitator of customer-driven DERs, or whether it is responsible for procuring, owning or operating DERs, the kinds of impacts on regulatory changes that are required to things like the transmission and Distribution System Code, the Affiliate Relationship Code, not to mention legislation and existing regulations.

All of those changes will depend on what you see as the vision for how DERs are going to -- you know, the role that DERs have to play in the province, and the role that distributors have in terms of connecting and owning and operating those DERs, if that is the role.

We need the current regulatory framework -- or we note the current regulator framework subsidizes the cost to connect renewable generation, and that is consistent with the previous government's policy, as Frank mentioned, to encourage and support the development of green energy.

The OEB needs to clarify if those subsidies are still appropriate in the context of DERs, or do we need to go and revisit the distribution system code.

Likely going to -- something that is likely going to be raised by many stakeholders, and that the OEB needs to address head on, is, as I mentioned before, the overlap between this consultation and the DER Connection Review, and the IESO consultation on DERs.

Finally, given the number of DERs consultations currently underway, we believe it is important to establish a clear definition of DERs.  I think in this morning's presentation, a few possible definitions were already proposed.  But in terms of what's relevant to this particular consultation and what's going to be relevant to the DER connection review consultation, I think we need a common understanding of what DERs means in the context of these consultations.

The potential problem statement that we see, because as I said, I think it is important for each of these consultations, it is clear what the intent of the consultation is.  With respect to DERs, one potential statement is how should the regulatory framework and the role of utilities change to ensure that the integration of DERs provides the choice customers seek, and results in the most efficient use of grid resources without negatively impacting the safety, reliability and cost of service to all other customers connected.

I think that was raised this morning as well when we were trying to define the problem that, you know, there are some customers that either will not be able to leverage DERs, or don’t want to leverage DERs and, you know, we don't want to enable and facilitate the connection of DERs at the expense of the costs that other customers have to bear.

In terms of the objectives that we think the responding to DERs consultation should look at, clarifying and determining the roles that utilities will play in operating and dispatching DERs, and that will-- you know, the decision you make on that is going to influence the full scope of this consultation.

Determining the appropriate scope for the ownership and rate recovery of utility-owned DERs, if that is the direction that we see this going on.

Clearly defining the obligations that utility has to DERs owners and vice versa, particularly if utilities have a role to play in terms of operating and dispatching DERs and it is not just about facilitating customer owned DERs.  We fully support customers having the choice to install DERs for their own purposes, but we must ensure that we keep all of the utility's customers in mind.

So the full costs and benefits of connecting DERs must be considered, if we are going to limit the cross suggestion of costs between customers.

This includes costs related to connecting new DERs and costs associated with the potential stranding of existing infrastructure, which we agree can be an issue.

Hydro One does believe in the importance of data Transparency, both in ensuring utilities have transparency on the DERs connected to their systems and third parties have a transparency of the potential system needs.  So we see a role for utility identifying where those needs are that maybe third party DERs providers can meet and service.

Then as I mentioned before, we absolutely need a clear definition of DERs to ensure a common understanding.

Again, the specific problems to be addressed, they tie directly to the objectives that I just laid out, so I wasn't going to go through those in detail.

But I think one that is worth re-emphasizing and restating, and it is something that may not necessarily come up when you look at other jurisdictions and try to leverage the experience of other jurisdictions, is this need to ensure that upstream impact on transmitters and host distributors are considered in defining the scope of the consultation.

Finally, in terms of summary, our key messages are:  Make sure any jurisdictional reviews consider the applicability within Ontario's context.

Make sure that the proper problem or issue to be addressed by these consultations is clear in order to avoid scope creep that will inevitably bog things down.  Make sure the scope of consultations specifically considers the upstream impacts.

Utility remuneration consultation should seek to improve alignment between incentives and outcomes, and afford utilities greater flexibility to minimize costs for customers.

Then finally, determining the role of utilities in DERs in meeting customer and system needs is a fundamental issue that is going to determine the appropriate obligation of utilities to DERs owners, as well as the obligations of DER owners to utilities.

That is our presentation.
Utility Remuneration and Responding to DERs, Putting Customers First, Ms. Butany-DeSouza:


MS. BUTANY-DeSOUZA:  Here I thought I was going third. The agenda is wrong, or the slide is wrong.

Good afternoon, everybody my name is Indy Butany-DeSouza.  I am vice-president regulatory affairs at Alectra Utilities.

On behalf of Alectra, I want to thank the OEB for the opportunity to make comments today.  Thanks to Kerry, Rachel and Lenore for shepherding this process thus far.

And to other OEB staff and Board members who are in attendance today, I think it is very valuable that you are here listening to the comments being offered by a variety of stakeholders on this very important consultation.  And as a side note, I have a new found appreciation for what it feels like to sit on this side of dais, looking out at everybody.

Let me start with the shameful plug about Alectra.  So Alectra serves nearly one million customers across 1,800 square kilometres of service territory, spanning 15 communities across Ontario.

Alectra owns, maintains, and operates approximately 6,600 kilometres of overhead primary distribution feeders and over 13,000 kilometres of underground primary distribution circuits.

Alectra's comments are intended to lead to outcomes that, as ICF has put it, ensure cost-effectiveness for customers, enable customers to choose innovative technologies, and enhance the customer experience and create value for customers.

Before I get into the agenda slide, early this morning we talked about what the problem statement is.  And so over the lunch break I have been considering what that problem statement should be.

One of the problems that I see, that Alectra sees, is that distributors have a responsibility to serve customers.  Right now distributors are restricted in the types of technologies and investments that we can make in order to serve our customers.

So the issue is whether these restrictions continue to be appropriate.  I think this is a comment that my colleagues from Hydro One were touching upon as well.

The answer, at least in our view, is not necessarily to delve knee-deep into the theory of market failure, but rather who is going to optimize the system for the benefit of distribution customers?

The market will not do that.  The market is concerned with profit, not optimizing distribution system investments. And it is only distributors that are regulated by the OEB and meet the OEB's public-interest goals.

The responsibility for distribution system operators is to provide the platform that enables access to the network and the market while achieving the objectives of safety, reliability, and cost-effective delivery of electricity for all customers.

The electricity system is at a critical point in its evolutionary journey.  DERs have the potential to significantly and materially impact distribution system operations in the future, a point that has been explored and articulated well this morning.

While they hold the potential to provide a variety of benefits, including potential energy savings, greater reliability, and resiliency to system operators, they also have the opportunity or potential to be disruptive to utility planning and design, system operations, utility remunerations, and ultimately customer rates.

Alectra is pleased that the OEB is moving forward with this policy consultation, and we believe that the discussions and debates that follow will be amongst the most critical issues that the OEB has addressed to date and will set a path for the future of Ontario's electricity system and energy system, frankly, for years to come.

As the Board considers how to frame the issues related to utility remuneration and the response to DERs, Alectra believes it is important to first consider the first principles that should frame the context both for the establishment of these issues and the ensuing discussion and debate.

My mic is totally in the way of the slides.  Okay.  Key principles.  So to begin with we believe that it is a good idea to establish just what is meant by DERs, and I think, depending on the perspective that you take or the angle at which you approach this question, that may be a different consideration.

So I will thank my peers at the IESO for the diagram or the figure that you see on the slide in front of you.  The IESO describes DERs as electricity-producing resources or controllable loads that are connected to a local distribution system or connected to a host facility within the local distribution system.

DERs are any installation that could impact the supply or demand for electricity in the network.  It can include active DER where power is generated and supplied to the network or passive DER that responds only to current and certain conditions.

It can include resources that are used to lower energy consumption, such as the use of energy efficiency as one alternative, or to redistribute demand; that is, demand response.  And they can be fixed in nature or of course mobile if they were electric vehicles.

In addition to the significant value that may be derived from DERs, they also have the potential to disrupt the modern power system.  As a result, we believe that we need to consider this question holistically and be careful as we move forward in this framework.

Of critical importance in establishing the policy framework will be to derive a common understanding of the costs -- of how the costs and the benefits are viewed, and this was a point that we had some discussion or comments around this morning.

Customers will evaluate costs and benefits of participation on their merits as they see fit.  However, in Alectra's view it is essential that these costs and benefits also be measured from a system-wide perspective.

In this context, it is the value created for the system as a whole that should be measured, not just the benefits for those customers who choose to or more importantly are able to participate.

The electricity system and the regulation of that system will continue to evolve.  It is important that we develop a policy framework that will endure for the benefit of all customers.  We need to plan that framework such that it is able to withstand changing politics or programs and priorities.  We may have seen a little bit of that as of late.

Today's policies may not be in place in the future.  Planning and designing a distribution system takes -- must take a long-term view, and the policy framework that we put in place must be able to support this.

Distributors often make investments to ensure that infrastructure will be available for 20 to 30 years or even 40 years.  The policy framework cannot be such that it should penalize decisions made today simply because we don't know what is not knowable at this time.

The timing of planning matters, investments today are intended to address known issues and are based on the best available information.

We recognize the importance of maintaining a viable and integrated grid.  Scale economies of the central grid provide value and benefits.  Infrastructure needs need to be able to provide base-level service to all customers, and the grid can potentially act as an enabler of transactions or exchange.

We believe that the grid will continue to remain of critical importance in the future.  It will continue to be the construct where physical infrastructure and market signals can come together to transact.

I believe that there is one thing that as stakeholders in this room we should all be able to agree on, that the future is uncertain and that we are in a time of change, and by way of example I offer that usage patterns and customer needs may change.

Total system usage may increase, and I know that that is a point that has been advanced or put to Alectra on occasion, electrification, EV adoption, or it may decrease.  We have seen strong decline -- as utilities we have seen strong declines in average customer use.

Further, the recent removal of CDM will reduce spending on energy efficiency and technology solutions.  It is this uncertainty that places all customers of the distribution system at risk.  Today's issues and capacity constraints cannot be put off.  Necessarily, the choices that are made today will most likely impact the opportunities that are available to us tomorrow.

Investment alternatives and the optimization of assets and the needs of the distribution system may change based on the choices that we are now making.

With this context in mind it becomes increasingly important that distributors today focus on right-sizing and planning for flexibility as much as is currently possible.  The policy framework should not lose Sight of these inherent challenges that distributors face.

Another key ideal that should underpin the development of the scope for this review should be the adherence to regulatory principles.  These principles govern the behavior of all regulated bodies.  A number of those key examples are on the slide in front of you, but in the interests of time I won't run through each of them.  Rather, I will focus on the very bottom bullet.

As expressed by London Economics Group in their -- in their paper or slide presentation that was circulated, the idea that regulatory principles guide the framework for facilitating DERs was central to other jurisdictions' -- other jurisdictions' review.

For example, in RIO, the PBR model underpinned by a focus on TOTEX, the multi-year plans in New York augment cost of service by adding outcome-based incentives, and California DER policy considers rates and tariffs planning, wholesale market integration, and interconnection.

Those are just three jurisdictions that have at least most recently been explored by the paper the consultants have put forward.

In terms of responding to DERs, key principles that we have identified are closely aligned with the summary of issues that has already been identified and circulated by OEB staff.  Consumers must come first.  We cannot lose sight of fundamental regulatory principles.  Effective DER integration is critical.  The utility business model will likely evolve.  And work to support sector evolution must be coordinated.

And I will pause on that coordination point because, as we see it, if we were to put up a web diagram or a schematic of the number of different consultations currently underway that touch on this topic, I can't even begin to quantify the amount of dollars and time that is being spent on this very topic.

It all seems, at least to our minds, uncoordinated, whether it is the government, the IESO, the OEB, and then if I pause at the OEB, the OEB in terms of this consultation and the OEB in terms of the DER connection consultation, it is a number of things happening at the same time.  It definitely puts a very fine point on the importance of this topic, but the lack of coordination is unsettling.

I am sure it is unsettling for others in this room, because everyone is impacted, but when you consider that it is the distributor that is regulated through this process, being able to effectively respond in terms of these consultations will lie to us, and it is a matter -- from a distributor perspective, it will be a matter of compliance.

We have stressed the point about assessing system-wide costs and benefits because in Alectra's view, distributors are the only party who will be able to view the system as a whole and still ascertain local needs, including both capacity constraints and over averages.  It is on us to address those constraints and deal with the overages.

As a result, distributors recognize the need for information and its importance to unlocking value. ICF pointed out the need for greater access to data to facilitate the adoption of DERs, and in fact it is data that is the second -- probably the second-most talked about or consulted on topic today.  What do we do with the data?  Who gets the data?  Who has access to data?  When do they get the data?  How do they get the date?  Do we make it transparent; what does transparent mean.

From that perspective, as a result, distributors recognize the need for information access and for monitoring and protection for new control room functions related to voltage and power factor requirements.

For the ability to forecast load and DER impacts to load forecasts, for distribution planning and asset management.

And similar to Hydro One, our system planners tell regulatory, tell me on a daily basis that they need to be able to plan the system.  They need to be able to use new technologies, new opportunities exist and yet the options are wires and poles.

So from this, several issues arise.  What access should be provided to which parties, and establish the need and the value of such.

And what should be available to third parties for customer offers, available to distributors to understand system impacts and optimize DER assets for the benefit of its distribution customers.

Turning to utility remuneration, in Alectra's view, the critical question to be answered is what role should distributors play.  Should distributors be prevented from deploying DERs to increase distribution system benefits?

And there is an opportunity there as to whether the distributor is an owner or a contract manager or both, or neither.

There is also the discussion of the Affiliate Relationship Code, as has been touched upon earlier today. And while we may not all agree on what those changes to the Affiliate Relationship Code need to be, the fact is that the ARC was developed, I will say a long time ago, and in the context of a very different market, certainly not the market that we have today and not the market that we expect that might evolve in the future.

So with the recognition that the ARC is out of date and requires modification, there needs to be a focus on enabling customer choice, and that doesn't mean that enabling customer choice is to the disadvantage of distributors, reflecting customers changing needs or requirements and allowing customers access to information, information sharing to facilitate the solutions development.

The framework should be designed such that distributors and their customers should be neutral as to whether distributors build or contract for a solution, and the no harm principle should be adopted to encourage innovation.

As the proliferation of DERs continues and expands, one thing is certain that may have implications not just for operations and investment, but also access to capital markets. The adoption of DERs changes distributor's risk profiles.

Wrapping all of these considerations into an issues list for this consultation, as you can see on the slide in front of you, there are a number of issues to be considered and though it's been put forward earlier today as we were bandying around some of the key issues or top-of-mind topics that should be discussed, regrettably, Sara, I don't agree we should be taking a poll.

I think we're too early in this consultation to be ranking these issues.  As you will see on my next to next slide, there is a ways to go in this policy consultation and that we need to keep an open mind and all of the issues at the forefront, particularly at this early stage.

So finally on the process going forward, while the paper that the OEB staff had put forward did not ask us about the process going forward, I feel it is important to place some emphasis on the fact that you will see from the number of people in attendance today and over the next two days and listening live on the phone, we all believe this is a very important topic.  And so therefore a black box approach is not the one to take.

We are interested, we are engaged, and we want to be part of the process going forward.

We have every confidence that the OEB will be able to put together a comprehensive list of issues arising from the stakeholder input that you have received already.  I am sure a paper isn't already written.  You have so much coming at you over the next three days, I think it will be like drinking from a fire hose.

We would like to make a very important point, though, and that is that the form of consultation is equally important.

We would like to see, and Alectra is eager to participate in meaningful industry dialogue.  This shouldn't occur, in our view, through an endless paper cycle of issues being submitted and comments received with another document being thrown back out at the sector.

We would like to see the coordination between agencies and stakeholders among other policy consultations, as I have already touched upon.  And very specifically, Alectra would like to see the formation of a working group or a number of working groups to delve into the number of specific issues that are being raised here today, and to recommend or advise views to the OEB.

Finally, the OEB should schedule a series of check-ins and technical conferences.  I think you heard Alectra and potentially the OEA advance the notion of FERC style technical style technical conferences.  We believe it is important that we have ongoing dialogue and while I won't call it hot-tubbing -- because I have different visual image of what hot-tubbing of people together looks like -- I do believe that an interaction among key stakeholders is actually how you are going to get the debate happening and the issues run to ground.

I offered what the problem was at the outset, and I have been looking ahead at CME's slides and as they get to the slides on benefits, I would draw your specific attention to that slide and point number 2, because I think that actually nails what the problem is and how we need to solve it, particularly from a distributor's perspective.

With that, I will conclude Alectra's comments.  Thank you.
CME's Response, Mr. Greco and Mr. Brouillette:


MR. GRECO:  Good afternoon.  Can every one hear me?  Well good afternoon, everyone. my name is Alex Greco. I am the director of manufacturing policy at Canadian Manufacturers & Exporters.

Joining me today is Marc Brouillette from Strategic Policy Economics.  Marc is also our special energy and environment advisor with the CME.

Before we begin our presentation, I want to commend the Ontario Energy Board for conducting this hearing today as well as for this overall consultation.  Brian Hueson from the Ontario Energy Board was at our energy committee meeting this morning.  We had a good dialogue as far as this consultation, as well as all of the other preceding consultations that CME is participating in at the Ontario Energy Board.

We are very interested, we are very engaged in this process which we think will be the start of many conversations on this topic.

So in terms of the presentation itself, we are going to cover a few different areas.  We are going to give a background on CME and our overview of our energy principles as it relates to this consultation.  We will provide a DER premise and tie to the key issues we feel is really important, as how do we integrate DERs, how complex and risky, how economic competitiveness must be a driver that DER value may only be in the long term, that the benefits of DERs for Ontario remain questionable, that utilities remuneration case for rate basing is unclear.

From there, we will provide some concluding remarks and to bring everything together.

So first off in terms of CME, for those who don't know, I will give a quick plug.  CME is a not-for-profit trading association that focuses on helping manufacturers grow.

The manufacturing sector as a whole in Ontario is responsible for 770,000 direct jobs, $200 billion in exports, 12 percent of the province's GDP and 30 percent of all economic activity in the province of Ontario.

CME itself has 400 members, over 400 members in Ontario and 85 percent of our members are small, medium manufacturers.

That is a really an important point to hit home considering that we represent a whole wide source of manufacturers in the province.  We just don't represent the large industrials; we also represent many small manufacturers that have 20 or less employees.

And keeping the SME perspective from our standpoint is going to be important to keep in mind from a cost perspective as we continue around this consultation.

By way of background, in 2018 CME's energy committee provided a list of energy principles.  And for the purposes of this consultation we want to be able to highlight five of them.

From our standpoint, energy costs must be affordable, reliable, transparent, and sustainable so that industry and specifically the manufacturing sector can become more competitive.

Secondly, energy policies must be informed by evidence-based research, as well as data, analysis, and comparative case studies.

Third, energy policies must be market-based and driven by the need to attract new investment, growth, and jobs for the manufacturing sector.

Fourth, unnecessary red tape and regulations should be eliminated.

Finally, policy recommendations should be adopted only if the full extent of their economic and competitiveness impacts are clearly understood and taken.

Before I turn over to Marc to continue the presentation, you will hear a few key words during our remarks today.  Evidence-based.  Economic competitiveness.  Transparency.  Accountability.  Economic competitiveness and customer choice.

Without further ado I will turn it over to Marc to continue the presentation.

MR. BROUILLETTE:  Okay.  So the first thing I want to talk about is the premise for this whole conversation, distributed energy resources.

There is certain motivations for the DER process that have been communicated.  One is this concept of enabling more customer choice.  Another is the generating of value for customers in a cost-effective way, and that there is already a whole substantial scale of adoption in Ontario already.

Much of the material in this presentation is actually going to put into question the validity of these motivations.

First -- and I will start from the bottom.  The first is that, of the DER that is in here in Ontario, most of it has come about because of subsidized programs.  The FIT, to be an example.  We saw how much -- I think it was Hydro One put a chart up of how much distributed energy is solar.  A lot of it is rooftop, and that is because it was subsidized, so people bought in because there was an economics that we're currently paying for.

You can argue that a lot of the behind-the-meter storage that's going on with the ICI program, which has been advantageous for a number of reasons but also has in other circumstances caused some cost-shifting, which is not generally what we want to do.

The other two points we're going to talk a little later on is the degree to which customer choice is in play.  And I want to emphasize the notion of value.  There is value and cost-effectiveness.  That doesn't necessarily translate to low cost, and the notion of value and its relationship to cost is an important concept to keep in mind.

So Alex already went over the five areas we're going to talk about, so I'm just going to jump into the first on the ground, the complexity of DERs and the full scope, and come back to one of those principles of why we're doing it.

From the CME's perspective, this notion that customers want choice remains a mystery.  The consumers, the manufacturers just want low cost.  There is no evidence that we can see of any customers that really want more choice if it is leading to more costs, so it is a big unanswered question that hopefully will come to light with regards to that factor.

The other thing is the studies that we come across all point to DERs pushing costs higher.  So where do the cost savings come from?  And this is particularly in the notion of DERs that are in the business of generating energy, as opposed to DERs that may be helping to stabilize the grid.

One of the specs that has come out is the renewable-based distributed energy resources, and that is notionally solar plus storage.  They're roughly 60 percent higher than what the alternatives might be for the next at least ten years.  So there is a question around the cost point.

Then the last thing is around this, what people have talked about, is there is so many consultations going on in parallel and we are going to argue that it creates some process risks.

So the argument that -- or the recommendation for the OEB is that all of these parallel consultations need to take place, they need to be coordinated, they need to protect the ratepayers that hopefully is the OEB's guiding rule against increasing the total costs, because we're suspicious about that cost equation.

I am not going to spend a lot of time on this one, because it has been mentioned several times.  There is a lot going on.  Being able to support all of this stuff going on is challenging for resource perspective.

One of the biggest concerns is that they go on in a manner that is not coordinated and we end up with conflicting policies coming out of three different channels.

So that is the comment at the bottom of that slide.  It talks about process inefficiencies and conflicts.

MR. GRECO:  So from our perspective, economic competitiveness has to be a key driver in all this.  Now, as Marc mentioned earlier, you know, we have been involved in a number of different consultations, including the industrial electricity rate consultation that has been ongoing, and when we look at economic competitiveness from our perspective, electricity price is also an investment issue.

So we have been consistently arguing that the electricity system has to recognize the impact on the province's competitiveness, especially given the fact of some of the challenges of the manufacturing sector that have occurred, you know, over the years.

And there are a couple of examples I kind of want to emphasize here.  So when we do our economic analysis at CME -- and they're really -- the two numbers to really emphasize -- to really drive home the point of economic competitiveness, this relates to this consultation.  When we look at foreign direct investment inflows and outflows between Canada and the United States, in 2012 we were on par in terms of for direct investment going into Canada and the U.S.  We had $40 billion going into the U.S. and 40 billion going into Canada.

As of 2018 we only had 80 billion going to the U.S. and 20 billion going to Canada.  So there was an imbalance in terms of foreign direct investment coming into Canada.

If you take Ontario and Quebec, capital expenditures in Ontario have been down around 22.9 percent.  In Quebec last year it was up by 8.3 percent.

The electricity system is evolving, and how it evolves has an impact on Ontario's economy from CME's perspective.

And so when we talk about costs we have to look at the total system cost at the end of the day.  We have to reduce the total system cost by ratepayers, but manufacturers at the end of the day, they rely on low rates to be competitive.  If we want companies to be able to invest in Ontario, and we have companies to scale up from small to medium, medium to large companies.

Fundamentally, competitive electricity rates are fundamental in terms of the growth and investment in Ontario's manufacturing sector.

Currently, Ontario has one of the highest electricity rate jurisdictions compared to other jurisdictions in Canada.  And we will be happy to report that we will be releasing with London Economics International just in terms of all the overall independent assessment of industrial electricity pricing over the fall.

But when we consult with our members, many manufacturers tell us the province's energy policies have been effectively pushing local manufacturers to relocate to the U.S. or even other Canadian jurisdictions from our perspective.

It is in our view that Ontario needs to leverage its energy policy overall to attract new investment in manufacturing, but also at the same time to be able to broaden and strengthen the rate base while focusing on affordability, reliability, and sustainability.

At the end of the day, and from our standpoint, policy development, whether it is through this consultation or others, has to focus on total system costs reduction at the end of the day.  It is fundamental if we're going to get this process right, and as it relates to this consultation, how do we kind of look at making -- look at a long-term outlook at opposed to a short-term outlook as to the development of this policy.  From that point I will turn it back to Marc.

MR. BROUILLETTE:  So one of the observations that we have made is that the promise of value from distributed energy resources may only arise -- may only start to arise in the longer-term.

In the material that ICF -- from ICF that was provided for this consultation, they had a chart which has been replicated up here that highlights the areas of value that may be expected out of -- within a distribution system.

And their comment to the right is that they're near consensus that it is all coming out of avoided capacity.

So when we started looking at avoided distribution capacity, that gets into the renewal of it and also the potentially growth of it.

But when we look at the demand that the IESO is putting forward, which is not taking into account a number of factors, as my colleague to my left mentioned, if you look at their flat demand, we were looking at environment of not needing to expand capacity, maybe perhaps renewing it, but that might play out over several decades.

So the need for or the benefit of avoiding DX investments by putting in DR, I think it is unclear.  And so that is what we think relates to all of this is when we're contemplating the pace and the approach and the basis, the demand context that falls behind that, which is generally what's put forward by IESO, which leads also back to the consultations happening with them, we need to tie that package together.

Furthermore, one of the things that came up in the IESO annual outlook consultation back at the beginning of the new year or beginning of the year, brought up the notion of making transparency around these demand forecasts, and making that transparency at the zonal level, at a detailed level, like an hourly level on an annual basis.  That kind of information would be helpful in ascertaining where there may be demand for local resources that may offset.  And all of this comes down to this is the kind of information that needs to be played in to ensure the objective of reducing total system costs across the board for ratepayers.

So the next thing is the, you know, the benefits of DERs.  So we have had a couple of people mention already that substantiation of distributed energy resources in Ontario needs to be considered.

I think there is a lot of argument and a lot of evidence out there that putting in solar panels with storage works really well in places like Arizona.  The studies done in Ontario show that that is not the case up here and those factors, which is just locational factors at the geographic level are very important in establishing whether or not these things offer a positive impact on lowering costs.

We have heard other people mention that if they come in too early, if you are investing in the resources prior to decisions of making DX investments, you could be stranding assets.

I need to emphasize that while the world does resolve around distribution systems, there is a transmission system and there is the whole generation system all around the province.  When we're referring to total system costs, it is the total system costs that matter to ratepayers, because it is all outlined on their bill.

So the stranded assets that still need to be paid for in some regard really needs to be carefully thought through, so we don't end up in a net increase to the ratepayers.

With all of that, it is not clear how integrating distributed energy resources will decrease system costs.

So what we recommend for this process is that some criteria get laid out that would establish the economic basis for putting in distributed energy resources, put that in the form of a business case and when those business cases show net reduction in total system costs, that is a good time to start including DERs within a rate base.

One more point I would like to add around that decreasing system costs.  We consider that the energy costs might increase by 60 percent with the introduction of some distributed energy resources.  It is hard to imagine how a distribution savings, when distribution is only, you know, 20 percent of the total system cost and energy is 70 percent of the total system cost. I don't know how a DX system could offset that magnitude of a 60 percent increase in energy.

So it is just very questionable.  So if we create the criteria, lay it out, make it transparent and drive to lowering total system costs, then I think we would be moving in the right direction.

This brings back -- the final thing is around remuneration.   The rate basing is unclear and that has to do with all of the risk.  There’s many studies, the fundamental studies that have led to the Aetna report that was part of this consultation that came out of MIT identify how there are a fair number of risks associated with trying to incorporate you know, many IESOs, if you will, at the LDC level.

One of the examples is the, you know, conflicts of interest in terms of how to ensure this is still a competitive environment.  These things can all lead to greater costs.  We do have the whole compensation mechanism that is today, which has to do with incentivizing.  People talked about that and there is some concerns in that regard that need to be examined.

It turns out the principles actually guide how remuneration models are formed, our view, CME's view is that since we're driving to the lower system costs, and if there are risks, if it is risky, it is not ready for prime time.  Maybe there is a mechanism for incorporating into that, start looking at early adopters, okay.

But it is not a rate base thing until you have proven benefits are going to manifest themselves for lower total system costs. That is the bottom line on that one.

So the recommendation there again is to lay out the criteria for the business case, and then you start approving the rate basing of those things, when it is clear that the benefits will arise.

I think that is the fifth point.

MR. GRECO:  So to conclude, I want to say a few comments.  The value of DERs need to be weighed against risks of higher costs at the end of the day.

For Ontario Energy Board, CME has five main recommendations.  We believe that the Ontario Energy Board should consider the parallel consultations and protect ratepayers against increasing total system cost.

One of the things we found right now, CME's participate in all of the industrial rate, but the high level design consultations with the IESO market renewal, as well as the OEB, class B, and CNI consultations have taken place.

We have all put submissions on those consultations.  It needs to be done in a coordinated fashion considering that each of these consultations have implications in terms of for the manufacturing sector, in terms of total system cost.

In terms of total system cost, policy development must focus on total system cost reduction.

We have to look at it from our perspective, again, going back to my comments earlier, in terms of it being -- in terms of tie-in it into economic competitiveness and looking at reducing costs, so that manufacturers are able to grow and invest in Ontario, but also have the ability to make investments in terms of their own manufacturing facility, where they're small manufacturers or large manufacturers.

Third, a regulatory approach must consider demand forecast.  We need the proper demand forecast analysis that is done in order to ensure that we properly analyze the policy implications for this proposal, as well as the other additional economic considerations.

Fourth, we must establish parameters for business cases including demonstrating reduced total system cost.

That is tied in to our final recommendation.  The regulatory approach should include provisions for utilities to establish net benefits before investments are rate-based.

Before we conclude, I want to emphasize that at CME we are a believer in authentic consultation and as we go forward, I think it is important to my colleagues point at Alectra earlier, to make sure we get it done right, to be able to have the necessary working groups necessary or have continued dialogue that is important.

If we're not having authentic consultation in this process, it will greatly impact in terms of where we go as far as developing a final proposal as it relates to what has been put forward before us today.

On behalf of Marc and myself, we thank you for the opportunity to present, and we look forward to the discussion along with the Q and A session.
Questions and Discussion


MR. MATHESON:  Thank you to all of our presenters.

We now have the opportunity to first have questions of the presentations that you’ve just seen.  So the floor is open now.

At the suggest of Jay, Jay has assured me I will be successful in controlling the great flow of people if we enable the use of the mics that are around here as well.

Now all you have to do is promise me that, because the folks at the at the back don't have mics, if you start jumping in too much and too fast without going through me and they're starting to get built up there, I may have to exercise some control.  We can't let it get too unwieldy.

The suggestion was it may make it easier to communicate.

But you folks at the back, don't worry.  I have your back.  You keep using the mics at the side and I will make sure that you get shoe-horned in and these noisy people at the front with access to the mics don't all hog all the air time.  Feel free with number one.

MS. GIRVAN:  Julie Girvan, Consumers Council of Canada.

I just had one comment to make and I want to say that I strongly agree with what a lot of you have been saying about the need for effective consultation and coordination amongst all of the other things that are going on.

I think I agree with Indy in the sense that we don't want to see a process where we all make submissions, the Board comes out with a policy, and some of those concepts and evidence hasn't really been tested.  So we might want to look at some sort of ric (ph) proceeding at some point.

The other question -- I had a question for Frank.

If you could turn up number 4, your slide number 4.  If somebody could, maybe Rachel?

MS. BUTANY-DeSOUZA:  We're not touching it.  Do you want us to try to flip back?

MS. GIRVAN:  Maybe I can address...

The question was really, Frank, that you were talking about number 4.

I was trying to understand what you were advocating in terms of regulatory simplicity, and I didn't quite understand this point.  Principles should include that regulatory framework will be appropriately derived through evidence-based decision making.

I wondered, does that mean a generic proceeding to develop a new framework?  I don't understand exactly.

MR. D'ANDREA:  No.  What it was meant is we've got models that we're looking at in terms of New York or California or the U.K.

And we have a tendency in this industry to look at models and say, well, there is a solution there because they dealt with it before.  And my comment is, we've got DERs already in place, so it is not new to us, but we need to make an Ontario-appropriate solution.  So it is fine to look at those different jurisdictions, but let's learn from them.  What is appropriate, what worked and didn't work there?  Then if there is barriers there, why are they there, let's understand that, and then let's develop an appropriate solution for Ontario.

MS. GIRVAN:  So how are you proposing to do that?  Like, from a practical perspective, how do we come up with a new regulatory framework?

MR. D'ANDREA:  I mean, it is research, right?  Like, it is learning -- it is lessons learned, right?  So let's not jump to conclusions.  This is -- yes, this has happened, but it is not going to happen overnight, and I think we can just take our time.  Yes, we have to have the consultation, but we'll take our time.  Let's learn from those things, let's consult with the industry and do what makes sense.

MS. GIRVAN:  All right.  Thanks.

MS. BUTANY-DeSOUZA:  May I add to that?  Can we also just not slap the U.K. solution on an Ontario problem and then call it a day?  And perhaps I am just saying what other people are thinking, and I see a few nodding heads.

But frankly, the U.K. market is distinctly different from Ontario, notwithstanding the -- I don't know what the number is.  Alectra is five utilities in one.  So are we 65 now?  66 LDCs plus transmission, plus generation.  That is not the U.K. construct, and they are many more years evolved than we are.  RIO is not necessarily the made-in-Ontario solution.

And so I would also offer that while the two consultants' reports or the LEI report certainly touched on RIO, California, and New York, even the New York process has been ongoing for, I think it must be almost three years now.

So this isn't something that gets solved overnight, and I think that has to be a very key consideration.  And I know that my friend Sarah over there will be, hey, but we are implementing DERs now.  And I fully recognize that fact and there are DERs integrated into our distribution systems currently.

So there is -- I mean, it is not necessarily chicken and egg, but there needs to be a recognition that in evolution, this isn't a -- and it evolved starting in 2021.  It is evolving as we're trying to develop this.  So there needs to be that recognition as well.

MR. MATHESON:  Jay.

MR. SHEPHERD:  I have a question for CME.  One of your key points was that customers don't want choice.  They want lower costs.

And I guess my experience is that the customers want choice because they want to be able to achieve lower costs, and they look at grid-connected electricity and say, that cost is going to go up.  We know it's going to go up to an unreasonable level, because of nuclear -- primarily because of nuclear refurbishment, because we have gone off coal, et cetera.

Those costs, those costs of taking electricity from the grid, are going to go up to 30 cents, to 40 cents, to 50 cents a kilowatt-hour, and that is too much.

And so customers, the ones I talk to -- not residential customers, but schools or universities or manufacturers -- say, we want to have control over our energy costs, and we do that by having more choice.

Are you rejecting that?  Or are you assuming they're part and parcel of the same thing?

MR. BROUILLETTE:  Manufacturers would rather not have to deal with the electricity system and just get low cost.  There have been manufacturing that have gone into the ICI program because it provided an option to skirt the higher costs that the system, you know, accrued.

Now, I think there is a general consensus in here that there is a lot of costs that got put into what system in a manner that was not like this process.

So the whole objective is, do the right thing as we're moving this thing forward, keep driving the lower costs to avoid that disaster you just described --


MR. SHEPHERD:  Well --


MR. BROUILLETTE:  -- and use that judgment.  People try --


MR. SHEPHERD:  I guess the reason --


MR. BROUILLETTE:  -- to dance outside and make it wore.

MR. SHEPHERD:  The reason I asked the question is because we know that a big influence on our costs going forward is going to be nuclear costs, and we know those are going up.  In fact, we have predictions as to how much they are going to go up.

So I am not sure, unless we go back to coal, I am not sure I see how we get grid-connected electricity cheap enough to meet your objectives.

MR. GRECO:  I think from our -- I think from our perspective, like, to Marc's point earlier around the ICI product, we have had other programs that -- we have the ICI program -- I mean, 1,000 people being on the program, right?  Initially, the intent of the program initially was for trade-exposed industries at the end of the day and for manufacturers.

But then the program has been so off-loaded that for those manufacturers who actually needed the energy relief, they weren't able -- they haven't been able to get it.  When we consult our members at the end of the day they care about lower costs at the end of the day.  Looking -- and that is part of our industrial rate consultation, looking at an industrial rate option to look at that.

At the end of the day, though, I mean, we're not anything against nuclear.  We don't discriminate in terms of any different aspects of energy at the end of the day, but at the end of the day it is about ensuring fairness, transparency, accountability, as well as that affordability piece.

Manufacturers at the end of the day, they look at affordability where they decide they're going to keep their operations here in Ontario or if they are going to go invest in another province, so I don't think that could be underestimated in terms of what is happening in the sector right now.

MS. BUTANY-DeSOUZA:  But we've also heard from our manufacturing customers that of utmost importance is reliability.  And that comes at a cost.  So I think earlier you said total system cost -- we need to consider the total system cost.  I think we also need to remember that that cost or the benefit includes reliability that is key to the manufacturing sector, and that can't be achieved without ongoing investment.

MR. GRECO:  Right.  And I think from a reliability perspective we don't discount that as part of our energy principles.  Reliability is also a key focus in terms of when we look at our overall energy policy.

MS. BUTANY-DeSOUZA:  All right.  I guess all I am suggesting is that when we consider the cost to the system or what it takes to maintain the system we need to recognize that one outcome -- one necessary outcome for all customers, but certainly for manufacturing customers in particular, is the ongoing reliability, and that can't be done without -- well, it comes at a cost because investment is required.

MR. MATHESON:  Okay.  Ian was next.

MR. MONDROW:  Thanks.  I have two questions for Indy, and they're both on your slides.

MS. BUTANY-DeSOUZA:  I don't have cross-examination for another two weeks.

MR. MONDROW:  This is a warm-up.

[Laughter]

MR. MONDROW:  No, I am actually just trying to understand your relating of Alectra's position on the role of the utility, which your slides started to address, and I want to understand two points that you were trying to make.

So the first was -- for someone looking it is on slide 7 -- and the bullet says:

"Competition is a means to an end.  It should improve value to customers, not subsidize new entrants."

And I am curious about the notion of the nexus between competition and subsidy.  What did you mean by that?

MS. BUTANY-DeSOUZA:  I talked about stranded costs earlier, or at least made mention of the fact that costs -- there is the potential for costs to be stranded.

So in the subsidization, if we recognize that, yes, competition is a good thing, and I am not debating that, there is this question of, if there's a declining denominator, if you will, of number of customers, then they're going to end up bearing the cost.

So that is where the -- maybe "cross-subsidization" is the wrong term, but it is certainly a question of who gets left -- pardon the term -- but holding the bag.

MR. MONDROW:  I understand.  That is helpful, thanks.

The second was on slide 10, and this is an issue near and dear to my heart as well, the Affiliate Relationships Code, probably for different reasons.

MS. BUTANY-DeSOUZA:  I suspect, yes, but let's --


MR. MONDROW:  I remember when the first one was done and --


MS. BUTANY-DeSOUZA:  Yes.

MR. MONDROW:  -- and it was refreshed as to you, I think.

MS. BUTANY-DeSOUZA:  Yes.

MR. MONDROW:  So you talk about the ARC, and then under the ARC you have got "enabling customer choices reflecting customers' changing needs, allowing for customers to direct information".  I am trying to figure out what that has to do with the ARC.

MS. BUTANY-DeSOUZA:  So --


MR. MONDROW:  Do you mean you want customers to be able to choose the utility or the affiliate?

MS. BUTANY-DeSOUZA:  The potential exists, it happens to us today, that we get calls into our call centre, for example, where customers -- and in particular now that CDM is at least temporarily vanished -- that they're looking for energy efficiency and how they can achieve that, who do they turn to.

Now, obviously Alectra, as do other utilities, have an affiliate.  One means is to suggest the affiliate, which we do not do.  I want to be sure that it is transcribed that we're not just recommending the affiliate.

However -- yeah, yeah, please, but the point is that when we get the phone call in it seems to me that it is not customer-responsive.  In fact, it is the opposite of customer-responsive, if the customer is asking us, is there someone we can call, and amongst others we're not able to suggest the affiliate.

MR. MONDROW:  So extending that to -- well, you have got it under utility remuneration, but it is really an issue of whether the -- what the utility's role is in the provision of distributed energy resources.

MS. BUTANY-DeSOUZA:  That's right.  It goes back to the opening bullet point on the slide about should -- in the deployment of DERs, where does the utility sit?

MR. MONDROW:  Or its affiliate?

MS. BUTANY-DeSOUZA:  Or its affiliate.

MR. MONDROW:  All right.  Thanks.

MR. LUSNEY:  Thanks.  So this -- I have one general --


MR. MATHESON:  Your name, please?

MR. LUSNEY:  Travis Lunsey, with Power Advisory, representing Energy Storage Canada.

I have one comment given a theme that was talked about on the panel, I guess, and then a question for Hydro One and Alectra.

So one general comment.  I think a longer term engagement plan, very supportive along with working groups, given the discussion we're having today.  We're dealing with a lot of different topics which are complex and interconnected, and I would suggest if we do look at working groups that have timelines, objectives and obligations to report, so it can be productive given the concern about being lagging.

I would also point out while Ontario is undertaking this activity, our friends in Alberta have launched a very similar process and last week hosted their own 3-day technical conference.

That was based around formal submissions, formal IRs, responses, presentations and modules.

I found this incredibly important, not only for the ability to see well laid out thoughts and descriptions as you answer questions, but also the ability to have a record and a conversation through the kind of regulatory process.  As much as stuff like this is helpful, having that somewhat documented is really helpful in terms of drawing in other jurisdictions into the key point, bringing Ontario context.

So that leads me then to my question.  I forget which side it is.

I think Hydro One very accurately pointed out access to capital as it relates to regulatory simplicity is very important.

One thing that was discussed last week was the recognition that stability can also be a risk.  So if the regulatory process doesn't change, and we have talked a lot about stranded assets, your access to capital starts to be restricted because you are forced to spend money on something that is very much becoming not a profitable expenditure.  You are investing in four-year assets that have a much higher risk, versus stability in knowing that the regulatory framework will change to keep up and that your business will be valued in that.

So I guess it is kind of a question.  Has Hydro One or Alectra as the utilities considered that conundrum when you look at regulatory simplicity in an uncertain and complex time, as it relates, I think, to capital but more generally.

MS. BUTANY-DeSOUZA:  I will go.

MR. ANDRE:  Sure.

MS. BUTANY-DeSOUZA:  Don't be the whipping child.  So certainly we're considering it.

The fact is that the lack of evolution of the regulatory framework is a hindrance for everybody.  It is certainly a hindrance to distributors.

While we don't see it currently in the capital markets and in rating agency reports, what you have identified is a potential reality.

So in terms of is it a concern for us?  Yes.  In terms of the what can we do about it, I think that what we can do about it is happening right now.

I mean unfortunately, we don't own the process.  The regulator does.  But the regulator has taken this on.

So at this point, I think as each of us has expressed, we're enthused by the fact that the proceeding exists and we are offering -- many people are offering solutions in terms of the way forward, so it isn't a black box, so it isn't a vacuum, that kind of thing.

In terms of your comment, though, we have heard quite a bit about the Alberta proceeding and the only thing I would like to add, in terms of the volume of interrogatories or the exchange of interrogatories, as long as everybody is getting interrogatories, I am on board.

But as the ones that are usually the recipients of Interrogatories, I am probably not signing up for, hey, let's have one more.

MR. LUSNEY:  Maybe just to add a comment.  I think the best part is there was interrogatories between stakeholder groups, so not just to the utility and back.  There was a lot more kind of questions across the Board.  Now, there was --


MS. BUTANY-DeSOUZA:  Well, if they're all in, then sure.

MR. LUSNEY:  There was a different cost eligibility function, but I will leave that aside.

MS. BUTANY-DeSOUZA:  I would just offer that there is
-- my one hesitation is that that sound more to me like papering the process.

And given that at least in my view and -- well, this is probably Alectra's view as well, that we're behind relative to other jurisdictions.  There are means to catch up and some of that is the real time dialogue, having it transcribed -- thanks, Teresa -- and moving forward in that regard.  I am not sure that long interrogatory cycles are helpful.

MR. D'ANDREA:  Just to add to Indy's comment around stability.  Since stability is always important for our credit rating agencies and how they view our debt.

The one thing I will point out is as of the last two investor calls, we get a lot of questions around this process.  So some of it is when are you going to decide who runs the OEB.  But a lot of it is what is the process like.  The last set of questions is can you please give us a timeline.  I don't have a timeline because we don't know what that timeline is.  There is not a stop and end, this is evolving.  And that doesn't give the rating agencies any comfort or the analysts and comfort, but it is what it is.  But there is a lot of interest in it.

Again, it is around stability for us, but lots more questions.

MR. LUSNEY:  I think one of the interesting things, and to Indi’s point, when you go into a little more formal setting, the Board doesn't have to take all the responsibility.  They can just set it.

If you want to participate, you need to act now because we're going to take what is in and go forward and finalize that submission.

But, great, that is very insightful.

MS. BUTANY-DeSOUZA:  I think the piece that would help is having those milestone dates.  Up until now, we only had this date and so as the dates unfold, that will certainly be helpful for all.

MR. MATHESON:  You were next, but then I think you sat down.  Okay, fine.  My hair goes back to the 70s, so what is the difference.  Go ahead, then.

MS. LAKATOS-HAYWARD:  Kerry from Storage Power Solutions.  I wanted to come back to a regulatory principle that Indy had raised around good planning principles.

And in an era of, as you mentioned 5-year DSPs, we have disruptive technologies.

I wanted to get your perspective, and also anyone else from the panel, of how do you plan for flexibility and uncertainty and in taking into account these 5-year DSPs to certainly be an enabler for DERs?

MS. BUTANY-DeSOUZA:  I feel like I shouldn't answer on the grounds that it may incriminate me.  I have an open proceeding, and the DSP is the central issue.  So I am going to refrain from commenting.  We can talk about it in two weeks.

MS. LAKATOS-HAYWARD:  Well, yes.  And my interest was more to understand the planning principles and the flexibility and uncertainty, more than to get into a particular hearing.

MS. BUTANY-DeSOUZA:  So maybe jokes aside.  We have considered the uncertainty that exists over the 5-year planning cycle for Alectra's DSP certainly.

There is some DER included in that distribution system plan.  We did engage customers through three rounds of consultation.  The support that we have for DER integration at this stage is, I'd say, lukewarm.

So that is reflected in the extent of the investment that we're making so far.

That being said, we recognize that the world is evolving.  And so, generally speaking, utilities look at their distribution system plans and the prudency of the investments going forward.  We're going to have to believe that prudent investments will be funded.

I mean, when we go back to regulatory principles, it is about being able to justify prudently made investments.

MR. ANDRE:  I would add that, yes, we have to be able to justify prudently based investments.

But part of the issue that we highlighted in our presentation is that some of the things we're seeing now, in terms of decisions the Board is making with respect to things like having capital in-service, variance accounts, and having utilities itemize, project by project, what it is that their 5-year plan is requiring, that does pose a barrier to making those kinds of right choices about minimizing costs.

So I don't know that we have a solution, but certainly there are things happening right now that are limiting our choices as far as 5-year plans.

MR. MATHESON:  So just before you ask your question, there is one at the back.  I want to pass it over to Stacy because there is another Sli.do comment.

MS. HUSHION:  Yes.  I just wanted to share this.  This is with respect to future costs for renewables.

In jurisdictions that followed through on using a complementary strategy for renewables, manufacturing growth and economic development, the costs of renewables are now cheaper than conventional.  Ontario strategy was the same, but shortened by misinformation.

There is a second comment, which I will read right now because I have the mic.

Worries on cross subsidization is always predicated on current status of who pays versions who benefits.

For example, changes to who pays and who benefits is considered cross-subsidization.


Do we need a historical analysis of who paid, how much, and when, for example northern Ontario paying for -- GTX?  In -- yeah, TX in southern Ontario.


MR. MATHESON:  Great.  So back to the mic.


MR. PEPPER:  Steve Pepper, representing OSPE.  OSPE recently put out in the spring of this year a 200-page analysis and recommendation of some alternate recommended retail rate structures on the basis that the real reason consumers want choice is that -- is really to lower their costs because the existing retail rate design doesn't satisfy their needs and the various types of customers.  It is essentially a one-size-fits-all approach and it doesn't reflect the cost to the utilities and the whole system, transmission, and to the generators the true costs of capacity for peak demand and for energy production, and folks are gaming the rates.  We have certainly seen that with the ICR markets, and I think we are all pretty aware of that, and the view is that if the retail rate design is fixed, demands for DER connections will be appropriate and take a lot of the concerns and solve problems rather than create problems.


Alectra had some very innovative experience recently with some innovative retail rate designs and consistent with some of our recommendations, and we're interested in some comments in that respect.


MS. BUTANY-DeSOUZA:  Related to the advanced pricing pilot?


MR. PEPPER:  That's right.  You did some advanced --


MS. BUTANY-DeSOUZA:  Yes.


MR. PEPPER:  -- pricing pilots which are fairly, you know, innovative retail rate designs, and you closed those off, but those are very consistent with some of the recommendations that we have made in our recommendation in the spring.


MS. BUTANY-DeSOUZA:  Our advanced pricing pilot was in conjunction, frankly, with the OEB.  We looked at various types of rate design.  I mean, we didn't necessarily close it off.  It was the end of the pilot time frame.


It was also part of the RPP road map and some of the work being done by the OEB in order to substantiate what -- or how, rather, the RPP framework should evolve.


So at this point, frankly, I mean, I only have the Alectra perspective on the pricing pilots that we offered within the PowerStream rate zone, but I am interested -- certainly we're interested in seeing the outcomes of the pilots taken together and how the RPP will evolve from there.


I think it is important -- I think is it valuable, rather, that the OEB took on a more than 12-month pilot in order to better understand what it is that customers are responsive to and where those trigger points exist rather than just sitting with the same time-of-use pricing and, you know, kind of jacking up the on-peak or the differential between the on and off and leaving it at that, because certainly there is plenty more innovation to happen, in terms of responding to how customers behave.


But I think we need to wait and see the outcome of the pilots taken together.


MR. PEPPER:  Right.  The one issue with your pilot, it was so short that it wasn't long enough to really adopt any technology changes from the consumer and to absorb that in any large extent.  And, you know, the fundamental crux of our recommendation was to offer voluntary price plans as opposed -- that consumers can opt-in, accordance with their needs, rather than, you know, having to be compelled to the one-size regulated price band.


MS. BUTANY-DeSOUZA:  Well, in fact Alectra had a separate pilot that was in Markham, and that was our powerhouse pilot.  So that was using exactly the kinds of resources we're talking about here.


It is just that that one was independent of the APP that was being administered in conjunction with the OEB.  But certainly the opportunity exists to bring together the pricing plans and technology.  I think it is just a question of timing and steps or stages.


MR. MATHESON:  Okay.  Whatever it was ten minutes ago is now totally au courant --


MR. ANDERSON:  I see my colleague raised the cost versus customer choice issue, so I figure I found my shoehorn to get back into the conversation.


I did want to jump in a little bit earlier in the exchange between CME and SEC.  CME -- my colleagues from CME have a lot of the same members that I have and numerous others, and I know from my perspective, I can say I get many, many phone calls from those members.  They're very direct in their messaging, and the messaging is, it is not affordable.  We need to lower total system cost.


To Jay's point, could that manifest itself within the context of customer choice, in that you choose to do things from an economic perspective that tend to reduce your costs?  Yes, you could.  But fundamentally, the words that I hear on the other end of the phone are cost, cost reduction, total system cost, and make it more affordable for me.


The way I would look at it, Jay, is there is a number of different things in the electricity sector right now, all of which tend to put upward pressure on costs.  Within the context of this conversation, AMPCO would be very disappointed if at the end of this DERs and their integration were added to that list of things that put upward pressure on the costs.  We can't afford that.  That is all I wanted to sit down.


MR. MATHESON:  Just before you sit down for the record, your name and --


MR. ANDERSON:  Colin Anderson from AMPCO.


MR. MATHESON:  Great.  Jay?


MR. SHEPHERD:  I want to go back to planning for flexibility, but I want to ask the question a different way of the utilities.


Many sectors -- not energy sectors, but many sectors have to plan with flexibility in mind, some of them with flexibility in weeks or months, not five-year plans, because their sectors are rapidly evolving.


How is your situation different?  I mean, I understand that -- the question is how is your situation different.  But the context is, I understand that over the past decades utility planning has been able to rely on stability and business as usual to a large extent, not completely, but to a large extent.


But that is changing now.  And does that just mean that you have to be more responsive to market changes than you have been in the past just like other sectors?  In terms of planning.


MR. D'ANDREA:  In terms of planning, so -- in terms of plans, let me try this, and we have got a transmission rate application as well, so I will be careful here.


We always have to balance, because there is always changes to our investment plan, so there is always changes to our five-year investment plan, and we base our investments on our risk-based model, so, you know, is it safety, it's reliability, it's environment, it's customer.


So we need to be able to move investments sometimes, and either they're mandated changes or changes in customer circumstances, and we look at risk.  So is this -- and a large investment may have a high-low risk coefficient and the opposite, so we need to pivot those investments.


I think DER just imposes another variable to consider in that choice.  So I give the Anwaatin example, is we could have built a dual transmission line to feed that community.  It would have been totally expensive and would have made good business sense to explore the storage solution.  So we use the same risk model.  It satisfied the customer.


Is it the highest risk, like, was it the worst performing feeder?  I would probably say, no, I'm being honest, but it met customer need.  And so I think wee need to start focusing on outcomes and make sure we deliver on our investment plan and not compromising what the customers' needs are and what the system's needs are.


MS. BUTANY-DeSOUZA:  I can't say that I disagree with anything that Frank has said.  I am not sure that it is a question of whether there is more pressures for our sector versus other sectors, what-have-you.


For us it is about continuing to be responsive to the needs of our customers, continuing to serve our customers. We change plans as stuff happens, and a good example is a system blow-up in Thornhill that was planned for a year from now and ended up being ongoing outages, and technology needed to be deployed.  A patchwork solution did not work and we ended up ripping things out and making the investment immediately.


And so I think that from an ongoing standpoint, we continually consider our investments and change or manipulate what we're going to invest in, because we have to to serve a customer need or deal with a reliability issue that is more pressing.


MR. MATHESON:  Any other questions arising from the presentation?  Yes.


MR. MONDROW:  Thanks.  Just a question arising from a discussion on costs, and Marc, I think generally I understand your view and the discipline you bring to these issues, the issues that you address.


So if I am understanding what you're saying, you are saying that -- and it is not unlike what I think Frank D'Andrea said during his -- during their presentation -- his presentation.


We need to understand the impact on overall costs of facilitating distributed energy resources.  And if one were to, on a fact-based analysis, conclude that opening the door to DERs, facilitating broad adoption of DERs was going to raise overall costs, that is not something anybody should want.  We shouldn't do that.  We should not facilitate DERs, at least in that fashion, which is distinct, Frank, from the Anwaatin project that you identified, where there was a very specific application where a distributed energy resource was more cost-effective.

And you did that and regulatory certainty around cost recovery would be helpful the next time, certainly.

But have I got that right, Marc?  Are you, on behalf of CME, essentially saying let's figure out, on a fact basis to the extent we can, what the implication of a DERs open policy would be?  And if it increases costs overall, shift some costs from some customers to others, but overall social welfare is not improved, it has actually made worse, obviously it is not something we want to do.

Is that your point?

MR. BROUILLETTE:  That's correct.  The alternative, if it does establish that it is improving overall welfare, then you should do it, and that is where it comes down to the business case.

When you start looking at your example, when you have a choice of this or that, if this was more cost-effective than that one is because you have to meet a need, you go with the lower one.  If that's DER, great.  If it's not, well, do the other one.

MR. MONDROW:  Right.  And your materials suggest that the common perception that DERs is going to lower costs is worth a sober second look, because your view is that is not always the case and may not be the case at the moment.

MR. BROUILLETTE:  That's correct.

MR. GRECO:  Yes.

MR. MONDROW:  Okay, thank you.

MR. MATHESON:  Other questions?

MR. LUSNEY:  So Travis Lusney of Power Advisory.  So trying to link the two comments, we used flexibility, which I don't think is the right word, and tying it to total system cost.  One of the key questions going forward given high uncertainty is the ability -- and this might be a principle, which I realize I should have said in the last one -- which is scalability, that the future and the types of investments we are doing are quite long into the future and therefore there is a certain amount of flexibility that needs to be built in, so that we don't create upward cost pressures on total system cost.

I think it was mentioned earlier by someone talking about, you know, traditional distribution assets of 40 or 50 years in length.  Flip that the other way; that means ratepayers are making a financial commitment to a forty or 50-year asset at a time where the certainty of low growth is going, with impacts from both DERs, energy efficiency, economic factors, you need to have some sort of scalability in your plans to be able to deal with that uncertainty into the future.

I think when doing those assessments for what the value, total value of DERs and the total affordability, needs to kind of factor that in.

A lot of the issues we've had with upward total bill problems is we didn't have scalability in some of our procurements a decade ago.  We bought a lot of gas in a very short period, and then knocked out 4,000 megawatts of peak demand.  That is going to put upward pressure on costs no matter what you do.

I think going forward, given these choices that are being acted upon by consumers to try to lower their individual costs, needs to be factored in so that decisions on the distribution system, transmission system, and the like reflect this uncertainty.

So just trying to tie those two comments together.

MS. BUTANY-DeSOUZA:  Right.  But that is where whether the expectation is that utilities only invest in traditional solutions comes into play, right.

Like, it is true that most of our assets are of longer age.  We should have that -- and I wouldn't use the word flexibility, too.  I think it is an option.

And I think it was -- maybe it was Tom who said earlier about DERs should only have short term value.

I think that's short-sighted.  It think there is an opportunity for DERs to have long-term value.  I think we're at the starting point, so it is perhaps difficult to see that longer term.

But to the extent that, for instance, investment in DER mitigates the need for an investment in a new TS, that is a prime example of DERs bringing long-term value.

And if you were to assess that in the short term, you probably wouldn't -- you might not make that same choice.

MR. SHEPHERD:  Couldn't you look at that from the opposite point of view?  And, Frank, you have talked about investing with risk in mind and, Indy, I know you have talked about that many times.

Today, when you are in a period of change that you know is happening, although you don't know quite what all of the changes are going to be, is it appropriate for you, whenever you build a new asset that is 30 or 40 or 50 years, to ask yourself expressly the question:  am I going to need this in 40 years?

Is that a risk that you're valuing?  Is that a risk that you are assessing?  And maybe you should.  I am asking the question.

MS. BUTANY-DeSOUZA:  I will answer very briefly because I am not the system planner.  But I can tell you that our system planners, our system engineers are asking themselves those questions, and it is a consideration.

And when they're considering whether a non-wires alternative can better serve versus -- I will very quickly get out of my technical depth, so I will just say a pole line, they are asking.  They are asking themselves.  They are looking at trade-offs and alternatives for sure.

I think the hard part is that the myriad of what that other solution is.  I think as you said at the outset in your first comments, Jay, we don't know all of those solutions.

But certainly in the context of the solutions that we're aware of today, they are asking themselves those questions as we make ongoing investments or as -- investments are not made on a like for like basis.  Just because there was a pole line doesn't mean there has to be a pole line.  They are certainly challenging themselves in that regard.

Beyond that, I am out of my depth from a system planning perspective.

MR. D'ANDREA:  I would say the same situation holds for Hydro One, and our directors and our VPs are challenging our planners.

So we are going into workshops and saying is this the right solution.

MR. SHEPHERD:  Does your risk model include that, though?

MR. D'ANDREA:  No.

MR. SHEPHERD:  Is that something that is worth considering, that sort of notion that in a changing environment, there is a risk that maybe the net present value of the risk isn't that much, but if you only need a 40-year asset for 20 years, maybe you have to rethink it.

MR. D'ANDREA:  Yeah, like now I am out of my depth because I don't do the risk model.  You are welcome to ask our transmission guys next month.  But certainly it is a consideration.

MR. MATHESON:  Okay.  I think this will probably be our last question, unless somebody comes up with one that hasn't asked something yet.

MR. MONDROW:  Just to comment on this topic.

MR. MATHESON:  Go ahead.

MR. MONDROW:  I think I made this point -- I hope I made this point this morning, paying a premium for flexibility if you accept the premise that things are changing rapidly and we don't know where they're going to end up is worthwhile.

So any good risk model would incorporate that analysis and costs may go up somewhat, but we may mitigate future cost of a much larger cost.  And it seems to me that is something the Board should consider all utilities to do for significant investments.

MS. SIMMONS:  I will be really quick.  This is Sarah Simmons with Power Advisory representing CanSIA.

One thing that came out of a conversation that Travis and I and a couple of others were part of is with respect to distribution system planning and trying to determine the best options.

This also link to the question around transparency of data and information for customers as well.

One of the utilities there presented a case where they did invest in a non-wires solution to solve a local problem.  But immediately what came around, you know, obviously there was praise, good on you guys looking for a different approach.

But the other question was did you go to the market to ask for what the customers could do with the existing assets that are already in place.

So for example, with more customers having, you know, DERs or inverter-based resources on the system, could you have accomplished the same solution in a different way.

So I just want to put that out there, because I think, you know, when our tools are hammers, everything looks like a nail and it looks like we kind of, you know, tried to determine the solution sort of very much internal instead of flipping around the question to, you know, what's the best way to actually solve the problem using the existing infrastructure that might be in place.

MR. MATHESON:  Okay.  We have one last word.

MR. LADANYI:  Sorry about this.  But Indy mentioned my name, so I thought I would kind of rephrase the question in a different way.

This is that -- what I meant to say is that if we have to justify DER connections by having a 20-year benefit cost analysis, i.e. that you know what costs will go up now, but they will go down in 20 years, that's not going to work.  It has to be something that is in near time frame.

In 20 years, who knows where we will all be.  I think some of these CME, for example, manufacturers might not even be in business.  They're not interested in costs that are going to go down in 20 years.  They want costs to go down or stay stable.  Can't you agree with this?  Therefore that's what dealing with.

MR. MATHESON:  I think we will have to cut it off there.

MS. HUSHION:  One more Sli.do comment here.

I am glad that the word resiliency finally appeared. 700 million people in the world were dislocated by climate change disasters so far this year.

The insurance institute of Canada warnings have been dire and expensive.  Evidence is proven DER saves money and restores operations sooner.

MS. BUTANY-DeSOUZA:  Who offered the comment?

MS. HUSTON:  This is from [inaudible].  She has been commenting earlier as well.

MR. MATHESON:  Firstly, will you join with me in thanking our panel for thanking their presentation this afternoon.

Thank you for the gracious way you took all of these questions and your extraordinary participation.

If we could try to hold it to a ten-minute break and just move quickly, so we can get back and make sure we can wind up on a timely basis at the end of the day.

[Applause]
--- Recess taken at 2:58 p.m.

--- On resuming at 3:09 p.m.

MR. MATHESON:  So for the third session, we're very fortunate to have Brenda MacDonald and Jack Simpson from OPG and Tim Curtis from Niagara-on-the-Lake Hydro.  When we are done, we will take questions as per our normal practice, but we are also going to have, based on how much time we have, a bit of a conversation focusing on the role of the LDC.  So I am not sure we will be able to finish that today, but we will at least get it started.

So over to you, I guess, Brenda, are you guys starting?

MS. MacDONALD:  Yes, I am.

MR. MATHESON:  Okay.  Great.
OPG's Perspective, Ms. MacDonald and Mr. Simpson:


MS. MacDONALD:  Good afternoon.  I am Brenda MacDonald, vice-president of regulatory affairs at OPG.  I would first like to begin by thanking the OEB for arranging the stakeholder session.

In our presentation today I along with my colleague, Jack Simpson, who is director of business development, will firstly provide insight as to the role that OPG is currently playing as an active participant in the DER marketplace, and then we will provide stakeholders with our views as to the key areas of focus of this stakeholder session, as well as resulting Board policies.

So first, just by way of background, OPG is the province's largest supplier of electricity, providing over 50 percent of Ontario's electricity.

OPG owns and operates 66 regulated hydroelectric facilities and two regulated nuclear stations.  We also have contracted generation, including hydroelectric, thermal, and solar.

OPG's interaction with the province's power system doesn't stop at generation.  OPG also provides ancillary services that help to ensure the reliability of the IESO-controlled grid.  OPG is also a primary supplier to the IESO of services that help the IESO balance total system generation with total system load and maintain appropriate levels of voltage on the grid.

So as mentioned, while Ontario Power Generation is known for its large generation facilities, we are also an active participant in the DER marketplace, and I will hand things over to Jack to talk about an example of a recent micro-grid that we have co-developed at the Gull Bay Nation.

MR. SIMPSON:  Thank you.

This is a very unique project.  It is in a remote community that is served by Hydro One Networks, and prior to this project it consumed a considerable amount of diesel each year.

So this off-grid project really was a first in Canada.  It is a combination solar and battery storage for that remote community, and it has integrated control system that makes the best use of that resource, and it is projected to reduce diesel usage by approximately 130,000 litres a year.  It is about a 30 percent reduction in the use on that site. And this will eliminate about 400 tonnes of CO2 annually.

So it is a great project as far as improving conditions in that community and an example of where OPG is working to improve conditions in the near north.

The capacity of the system is about 300 kilowatts, so it is a small system, but it is making a meaningful contribution in that area.

MS. MacDONALD:  Thanks, Jack.

Moving on to our next slide.  As OPG stated in our January submissions, OPG strongly supports many of the principles outlined in the advisory committee on innovations report.

This slide summarizes OPG's recommendations made in our submissions to the advisory committee.  Across the top the table headings represent the five objectives that we believe should guide this DER remuneration consultation.

We have also set out all of the principles that we believe support these objectives.  While we believe that all of these principles are important, I want to highlight a few principles that we see as most important.

First, the need for commitment to competition.  Competition will drive innovation, lower prices, and ultimately create a developed market, providing greater choice for customers.

Ultimately we want to have a market that enables more entities to compete and offer DER solutions that drive value for customers.

Second, regulated entities and even private businesses should be encouraged to develop DER solutions that enhance the use of existing utility assets so that ratepayers will benefit from existing utility assets having longer useful lives, as well as a potential displacement of future capital investments.

And to facilitate these principles, we believe there is a need to put forward policies and processes that enable the marketplace to capture the value that DERs bring to the system.  On this point, we believe a strong policy and process linkage between the OEB and the IESO is needed.

Board Staff asked us to frame our presentations today under the lens of what we see as the objectives for this consultation, the issues that need to be resolved, and the principles that should guide Board policies.

Today in the interests of time we would like to focus on two of our listed objectives.  The first is focusing on producing a level playing field to expand the DER marketplace.

The current marketplace has organically formed and the fact that we are having this consultation is an indication that it is time for the DER marketplace to have a more formal structure, including more defined linkages between accountable regulatory bodies.

To achieve this objective we suggest the following mix of principles which are shaded in green on the slide and the guidance noted below these principles be adopted.

An output of this consultation should be to set a foundation for all the participants as to their roles in the DER marketplace.

We have OEB-regulated entities as both proponents and connecters of DERs.  The IESO is a key player in this marketplace, being the regional planning -- planner, and customers are implementing solutions primarily on their own initiative.  All players in the market can benefit from clarity on their roles, as well as tighter integration.

Policy guidelines should be based on the principle that DERs provided by OEB-regulated entities should not hinder the marketplace.  If these entities want to become DER providers and own their own assets, they should conduct these business activities via an independent affiliate.

Having stated this position, an area of grey that exists and needs to get addressed is where the regulated entity proposes to implement DER solutions to enhance or support their regulated assets.

The fundamental questions must be, do the proposals provide a system benefit?

Additional questions we believe need to be answered are:  Does this need hinder the competitive market?  Is it the most cost-effective solution?  What is a level of regulation around these proposals?

With more than 60 regulated entities in Ontario, how do we gain certainty that the proposals' benefits will be realized?

We believe that a first important step to answering these questions and ultimately expanding the marketplace with a level playing field is to ensure that the roles and responsibilities of system planning and DER integration are clearly set out.

The second objective that we wish to emphasize is that the OEB produce standards to create a marketplace that can expand in a timely and efficient manner.

The environment is now ready to be better coordinated.  Coordination where the stakeholders work together to produce a comprehensive set of processes that plan for DERs, procured DERs, and set out standards for connection.

An output of this consultation should be to define standards and formalize how regulated entities incorporate DERs into their asset planning.

Further, this consultation should create standards for procurement, connections, and information-sharing between the IESO, OEB-regulated entities, and DER providers.

OEB policies and processes should have regulated entities evaluate DERs as an alternative to their capital needs.  The OEB can augment the current requirements of regulated entities to enable a DER procurement in their asset investments and submissions.

Maybe standardized evaluation business case templates would create consistency across the sector.

The OEB can codify the standard for connection of DERs in a similar manner to the current electric service connection policies.

Potential mechanisms should be considered to evaluate the cost-effectiveness of the deployed DERs.  Enforcement mechanisms to ensure compliance of these requirements should be considered.

The goal from OPG's perspective is to achieve a level playing field through standards and more tightly-defined integration of accountable regulatory bodies.

The customer benefits should come through lower cost connections, optimizing or extending use of existing assets which can displace future capital investments and create an environment that could produce technology innovation and enhance customer choice.

In summary, we are encouraged by this consultation and the overwhelming number of participants.

OPG is pleased to have had the opportunity to provide its perspective.  OPG is a DER participant, and we are an OEB-regulated entity.  We believe we provide a unique perspective.

I will leave you with these final recommendations.  One recommended outcome from this consultation is to drive tighter coordination between the OEB and IESO, where the IESO leads resource planning and the OEB leads licensing and setting the regulatory framework.

Another recommended outcome from this consultation is that there is no expansion of scope in the regulated entities that hinders expansion of the DER marketplace.

Regulated entities can participate in the DER market through their affiliates.

Specifically, a regulated entity's role is a facilitator of DER connections, managing the bi-directional network flow, and finding DER solutions that optimize the use of its existing assets.

With information transparency, we would also see reporting and monitoring that brings visibility into the DERs, as well as supporting the enforcement of standards as set out by the OEB.

We also propose a generic proceeding to establish simplified connection standards and review existing OEB policies and framework guidelines to integrate, simplify, and maybe consolidate where possible.

Finally, OPG also proposes a simplified regulatory framework that is not impeded through unnecessary bureaucracy.

Thank you for your time.
Utility Responsibility to DERs, Mr. Curtis:

MR. CURTIS:  Okay.  So Tim Curtis, Niagara-on-the-Lake Hydro, and I thought I would like to bring a bit more of the smaller LDC perspective to this, although I don't claim to speak for any of them except for Niagara-on-the-Lake Hydro.

I would also like to just shout out for John Sherin in the audience, the president of CHEC, which is an umbrella group of about 17 small LDCs, and we often talk about topics such as this.

I guess I didn't have my chart.  Okay.  I sent in an updated presentation.  While you are doing that, I will speak to it.

So what would be on the screen is we have about -- we're a small LDC, about ten thousand customers, but we have about 165 -- sorry, microphone.

Is that better?  There we go.  Okay.

Yes, so a small LDC about 10,000 customers, but we have about 165 DERs installed; one hydro, biomass, a bunch of solar, including six net metering.

We also have one lithium battery, and that is germane to this.  It is a project we're doing under the smart grid fund and the point is to actually test how we can allow more distributed generation on a feeder line using a battery.  So we hope to be installing that within the next few weeks.

Now, the bulk of my presentation is some practical issues that has arisen as all of this DER has been installed in our territory.

A LDC responsibility to customers who wish to get electricity is very clear.  We have an obligation to connect.  This is clearly stated in section 28 of the Electricity Act, and the standards for connection are also clearly understood and generally consistent across the LDCs.

These include what is the responsibility of the LDC, what is the responsibility of the customer, what could be charged and what should be provided at no charge, and how long the connection should take to get established.

As LDCs understand this responsibility, they can plan accordingly.  Upstream investments can be made to accommodate growth, to improve reliability, and to update aging infrastructure.

The nature of these investments is generally understood and LDCs can make the investment, confident it will be included in rate base and a return earned on the investment.

When it comes to DERs, these responsibilities are less clear.  First, LDCs do not have the same obligation to connect.  Before a customer can connect generation to the grid, they must either have a connection impact assessment done by the LDC, or if the generation is small enough, permission from the LDC to connect.

The LDC can deny the connection.  This non-obligation was recognized in awarding the microFIT contracts, as applicants had to have approval to connect from the local LDC and, if they were large enough, from Hydro One before a contract was awarded.

The most common reason for an LDC to deny a connection was due to concerns of the impact of that generation on the quality of the electricity on the feeder.

Potential quality issues include voltage stability, fault current, and anti-islanding provisions.

The generation could thus create issues for other load customers, or it could impact equipment and systems further upstream.

Most LDCs use a variation of IEEE 1547 in determining if the generation can be accepted or not.

Due to the amount of distribution DERs on that system, Niagara-on-the-Lake has experience with this issue, with over 165 solar installations, totalling two and a half MG of hydro and total that represents seven percent of our total load an a capacity of 10 percent of our peak.

This is one of the highest concentrations of solar and other DERs in one LDC territory.

By one interpretation of IEEE 1547, three of our seven feeder lines are at capacity, and on occasion, we have had to deny customer solar generation connections.

This creates inequities and a lack of fairness.  A customer who installs generation early will have easy access to the grid.

A customer who wants to install generation later may be denied, as the feeder they are on is now at capacity.  This customer may have to install additional protection to get access, such as transfer trip or anti-islanding features, which can be expensive, or they may have no ability to get access.

Second, the LDC is under no obligation to make investments in the distribution system or Hydro One and the transmission system to allow more generation access to the grid.

In fact, it is unclear if investments of this type would even be allowed to be included in rate base.

These currently appear to be dealt with on a case-by-case basis by the OEB.  One consequence of this is that at times, generators have been required to pay for the upstream investments by the LDC in order that the distribution system can accommodate the generation.

Again, it appears unfair that some generators have to make these investments while others do not, especially if the need for the investment may have more to do with the age and quality of the distribution system rather than the particular load or remoteness of those locations.

As has been pointed out many times, the cost of solar power continues to fall.  It is now economical in Ontario without subsidies for large installations; witness the recent investments by Oxford properties.

The cost of other DERs such as wind and batteries is also declining.

It is not yet economical to install residential solar installations in Ontario without subsidies.  However, it is economical in other jurisdictions that have more favourable weather and higher costs of power from their grid.

Niagara Hydro believes it may be only a matter of time before residential solar installations become economical in Ontario.  When that happens, the use of solar power could take off.

Battery technology holds the same potential as do electric vehicles.

We should note that we do not support providing subsidies for renewable generation.  Our opposition to the followers of the Green Energy Act made that clear, nor do we support making all the investments -- necessary investments now in anticipation of the generation.  We could be wrong.  However, we do support creating the legal and regulatory climate that makes the information of DERs as simple as possible when required.

The Ontario Energy Board therefore needs to determine the overall regulatory framework with respect to DERs.  One option is to continue with the current approach.  This allows customers to connect on a first-come, first-served basis, it gives the utility the control over how much DER could be placed on the system, and the ability to mandate what investments the customer must make in order to connect the DER.

An advantage of this current approach include it minimizes the cost to current rate-paying load customers, it creates a system that is much easier to control and manage, and it does not require the development of new skills by the LDC.

However, it has many disadvantages.  It limits the amount of DER that could be connected, therefore eliminating how prevalent the use of DERs can become.  Different customers will have different treatments depending on when they try to connect the generation and which feeder they are on.  And it effectively places the responsibility for mitigating the impacts on the customer.

An alternative approach is to mandate LDCs and Hydro One to manage and design the systems so as to allow as many DERs as possible to connect.

The advantage of this would include that managing the impact of DER can be more efficiently achieved if done at the LDC or Hydro One level, for example utility scale batteries on distribution feeders are much more efficient than individual batteries tied to each renewable generator.  We're seeing a lot of that latter in the southern States.

It also reduces the cost of implementing DERs for the customer, therefore encouraging their adaptation, and it forces the LDCs to consider DER in a systematic manner.

The disadvantages, some of which have been brought up in this conference, include the additional investments and scales required by the LDC increase our costs.  This must be passed on to customers.

A means of passing on these costs without unfairly charging those customers who did not install DERs need to be developed, as well as a means of assuring these costs are reasonable.

LDCs -- another disadvantage is LDCs may be tempted to design for a system -- their system, rather, for a future that may never happen.

And battery technology itself is still in development.  So the best approach to dealing with this issue is not really yet known.

I would like to -- even though I know the purpose of this was more kind of to provide the higher level of what we should be doing, but provide some recommendations based on our experiences as much as anything else to avoid a future trip to Toronto.

[Laughter]

MR. CURTIS:  The goal of any utility should be to provide the best possible services to its customers at a reasonable price.  Providing customers with choice will become a way to improve service in a manner that did not previously exist.

NOTL Hydro supports providing customers with as much choice as reasonably possible.  NOTL Hydro therefore recommends that utilities be mandated to manage and design the systems so as to allow as many DERs as possible.  The cost of these operational capital changes would be included in rates through rate base and cost recovery.

Some more details of this includes the following.  There should be a minimum size for a mandated connection.  Just like with the load customer, there should be minimized DER at and below which the utility is obliged to connect at no cost to the customer.

For example, for solar and batteries this could be a 10 kV net meter connection and for electric vehicles it could be level 2 chargers.

The utility would be responsible for managing a system to allow the free connection of these DERs by as many customers as wish.  These connections would still be subject to the same conditions as a load customer with respect to their allocation in relation to the local grid.

For DERs above this size a cost allocation may be chargeable.  The standards for determining this allocation would need to be set, just as is done with load customers.

We would also need to safeguard customers who do not install DER.  For fairness, and to prevent customers without DERs for having to pay for all the upgrades to the systems, it may be necessary to allow two rate classes, one for customers with DERs and one for customers without.  This split would apply to each of the existing rate classes.

While the split would vary by LDC and be somewhat arbitrary, recognizing that all customers have some benefits from DER, it would be no more arbitrary than the existing allocation of costs across rate classes.

For existing net metering and FIT and microFIT customers who are already in place you have to make certain exceptions.  Existing customers have not been charged subject to the charges described above.

For net new customers it seems fair to charge them as the customer DERs, as a benefit from net metering varies over time and is subject to rate changes.

However, the current net metering charge could be made a lot simpler than the currently complex one, which is very difficult for customers to understand.  The FIT, microFIT, and other generators that input directly on to the grid under IESO purchase program, it does not seem appropriate to charge them with any new recommended fees.  These were not in place when they entered into the contracts, nor could they have been reasonably anticipated.

There should be no restrictions for fully behind-the-meter DERs.  Customers that use 100 percent of the grid are not really causing any problems on to the grid as long as they do not push power back on to the grid.

These customers, however, would be responsible for ensuring appropriate controls are in place to prevent any generation leakage.

And finally, in terms of the timing of the system changes that is required, it is important that utilities be free to make the modifications to the system based on their own assessments and not based on regulatory mandates.

The regulatory system should be similar to the current system for distribution and transmission grid improvements.

Each utility will face different circumstances in terms of the proportional number of DERs becoming part of the grid, the distribution of those DERs across meters, the impact on load, and the timing of the DERs and the technology that is available.  Each utility and LDC will come up with a different distribution system plan that is tailored to their needs and timing horizon.

In summary, customers should be able to use DER where and when they want, subject only to reasonable charges.  Line congestion should not be a reason a customer cannot connect DERs, as generally speaking it should be the responsibility of the utility to clear the line of congestion.

Thank you.

MR. MATHESON:  Well, thanks very much to both groups.
Questions, Discussion, and Wrap Up


Are there any questions for either of our presenters?  Yes.

MR. LADANYI:  Tom Ladanyi, Energy Probe.

Listening to OPG, I was wondering about surplus base load generation, and then I looked up your last filing and noticed that OPG had remaining $278 million in the surplus base load generation, and I was wondering, won't more DERs on the system actually increase the balance in the surplus base load generation account which you will be recovering anyway from ratepayers?

MR. SIMPSON:  It is a very interesting question.  That projection for surplus base load generation has more to do with the bulk system resources than the DERs that have come on.

I don't think we can give a full answer on that.  It is a very complicated question, as far as the cost of that.

MR. LADANYI:  Sure.  But in general terms, though, the more other sources of power provide power to the Ontario system, the more water you are going to spill over in Niagara Falls and not produce electricity with it.  Isn't that what is going to happen?

MR. SIMPSON:  There is some accuracy to what you are suggesting.  But again, it's primarily a balance of bulk system supply and demand.

There will always be a small amount of spill to provide system stability.  It is maybe helpful to remember that stability for the Ontario system is largely provided from the Niagara facility, and so that is the right place to make adjustments.  So there is a structural reason for having some spill there, which is separate from surplus base load generation.

MR. LADANYI:  That's quite true.  However, the way I see it is that ratepayers will be paying for surplus base load generation, whatever it is -- i.e., power that could have been produced by power generation facilities in Niagara -- and they will also be paying for the same power from DERs, so they're going to pay twice for the same power.  That is where we're heading.

MS. MacDONALD:  Maybe if I could just add to that.  One of our submissions was the importance to ensure that DER deployment is integrated with system planning.

And we think that there needs to be definitely tighter integration between how the regulatory framework is set for DERs and the role that the IESO plays as system planner.

MR. LADANYI:  Then can I have one more question?

MR. MATHESON:  Yes, sure.

MR. LADANYI:  You spoke a lot about competition and perhaps this is a slightly unfair question.  Is OPG planning to be a DER provider in an unregulated market through some kind of an affiliate?  Are you planning to do this?

MR. SIMPSON:  I think it is a fair question.  OPG has, if you will, regulated operations and some unregulated.

At this time, we are providing some unregulated services to the market, some behind-the-meter storage projects that are hosted on customer sites.

So that affiliate business is providing to the market today.

MR. LADANYI:  Okay, thank you.

MR. MATHESON:  Just a shout out to our folks online.  Thank you for still staying with us.  There is a Sli.do question that Stacy is going to read on your behalf.

MS. HUSHION:  Great.  So the question is for Brenda.

How has your black start capability improved since August 13, 2003?

MS. MacDONALD:  To be honest, that's a very detailed question, going back in history quite far.

Jack, do you want to handle that one?

[Laughter]

MR. SIMPSON:  Now I can make this very long and boring, but I have been, in past work, involved with the IESO's restoration planning for a system outage which you referred to.

Fundamentally, the black start facilities that are in place today really haven't changed since that event. There's a lot more rigorous planning and exercising to make sure they respond to such a large event, and that planning exercise is fully supported by IESO and Hydro One, and the large generators.  And OPG does contract with IESO to provide some of those certified black start facilities, as many of you will know.

So the lessons from that event have been incorporated in the restoration planning.

MR. MATHESON:  We have a question here, and then Jay.

MR. LUSNEY:  It is less of a question and more of a comment back.

I think one of the risks where we stand today is looking back at problems we had in the history versus going forward.  I think OPG correctly pointed out that when it comes to system planning, that is the responsibility of the IESO.

So I think it is important for stakeholders that we talk about this, especially total system cost. The IESO's latest preliminary resource adequacy states, and there is slide 3 in the demand response working group shows this, and they're supposed to come out this month or next month.

But with all existing resources in the system and based on current projections of summer demand, starting in 2022 we are short on capacity for our resource adequacy needs, around 2,000 megawatts by 2024-23 out.  That is with all resources staying in the system.

Resources that reach the end of their life or end of their contract, that resource adequacy shortfall begins in 2022 and reaches 16,000 megawatts by 2040, and we're talking about 6,000 megawatts by 2025.

Building new resources regardless is not an instantaneous activity.  It is an activity that requires permitting, construction, approvals.

So as we're looking at where DERs fit in total cost, I think a net cost analysis one way or the other, whether it is a market clearing price in the wholesale market or with DERs, is very important.

But let's be clear.  Our system operator is saying that while we may be long on energy, we are going to be short on capacity by their view right now.  And short on capacity within a construction timeline for traditional large centralized, as well as DERs.

So I just want to make sure as we're talking, going back to what this system operator at least has published as of a couple of weeks ago.

MR. MATHESON:  Okay.  Anyone want to comment on that?

MR. SIMPSON:  We agree.

[Laughter]

MR. MATHESON:  Okay.  Over to Jay.

MR. SHEPHERD:  I have two quick questions, the first for OPG.  You described your project at Gull Bay First Nation and I was surprised when you said it reduces diesel by 30 percent.  Is that because of a technical limitation?  Or is that because that's as much as you wanted to bite off right now, but there is still more potential to go higher.

MR. SIMPSON:  Yes, thank you for that, Jay.

The community prior to the project was served 100 percent by diesel, and the project that we put in could be sized for addressing some of that.  But it was uneconomic to go larger.

There's still that potential to increase and scale the system, but it was just a reasonable cost point at this time.  So there is no reason it couldn't be taken further, but it is at that certain scale right now.

MR. SHEPHERD:  Is it a solution that is replicable in other First Nations?

MR. SIMPSON:  Certainly for other remote communities, yes.

MR. SHEPHERD:  So then my second question is to Niagara-on-the-Lake Hydro.

Do I understand correctly that basically what you are suggesting is that the relationship of the distributor to a generation customer should be similar to the relationship to a load customer; that is obligation to serve, low cost connections first of all, connections and predictability?  Am I right that you are saying OEB, give us a set of rules like that, like the load set of rules, but for generation?

MR. CURTIS:  Basically, yes, because our view is eventually, as I said, if you are supportive of customer choice, you have to give them the ability to make that choice.

MR. SHEPHERD:  Okay, good, thanks.

MR. MATHESON:  Any other questions?  Thanks very much.  So the conversation that we have been asked to have and we might have gotten to it after the last presentation, but frankly your questions went on so long and we didn't want to interrupt those because we figure anything that is coming authentically from you is good.

But in the time we have left, which is just around 45 minutes, we wanted to start to begin to tackle the question of the role of the utility in the system.

Clearly, if you take a read of all of the various presentations, this is what one might smilingly refer to as an excess of dissent, that there is a range of opinion over the various appropriate role for utilities, and of course this probably has a lot to do with everything from the rather unique ecology that we have in Ontario to the various different interests of the various entities, and frankly to the different perspectives of players inside the system.

It's been mentioned a couple of times already that it really is probably a beneficial thing if we can have regard to some of the activities of other brother and sister regulators.

One of the things that I found very helpful in preparation for this was looking to work that, I guess, the IESO oversaw and has on its website through the Energy Transformation Network of Ontario.  There is a robust report out on DERs that came out in June.

It creates a rather useful framework that was, I guess, originally created by the Lawrence Berkeley National Laboratory that identifies four different roles within the system.  And in sort of crayon form, I have put them up here.

The overall transmission system operator, there is the distribution system operation, there is the distribution owner and operator, and then there is -- sorry, the owner, and then there is the Toronto energy resource activity itself.

And they have a very interesting follow the bouncing diagram progression that runs from pages -- I don't know, around ten or so or 14 through about the next 15 pages and it shows a variety of different models.

In a sort of complex conversation like this, as we have said it is useful to have common terms and it is kind of useful to have a static diagram that you can use to refer to.

And so what they do to sort of help structure the conversation is they say basically today's LDC in Ontario sort of, roughly speaking, operates in this space here, some of those functions with some of those functions of the DO and some of the DSO.

And then they put a range of options out which would show either a greater or lesser role for the LDC.

I think in what you might call a fun facilitator trick, I think tomorrow what we will do is actually give everybody a copy of a generic version of this.  We will just take it from -- with permission, with apologies to IESO, we will take a page and pass one out to everybody and you can mark what you might say is your view as a starting off position of where you think the appropriate roles might be.

And so the reason I set that out now is because you may want to have a look at it this evening or as we're talking now because it is online and quite easy for you to look up, and -- but tomorrow I will give you a paper copy of it and we can get everybody's initial take on it and aggregate or queue up what we hear, and not for the purposes of doing anything other than just seeing what the range of opinion is of folks in the room.  It is a very convenient way of doing it, because it reduces -- there is nothing like a picture for creating a series of roles and responsibilities.

So a bit of a shout-out to IESO for having created that very organized way of structuring the conversation.

But in the spirit of less structured and less organized conversations, which this will be building towards, I wondered if we could again sort of replicate the success of this morning's conversation, a series of short outbursts on most important issues, however, restricting our comments to design and structure of the role of the LDC and the system, because this is obviously a very important thing that is on lots of people's minds, and it would be quite helpful to start accumulating a running list of issues.

Anybody have a place to start on that?  I have never seen Jay turn me down.

[Laughter]

MR. SHEPHERD:  So you're saying I have to make something up?

MR. MATHESON:  Well, no more than usual.

[Laughter]

MR. MONDROW:  Again.

MR. SHEPHERD:  Again, thanks a lot, Ian.

[Laughter]

MR. SHEPHERD:  I talked a little bit about this, and, you know, there are -- the LDC has a technical role that they can't avoid, because they are, in fact, the operators of the system the DERs are connecting to, and that includes making sure the feeders can handle the DERs and some of the things that you were talking about.

But there are two other roles that are the more controversial ones.  The first one you can't avoid.  The two other roles, or maybe three other roles, two other roles, one is as gatekeeper; that is, deciding who gets to connect and on what terms, and that has been problematic in the past, but maybe less so today, but it has been problematic in the past, and that is the subject of that other consultation.

And the other role is as competitive market player, and whether it is through an affiliate or whether it is through the utility, as long as affiliates and utilities are as close as they are currently it is the same thing.

And one of the things I think we have to be clear on is the gatekeeper role and the player role are not consistent with each other.  You can't have both.  If you are in one, you've got to be out of the other.  I'm talking 100 percent entirely.

So that is my comment.

MR. MATHESON:  Okay, other thoughts?

MR. HARPER:  Bill Harper from VECC.  I guess when it comes to role of the utility I guess I see it as being facilitating cost-effective and reliable customer access to electric service, and I guess the interesting question that Tim brought up I think is probably fundamental, and I apologize to Ian.  I'm talking about electricity.

Just, is your question about is, what is a customer, who is a customer, or is it just a consumer?  Or are DERs actually customers?

If DERs are being connected or sort of considered solely because they are either a system supply or they are a -- trying to increase choice from consumers, then that is a somewhat different perspective than if they are a customer themselves, as you were saying, Tim, that enjoy certain rights as customers, just like consumers enjoy certain rights as customers.

So I think that is a fundamental -- because if it is just consumer choice, then it seems to me that consumer choice has to be balanced.  Consumers can have choice, but to the extent that those choices aren't providing the benefits to other parties, they should be willing to pay the cost of exercising that choice, which is a -- which would put a different balance on who is paying what than if you view DER as being a customer and having similar access to the system.  That is just a comment.

MR. MATHESON:  You were next, I think.

MR. LUSNEY:  So you referenced a Berkeley analysis, and this is just a comment, because this type of question is incredibly loaded, and there's an incredible amount of nuance as it relates to the Ontario context and all other aspects.

One way to view this -- and this is taking a step back.  As distribution systems, which traditionally have been one way -- take from the bulk system and deliver to customers, become more two-way -- one of the existential questions that all kind of system operators are struggling with and they kind of generally fall into two camps is, should the system operator -- in Ontario's case this would be the IESO -- should their purview go deeper into the distribution system as DER penetration increases?  That is one general camp.

The other one is, should the boundary between the existing system and the distribution system become more firm?  And therefore the distribution system operator, whoever that is, starts to trade with the bulk system similar to how Ontario trades on their inter-ties with other markets.  So it is not a comment or a justification.  It is, when you read the literature that is coming out recently, that is kind of the two camps it's settling in, but then of course when you go to Ontario's context or any market's context you open a huge can of worms.

So it is a difficult question to kind of answer what role does the LDC fall in, because you start to actually ask, what role should our system operator, should our regulated assets, should our other operations start to get into.  So just trying to bring the --


MR. MATHESON:  I guess to some degree what you might prefer would depend on whether there was somebody to fulfil a supporting role or not, right?

MR. LUSNEY:  Yes.

MS. GRIFFITHS:  Hi, Sarah Griffiths, Enel X.  I think, you know, that is the goal we're trying to get to this week, and I think that is a nice way to put it, Travis.

Going back to the role, I appreciate that Jay logged that franchise point at the beginning to start off the day, because I think it is -- you know, that is, I will use the word "extreme" in a non-controversial sense.  It is an extreme way to look at how to solve what we're discussing today.  And I think that would be, you know, a good discussion point to have as we roll down this road of how 

-- what the role of DERs is.

However, I will just, you know, maybe go a little easier and less controversial and perhaps simpler, because, you know, what we're actually going to be able to accomplish in this, and going back to an earlier point I made is, you know, perhaps the role of the distributor is the enabler of markets, and markets within the distribution system, and I would also agree with Jay that I don't think you can be a gatekeeper to a market or I guess the holder of the market as well as be a competitor.

MR. MATHESON:  Thank you.  I will go there first.

MS. GIRVAN:  I would just like to support, Sarah, that I think LDCs should be enablers, but not actually getting involved directly.  I think that is important.

MR. MATHESON:  Okay.  Yes.

UNIDENTIFIED MALE SPEAKER:  Something we have only touched on briefly is that in the Ontario marketplace we have 65 LDCs or so.  That's a large number.  Something that hasn't really been mentioned once I think is consolidation.

When we are discussing these issues, what factors are there in having this many LDCs, what factors are there in having a number of LDCs that are, you know, under 100,000 customers, did their scale -- does their scale affect their ability to integrate DERs, we look at the processes of, say, even just interconnections both practically and philosophically, there is a very wide range of approaches across the different LDCs, how is that going to be a consequence of what we're trying to accomplish here.

Should there be more focus placed on some of those questions and how we can maybe simplify the market in the long-term, and if we can't do that, you know, how is that going to slow down or jeopardize what we're trying to accomplish.

MR. MATHESON:  Thanks.  And -- oops, yeah.

UNIDENTIFIED MALE SPEAKER:  One observation I would like to throw in there is when it comes into running a, you know, a market from -- the term they use, you know, is DERs distributed all over the place.  I think there is two functions.  One is the physical dispatch, because somebody actually has to turn them on and off, and I say that because there is uncertainty as to whether or not there will be a market signal.  From a competitive market perspective that could actually be used for that purpose.

So there may be two different things going into that.  I think there is a physical dispatch -- turn the stuff on because the system needs the supply in a certain area and based on all of the demand -- function, and whether that can actually be married as the IESO does to a market signal is a good question.

Even the IESO has factors inside of its market that are based more on dispatch reasons than they are on market price.

So when you extend that down into the kinds of solutions that show up on DER, you may not have a market signal.  So there is some question there.

MR. MATHESON:  Yes.

MR. MONDROW:  Somewhat like Sarah I can come at it from a different starting point rather than trying to get the big epiphanous (sic) answer.

To my mind, off the top of my head, we have existing infrastructure, including distribution infrastructure and distributors are distributors; that is what they do now.

There's been a lot of talk about non-wire solutions, when they're more cost-effective, when a solution is necessary at the distribution level.

And if we want distributors to look at the most cost-effective solution, taking into account all technological options including new distributed technologies, we need to figure out the remuneration piece.

But ultimately, their responsibility, like with any other distribution investment, should be what's the most cost-effective way of solving whatever the issue or problem is that they need to solve.

It seems to me that at some point, if those solutions cost effectively turn out to be distributed energy resources and you get enough of them, the distributor is going to have to take some operational control, because it is my simplified understanding that at a certain critical mass, the distributor has to control those resources forked to preserve the integrity of the system and the services it provides.

So to me, that's one way to look at the evolving role of the distributor.  The first threshold is how do we make sure a distributor looks at non-wires solutions on a level playing field with wire solutions.  But beyond that, their function remains a distribution function.  They're not a competitor.  They're not a DERs developer.  The owner has affiliates, if that's what they want to do.  They're distributors, and that is what their legislated responsibility is.  So that is how I see it.

But the other way to come at that, which was raised earlier, is the distribution function to serve customers.

If customers want to connect, if DERs customers want to connect, should they be allowed just because there is a legislative obligation to connect.

That is not what I would advocate.  I don't think that is what IGUA would advocate, because I am not sure, to Marc’s point, that is cost-effective unless we do the study and figure that out.

So I am kind of more partial to the where we are at now, and how do we incorporate these new technologies and what steps does the distributor have to take in order to do that effectively.  And at some point, they become something different, but I am not sure we have to define that end state at the moment.

It may be more productive to look at the next steps in order to incorporate the technologies on offer into our system.

So that's my suggestion.

MR. MATHESON:  Next.

MS. LAKATOS-HAYWARD:  Kerry Lakatos-Hayward.  I wanted to commend Niagara-on-the-Lake for a very forward looking and thought provoking presentation.

MR. CURTIS:  Thank you.

MS. LAKATOS-HAYWARD:  It really puts some of the customers front and centre, and what struck me was an exchange with Travis regarding the obligation to serve both as a load and as a generator.  I think that was a very insightful point to make.

I think we have all read the literature around energy Prosumer, and that really starts to get at the different roles and responsibilities that we need to plan for going forward.

We haven't really talked about today, and I don't know if we will in the next couple of days, but we have aggregators today from a DER perspective in Ontario, not just the end use customer.

But we also have, you know, community solar.  We have customer choice and now start getting into other jurisdictions that may or may not be relevant.

But these are all going to be important actors that we need to -- I like what you said about a need to define a legal and regulatory framework that is forward enough thinking that we can accommodate it.  We don't need to figure out all of the answers now, but we can accommodate this in a timely fashion.

MR. MATHESON:  I think there is a comment on Sli.do.

MS. HUSHION:  Maryanne Frasier just wanted to suggest we look at Brantford Power.

MR. MATHESON:  Other comments?  Jay.

MR. SHEPHERD:  Yes.  We don't seem to be making a distinction between DERs that present to the system as variable load as opposed to DERs that actually deliver generation to the system.

In the former category, DERs that have variable load, I mean, aside from the fact that we can send better price signals, I am not sure why we would -- I am not sure, this is to Ian's point about control -- I am not sure why the distribution utility would need to have control over them.  It is a variable load.  You don't have control over other variable loads; why would you have control over this one?

Now, if a DER is actually delivering energy into the system, that's a different story.  I get that.  But it has always struck me as odd that people would say, well, no, if you have a protocol that you turn off your lights at night to reduce your power needs, we have nothing to do with that.  How you manage your building is not our problem.

But if you have solar on the roof and it changes your load profile, we want to have some say in that.

How is that different?

MS. GRIFFITHS:  Hi, Sarah Griffiths.  I think that is a good distinction to make.  I would take it one step further, depending on what the agreement is in place.

So if I am a customer with a behind-the-meter asset resource and I can do whatever I want, I act as a load.  But if due to some sort of market signal or procurement contract I have with the utility to deliver a non-wires solution, then that's where I think you get into the discussion of control.  So control versus ownership.

Is control that the utility sending the dispatch signal to me and me responding because of a contract?  Then that is perhaps the definition of control.

So I think there the next step is what is control, what is ownership?  And you know, I look forward to those conversations.  But I think this is a good distinction.

MR. MATHESON:  Next?

MR. LUUKONNAN: Paul Lukkonnan with CES.  I also wanted to commend Tim on the presentation and some of the directness I think that he took in trying to resolve some of the issues.  I think it is very poignant that you can talk to your experience with the high penetration on your system.

I also wanted to try to touch on, you know, how we conceive of the LDC.  I think the issue that we're talking about now, control, is a huge one.  I didn't intend to touch on that yet.

I do want to think of it or -- there was recently a comment about traditionally they distribute.  They're distributing from the bulk system, and I wonder if it is helpful -- you know, eventually we have to hitch our wagon how we’re going to conceive of a lot of these terms and the role of the LDC could be simply, you know -- as a distributor could be extenuated or extended, I should say, to manage the flows both ways.

I don't know as we would go so far to call that, you know, to the extent that it is a balancing authority, you know, could have to do with -- more to do with I think the important points Travis brought up about where is that demarcation point and where do we want the distribution system to move more upstream or do we want the operator to come sort of further downstream.

So just in terms of maybe we can keep the idea of distributing electricity, but to have that responsibility to distribute it both ways.

MR. MATHESON:  Okay.  Other comments?  Yes.

MR. PEPPER:  Steve Pepper from OSPE.  We are going to have an explosion of technologies in business models that there our poor LDC partners will have to interface with and find their way around without having to become mini IESOs and OEBs and transmission generators themselves.

Some of our, you know, utilities are so small that they don't have the capacity that some of the larger utilities have to interface.

I mean, some of the technologies -- I mean, we've got virtual net meeting projects that are out there, aggregate generators that are out there and present themselves as such.

You know, bi-directional electric vehicle charging that is going to explode on our networks.

Condominium board owners that will own generation assets and want to bill individual condominium owners for the consumption that they're using, just like anything else.

All of these are problems in our regulatory regime at the moment.  There is DC micro grids that are going to be appearing on our networks and wanting to bill customers without -- those are services that our utilities don't even provide as DC energy supply.

So, you know, we have to step back and look at what's coming at us and, you know, understanding all of this, and I think there is a real rule for our distributors to be -- to simplify and really be focused in terms of what their expectations are.

And, you know, Tim's comment about really facilitating connections to the electrical system in the lowest possible, most efficient manner, I think, is pretty simple and clear and goes back to basics.

There is going to be an explosion of different cost structures and pricing mechanisms.  Some will be provided by third parties.  Some will be provided by regulated utilities.  There could be competition for customers on supply between distributors and out-of-market providers.

So I think, you know, if we start with a fairly simplified focus, I think that will allow a lot of technology solutions to come into play, but it's -- you know, we had a big discussion about that in our group and, you know, we feel quite empathetic in terms of the challenges that the LDCs are facing, if they're supposed to be being everything to everyone, and that is not a sustainable ask for them.

MR. CURTIS:  Sorry, there is one little bugbear that has now come out twice -- well, it's a pet peeve of mine, so I would like to object to it -- like to respond to it, is that size of utilities is not an issue.  You know what?  They said that when the market opening happened, big -- small ones wouldn't be able to handle it.  They said that with all -- smart meter stuff, we wouldn't be able to handle it.  And you know what?  Not only have we handled it fine, but if you look around the province, some of the lowest rates in the province are from small utilities.

And one of the ways we do that is, you don't have to do everything yourself.  That is why we have groups like CHEC, and, you know, a great example is when we talk about this balancing, and I do see that as being a utility function of the future, but I don't see myself developing the software to do it.  I don't necessarily see myself running the software.  I can see third parties doing that on my behalf, so that they would provide that service to Niagara-on-the-Lake Hydro and we would in turn provide that service to our customers.

So -- but, no, we don't need to consolidate to provide these services to our customers.  Sorry, guys.

MR. MATHESON:  Does anybody just want to comment on the consolidation "yea or nay" thing before we move off of that?

MR. MONDROW:  Not now.

MR. CURTIS:  BSI.

[Laughter]

MR. MATHESON:  Okay.  We have heard this notion, I think, of letting things evolve.  Do we think that what's indicated here is a role for the OEB that says, I think you called it the -- it wasn't the eureka moment, but it was the he epiphanous moment, yes, like, do we go for an epiphanous moment where the OEB says ta-da and puts a framework out there, or we've heard a couple folks talking about a more evolutionary model with a couple of simple principles about encouraging things.

And we will get to you in just a second.

What do people think about this?

MR. MONDROW:  So, I mean, I think we started off this morning by noting that the OEB should not be out in front.  Too much of a lag is unhelpful, but a measured response in reaction to what it sees and the issues coming its way actually creates a moderating force which the hypothesis I tabled is that it is actually beneficial.  It is better not to knee-jerk around.

So using that kind of approach, that kind of model, rather than a fully formed end state, as I said a few minutes ago, I would certainly see, and I think IGUA would support the OEB trying to stay up the curve and stay at least parallel with developments, but not get too far out in front of them and not be making those decisions that the market or the customers or the technologies should be making.

The OEB shouldn't be picking winners or losers, including in respect of an end state model, it should be keeping abreast and removing barriers along the way in the role of an economic regulator.

MR. MATHESON:  Okay.  Any other comments on this specifically?  We have got several, I see, so I will start there and work my way this way.

MR. LADANYI:  My comment is actually perhaps a question for OEB staff.

How does this initiative that we are participating in now differ from EB-2019-0207, which is connection review initiatives?  I thought -- they really -- this must be a huge amount of overlap.  Should they not be working in tandem?  How is this supposed to work?

MR. MATHESON:  We don't normally make this guy answer questions, but I think one -- just this one time --


[Laughter]

MR. BISHOP:  So the DER connection initiative is really focusing near-term on things like the extent of appropriate standardization, making sure there is consistency, with the objective that there is a certain degree of consistency across the province for all utilities in respect of the DER connection.

The DER -- responding to DERs is a broader question about value, about need, about roles, the kind of questions we're having today.

We are certainly -- I mean, in many initiatives Board Staff inform each other, keep each other up-to-date on what is going on, and we have the ability to monitor other proceedings to make sure that we can make sure that the two are proceeding appropriately down the right track and in a productive manner, but really the connection-specific initiative is much more near-term and much more about consistency and appropriate standardization, whereas DERs 

-- the one we're talking about now is a much bigger and, as many people pointed out, much longer-term activity.

MR. LADANYI:  Is anybody from that initiative in the room now who are monitoring this?

MR. BISHOP:  Yes.  Brian Holder from Anderson Performance is here, and also Catherine was here in the room earlier today as well.

MR. LADANYI:  So they are fully aware of what is going on?

MR. BISHOP:  Well, Brian's here in the room.

[Laughter]

MR. LADANYI:  Okay.  Thank you.

MR. MATHESON:  So back to the question I was asking, which is -- and over to Jay.

MR. SHEPHERD:  So you asked the question, should it be an epiphany or should it be incremental, I guess, evolutionary.  And, I mean, the reality is the OEB is not going to come up with a new regulatory design that is revolutionary, and if they did they would have an insurrection within the sector.

What is going to happen is some level of incremental change that may be very creative and may be very thoughtful, but it will be step-by-step, because this sector needs that, and you can't do it a different way.  You can't just disrupt it all at once.

MR. MATHESON:  Okay.

MS. GIRVAN:  Yes, I was going to go back to a point that Jay made earlier today that I think, you know, I believe it is good to have sort of incremental change, but it also has to be flexible because, as he said, there is things that may well come along that nobody has even thought of yet, and I think that is really important, that the system -- the regulatory system is going to have to adapt to that going forward.

MR. MATHESON:  Okay.  Any other comments on this point about -- yes.

MR. CARLSON:  I would agree with both Julie and -- I have just forgot his name.  Jay just said -- sorry about that, Jay.  How could I have forgot your name?  I was sitting next to you for a while.

And if you look at a lot of these other larger initiatives overseas, such as the RIO 2 or the REV (ph), they're massive initiatives with a lot more people on it, and they're still struggling to try to figure out where to go next.  We cannot expect the OEB to be able to -- to be 

-- with their limited resources to be able to accomplish the same thing.

But the incremental approach I think is very important.  So we need to focus on what are the near-term goals that can improve it for everybody and that wouldn't create additional costs.  And some of those come -- we have already talked about -- raised earlier, such as planning, cost-benefit, better rate formulas, all of those ones that come together, so that we can start preparing for it, because you don't want to not do anything.  It is not an excuse not to do anything, but what can we do in the short-term to start moving in the direction while allowing the flexibility to adjust as the case may be.

MR. MATHESON:  Okay.  There is a very patient fellow at this microphone.

MR. BENEGREE:  I don't know how patient I am, but Rob Benegree (ph), CNG.   Just commenting on the Brantford one, I think what Maryanne was trying to say is that Brantford is one of the most active groups in terms of owning their own assets for solar, so that's, I think, where she was going with that question.

But my question is, I've listened to different LDCs talk today, all the way from the larger to the smaller.  And the one thing that struck me really funny with Hydro One today was one of the statements they made was that they had consumer confidence and a big green check mark.

My question to that is, if you have consumer confidence, why is DER growing?  Because if you had total consumer confidence, people wouldn't be choosing to go to DER.

So I think one of the big things -- and actually, Tim, I will say yours spoke more to what I think a vision of a LDC should do.

But this distinction between Tim's presentation and the two larger LDCs that are here is, I found that Tim's presentation had a better grasp of what his consumers were telling him.

So I think one of the roles of the LDC has to be is they have to ask their consumer base: What are you looking for?  What are your needs?

I think that is an important -- maybe a simple, you know, back-country-type thinker that I am from and born.  But the reality is we have to be always asking our client base:  What are your needs?  What is keeping you from staying in Ontario and creating jobs?

And a lot of the things I heard today from the larger LDCs which concerned me was I didn't hear them speaking to their client base.

I heard them talking about their own stranded assets.  They weren't talking about where clients have invested in micro CHPs that lost $0.04 a kilowatt-hour when the government decided to put in the Fair Hydro Rate Act that made them totally unprofitable.

So there's a lot of things I am hearing from the larger LDCs that concern me, in terms of do they really understand their customer base.

And it is kind of a personal thing with me, but I think it is an important distinction that we have to recognize that DER is here to stay.  People have invested in it.  And we need to recognize the fact that every time we make a policy decision, it affects their investment.

And I think that is a very important thing that LDCs have to get a grasp of with their client base.  Thanks.

MR. MATHESON:  Okay.  That is actually going to be a great segue to the next one of the planned policy discussions that we have, which is going to be about thinking about the customer.

But we just have a couple of minutes left.  Are there any other comments that we can -- that I can still extract out of like so much orange from a juice -- juice from an orange in regard to the role of the LDCs?

MR. PEPPER:  Just sort of one last comment.  Is the notion of LDCs competing in the marketplace, either directly or through an affiliate, while they're acting in a regulated capacity.

It is not merely just access to capital that might be, giving them a preferential, because it is underwritten or perceived to be underwritten from a risk perspective by their unique role as regulated entities.

But it is also a potential perception from the market in terms of those affiliated entities or parties having access to data, customer data, feeder data, transformer Data -- you know, temperatures, operational stuff, to be able to cherry pick or identify the most urgent needs in a way that can be pursued on their affiliates' behalf or them themselves, rather than, you know, the marketplace.

And that perception of having access to data and preferential access to decision makers in the outset, when project proponents look at jurisdictions to compete in or to assess, that is one of their assessment criteria and you may never see those proponents in our marketplace if that perception is allowed to happen.

So as we frame the roles of LDCs, we need to be very careful of the perception of conflict of interest and that alone what it does on the marketplace.

MR. MATHESON:  Okay.

MR. SIMPSON:  John, could I add one just on the role of the utility and specifically the distributor?

I think it is good to remember they are the system caretaker, and they're an essential part in any energy market transaction.  They're the last mile.  They're the highway for all of those exchanges, and it comes down to a physical exchange of electricity, not just a financial transaction.

So they have a very key role to play in any progressive market that allows that peer to peer energy trading, and it is that last mile dynamic.  Thank you.

MR. MATHESON:  Any other comments about that Subject?

MR. MONDROW:  Just thinking about it, but a practical question, I don't think there is an answer.  People might have answers they want to give.

But thinking about the Anwaatin example that we saw earlier, that big generator, I guess, or battery, whatever it was -- generator, I suppose.  So we talk about non-wire solutions.  We talked today about electricity distributors looking for cost-effective solutions to further conventional distribution system reinforcement.

If that better solution is to actually put a local distributed energy resource in the community, should that be the -- I am asking a question, not giving an answer -- should that be the LDC?  Should it be in rate base because otherwise their wires would be in rate base.

Or should they say there are more cost-effective solutions, but we don't provide them.  Let someone else provide them, and where does the obligation rest?

I guess I am chastising myself to some extent.  It is easy to start with principles.  But when you actually start to operationalize some of these decisions, it is not at all clear where the legislated responsibility of the distributor should start and end.  They shouldn't put in a wire if it is more expensive, just because that's all they do.  On the other hand, they are not supposed to do stuff other than wires, and I guess that's the problem that has been raised.  I don't know what the answer is, but it is a nuanced question, it seems to me.

MR. MATHESON:  Anybody want to build on that one?

MR. SIMPSON:  I would like to contribute.

MS. GRIFFITHS:  I think that is a number one question that we are trying to solve with this and, you know, the utility should be incentivized to go for the most cost effective solution.  And if that is a wire, it is a wire.  If it is a non-wires alternative, it is a non-wires alternative.

So how far the utility should be incented to do that is a discussion. Some would say, you know, this is the whole opex, capex, put it in rate base and operational, a cloud computing discussion, which is great, but then could perhaps there's another we would support but there is another segment saying, no, if it's an operation you shouldn't earn a return on it, but the utility should do it.

I think that is where we are going to get to as we go down this.  I think it is going to be probably the more interesting part of this discussion.

MR. MATHESON:  And I think this may be your last word to you.

MR. SIMPSON:  Sure.  Thank you.  I encourage the IESO to bring forward their comments in the next couple of days, in particular around regional planning.

My experience is that that is the natural place to compare those wires and non-wires options.  And in fact, there is an obligation on the distribution and transmission utility to go through that process, to have it as a rationale for their distribution system plan, and to have looked at all of those options in a prudent way in satisfying the load.

So there are some frameworks you can consider using to better evaluate the DER.

MR. MATHESON:  Of course, I meant the second-last word to you.

MS. LAKATOS-HAYWARD:  I was just going to add on.  In terms of the non-wires alternative, I would just encourage with respect to the non-wires alternative looking at some creative different models that have been deployed in other jurisdictions such as New York, where the utility is not necessarily owning the asset, but they're entering into energy service agreements for -- so they're owning dispatch rights, but they're not actually owning the asset.

I think that is important when you look at it holistically, things like project financing, how are we going to get these things built, how are we going to drive down costs.

I think it is just if we keep sticking into the same paradigm of the utility has to own the asset, we might be leaving some money on the table.

MR. MATHESON:  Great.  One more, Jay.

MR. MONDROW:  It is only appropriate.

[Laughter]

MR. SHEPHERD:  I think we have to distinguish between control and implementation.

One of the problems that the gas utility has with IRP with using DSM to replace assets is they will say -- although they try not to say it publicly, but it is true -- if we decide to put a pipe down that road, there's going to be a pipe on that road and that problem is now solved.  A hundred percent, we know it is solved.

If instead we say, well, DSM will do it, but of course we don't do the DSM, customers do the DSM, then maybe we think the problem is solved, but we haven't actually solved the problem.

The same thing happens if your non-wire solution is not within your control.  So you don't put another feeder in, but who is going to put the DER in?  Is it going to be the utility?  Or is it going to be the private partner and if, so how do you make that happen?  Whose responsibility is that?

MR. MONDROW:  If the problem is not solved, the utility gets blamed for the lack of a solution, and there are dire consequences to that potentially.  And their customers suffer if there is a loss of gas or power.

MR. MATHESON:  Okay.  So the good news is we have got two more days to build on the foundation that you have created today.

And so I just have a couple of quick announcements.  We'll be -- I just have a couple of quick announcements.

The first is today's presentations have been posted on the OEB's website, and we are going to do that each day just to allow people the flexibility to make last-minute changes.

The second thing, in the spirit of reduce, reuse, recycle, please leave your name tags here so they will be here for you tomorrow.

Thirdly, in the spirit of continuous improvement, we have already made a couple of the changes to the format today.  Thank you for the advice about -- you are right.  You are a ruly enough group that it was obviously quite okay having access to all the different mics.

If there is other further suggestions about continuous improvement of the process, then by all means we are all ears, because we're just -- this is the first of a kind and we are trying to make this suit you.

In particular, I want to make sure folks at the back aren't being disenfranchised through lack of access to microphones and that kind of thing.  So anyway, if there is suggestions or whatever, come on up and we will do whatever we can.

And then just finally, I know on behalf of the OEB, thank you very, very much.  The quality of the presentations from morning to afternoon was just excellent.  But equally impressive is the quality of the participation and the good faith and good spirit that has come with it.  It's been an absolute pleasure.  I look forward to seeing you all tomorrow as we continue in dealing with these questions.  So thank you very much.
--- Whereupon the hearing adjourned at 4:31 p.m.
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