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Friday, November 29, 2019
--- On commencing at 9:34 a.m.

MS. SPOEL:  Good morning, please be seated.

Good morning.  The Board is sitting this morning on the continuation of AMPCO's application to revoke market rule amendment, EB file -- sorry, OEB file EB-2019-0242.

Before we begin, are there any preliminary matters?  If not, Mr. Zacher, I believe we have your witnesses up this morning.

MR. ZACHER:  Yes, that's right, Madam Chair.  David Short and Candice Trickey from the IESO, so they should probably be affirmed.
INDEPENDENT ELECTRICITY SYSTEM OPERATOR - PANEL 5

Candice Trickey,
David Short; Affirmed.

MR. ZACHER:  Madam Chair, Panel members, you should have just a brief compendium, which is simply the IESO's evidence without the exhibits, and perhaps we should mark that as the next exhibit.

MS. DJURDJEVIC:  That will be K3.1.
EXHIBIT NO. K3.1:  IESO COMPENDIUM.
Examination-In-Chief by Mr. Zacher:

MR. ZACHER:  Thank you.

Ms. Trickey, Mr. Short, could you provide your names and briefly introduce yourself to the Panel, by way of explaining your roles at the IESO and how they relate to the matters at issue in this proceeding.

MR. SHORT:  My name's David Short.  I am the senior director of capacity market design.  My responsibilities include the development of the TCA, including market rules.

MS. TRICKEY:  And my name is Candice Trickey.  I am the director of demand-side strategy and support at the IESO.  My role there is essentially to work with the demand-side resources in the province and ensure that we are effectively helping them participate in the Ontario markets.  I am also the chair of the demand response working group that works with the demand response resources, and also, I am leading the stakeholder engagement that is looking at the issue of whether or not energy payments should be provided to demand-response participants when economically activated.

MR. ZACHER:  Thank you.  And both of you are familiar with the evidence the IESO's pre-filed in this proceeding, including the IESO's answers to interrogatories, and I just want to confirm that each of you adopt that evidence as the IESO's evidence today.

MR. SHORT:  Yes, I do.

MS. TRICKEY:  Yes, I do.

MR. ZACHER:  So I would like to just ask some background questions that I hope might provide some helpful context and assist the Panel.

To start off, can you briefly explain how capacity needs in Ontario have been secured to date and briefly what the reasons are for transitioning the current demand only response auction to a TCA and subsequent phases of the capacity auction.

MR. SHORT:  Sure.  With regards to the first question of I guess how we secure capacity, essentially we have three ways today.  We have got Ontario Power Generation's or OPG's rate-regulated fleet, which, the OEB manages that for cost recovery.  We have contractor resources either through the Ontario Electricity or Electric Financial Corporation, OEFC, or the IESO.  That's a bit of a mix of capacity and energy-type contracts.  And the third is -- currently today is the demand response auction, and that is our first full attempt at a capacity-based market mechanism with certain obligations in the energy market.

And the second question, sorry, can you repeat that?

MR. ZACHER:  Just generally the reasons for transitioning the DRA to a broader capacity auction.

MR. SHORT:  So the IESO believes that one of the ways we can provide a cost-effective and reliable solution for consumers is to have an open, transparent, and competitive process that is technology-neutral.  We had a plan with regards to the incremental capacity auction as kind of the ultimate product and, seeing the pending gap in capacity, we looked to resolve that by trying to figure out what's the most optimal solution.  And we believe that an auction would be the best approach.  And we looked around the -- we already had a demand response auction that was functioning.  It had many of the core elements ultimately that we were looking for in an open and transparent competitive process.

And so in conversations with the DR community there was always this knowledge that the DR community and the DR auction would be transitioned to a more broader resource -- sorry, a broader auction where more resources would compete to supply capacity.

And so we thought we would start with the core fundamentals of the DRA, the demand response auction, and begin to add new features, new design features, and of course our plan was to add more resources to the mix to have them all compete to supply capacity to meet Ontario's needs.

MR. ZACHER:  Mr. Short, was another reason that the IESO required additional resources other than demand resources to meet Ontario's capacity needs or would demand resources on their own have been sufficient?

MR. SHORT:  If you look forward to the evidence that we have submitted, there's a 4,000 megawatt-plus gap for capacity in 2023.  The demand response auction to date clears around just over 800 megawatts.  There's about 1,000 megawatts of offered or I guess qualified capacity that can participate.

So simple math, 1,000 megawatts versus a 4,000 megawatt shortfall, DR on itself can't meet that future need, and so when we look forward we need a mix of different resources.  We wanted to enable things like capacity imports from other jurisdictions like Quebec, New York, Michigan.  We needed to look at what available generation was in Ontario.  There's over 600 megawatts of contract generation that could be available for an auction.

And so when you add up things like -- even like storage, storage is a new product.  Maybe it can help meet that need.  So when you add up the capabilities maybe from all these other resources, that would meet our 4,000-megawatt need, but DR itself can't do that.

MR. ZACHER:  Okay.  And have you learned anything from either the previous, call them OPA-based contract DR programs, or the DRA in terms of integrating DRA's resources into an auction or into the IESO market more generally?

MS. TRICKEY:  Yeah, I think there's been a few things that we've learned.  The previous demand response 3 program, contract-based program, that was run by the OPA was taken over by the IESO and transitioned into what was called capacity-based demand response program.

That program really -- it required a certain number of activations, and it based activations not on the market price, it based activations on other factors, and I think you heard Dr. Rivard speak about this yesterday.  What resulted was that we were activating those resources when it maybe wasn't the most efficient thing to do.  There were other resources that would have been more cost-effective to activate.

I think, you know, again, we talked about at length yesterday, generators in the business to generate, loads are in the business to do something else, but when it makes sense they can be a really useful addition to the electricity market, but I think for that reason we'd rather see them doing their core business when that's the most cost-effective thing for them to do, and we found that in the DR3 program that wasn't always happening from an operational perspective.

So that's one thing that we looked to rectify by putting them into the market and having market prices activate or create the activation signal for them.

I think another piece that we -- I don't know if we learned or that we worked on through the transition was, so there was this demand response 3 program that was run, and we had a plan to move the demand response resources into an auction mechanism for much the same reasons Mr. Short described.

In doing so we wanted to make sure that we provided stability and certainty for those resources so that we knew that they had a pathway to move from a contract-based structure to a market-based structure.

So the first thing we did was we took the rules of the demand response 3 program and embedded them in the IESO market rules, so that we could operate those resources and that contract, but operate them under the market rules.  So we're sort of creating a transition first to allow us to operate those contracts.

And that allowed us then to start to establish the rules and mechanisms for the demand response auction, give us time to set that up properly, give us time to let those resources know that that would be the next stage, when those auctions would happen, and give them an off-ramp so if they wanted to move from the contract to the auction, that they could.  And if they're economic in that auction, that they had a smooth pathway from the contract mechanism to the auction mechanism.  So that was something that we intentionally ensured was enabled so that they had certainty that again, if they wanted to and were economic to do so, they could move from one mechanism to the next without interruption.

And we staged the timing of the following auctions because not all of the contracts ended at the same point.  They ended at different points in time, so we also looked at timing the auction so that again, they could move from one to the next, if that was their intent, smoothly.

MR. ZACHER:  Thank you.  Presently and moving forward as well, is are there any sort of notable differences in how demand response resources are treated relative to supply resources, in either the capacity market or the energy market?

MR. SHORT:  So yes, there are differences.  As Brian Rivard -- sorry, as Dr. Rivard noted yesterday, the IESO strives to treat all resources as equally as possible.  You know, we think that we try and -- we recognize, as a former controller manager, in a perfect situation every resource is instantly flexible and has an infinite amount of fuel.  But that's just not the case.  It doesn't reflect reality, and that's okay.

We look at all the resources and try and optimize them and try -- again, as Dr. Rivard said, we try and extract, we think, the greatest value that we can out of them to make sure we can, you know, both be reliable and provide a cost effective solution ultimately benefiting ratepayers.

So we look to remove barriers.  We may discover barriers as we go ahead and operate the market, and we'll try and remove those.  But they may not be instantaneous. First you have to discover them, you have to validate, and then develop the plan over time to correct them. But it's not an instantaneous fix.

So when it comes to the question that was related to like HTR or DR, we recognize that -- and it's transitioned again from contract-based structures at the OPA through to the IESO for market-based structure.  But we recognize there's certain limitations and it's okay, we account for that.

For example, they require a notification.  So a standby notification has to be issued from the day ahead at about -- I think it's 3 o'clock in the afternoon up until 7 o'clock the day of.  And so we can't just wait and phone them up an hour or five minutes ahead of time and say go ahead and reduce your load for some resources, which is HTR resources.

And so we have to give them that standby notice and once they're on standby, we have to give them a subsequent time to get activated.  And so about two-and-a-half hours to three hours ahead of time, we will give them a signal to say you may need to reduce your load, or you will need to reduce your load and here's -- to meet your capacity obligation.  And they require that time.

And when we dispatch them or schedule them, they are only scheduled for one-hour chunks, anywhere from one-hour, to four-hour.  And once we use them for even just one hour, we can't use them again for the rest of the day.

There's things like -- because the loads also can be aggregated, they can be virtual loads.  We call them virtual, but they're real.  But that's the term the IESO uses; maybe not the best term, but that's the term we use.

It could be things like household air conditioners, hot water tanks.  I am not sure how they do their business, but we don't have visibility to that.  We don't have a meter that we can read in real time.  If you're a physical resource, like a dispatchable load, we get five-minute telemetry.

And it's okay for us again.  We looked at the program, we looked at the concept, and we thought it's an acceptable solution for these virtual resources not requiring real time telemetry going back to our control room.  It's updated every six seconds, as an example.

So there's a number of things that we do accommodate for and plan for.  And just like every other resource, for look for ways to optimize it as best we can.

MR. ZACHER:  Just to be clear, are those accommodations unique to DR resources in particular, HDR, or would those apply to generators as well?

MR. SHORT:  So the ones I just spoke about are specific to HDR, but there are other accommodations.  So for example, if you are an import in another jurisdiction, there's scheduling protocols we have to adhere to between us and a neighbouring market.

If you're a generator in Ontario, sometimes you require more time to start up, or you may have to run for a particular period of time before you can shut down.  So there are other accommodations we make.

MR. ZACHER:  Okay.  So I'd just like to turn now to some of the matters that are at issue in this case, and ask some questions.

Can you tell me how the IESO has responded to AMPCO's past concerns about energy payments, and its more recent request to resolve the issue of energy payments before moving ahead with the TCA, or any future capacity auctions.

MS. TRICKEY:  Okay, yes.  So as you mentioned, AMPCO and the demand response community did raise this issue a few years ago, the issue of, you know, a design to have energy payments when activated.  It was raised through the demand response working group.  At the time, I think, you know, likely largely related to what was going on in the US, the fact that decisions had been made, as we've discussed, to provide those types of payments.

So it was something we agreed to look at through the demand response working group.  As provided in our evidence, we did initiate a study with Navigant to look at the issue.  Essentially, we asked Navigant to do a jurisdictional scan, understand what other jurisdictions were doing, and to look at the arguments for and against.  You know, understanding a lot of debate had happened in the US markets on this, a lot of people on both -- good, smart people on both sides of the argument had articulated lots of different arguments.  We wanted to understand what those arguments were on both sides of the question, and what that -- what are some of the implications if we were to do something like this in Ontario.

So that study was initiated, completed, provided in our evidence, and I would say at the end of the day it was inconclusive in that it did demonstrate there are a lot of good arguments on both sides, and that a lot of considerations to make.  It also indicated that there wasn't -- that there were a lot of questions about whether there really would be a benefit in Ontario to providing this type of payment to demand response resources.

We completed the study, discussed those implications and findings with the demand response working group.  From the IESO's perspective, it didn't appear to be something that would create a lot of benefit and it was a lot of work.  So we asked stakeholders is this a priority at this time.  The response we received at that time was that it was not a priority, so we set that aside to work on other issues.

And, you know, as we're well aware, the issue came up again when the IESO initiated the transitional capacity auction, so we -- understanding this was an important issue to stakeholders, we regrouped, took a look at our work plans again, and agreed to initiate more work on the question.  So we've agreed to initiate another study following on the heels of the Navigant study, taking what it had found, going to the next stage to understand what would a benefit look like -- or how would this work in Ontario, is there a benefit, what would a net benefit test look like.

So we've currently engaged the Brattle Group to complete that study.  We initiated stakeholder engagements in September, recognizing this a big question as we have discussed.  This is a change to the fundamental underpinnings of our market, the fundamental design of our electricity market, not something we undertake lightly.  So we needed to ensure that we talked to stakeholders about this, get their feedback on it.

So as I said, we initiated a stakeholder engagement in September, opened to all stakeholders to get their insights into it.  We provided them with a proposed scope of study, and asked for feedback on that and we're just in the process of working through that at the moment.

MR. ZACHER:  And just when is that to be concluded, and what ultimately will be the upshot of that study?

MS. TRICKEY:  Right.  So as I said, we asked for feedback on the proposed scope.  We are meeting with stakeholders early next month to discuss their feedback, finalize the scope of the study, and we have Brattle starting the work on this, and then we will complete that and provide a decision on the matter by next May is the timeline that we've committed to.

MR. ZACHER:  Okay, and then that will inform the IESO's decision?

MS. TRICKEY:  Yeah, so -- yes, the intent is to get the study, stakeholder feedback on the study, and the IESO needs to then make a decision as to whether we believe this is an appropriate change to make to our market structure.  We will make that decision and discuss that decision with stakeholders by next May.

MR. ZACHER:  Okay, and just a follow-up.  So why not, Ms. Trickey, wait until the study's complete and the issue of energy payments for demand response resources, if at all, if any, is resolved before forging ahead with the TCA or ensuing phases of the capacity auction?

MS. TRICKEY:  Right, okay.  So I think there's two things to consider here.  As I said, this is a fundamental change to our market, not something we want to -- we can implement without significant stakeholder engagement and study, and that does take time.  And then the second piece is really, we do see this looming capacity gap coming, something that we need to address to ensure reliability in the province, and that's something that we need to get started on right away.  I will talk a little bit more about the first one, and then I'll pass over to my colleague to talk more about the timing of the capacity gap and how we're addressing that.

So again, if we look at this issue, major change to our market, something that we are considering and talking to stakeholders with and are doing a study on.  But in addition to it being a major change, we haven't really seen any evidence that indicates that it's a needed change, that it will result in benefits to the demand response participants or even benefits to the province, and I think there's even evidence to suggest that it could increase costs to consumers because of the unique structure of Ontario's market with the global adjustment, something we've talked about over the last few days.

Those are important considerations, so it's not something that we can undertake and just say, okay, we'll do it and move forward.  So we do want to take our time.  I believe we've put forward an aggressive schedule to get that work done and come to a decision, but nonetheless we are committed to working through that over the next number of months and coming to a decision by May.

So, again, that's the sort of schedule for the study and that question.  The separate question is how do we proceed on the capacity market and address the capacity gap, so I will pass it over to Dave to talk to that.

MR. SHORT:  Thanks.  So TCA -- in our evidence we talked about this pending capacity gap in 2023.  We needed to -- and we need to -- we still need to move forward with incremental changes in a phased approach to addressing that need.  There are -- this is the first time we've run a capacity auction with supply side or at least we want to run an auction for the first time with supply side resources.  The last four auctions have been demand response only.

So adding the resources introduces challenges and complexities to the mix.  But overall there's a net benefit in terms of, again, increased competition and of course trying to get ready to meet that future need.

So if you think, if I can provide a couple examples, if somebody said, I want to add imports today to an auction that we're going to run tomorrow, the answer would be, I can't do that, because I don't have agreements from -- I need operating agreements between, say, New York ISO, the system operator in New York, and ourselves, and we are in the process of trying to have those conversations, but that takes time in trying to iron out the details on how to trade capacity.

That's not to say that New York State is supplying gas, it's just working out the mechanics of how we would transact that.

Conversely, once we have those agreements, there's nothing compelling New York State first of all to make this their number-one priority.  There's also nothing compelling a generator in New York State to have to participate in our auction.

And so the intent is to run the auctions, prove they are a viable product as far as introducing new resources, because we want to attract those resources to the auction and get them to compete with everybody else.  And so if you're a generator in New York State, once the agreements are reached, then it allows them and affords them the opportunity to compete, but it doesn't compel them to compete.

Another example can be storage.  It's relatively new to the -- to Ontario.  We have got a -- we have had pump storage at Beck for decades, but as far as the smaller storage it's relatively new product.  We have plans to integrate it into our next auction, but there's nuances to it.  It behaves differently.  I talked earlier about, we want to be on a level playing field, but we have to respect their differences.

So we've got a load -- so a storage product behaves as a load and a generator, and so how do you effectively integrate that into a future capacity auction?  We are not sure it's perfect yet, but we need to start, and so we are planning to start that with the June 2020 auction.

So when it comes to this auction -- sorry, the proposed December 2019 auction for the TCA, the intent was to simply add the first round of new resources, which was off-contract dispatchable generators.

MS. TRICKEY:  Maybe I can add a few points to the complexity of something like this.  I think one thing to recognize is that you don't know what you are going to get when you launch an auction.  You know, you launch an auction, it takes time to set it up and get it out there and put it out there, and then you need to see who comes to market.  And do a sufficient number of resources come to market?  If you are not getting the kind of uptake that you expect or need through that, now you need time to enact something different or make changes to the auction.

But given the timelines we have, I think if an auction mechanism wasn't working, we would need time likely to do something different.

I think the other thing that's important to recognize with auctions, and this I can speak to from my experience in operating the demand response auction, is it's a long cycle time to make changes.  So as we have talked about, it's an annual product typically.  You need to -- it sort of works in a number of phases, so you announce that you're going to do an auction so that everybody can get ready to participate in it, you have the auction, and then you need to give people time between the auction and when they deliver on their obligation to get ready to deliver on their obligation, then they deliver on the obligation; while you are in the middle of delivering on that obligation we are running the next auction to get ready for the next period.

So it's cyclical, but it's a long cycle, so to test and make sure that it's going to work you need to give yourself a long lead time to incorporate learnings and changes, and from what we have seen in the DR auction it can be as long as three years just to make one change.  Some things can happen more quickly, but recognizing there's sort of a stage of learning in each portion of the auction and you're only holding this thing on an annual basis, you do need to give yourself a long lead time to incorporate those types of things.

MR. ZACHER:  Thank you.  And can you just touch on the impact of the Board's recent stay decision earlier this week and how that impacts the IESO's plans if any, if at all?

MR. SHORT:  So we announced, I think it was on Wednesday, that we've -- we will be running the demand response auction.  We contemplated waiting and running the TCA until -- if there's an outcome of this decision -- potentially sometime in January, but the reality is we have a pending capacity gap for the summer of 2020, and so, given the time it takes participants to get ready post-auction to the first obligation, the start of the obligation period, there's not enough time for them to get ready, in our opinion.

And so we opted to run the auction, the DRA, essentially at the same time we would have run the TCA, which is December 4th.  You know, we essentially, from a TCA perspective, we have lost a year of opportunity when it comes to the period from May of 2020 through 'til April of 2021 for generators, off-contract generators, to participate.

I think if we're -- you know, it's not -- we're still afforded opportunities, two more chances to continue to evolve the auction, assuming we are allowed to provide with TCA and capacity auctions in general, we need to get ready for that, the pending gap in 2023.  It's not just 2023, I keep mentioning that, but it the gap continues and grows beyond 2023.

So I think -- next week, for example, we have our stakeholder session on the June 2020 auction.  Another one we've -- actually, draft market rules and manual wills be posted this week for the June 2020 auction.  So that's -- we need to keep moving forward; we can't lose time.  It will be challenging, but we think we can still engage the community and engage other resources to get ready for that 2023 need.

MR. ZACHER:  Just to clarify, Mr. Short, notwithstanding that you've lost some time, do you -- is the IESO still in a position to move forward with a capacity auction mechanism to address current needs, and ultimately the 2023 gap?

MR. SHORT:  Yes, we are at this point, assuming we are allowed to continue and operate the auction, and the next planned auction is in 2023 -- sorry, the next planned auction is June of 2020.

You know, alternatives, if we are not able to execute the auction, then that creates some challenges for us.  You know, we need to look at -- getting for 2023 and beyond is not as simple as waiting until 2022 and flipping a switch and saying we now have all the rules.

We now have, even if we have to go -- so if we can't run an auction, we have to look at alternatives -- or we can't run a capacity auction, we may have to look for alternatives and that could mean some, you know, smaller auctions where we run a DR-only auction, and a generator-only auction, and an importer-only auction.

It really doesn't make sense, though, because the whole point of a capacity auction is to get all those resources competing together to supply capacity.  It's all in theory the same capacity product, and so we want them all running in an open, competitive process, not boxed off in mini-auctions.

And another alternative may have to be some semblance of a contract, if we can't run the auction, because we do have to get ready NERC requirements -- sorry, the North American Electrical Reliability Corporation, as the standards authority for Ontario, wants to know what our plans are.

So we have to establish those plans and start moving forward with them.  Whether it's contract opportunity or an alternative auction, we need to start moving forward now.

MR. ZACHER:  Can I ask you -- and Chair Spoel alluded to this in a question, I think at the end of the day yesterday, is whether one of the purposes of the TCA, or capacity auctions more generally, is specifically to save or prevent certain off-contract generators from going out of business, so that they will be available in a few years.

Is that a fair characterization of the purpose?

MR. SHORT:  I would say -- no, I wouldn't characterize it that way.  The IESO wants to run a competitive and open process where all resources have an opportunity to compete in the supply capacity.  It's not -- we're not picking a winner or loser in this case.  We are trying to again provide that open competition, technology neutral, down the road.

So it's -- sorry, technology neutral and we will add resources down the road as we continue to expand the auction.

So, you know, with respect to an off-contract generator, we recognize that -- and I've talked about it before, this pending need is not just a DR; DR can't do it alone.  And so when we look at the possible opportunities to obtain capacity, it comes from generators, certainly. We've got 27 generators, 640 some megawatts that are off contract today.

I don't know if they are all willing and able to compete in an auction, but I would like to give them that opportunity to compete.

We know that other jurisdictions have capacity that could be available to Ontario from, say, Quebec or New York.  I'd like to give them the opportunity to compete and supply capacity to Ontario.

So over time, you know, we've had this essentially a sandbox, where DR's been --I'll say somewhat protected from the rest of the playground.  They have been -- we have been working with them to improve the product, add features, improve the test results of capacity.  But we think that it's time to let other resources compete.

And, you know, if I look at generators, I am not picking generators to say we are not guaranteeing -- I'll pick on Kingston Cogen.  I am not guaranteeing them they will get a capacity obligation if they're -- you know, if we open the auction up.  It's simply giving them the opportunity to compete.

If they remain economic, then they will be successful and they may beat out a DR provider that is less economic, if they are a higher price in the end.

But it's a matter -- I also look at the risk going forward to 2023.  We need to be kind of all hands on deck, as far as all the available opportunities to meet that 4,000 megawatt need.  Could we do it with resources other than generators that are off contract?  Probably, hopefully.

But if you've got a resource that's already built and it's in the ground and assuming it's -- I don't know the state of Kingston Cogen, not to pick on them again, but if the facility is still up and running and viable, then why not afford them that opportunity to stay around.  It's likely they are a less -- sorry, a more -- sorry, a less costly resource to ratepayers ultimately than say building a brand new gas generator from scratch to supply the need in 2023.

So we are not picking winners and losers.  We are really just trying to provide that competitive process.

MR. ZACHER:  Thank you.  Let me just switch gears for a moment.  As you know, AMPCO says the demand response resources will but put at it a competitive disadvantage vis-a-vis generators in the capacity auction, because they may need to include the cost of potential energy market activations in their TCA bids and.  And you heard Dr. Rivard explain yesterday why he does not believe that is the case.

What's the IESO's reasons for disagreeing with AMPCO's position?

MS. TRICKEY:  As I have said, we have agreed to look at this issue.  You know, it's something that the IESO will study and make a decision on whether or not there is a benefit to doing this in Ontario.

However, you know, given the situation we're in, the position we're in, we also think it's important to understand what are the implications of not doing that immediately.

And we ultimately do believe that there is an opportunity for loads to reflect their costs in both markets.  As was described at length yesterday, the fundamental design is such that they're able to reflect their costs for providing capacity in the capacity auction, and in the energy market, they're able to manage their costs by reflecting that in their energy market bid.  So there is an opportunity in both markets.

As I said, we are willing to look at the issue more closely, see if there's something we are missing.  We will do that.  But in the meantime, from a practical standpoint, we also look at what is the actual risk of activation.  So what is the risk that they are going to have activation costs that they are unable to capture if we, you know, take it to that place where we say there is some sort of cost that they can't capture in the energy market, what is the risk that that cost is actually going to occur in the current market.

And given that they have rarely, if ever, been activated over the last number of years, we don't see that there's a risk that they are going to be activated and therefore not going to have -- they won't have those costs and won't need to reflect those costs in their capacity auction offer.

I think if we look at the other markets as well, the evidence from LEI and from our Navigant study also shows that even with an energy payment, demand response resources are rarely activated.  We see that they have the opportunity to manage this risk, and so we don't see that there's a risk in this period for them to need to reflect that in their capacity auction offer, so that we can proceed carefully on both fronts at the same time.

MR. ZACHER:  And just to pick up, what's the value -- what's the value of these resources, DR resources, if they are not being activated?

MS. TRICKEY:  Yeah, that's a great question.  They really are valuable to Ontario.  It probably starts to sound like I am picking on them; given my job title, I probably shouldn't do that.  But they are valuable to Ontario.

I think it's important to understand, though, that we have separate markets because we try to separate the value of each type of service that's provided.

So in the capacity market, they are very valuable because they, from what we've seen in the demand response auction, provide fairly inexpensive capacity, so the availability.  They can provide that availability fairly inexpensively, compared to what some types of generators can, or other types of resources.  And we have seen those prices come down over the last number of years.

So I think they have proven that they are valuable capacity resource, and they could be even more valuable if we enable them to compete against other resources, because they can demonstrate that in terms of providing capacity and that availability that they're able to help us manage those costs, keep those costs competitive.

The energy market is a separate matter and runs under separate economics.  But I think actually, before I go to that, it's important to understand, as Dave mentioned, we have to buy certain amount of -- or we have to secure a certain amount of capacity for the province to meet our reliability standards.

That amount is over and above what we would typically use on a normal day.  Even on a hot summer day when we expect to be at our peak, we still need to have more available because, as we see, you know, the typical hot summer day isn't always going to be what's going to occur.  There will be extreme days.  There will also be days where large resources are suddenly on outage unexpected, so we have to be able to prepare for those types of contingencies.

So there are reliability standards required that we secure enough capacity to meet those types of extreme situations, so that means we are buying more capacity than we need.  You can think of it as insurance.  We are buying that insurance.  We hope not to have to use it, but we have to buy it nonetheless.

So that's the capacity market.  When I look at the energy market, we only activate the resources that we need.  You know, we have to meet that minute-to-minute, second-to-second demand for electricity, so we are only activating what we need, which means that a certain segment of the resources are rarely, if ever, going to be activated.

The way things work in Ontario, we try to use market economics to set who gets activated, as Brian talked about, so we're going to activate the least expensive resources first.

In the energy market, loads are typically the most expensive resources, and that's not a problem, that's just a fact.  That's what they are.  They are in the business to do something else.  So it's expensive for them to interrupt that, so we accept that, give them the ability to bid as high as they need to to cover -- to manage their costs, and it just so happens, like I said, they tend to be the most expensive resources, so they are going to be the last ones to be activated, and in fact they are rarely if ever going to be activated, because we have to have that capacity for insurance purposes.

So they do provide value in both markets in the capacity.  They help keep our capacity costs low, and I think I would rather -- if we are going to have resources that are sitting around and not activated very frequently, I would rather that be a demand response resource that has other things to do than a generator that has nothing else to do, so I think that's an important part of the whole picture.  So I think that there is value there.

On the energy side, the value that they provide is if we really, really do need them, they can prove that they can be there and provide that emergency type of response.

So I think there is a lot of value, it's just understanding how that value fits into the different services that we need.

MR. ZACHER:  Thank you.  So I think this is my last question.  Member Frank at the end of the day yesterday referenced out of market startup costs that some generators are eligible for under the IESO's generation cost guarantee program and expressed some concern that demand response resources, to the extent that they have the sorts of equivalent costs that were referenced by Mr. Anderson in the example he provided, don't have those same opportunities to recover those costs.

And I am wondering if you can just comment or shed, if you're able to shed any light on that.

MS. TRICKEY:  So what I can do is explain you a little bit more about what the program is and what's intended, and I think Dave can talk a little bit more about why -- the sort of operational considerations for that type of program.

MR. ZACHER:  You are talking about the GCG, or the generator cost guarantee program?

MS. TRICKEY:  Yeah, so the real-time generation cost guarantee program is a program that we created to manage a reliability risk, and the risk was that generators wouldn't come to market because they wouldn't be able to recover sufficient costs to recover their costs in the market.

So we created this program that essentially provides them a make-whole payment or compensation for situations when they come to market and the market doesn't actually cover their minimum costs, they'd get this type of a payment.

I am going to come back to how that works and how it's relatable to some other things, but maybe it might help to understand why we need that kind of thing.  So I will let Dave speak to that.

MR. SHORT:  So not every generator is eligible to participate in the program.  It's really been developed for what we call non-quick start.  I think Dr. Rivard mentioned that yesterday.  So if you're, for example, a combined-cycle gas plant, so you have, say, two or one or three gas turbines that run or generate electricity, and the wastes
-- the exhaust is essentially then kind of captured and crated and moved to a steam turbine, where the waste heat creates more electricity, so basically you could have two steam -- sorry, two gas generators and one steam generator.

There's implications in start-up.  You can't -- I talked earlier about in a perfect world you'd flip a switch and the generators would be online in a second.  The reality is some of them take six, seven, eight hours to start up, so if you say six hours, just do some math here
-- hope I get the math right -- if you need them at six o'clock at night and the market dictates -- says there's a signal here that we are going to hit the winter peak, they're economic at that point, so we need them online.

The challenge is if you're now having to start six hours ahead of time the market price may be low, and there's start-up costs associated with going from pushing the button to start to the point where you're at your -- we call it minimum loading point, but it's kind of your -- your lowest point where the unit's stable and ready to be dispatched, and that has to be done in advance of that six o'clock need.

And so there's costs associated with, you know, gas.  I think it was talked about yesterday, gas costs to go to start the generator, there's wear and tear on the turbine to start the generator, and other costs, and those are -- that's part of the program, is to capture those types of things, but the fundamental component is that it's reliability need, because we need them online by dinner time, essentially.  And so we have to look at the costs associated with getting them ready to be online at that time.

MS. TRICKEY:  So how does this type of program relate to the market in general?  There are a number of places where we provide this type of program, and I would generally characterize it as, there are certain circumstances where resources are required to operate in the market at a price which they've indicated is uneconomic, so where their costs aren't going to be covered.

When we see those types of situations it's typically our practice to provide some sort of compensation or make whole payment to ensure that the market ultimately -- where the market isn't sending the right signal or isn't enabling the right type of activation we can ensure that the resources still come to market.

So there are a number of situations where this can happen.  Dave's explained the real-time generation cost guarantee example.  For dispatchable loads, there are times in the market where they are asked to reduce when the market prices in their area or their particular market price isn't -- isn't the active price at the time, so we're activating them when it's uneconomic.  In that case we provide them a payment that makes up the difference between their offer and -- or, sorry, their bid and the market price.

The same thing for generators.  When generators are tested, we provide the same type of thing, because when we test them we may be bringing them on at a time when the market price is lower than what they need to recover, so we, again, we recover the differences.

This is also something we recognized was a problem for the hourly demand response resources.  When we got into the most recent conversations about the energy payments issue, IESO stepped back to take a look at the issue and understand it a little bit better, and recognizing that because we were proceeding with the transitional capacity auction, we were actually creating a situation where hourly demand response resources wouldn't be able to always have the opportunity to manage their costs.

So as I said earlier, we need to make sure that all resources are able and ready when we call on them.  Because demand response resources aren't typically called on often, we test them regularly to make sure that they are ready and able when we need them.  So we typically test them once per obligation period or up to two times per period.  So they can be tested two to four times a year.

And we recognize when we test them we are bringing them on at a price that's below what they've -- sorry, yes, below.  It's confusing when we think generators versus loads, but we are bringing them on at a price that's uneconomic for them, where they said they would rather be consuming.

So in that case, we recognize that there are costs that they are not capturing or managing, so we have recently instituted rules and a process to enable us to provide them some compensation in those scenarios, so that when we test them, we can feel sure that they're -- they will come, they will be -- they will be tested, they will be -- can be activated and tested in that scenario, and then we will provide compensation to make up the difference, or provide some compensation for that scenario.

So there's lots of times when we do this type of thing.  We recognize generally the market doesn't always do -- doesn't provide the signal we need, or we need to activate them at a time when the market is uneconomic to do so, and we think it's the right thing to provide compensation to manage that; so we have done that.

We started the process a few months ago.  We've recently, I think just this week, had the market rules approved for that, and we will be implementing that prior to the next obligation period.

MR. ZACHER:  And, Ms. Trickey, just to clarify, so those tests costs that -- test activation costs that HDR resources incur, those are costs that they cannot avoid, I gather, through their -- by including those costs in their energy market bids.  Is that correct?

MS. TRICKEY:  Correct.  So they've offered in at, let's say, $1,500 in the energy market, saying I want to consume as long as the price is up to $1,500.  When we test them, the prices aren't going to be $1,500.  It's going to be, you know, probably likely a day -- sort of a normal day when we don't have anything going on, or no concerns for reliability, so the prices might be $20.

So we recognize they would rather be consuming in that circumstance.  So we are activating them when it's not economic for them to do so.  So we do -- we have settled on a compensation mechanism to provide them some top-up to recognize that they are not covering all their costs in that scenario.

MR. ZACHER:  Okay.  And how does that compare to the other costs that Mr. Anderson referenced in the example in his affidavit?  Are those other costs, call them in-market costs, that they are able to avoid or manage through their energy offers -- energy bids, rather?

MS. TRICKEY:  I think the concept is the same, in the sense that what they're asking for is to ensure that they are able to recover their costs, or manage their costs.  In this case, we recognize a situation where we didn't believe that they could, we are providing that compensation.

I think in the case that we are talking about here under an economic activation, our market design is such that they can manage that through their energy offers.  So they offer at the price that they think is the right price to be activated at, and if there's no real risk of being activated at that price, then there's no cost to be considered there in terms of adding something to a capacity auction.

MR. ZACHER:  Thank you, those are my questions.

MS. SPOEL:  Thank you, Mr. Zacher.  I think you're next up, Ms. Krajewska.
Cross-Examination by Ms. Krajewska:


MS. KRAJEWSKA:  Thank you, Members of the Panel.  Good morning, Mr. Short and Ms. Trickey.  My name is Ewa Krajewska, and I am counsel to KCLP.  I would like to start off by going back to the stay decision, and the IESO's decision to run a DRA auction on December 4th, 2019.

I think my client would like to understand whether it was open or possible for the IESO to wait to delay the TCA auction that was originally scheduled on December 4th until the -- sorry?

MS. SPOEL:  Sorry, I am just wondering, I am conscious a bit of the time.  We have to get through all of this today because some of us are in another hearing on Monday.  I know your client's anxious to know about it, but I am not sure it's going to be relevant to the decision that the Board, the Panel has to make in this case.

So if it's something you can explore offline, perhaps that would be helpful.

MS. KRAJEWSKA:  I was just going to have one question on this.  I was not going to explore it at length.

MS. SPOEL:  Fine, because we just don't really have time.

MS. KRAJEWSKA:  I understand.  Was it possible for the IESO to delay the TCA auction until February, until after this Board released its decision?

MR. SHORT:  I will be brief as well.  The answer is no, we couldn't.  We have the pending reliability or capacity gap for the summer of 2020, if we wait until February to run an auction, it's not enough forward period between the completion of the auction results and the start of the obligation period on May 1st.

So could we have pushed it off maybe like a week or two, possibly, but we felt it was necessary to run a DRA to secure the capacity required, and to give participants enough time to be ready for the May 1st obligation period.

MS. KRAJEWSKA:  Thank you.  And you've spent some time in your evidence in-chief talking about the forecasted capacity gap for 2023.  And I understand from your evidence that demand response resources are not going to be sufficient to meet that capacity gap, correct?

MR. SHORT:  That's correct.

MS. KRAJEWSKA:  And that one of the ways, in order to meet that gap, is to use off-contract generators?

MR. SHORT:  It's to afford them the opportunity to compete, yes.

MS. KRAJEWSKA:  And has the IESO considered other ways of ensuring that off-contract generators will be around by 2023 to be able to participate in that -- to provide that capacity, for example, by providing them with a fixed contract?

MR. SHORT:  In short, no, other than the brief conversation I had just a few moments a go.  The intent is to be able to run a capacity auction and enable that to be the mechanism to acquire capacity.

We believe auctions provide the open, transparent competitive process.  It puts pressure on everybody to be as economic as possible, and it's not favouring one type of resource over another.  It's allowing all the resources that we can enable to compete.

MS. KRAJEWSKA:  So would your evidence be that from an economic or efficiency perspective, it's preferable to use a capacity auction rather than a fixed contract?

MR. SHORT:  For the purposes of where we're trying to run the capacity auction, yes, there's -- I think that there's other opportunities for -- and the IESO has recently announced the stakeholder engagement for resource adequacy.  That's a broader question of different types of resources.

But essentially, for the purpose of the design of the TCA and small evolution it was proposing to get ready for 2023, we think that's the right mechanism.

MS. KRAJEWSKA:  And perhaps a more efficient mechanism than providing a fixed-term contract?

MR. SHORT:  We believe so, yes.

MS. KRAJEWSKA:  And I wanted to go back to the process for approving the amendments.  I understand that the IESO has a technical panel that discusses proposed market amendments rules.  Is that correct?

MR. SHORT:  I believe they review the rules to assess whether the rules ultimately meet the intent of the design.

MS. KRAJEWSKA:  And who sits, broadly speaking, on the technical panel?

MR. SHORT:  Oh, you are going above my capabilities here.  I believe there's a -- just generally, I will Generalize.  If you need something more specific, I will report back.

But essentially, you've got, I think, a few generator reps, customer reps.  There's a trader -- I think there's a trader rep.  So we have got about -- I think there's 12 or 13 people that sit on the technical panel, and they represent a variety of stakeholder interests, as kind of a high-level comment.

MS. KRAJEWSKA:  And would it be accurate to say that four of those panel members are energy consumers such as AMPCO?

MR. SHORT:  I believe that's right.

MS. KRAJEWSKA:  And that three of those four members voted in favour of the amendments?

MR. SHORT:  That would be correct.

MS. KRAJEWSKA:  And that the only member who voted against the amendments was AMPCO?

MR. SHORT:  Correct.

MS. KRAJEWSKA:  And I believe there was another organization, called AEMA, that were originally concerned about the proposed amendments and how they would treat demand response resources.  Is that correct?

MR. SHORT:  That's correct.  And I believe, just for clarity, they represent -- I think they are in the "other" category.  We have different categories of technical panel members.  I believe they are in the "other" category.  Again, I can confirm that if required.

MS. KRAJEWSKA:  What do you mean by "other" category?

MR. SHORT:  So again, we -- other service providers I believe is how we characterize that.  There's certain people we try and entice on to the panel, but, yes, AEME was concerned about it and ultimately voted in favour of the -- to recommend the rule.

MS. KRAJEWSKA:  And AEME represents other demand response resources?


MR. SHORT:  Yes.

MS. KRAJEWSKA:  And there's a question that came up yesterday from Board Staff about -- that discuss some of the purposes in the Electricity Act, and as you'll recall, one of the purposes of the Electricity Act is to promote energy conservation.  And Dr. Rivard I think was kind of unable to speak to this, so I'd like to ask you, what is the difference between demand response and energy conservation?

MS. TRICKEY:  That's the other half of my job.  So for the purposes of, you know, how Ontario -- or how the IESO sort of manages things, we do look at demand response and energy efficiency or conservation as very different things.

I will start with energy efficiency.  Really energy efficiency is acknowledging that there's ways to -- you know, everybody uses electricity, but there's always a better way to use it.  You can always get more efficient, whether it's just changing out your lightbulbs or changing out your equipment, use more efficient equipment so that it uses less electricity.  There's lots of things we can do to use less electricity so that we are using the province's resources more efficiently overall.

We have a number of programs that we run to help businesses, AMPCO's customers being, you know, users of this type of service, we help them review or implement measures and initiatives that help them use electricity more efficiently.  So instead of using -- you know, they can use less on a consistent basis.

So energy efficiency or conservation is about sort of a consistent and -- a consistent change that lasts over time, not something that you need to operate or manage, it's just, you just use less.  So it could be as simple as, like I said, changing a lightbulb to one that uses less electricity. That's energy efficiency or conservation.

Demand response is actually working within the market to provide a reduced -- to reduce your usage on a signal.  So it's something that we activate and we operate, and it's part of the market.  So it's saying that in a given hour if you need me to I can use less, but it's not about being overall more efficient, it's really about saying I can use less in this time period if you need me to.  But there's a cost to doing that, and it typically may mean that they have to change something in their process.  So it's more about activating and responding to a signal as opposed to just using electricity more efficiently.

MS. KRAJEWSKA:  And Ms. Trickey, you mentioned in your evidence that the IESO considered a payment -- an energy payment to demand response resources and canvassed kind of the other jurisdictions and other markets and came to a preliminary conclusion that that may not be appropriate because of some of the unique features of the Ontario market, and in particular you noted the global adjustment in Ontario; do I have that right?

MS. TRICKEY:  Correct.

MS. KRAJEWSKA:  And do you agree with the evidence that was given earlier this week that the global adjustment covers about 80 percent of consumer electricity bills in the province?

MS. TRICKEY:  That sounds about right.

MS. KRAJEWSKA:  However, that as a result of the ICI program, class A consumers, which include demand response resources, are treated differently for the purpose of the global adjustment.

MS. TRICKEY:  Class A consumers have an opportunity to manage the amount of the global adjustment that they pay by responding to peak.  So by in essence being a demand response resource and when the system really is at its peak, they can reduce their consumption in those hours.  And if they do so successfully and do it when we hit those peaks, they have an opportunity -- they will then reduce the amount of the global adjustment that they pay in the following year.

So it's in essence a similar type of thing as our demand response program, but it's got a different signal, a different purpose, and a different way of being activated, but it does -- it's the same type of response, and it does afford them the opportunity to lower the amount of global adjustment that they pay in a future period.

MS. KRAJEWSKA:  And if I am a demand response -- Class A consumer demand resource and I am very good at figuring out which days are going to end up being the peak days, what does that mean in terms of my electricity bill the following year?

MS. TRICKEY:  If you are successfully able to reduce your electricity usage to zero in those hours, in what turn out to be the top five hours for the province, then you will pay zero for the global adjustment in the following year.

MS. KRAJEWSKA:  So you will only pay the other balance of the 20 percent of the electricity bill that is not the global adjustment?

MS. TRICKEY:  If that's what the divide is, then, yes, you will only pay the remaining costs.

MS. KRAJEWSKA:  Let me just -- I will just take a quick look at my notes.  I think I am almost done.

Thank you, those are all my questions.

MS. SPOEL:  Thank you.  Mr. Mondrow?

MR. MONDROW:  Thank you, Madam Chair.  Good morning again.  Madam Chair, I don't think Mr. Zacher in his fervour marked his compendium as an exhibit.  Perhaps we should do that --


MS. KRAJEWSKA:  He did.

MR. MONDROW:  Oh, I am sorry.  I keep missing that.  My apologies, Mr. Zacher.

MS. SPOEL:  Yes, K3.1.

MR. MONDROW:  Thank you.  In that case I would like to mark our compendium as an exhibit, which I assume will then be K3.2.

MS. DJURDJEVIC:  Yes, that will be K3.2.
EXHIBIT NO. K3.2:  AMPCO COMPENDIUM FOR IESO PANEL 5.

MR. MONDROW:  Thank you.  And Madam Chair, you have our compendium up on the dais, and in the back of the compendium there are two loose documents which I will -- which were integrated by me late last night and I didn't circulate them by e-mail or otherwise get them in time to be bound yesterday, but I will refer to them as I go.  I did bring copies.  Not everyone has a copy.  I ran out of paper.  But I have provided copies to the witnesses and the IESO and those of my friends that were early enough to get the worm, as it were, and I will refer to those as I get to them and mark them separately if I could.

MR. BARZ:  Sorry to interrupt.  I just saw this morning at around 10:00 an e-mail went across with some initial documents.  Is that --


MR. MONDROW:  Those are the same documents, so those documents have now been circulated by e-mail, but I don't have more copies in the hearing room.  Thank you.

MR. BARZ:  Okay.

MS. SPOEL:  Okay.  Perhaps at the break some copies could be -- extra copies could be made for those who need them.  I'm assuming you'll be taking more --


MR. MONDROW:  Sure.  Sure.  What --


MS. SPOEL:  -- more than half an hour, I assume, Mr. Mondrow?

MR. MONDROW:  Yes, I will --


MS. SPOEL:  There will be a break and you can make --


MR. MONDROW:  Happy to do that.  Just --


MS. SPOEL:  -- after the break.

MR. MONDROW:  Just to remove the mystery, there are three letters which were submissions to the DRWG expressing concern about activation payments, and I am just going to take the witnesses to those when we get there, but I am happy to make additional copies at the break.  I don't think it's contentious material, but I will make copies and make sure everyone has them, thank you.

MS. SPOEL:  Thank you.
Cross-Examination by Mr. Mondrow:

MR. MONDROW:  Thank you for your comprehensive direct testimony, Mr. Short and Ms. Trickey.  It saves me a little bit of time.

If we could start in Exhibit K3.2, which is the AMPCO compendium, at tab 1.  And at tab 1 we have produced an excerpt from the Navigant report that you referred to already.  And Ms. Trickey, I think you confirmed that Navigant's remit was to do a jurisdictional scan and kind of document arguments in favour and against activation payments for DR resources, and then note differences between the other jurisdictions in Ontario; is that an accurate paraphrase?

MS. TRICKEY:  Yes.

MR. MONDROW:  Thank you.  And so if we could start on the first page behind the Navigant cover that I have excerpted here.

There were no page numbers on the study, at least not the version I have, but you'll see the heading "3, Economic efficiency arguments", and then you see the heading "3.1, Against activation payments in Ontario", and then the heading down the page "3.1.2, Disproportional benefits".

`And if you then go over to the next page, the first full paragraph, it begins the underlying factor.  And it's on the screen at the top there.  I am just going to read that in.

"The underlying factor of this argument," so again this is disproportional benefits argument, "is the claim that DR is not a resource in the same way that generation is.  A generating resource is providing a product and is paid for that.  Opponents of DR utilization payments argue that since DR does not own the power they are not consuming, they should not be paid additionally for not consuming it.  Despite this argument, FERC's final 745 ruling was based on the premise that negawatts and megawatts are functionally and economically equivalent."

From the market's perspective, Ms. Trickey, do you agree with FERC's premise that negawatts and megawatts are functionally and economically equivalent?

MS. TRICKEY:  I think that Dr. Rivard did a nice job of explaining how our market works, and how there are differences.  I don't know that talking about functional equivalency is probably the best place for me to step in.

As I said, we have launched a study, we are looking at this question, and we will make a decision on whether or not we think this is the right path forward for Ontario's market early next year.

MR. MONDROW:  So at the moment, you are not in a position to agree or disagree with FERC's premise.  Is that your answer?

MS. TRICKEY:  I think FERC was looking at a certain of Set of circumstances in the US market, and had a goal of enabling -- or removing barriers to demand response participation in those markets.  That's something we want to look at as well.

But just because that was a barrier in FERC's market doesn't mean it's barrier here.  And just because something was agreed on in FERC's market doesn't mean that we should necessarily adopt it here.  As we talked about, there
are --


MR. MONDROW:  Ms. Trickey, that's not what I asked you, with great respect.

What I asked you is whether you disagree or agree with FERC's premise, as cited in Navigant, that negawatts and megawatts are functionally and economically equivalent, and I have added the caveat from the market's perspective.  Could you answer that question?

MS. TRICKEY:  I am not an economist.  I am not going to get into whether I believe something is functionally and economically equivalent.  I don't think that's what I am here to answer.

MR. MONDROW:  Let's look at the next paragraph, Navigant continues considerations Ontario:
"This argument is based on a premise that a megawatt of electricity curtailed (negawatt) is not equivalent to a megawatt of electricity.  The argument assumes the cost of curtailment or value of lost load for a DR resource is immaterial.  When other disproportional benefits argument is considered valid in Ontario" -- sorry.
"Whether the disproportional benefits argument is considered valid in Ontario depends on whether this premise is accepted."

So the premise cited there by Navigant is the assumption that the cost of curtailment or the value of lost load for a DR resource is immaterial.

Do you think the cost of curtailment for a DR resource is immaterial?

MS. TRICKEY:  I don't know whether the cost is immaterial.  All we know is what those resources offer or bid into the energy market, and that those bids reflect their willingness to consume.  What their actual value or cost is, I am not privy to.

MR. MONDROW:  Thank you.   Could we go to your compendium?  So this is Exhibit K3.1, paragraph 39.

And I am sorry, I provided Ms. Walters this morning with a list of references and I said I would go into the IESO's evidence.  Since I've identified that their compendium, Ms. Walter's, is complete, so if it's easier to use that, by all means that will work.  I wasn't sure that they had every page in there, but now I am.  Thank you.  It may be easier for the screen.

So paragraph 39, this goes to the issue of frequency of activation, and I think either one or both of you spoke that this morning.

So paragraph 39 confirms that dispatchable loads have been economically dispatched less than 1 percent of the time, but they had been dispatched; is that right?

MS. TRICKEY:  Correct.

MR. MONDROW:  And how many hours is 1 percent of the time?  Is that about 1,000 hours?

MR. SHORT:  So if we look back over the last -- just give me just a second to find that --


MR. MONDROW:  I am sorry. I should clarify this references the paragraph above, just so I am not misleading you.  And the reference is actually, in fairness, 1 percent of the time between May and December 2016.

MR. SHORT:  Just give me a second while I find the right reference.

Since May 1st, 2016.  So first of all, HDR resources have not been economically dispatched except for, I think, one occurrence.

MR. MONDROW:  One occurrence in 2019 for three hours, as I recall your evidence.  Is that right?  July 2019.  I will take you to it in a few minutes.  Why don't you finish your answer.

MR. SHORT:  Okay, you can take me to it.  So with respect to the number of activations for dispatchable Loads, if you average it out over since May of -- May 1st, 2016, it averages around ten hours a year.  The -- it's about 3.8 years, so do the math; it's about ten hours a year, roughly.

MR. MONDROW:  Do you have your full set of evidence before you there, Mr. Short, with all of the exhibits?

MR. SHORT:  I am going to say I think so.  If not, I will let you know.

MR. MONDROW:  That's fine.  Could you go to Exhibit 3?  Exhibit 3 should be an OEB -- an IESO response to OEB Staff Interrogatory No. 8.

There we -- it's on the screen, I will just wait to make sure you have that.  Do you have that?

MR. SHORT:  Sorry, yes, I do.

MR. MONDROW:  Could you go to page 2?  There's a table on page 2.

MR. SHORT:  Okay, I see it.

MR. MONDROW:  And the table lists the activations under the DRA by year for dispatchable load resources.

MR. SHORT:  Correct.

MR. MONDROW:  Right?

MR. SHORT:  Yeah.

MR. MONDROW:  Okay.  And then if you look at line 11 on that same page -- sorry, line 13 on that same page, that's the reference I referred to a minute ago.  There was an activation for an HDR resource in July 2019.

MR. SHORT:  Yes, I see that, thank you.

MR. MONDROW:  So the point is these activations have Occurred, and you would agree with that, I assume?

MR. SHORT:  Yeah, less than 1 percent of the time, yes.

MR. MONDROW:  Okay.  Now your evidence is that DR resources can manage their activation risk through their energy bids.  And you spoke about that this morning, Ms. Trickey, I think that's what you were referring to.

So I am going to ask you to follow along with me a very simple example, and you can write it down if you want. I will give you three numbers.

Assume a DR resource with a capacity obligation, so they are getting availability payments, a widget manufacturer, 5 megawatt demand response position in the capacity market, value of loss load $750 per megawatt-hour.  That's number one, the first the number.

Shut down cost, $800 as megawatt-hour; that's the second number.

So if I am understanding this protective energy bid concept properly, in order to preclude being out of pocket or losing value, the IESO would have that widget manufacturer bid into the energy market at the sum of its value of loss load, $750 a megawatt-hour, and its cost of activation, $800 a megawatt-hour.  So the bid would be $1,550 a megawatt-hour, and that would preclude activation at an uneconomic level; is that right?

MS. TRICKEY:  I think that the examples that Dr. Rivard took us through yesterday show something different.  I think what this is saying is that everything -- well, A, I don't actually know what the shutdown costs are in that $800, and I obviously can't speculate; and B, I don't know how much of that is something that should be captured in the capacity auction or couldn't be captured elsewhere.

So I am not in a position to say, yes, I can add those numbers and get the same number, but I don't know that gets to the outcome you are asking --


MR. MONDROW:  Maybe you misunderstood my question.  I asked you to make some assumptions.  I asked you to assume value of loss load at $750 a megawatt-hour and I asked you to assume -- maybe I didn't qualify; fair enough -- incremental shutdown costs, so costs incurred to shut down, let's say gas, fuel, of $800 a megawatt-hour.

And if you assume those two numbers, value of loss load plus the gas that we consumed if they're curtailed, if they shut down, at least shut down their demand, what you're saying, what the IESO is saying is they should bid $1,550, and that way if the price is below that they won't be activated and they won't lose any value.  That's what you're saying they should do in the energy market to manage their risk, isn't it?  Have I got that wrong somehow?

MS. TRICKEY:  Can you just repeat exactly what the question is in that again for me?

MR. MONDROW:  Sure.  If their value of loss load is $750 a megawatt-hour and they have to burn gas that costs them $800 a megawatt-hour if they are curtailed to keep their factory from freezing up in order to protect themselves from being activated and incurring a loss, they should bid, according to the IESO, $1,550, which is the sum of $750 and $800, and that way, below that price they won't be activated and they won't incur a loss; right?  You said they could manage their risk in the energy market.  I am giving you the simplest example possible.  I don't see how this is contentious.

On my assumptions -- I am not asking you to agree with the assumptions, I am asking you to take them and tell me if I have got the right energy bid in order to manage that risk.

MS. TRICKEY:  I understand, and I don't think it's that simple.  I think it's difficult to understand what in those costs can be captured in their capacity auction offer.

MR. MONDROW:  They didn't capture any of them in their capacity offer auction.

MS. TRICKEY:  So their capacity auction offer is zero?

MR. MONDROW:  I don't know what it is, but they didn't capture any of it.

MS. TRICKEY:  I don't think that I can comment on what's an appropriate bidding strategy.  Again, as I have said, they have an opportunity in the energy market to reflect their costs and in all likelihood not get activated.

MR. MONDROW:  You agree -- will you agree that a DR resource has a value of loss load, and if they're curtailed?  The -- no, let me think about this for a minute.

I will come back to this.  I have some time, so let me come back to this.

If energy prices go above the level at which generators have been contracted, for those periods of time -- first of all, does that happen?  Do prices ever go above contract prices so that there's no debit to the GA?  And by debit I mean charge.  Maybe that's not the right term.

MS. TRICKEY:  I think there was a time when the global adjustment actually resulted in payments to consumers.  So a reverse from what we see today.

MR. MONDROW:  Yeah, it was called the provincial benefit at the time.  It took a while to change that name, but eventually it was changed.

MS. TRICKEY:  Yes, not so much a benefit anymore.  Remind me again your question?

MR. MONDROW:  The IESO gets five-minute energy prices, right?

MS. TRICKEY:  Correct.

MR. MONDROW:  And in any of those five-minute intervals does the energy price go above the contract levels for generators?

MS. TRICKEY:  So does the --


MR. MONDROW:  Okay.  This isn't that complicated, Ms. Trickey.  I am really not trying to fool you here.

MS. TRICKEY:  I --


MR. MONDROW:  Let me break this down for you.  Generators have contracts which guarantee them a certain amount of revenue when they run; right?  And if energy prices are below the guaranteed revenue they get paid and the global adjustment gets a charge; right?

MS. TRICKEY:  I think that's the basics of how some of those contracts work --


MR. MONDROW:  And if energy prices are above the contract level the global adjustment doesn't get a charge because the -- and the generator is dispatched and makes that money, they're held whole.  You know, we don't have to top them up and you don't charge the global adjustment; right?

MR. SHORT:  So we don't have access to all the contract provisions.  There are different -- but on a general level there are -- some generators, the price goes up.  There's an opportunity for them to obtain revenue from the markets above their contract prices.  There may be some revenue-sharing associated with that, and the GA is also comprised of a number of other costs as well, not just the generator.

MR. MONDROW:  There are hours in the year in which the energy market clears at a price above which they would need to be a charge to the global adjustment; right?

MR. SHORT:  Specific to some of the contracts, yes.

MR. MONDROW:  So there is a zone between contract prices and peak energy prices where dispatching demand response and lowering the energy price might not result in an offsetting global adjustment charge; right?

MR. SHORT:  So we haven't seen a significant period of time where prices have been higher than, I believe, for, say, deeming or contract prices are, but I suppose it's possible.

MR. MONDROW:  And on a five-minute basis have you seen prices in the category that you just mentioned?

MR. SHORT:  Over the course of time I am sure there has been.

MR. MONDROW:  And the global adjustment trigger for a rate regulator like hydroelectric facilities is about $45 a megawatt-hour?

MR. SHORT:  I don't know that number.

MR. MONDROW:  You don't know that?  Really?

MR. SHORT:  I'm --


MR. MONDROW:  Sorry, I didn't mean to be pejorative, just surprised.

MR. SHORT:  I don't look at what OPG's rate-regulated rates are.  I don't care.  From a dispatch perspective, they offer in the market at their appropriate costs, whatever that may be, and our tool dispatches them based on those offer prices.  I don't know if their prices reflect anything related to their rate regulation.

MR. MONDROW:  Do five-minute prices ever go above $2,000 a megawatt-hour?

MR. SHORT:  They're capped at $2,000.

MR. MONDROW:  Do they ever go to $2,000?

MR. SHORT:  I suppose it's theoretically possible.  I would have to go and check and see if it has.  I don't think I have ever seen it myself.

MR. MONDROW:  You have never seen a five-minute price go to $2,000?

MR. SHORT:  I personally haven't, no.

MR. MONDROW:  Okay.

MR. SHORT:  I don't watch the real-time energy price all the time, I am sorry.

MR. MONDROW:  You don't have to apologize for that.  I never watch it.

MR. SHORT:  It's exciting.

MR. MONDROW:  Sometimes I do watch it.

MR. SHORT:  It goes from $12 to $20.

MR. MONDROW:  I look at your graph sometimes on those days, but you don't have to apologize.

My friend talked to you, Ms. Trickey, about the ICI and DR response -- not DR response -- I guess demand response, but industrial response to the ICI and their ability to lower their allocation of global adjustment.

And as I understand it, the IESO planning outlook has confirmed that that peak shifting behaviour or peak lowering behaviour by those ICI customers has allowed the IESO to avoid approximately 1400 to 1500-megawatts of capacity.

Is that your understanding of how the program has worked to date?

MR. SHORT:  Yes, from how the planners develop their capacity forecast, they use a number approximately what you mentioned.  That's from the 2018 perspective; the number is updated annually.

MR. MONDROW:  Great, thanks.  Madam Chair, I am not sure when you want to take a break.  I am moving to another area.  I can continue, or break.

MS. SPOEL:  This would be convenient.  Why don't we resume at -- just to make sure we actually start on time, let's resume at 11:25.  That should give everybody adequate time.
--- Recess taken at 11:07 a.m.
--- On resuming at 11:26 a.m.

MS. SPOEL:  Please be seated.  Thank you, Mr. Mondrow.

MR. MONDROW:  Thank you, Madam Chair.  Ms. Trickey, we are going to go back to my example and see how far we can get.

I am going to ask you to assume what Dr. Rivard referred to as a fixed avoidable cost is what's in the capacity offer and that there are two components of the energy offer.  One is the value of loss load, which I said was $750 a megawatt-hour.  That's the value that the customer gets from consuming and so the value that it loses from not consuming.  Okay so far?  And the second number is $800.  That's the cost of gas to fire up and keep warm the steel plants when they're not consuming electricity.  Okay so far?

And so you talked in your direct about DR resources managing their risk through their participation in the energy market, and I am suggesting to you that managing that risk of the value of loss load and the incremental gas costs, the $750 and the $800, would dictate that the DR resource puts in an energy bid of at least the total of those two numbers, $1,550.

Can you accept that would be a protective approach by that DR resource?

MS. TRICKEY:  Yes, I can accept that.

MR. MONDROW:  Thank you.  And if HOEP goes to $1,400 in that scenario there's no activation; correct?

MS. TRICKEY:  Correct.

MR. MONDROW:  And the value loss is the HOEP, which the DR resource pays, $1,400, minus the $750 value of loss load, because they are manufacturing and they are getting that.  So the value loss is the extent to which HOEP exceeds their value of loss load, and that works out to be $650 a megawatt-hour; right?  They lose value in that scenario even -- they are not activated and they lose $650 per megawatt-hour of value in that scenario?

MS. TRICKEY:  I think you're reaching beyond my economic capabilities.  I am not sure --


MR. MONDROW:  Not possible, because mine are lower than yours.  That is not possible.  So we are going to slow down and do it again, unless I am making a mistake, which is possible, but I don't think so.

So we have got HOEP at $1,400, which means the DR resource --


MR. ZACHER:  Excuse me, I am reluctant to interject, but Mr. Mondrow's client has had opportunity to put in evidence on these points, to ask IRs on these sorts of issues, and he is simply putting theoretical assumptions to the witness panel which, in my submission, are not appropriate.  He has had all the opportunity in the world to put in evidence and ask the panel questions based on actual evidence from AMPCO members or DR participants or to more specifically ask IRs on this.  But this is, in my submission, an inappropriate line of questioning.

MS. SPOEL:  Mr. Mondrow, what are you hoping to achieve through --


MR. MONDROW:  If I told you that how I am going to -- no, I am just joking.  I understand.

MS. SPOEL:  -- there's no surprises -- no, we are not Perry Mason here.  This is a no surprises --


MR. MONDROW:  If there were surprises here then the one hour of direct yesterday and the one hour of direct today would have been objected to, which I didn't.  This is not about surprises.  My cross-examination is not about surprises.  My --


MS. SPOEL:  If you can give us some maybe help by giving us some idea of --


MR. MONDROW:  Absolutely.

MS. SPOEL:  -- what you are trying to achieve through this --


MR. MONDROW:  Absolutely.  And I am not asking the witnesses -- I am sorry, Madam Chair, to interrupt you.

MR. ZACHER:  Madam Chair, my concern is --


MR. MONDROW:  Hold on --


MS. SPOEL:  So I asked Mr. --


MR. MONDROW:  -- you stated your concern.

MS. SPOEL:  I understand your concern, Mr. Zacher.  We are all doing all this, this whole case, in a very short time frame, which is necessitated by the legislation.  It would be nice for all of us if we had more time, including us.  It would be nice if we had more time to do all this.  We don't, so I think we have to be cognizant of the fact that not everything's necessarily being done in exactly -- necessarily be done in the most efficient way, so let's get through it.  So Mr. Mondrow, perhaps you could explain where you are going with this and then we can determine whether or not it's an appropriate line of questioning.

MR. MONDROW:  Absolutely.  Thank you, Madam Chair.  All I am trying to determine is that on this protective bidding strategy which the IESO has talked about in its evidence, it talked about in its direct, Dr. Rivard has talked about extensively yesterday, there are zones where there is actually a value loss and there are zones where there is actually an unrecoverable incremental cost, and the numbers are not -- I don't put the numbers to the witnesses for them to accept that those are accurate numbers, I am simply trying to illustrate how a shift in HOEP can result either in a value loss or an actual out-of-pocket uncompensated cost.  That's the point of the examples.

And I tried to keep them as simple as possible so that I wouldn't be bringing in other economic concerns and tripping anyone up.  I mean, it's two numbers and -- three numbers and math, and that is what I was intending to do if the Panel finds it helpful.

MR. ZACHER:  I mean, Madam Chair, my concern is that
-- and I appreciate that time is constrained relative to other proceedings, but my friends had a lot of opportunity to put in affidavits.  They put in what was a four-page or five-page affidavit from Mr. Anderson.  The example -- this steel example emerged in direct examination the other day.  If it was relevant it could have been addressed in Mr. Anderson's affidavit or in other evidence, and my friend's now purporting to ask the Panel questions based on this suggested example, theoretical example, provided by Mr. Anderson with no opportunity to have responded to that with the IESO's evidence.

MR. MONDROW:  Sorry, this wasn't provided by Mr. Anderson.  This is a cross-examination.  I am setting up a premise and asking a question.  There's no evidence from Mr. Anderson.  There's no suggestion that the numbers are reflective of any actual costs.

MR. ZACHER:  I think there has got to be a foundation, an evidentiary foundation for the questions that he is asking.

MS. SPOEL:  Well, I think -- well, we heard a lot of evidence yesterday from Dr. Rivard which was new to us, so he had a lot of examples with numbers about how people might behave, how different resources might behave.  Those were updated and were new yesterday.  We found them quite interesting.  I am finding -- I will say "we", assuming that my fellow Panel members agree with me -- we find all of this whole topic quite difficult.  There's a lot of -- and we want to make sure we understand how it works.  We want to understand how payments are made, what people base their bids on, what goes into them, whether it's the capacity bid or the energy price bid.

So I think it's helpful to have the IESO witnesses explain how some of these things work, and hopefully through Mr. Mondrow's cross-examination he elicits some of that, and if he doesn't we might have to ask those questions later, so I think there has been a lot of new material this week and not from AMPCO.

MR. ZACHER:  Thank you.

MS. SPOEL:  So I think there was a lot of things raised by Dr. Rivard yesterday, and I think it's quite fair to put some of those premises to the IESO witnesses, and Mr. Mondrow's client did not know what was going to say until yesterday on some of the topics.

MR. ZACHER:  Understood, thank you.

MS. SPOEL:  Please proceed.

MR. MONDROW:  Thank you, Madam Chair.

MS. SPOEL:  And accepting that they are not economists.

MR. MONDROW:  Understood, and it's really not a long line of questioning.  I appreciate the Panel's indulgence.

So Ms. Trickey, I think the question we left off on was, I asked you to accept that HOEP goes to $1,400.  There's no activation.  You accepted that far.

And my question was, under that scenario, given the assumptions I asked you to accept and you accepted, there is an economic -- I won't say economic.  There is a value loss to the DR resource which is represented by the difference between HOEP -- I suggested 1,400 -- and the value of loss load, the value it gets from consuming, and that amount is $650 a megawatt-hour; do you accept that?  Not the math, but the concept -- well, sorry, not the numbers are accurate, but the concept of the value loss in that kind of scenario?

MS. TRICKEY:  I am not trying to be difficult, but I don't believe I am in a position to follow what you're proposing.  It's -- it's outside of my capabilities.

MR. MONDROW:  Okay, let's go to my last question on this.

Let's assume HOEP goes to $1,700 and there's activation on this resource because it bid 1,550.  So you run the DR auction.  That's what would happen; right?  Yes?

MS. TRICKEY:  Yes.

MR. MONDROW:  Okay.  And it incurs -- I asked you to accept it incurs gas cost, and I asked you to accept that number was 800.  And you were willing to accept that.  So it's activated, it burns $800 worth of gas, but it doesn't recover that $800, right?

MS. TRICKEY:  Again, I don't know why -- there may be other mechanisms that some of that cost could be recovered in the capacity auction offer, their availability payments.

I don't think we have gotten to a point where we can so finely bucket every single cost and define them in these very precise ways.  I haven't seen any information that would help me do that.  I know Dr. Rivard walked through a lot of stuff yesterday, and what he provided us was the basic underpinnings of how the market is intended to work.

Is it working that way today?  Is there evidence? Is there information that would help me understand that there's something different happening here that we've missed?  There may be, and that's exactly why we are undertaking this study to see if there is something we are missing, is there another way to look at this, is there some element of cost that demand response resources aren't able to avoid and that would be better captured in a different way.  What they asked for is energy payments as a way to manage that.

So two pieces; I think we need to look at, you know, what they're asking us and do a thorough study and understand what's missing, because there's clearly a disconnect or we wouldn't be here today.  We are committed to looking at that.

But we also understand that what AMPCO has asked for is an energy payment as a solution.  We have a lot of concerns with that as a solution, based on the evidence that we've seen so far.

MR. MONDROW:  Would you have fewer concerns if AMPCO's request was for an activation payment, and we jettisoned the word energy?

MS. TRICKEY:  That's not the question they've asked us to answer.

MR. MONDROW:  I am not asking you what they asked you.  I am asking you that question:  Would you have fewer concerns?

MS. TRICKEY:  We may, and we would be willing to undertake looking at that as a different option.  But that's not what we have been asked to undertake.

MR. MONDROW:  Well, sorry, asked by whom?  By AMPCO?  Is that your reference?

MS. TRICKEY:  Correct.

MR. MONDROW:  Okay.  Thanks.  Maybe this is Mr. Short, I am not sure.  The topic of energy payments for DR resources was raised as early as -- I think your evidence says the lead-up to the DRA.  Do you recall that evidence, Mr. Short?

MR. SHORT:  If you can point me to where you're referring to, that would be helpful.

MR. MONDROW:  Sure, yeah.  If you look at your examination-in-chief compendium, which has your evidence, paragraph 50.
"In the lead-up to the launch of the DRA, some stakeholders had inquired about energy payments or utilization payments in the DRA.  However, the immediate priority was to implement the DRA."


So that would have been about 2014?

MR. SHORT:  I think I can agree.  I think that was related to transitioning DR3 participants and CBDR over to the capacity-based product solely, which was the DRA.

MR. MONDROW:  And that was about 2014?

MR. SHORT:  It's -- yeah I see the footnote, yes.

MR. MONDROW:  And the topic was not given priority at the time?

MS. TRICKEY:  I apologize, Mr. Mondrow.  I'm sorry, what topic wasn't given priority at that time?

MR. MONDROW:  Energy payments or utilization payments in the DRA.

MS. TRICKEY:  Was not given priority?  Was this -- I apologize.  I am having a hard time following the timeline we are working on.

MR. MONDROW:  Wow, paragraph 50.
"In the lead up to the launch of the DRA some stakeholders had inquired about energy payments or utilization payments in the DRA ..."


Good so far?

MS. TRICKEY:  Yes.

MR. MONDROW:  In and around 2014?

MS. TRICKEY:  Yes.

MR. MONDROW:  "However, the immediate priority was to implement the DRA," which I read as saying the energy payment or utilization payment topic was not given priority at the time.  Fair?

MS. TRICKEY:  Yes.

MR. MONDROW:  Thank you.

MS. TRICKEY:  This is a little before my time, so it was taking me a minute to catch up.  So thank you.

MR. MONDROW:  No problem.  Paragraph 51:
"In early 2017, some DRWG, demand response working group, members again raised this issue on the basis that other jurisdictions provide both energy and availability payments."


So we see it was raised again in 2017, and your evidence footnotes a January 31st, 2017, DRWG presentation on DR stakeholder priorities for 2017.

In our compendium, Exhibit K 3.2, that's at tab 2.  Could you turn that up, please?  You'll see the first page behind our tab 2 is just the cover page for the DR stakeholder priorities for 2017.

And if you go to page number 12 -- I think we gave you the whole presentation, but if you go to page number 12, we see the context in which the issue was raised was preparation for future incremental capacity auction.

And then the issue itself is noted following that page at page 19, if you could turn to page 19.  And you see point number 14 on page 19?  You have to say yes.

MS. TRICKEY:  Yes.

MR. MONDROW:  Well, you don't have to say yes.  You could say no, but you have to say something.

MS. TRICKEY:  I'll say something.

MR. MONDROW:  Okay, just to be clear. Point number 14 says:  "Reinstate utilization payments for DR activations."


I gather, and there's been some evidence on this, that reinstate means there was some previous demand response programs that did include -- granted, not energy payments, but energy payments, some of which you testified about this morning, correct?

MS. TRICKEY:  That is correct.

MR. MONDROW:  Okay.  And the distinction between activation payments and energy payments, as I understand it, is that activation payments when you refer to them are administratively or contractually determined.  They are not necessarily what's paid to resources bidding into and clearing the energy market.

MS. TRICKEY:  That's correct.

MR. MONDROW:  Okay.  And if we look at paragraph 45 of your evidence -- so again this is your examination-in-chief compendium -- we see reference there to the final OPA demand response program, the DR3 program, which had contract set activation payments fixed to $200 per megawatt-hour.

That's the program that one of you -- sorry, I forget which one it was -- spoke to earlier this morning, correct?

MS. TRICKEY:  That's correct.

MR. MONDROW:  Okay.  And what was the purpose of those payments?

MS. TRICKEY:  The contract structure for those programs was to split the payments for demand response in this program into two pieces.  Part of it was an availability payment, and part of it was a fixed activation payment for when those resources were activated.

MR. MONDROW:  And that was the $200 per megawatt-hour --


MS. TRICKEY:  Correct.

MR. MONDROW:  -- the fixed activation payment. And that was intended to compensate the resources for any costs of activation?

MS. TRICKEY:  I wasn't part of designing that.  I can't say exactly what they were intending.  But that is, you know, that's a reasonable assumption to make.

MR. MONDROW:  Okay.  And at paragraph 46 of your evidence, you talk about the capacity-based demand response or CBDR program, and that's the program that continued the fixed $200 per megawatt-hour utilization payment until expiration of the DR3 contracts?

You talked about that, I think, this morning as well.

MS. TRICKEY:  Yeah, that's correct.  That was the program or the set of rules that the IESO created so that we could seamlessly transfer the resources that were willing and able to go from a contract structure into a market structure to do that, because the IESO and OPA weren't merged at that time.  The IESO had to create a set of market rules that essentially replicated the DR3 program, so we created those rules, called that the capacity-based demand response program.

So it was really the same program, just under a different name, to enable the IESO to operate it at that time under the same contract structure.  And again, as I Said, the intent of that was to provide a stable transition from the contract structure to the auction structure.

MR. MONDROW:  Could you go to our compendium, please, Exhibit K3.2, tab 3.  And you should find behind that tab a copy of a market rule amendment submission form, and if you have that you'll see that it's -- on the first page it was a form submitted by IESO staff, and under part 2 where it says "Title", it says "delete references to the transitional demand response and emergency load reduction programs".

And then if you turn over onto the next page in the box, you see under the heading "background", the first of those programs, the ELRP, which was brought into effect June 20, 2006 as a reliability initiative, gave participants opportunity to receive standby and activation payments to reduce load during emergency periods identified by the IESO.

So -- and by way of context, this market rule amendment was to remove references to those programs, as I understand it from reading it, because they were spent.  But it does reveal the trail that this ELRP program also contained both standby and activation payments for demand reduction; will you accept that?

MS. TRICKEY:  Yes.

MR. MONDROW:  Okay.  And the next paragraph refers and starts with the word "similarly".  "The transitional demand response program (TDRP)", which I don't think we've talked about yet; is that right?

MS. TRICKEY:  Not that I recall.

MR. MONDROW:  Okay, me either.  And again we see economic assistance was given for voluntarily reducing demand based on market price signals.  That's the last part of the sentence.

And it's my understanding that that was -- included activation payments of up to $500 a megawatt-hour; do you know if that's correct by any chance?

MS. TRICKEY:  I can't verify that.

MR. MONDROW:  Okay.  Could I ask you to undertake to verify if there were activation payments for that program and, if so, what the parameters were?  I wasn't able to find it.

MR. ZACHER:  That's fine.

MR. MONDROW:  Thank you.

MS. DJURDJEVIC:  That's our first undertaking today, J3.1.
UNDERTAKING NO. J3.1:  TO VERIFY IF THERE WERE ACTIVATION PAYMENTS FOR THE TRANSITIONAL DEMAND RESPONSE PROGRAM, AND IF SO, WHAT THE PARAMETERS WERE.

MR. MONDROW:  In any event, I think what we have seen over the last few minutes is there has been some history of demand response resource activation payments at the IESO and prior to that the OPA; is that a fair conclusion?

MS. TRICKEY:  There have been different structures with -- meant to incent demand response -- or load participants to respond to some sort of activation by the IESO.  Each one has its own objectives and goals and structures but, yes, you are correct in that a number of them -- and historically that was a fairly common practice, to provide both -- two types of payments.

MR. MONDROW:  And we saw a few minutes ago that in 2017, along with discussions regarding evolution of the demand response auction, the topic was raised again by DR market participants?

MS. TRICKEY:  Correct.

MR. MONDROW:  And we know that Navigant was engaged in July 2017 and produced their paper, and you have referred to that.

Just while we are on that, if we go to paragraph 53 of your evidence, so this is compendium Exhibit K3.1, paragraph 53.  You will see following the preamble of the paragraph there is a table, and this table is inserted in the evidence, Ms. Trickey, I gather, to document the arguments for and the arguments against activation payments as reported by Navigant.

MS. TRICKEY:  That's correct.

MR. MONDROW:  And these are not Navigant's arguments, these are arguments that were raised by others in other jurisdictions that Navigant attempted to capture and catalogue, essentially; is that fair?

MS. TRICKEY:  That's correct.

MR. MONDROW:  Okay.  And I think you might have already said this, but am I correct that no definitive conclusions were drawn by the IESO in respect of its work culminating in the Navigant report in respect of activation payments or energy payments?

You can look at paragraph 57 of your evidence if it helps you.

MS. TRICKEY:  You are going to have to bear with me.  Can you repeat your question?  I apologize.

MR. MONDROW:  Am I correct to say that following the consideration of the Navigant report, the IESO did not reach any definitive conclusions on the appropriateness of activation or energy payments for DR resources?

MS. TRICKEY:  Our conclusion was that there were lots of arguments on either side and nothing definitive that said that this was -- this would be a benefit and that there were -- there was evidence that indicated that it might actually create a cost to consumers.

MR. MONDROW:  But no definitive conclusions; fair?

MS. TRICKEY:  Right.  We didn't -- we -- what we articulated to stakeholders that we didn't see anything that indicated we should proceed and we asked stakeholders for feedback on that decision at that time.

MR. MONDROW:  Can you go to paragraph 57(e) of your evidence.  It's still on the same page, just a little farther down.

And you say in your evidence, the royal you, so Mr. Short, jump in when you feel it's appropriate:

"Based on the quantity of stakeholder feedback received the IESO did not see a strong interest from the DRWG on the topic of utilization payment.  Only two members submitted feedback on and members declined to present their views for discussion at the DRWG."

Now, one of the loose documents that will have been in the back of your compendium is a stapled package of paper, the cover page on which is a City of Toronto letterhead, and it says "comments to Independent Electricity System Operator, IESO, Stakeholder Engagement Working" -- sorry. "Stakeholder engagement for demand response working group on March 1st, 2018".

Do you have that in front of you, that package, small package?

MS. TRICKEY:  Yes, we do.

MR. MONDROW:  And Madam Chair, with the assistance of Board Staff, for which we are appreciative, everyone should now have hard copies of this as well, and I'd ask if it could be marked as an exhibit, please.

MS. DJURDJEVIC:  So you're -- okay.  So just to clarify, so you have three documents here that were not part of the compendium and you are going to mark each one as an exhibit?

MR. MONDROW:  No, I think we can mark the stapled package as an exhibit and I will walk through those three.

MS. DJURDJEVIC:  I have a couple stapled packages.  Is this from the City of Toronto or the -- there is also a Northland Power presentation.

MR. MONDROW:  Oh.

MS. KRAJEWSKA:  I'm sorry, Madam Chair, it's just not clear to me which three documents we should be looking at.  I have the first one, which is the City of Toronto one, but I have other loose documents.  I just want to --


MR. MONDROW:  The documents weren't stapled.  The ones the Board Staff produced weren't stapled.  That's the cause of the confusion.  I apologize.  There are three letters.  We can mark them separately.  That's fine.  The witnesses have it as a stapled package.  The people that were not earliest to the hearing have the individual packages.  I think the dais package is stapled.

MS. SPOEL:  It is, yes.

MR. MONDROW:  It is.  So the first page is comment -- it is the City of Toronto letterhead and it's three double-sided pages and a blank page.  The second is a letter on Rodan letterhead, and the third is a letter on EnerNOC letterhead.  I had proposed to label those as an exhibit.  I'm indifferent.  Whatever counsel feels is appropriate.

MS. SPOEL:  Probably easier to make them as one exhibit --


MS. DJURDJEVIC:  We do -- yes, that one I have as one stapled package, and we can make that as K3.3.

MR. MONDROW:  Thank you.
EXHIBIT NO. K3.3:  STAPLED PACKAGE OF DOCUMENTS FROM AMPCO.

MR. MONDROW:  And I apologize to my friends whose papers are not stapled.

So K3.3, and I have kind of just walked through it, but Mr. Short and Ms. Trickey, the first page there is a City of Toronto submission to the DRWG March 1st, 2018, so that's the post-Navigant discussion.  And if you turn to the first page after the cover page and you look at the bottom, there's a heading there in the middle of the page, a little lower than the middle, "IESO utilization payment presentation".  And if you look at the recommendation from the City of Toronto it says:

"Based on the goal for fairness among participants, the city recommends that the IESO consider the participant perspective, the economic risk associated from repeated activations, and inability to recover costs.  In summary, utilization payments to generators provide compensation for all costs from activation, while DR participants risk multiple activations with no correlating method for cost recovery."

So City of Toronto was one of the parties that expressed a concern on this topic; fair?

MS. TRICKEY:  That is what this reads as, yes.

MR. MONDROW:  Okay.  The next document is a March 29, 2018 letter on Rodan Energy Solutions letterhead, and if you look at the bottom of the first page, there is a heading that says "utilization payment discussion".

And I am not going to read in the whole thing; feel free to read it, if you wish.  But starting under that heading and then going down on the next page, there's a second heading, "utilization payment discussions-fairness".  And two the paragraphs under that heading, and all of that similarly expresses a concern about the topic of utilization and energy payments for DR resources.

Will you accept that?

MS. TRICKEY:  Yes.

MR. MONDROW:  Okay.  And then the third document is the EnerNOC letter, also March 19th, 2018, and then down the page of that letter is heading number 2, "utilization payment".  There is similarly a discussion that expresses a continuing concern about energy/utilization payments for DRA participants.  You'll see that in the first sentence under the heading.  That continues on to the next page, which is the last page of the letter.

At the bottom of the partial paragraph at the top of that page, there is a reference to FERC 745, which we have talked about for some time.  So there is a third party that expressed a concern about utilization or energy payments for DR resources.  Fair?

MS. TRICKEY:  That's how it reads, yes.

MR. MONDROW:  So when your evidence says only two parties expressed a concern, we know at least three parties expressed a concern, right?

MS. TRICKEY:  We'd have to go back and look at the record to see how the timing of all these elements played out.  But I accept that that's what they are expressing in these documents.  If there's an error in that statement, it's possible that something -- but I can't confirm that.

MR. MONDROW:  Sorry, the City of Toronto submission is March 21st, 2018.  The Rodan submission is March 29th, 2018.  The EnerNOC submission is March 19th, 2018, and paragraph 57 of your evidence, if you look back at your compendium, says that you offered DRWG working group members observations on March 1st, 2018.

Is there anything unclear to you about that timing?

MS. TRICKEY:  It would appear there that may be a math error in terms of numbers.  But I don't have a concern with saying that.

MR. MONDROW:  Thank you.  And 57(e) also says -- so you said only two members, but we now know at least three members submitted feedback.  Maybe it's just three, in fairness, because I didn't find any more feedback on it.
"And members declined to present their views for discussion at the DRWG."


What does that mean, declined to present their views for discussion?  That means it wasn't discussed at this working group meeting?

MS. TRICKEY:  That's how I would read that.

MR. SHORT:  Sorry, if I could add I just pulled the meeting notes from March 1st and the rough math there was 23 different organizations in attendance.

So I guess if three out of 23 expressed concerns, I guess we can probably accept that.

MR. MONDROW:  Let's go to your evidence, which you'll have in that bigger cerlox package, Exhibit 14. I think those are the minutes you just pulled, Mr. Short, so if we could look at that together.

That's the demand response working group minutes from March 1st, 2018.  I think that's where you got your participant numbers, Mr. Short, the first page there.

MR. SHORT:  That's correct, yeah.

MR. MONDROW:  Yeah, so did you look over at the fourth page there, by any chance?  Item Number 4 says utilization payments.  Do you see that?

MR. SHORT:  Yes.

MR. MONDROW:  And do you see the discussion continues, or at least the minutes of that discussion continue to the top of page 6?

MR. SHORT:  Yes.

MR. MONDROW:  Is that a discussion about utilization payments reflected in those minutes?

MR. SHORT:  Yes.

MR. MONDROW:  So when you say members declined to present their views for discussion, that's not quite true, is it?

MR. SHORT:  So there's an opportunity to provide comments, but we seek formal comments as well after the meeting.  So the reference is trying to get more formal feedback on materiality of the issue.

MR. MONDROW:  And you got three letters?

MR. SHORT:  Yes.

MR. MONDROW:  Okay.  So it was discussed at the meeting and you got three letters afterwards, right?

MR. SHORT:  Correct.

MR. MONDROW:  Okay, thanks. And then if you go to paragraph 79 of your evidence, so again you can use your compendium for direct examination, Exhibit K3.1.

This issue of utilization or energy -- sorry, activation or energy payments for DR resources was most recently raised in the context of the TCA discussions, and that would have been February 2019.  Is that correct?

MR. SHORT:  Yes, that's correct.

MR. MONDROW:  Okay. Could you go with me to tab 21 -- sorry, Exhibit 21 of your evidence.  So that would be the bigger cerlox-bound package again.

And this is another set of minutes that you attach to your evidence from the DRWG, and that's February 12th, 2019, and I am going to go to page 10 of those minutes -- sorry, I am going to go to page 11 of those minutes at the moment.

MS. SPOEL:  Sorry, Mr. Mondrow, I am lost.  Is this in your compendium?

MR. MONDROW:  No. I am referring to three different documents; my compendium, their compendium, and then the IESO filed evidence, which is their compendium plus the exhibits to their evidence.

So the exhibits the witnesses will have in a bigger cerlox package, and I dearly hope you have those as well.

MS. SPOEL:  And which?

MR. MONDROW:  And I am looking at Exhibit 14 of the IESO evidence.  Is that right?  No, no, sorry, my mistake. I am looking at what's tab 21 or Exhibit 21.  I think they actually refer to it as Exhibit 21.

MS. SPOEL:  These aren't exhibits to Mr. Short's affidavit?

MR. MONDROW:  No, it's not Mr. Short's affidavit.  Following the affidavit, the IESO filed that very helpful package of evidence, which restated or extracted from the affidavit and provided a bunch of exhibits.

MS. SPOEL:  Okay, I don't think I have that with me.

MR. ZACHER:  Madam Chair, sorry to interrupt.  So the IESO evidence, we did provide cerloxed copies for the Panel.

MS. SPOEL:  Okay, they haven't made it up here yet.  If we can have those.

MS. DJUDJEVIC:  Just to clarify, Mr. Zacher.  I am looking at this large bound volume, and my understanding was that this was being replaced with the smaller compendiums.  Are the Panel supposed to --


MR. MONDROW:  Sorry, Mr. Zacher, but I am referring to that large volume.

MS. SPOEL:  Ms. Djurdjevic, it doesn't really matter if you can just give them to us, because we don't have them right now and people are referring to them.

I think this stuff has all been pre-filed and trying to guess what I am going to need each morning isn't perfect.  So since they are there, if you can distribute them, that would be great.

MS. DJUDJEVIC:  Okay.  So do we need to give this an exhibit number as well?

MS. SPOEL:  I don't think it's necessary because this stuff has already been filed.  It's all already on the record as far as I know, thank you.

MR. MONDROW:  Sorry about that, Madam Chair.

MS. SPOEL:  That's fine. I am just trying to make sure that we are able to follow along because this only shows part of it.  And, sorry, we are tab 21?

MR. MONDROW:  Tab 21.

MS. SPOEL:  Thank you very much.

MR. MONDROW:  And if I can go to page 11 of those -- this is the DRWG minutes for February 12th, 2019.

And this, Mr. Short, is where you talk about, minuted starting on page 11, the evolution of the DRA, correct?

MR. SHORT:  Uh oh, I think I think just broke my button.

MR. MONDROW:  How convenient.  Just kidding, just kidding.  We will get you another one.

MR. SHORT:  I can show you the pieces if you want.  I guess my mic is on all the time now.

MR. MONDROW:  If you like your fingers you'd better take it easy.

MR. SHORT:  It's on now.  Okay.  Well, it's on.

MR. MONDROW:  Page 11 --


MR. SHORT:  Is this transcripted as well?

MR. MONDROW:  Absolutely.  It will figure prominently in our argument as well.

Page number 11, please.

MR. SHORT:  Okay.  Sorry, I am there, yes.

MR. MONDROW:  Thanks.  So this is -- the minutes here reflect the discussion that you led on -- involving the DRA platform.

MR. SHORT:  That's correct, yeah.

MR. MONDROW:  Okay.  And I won't necessarily take you through all this, but you see what we have here and what you have done generally with your minutes is you record -- the minute-taker records the participants' comments, and then the IESO response and the participants' comments are in normal font, and the IESO response is in italicized font, and we see on that page the -- starting with the second participant, so it says:

"A participant noted that the technical planning conference focused on 2023 and changes for 2020 as ambitious engagement on this evolution needs to start right away and has to include other opportunities for DR to create a level playing field."

And then you see the next participant comments:

"A participant asked if other opportunities for load such as utilization payments for DR and operating reserve opportunities for HDR will be part of the discussion involving the DR."

And then the next participant comment:

"A participant stated that is it problematic for the IESO to pick and choose which revenue opportunities to provide for different resources.  Opening up the DRA to generators for a DR capacity payment but not the ancillary services market or utilization payments for DR is an example of this."

And then if you look -- not the next -- the continuation of that participant comment, but the next one:

"A participant asked if a market participant providing capacity in the ICA or the evolved DRA would get compensated equally whether it is generation or a reduction in compensation."

And essentially all your responses -- all the IESO's responses through you, Mr. Short, were:  We will be looking at that.  We need to look at that in more detail.  Is that a fair synopsis of that discussion?

MR. SHORT:  So at the meeting it was the first time we discussed the concept that TCA -- there were a number of concerns that were raised at the meeting, and we went through those, and certain things we addressed through the evolution -- or the stakeholding with respect to TCA capacity market-related, and other things were -- remained with the DRWG, other items remained with the DRWG.

MR. MONDROW:  And the utilization/energy payment or activation/energy payment is in the latter category, remained with the DRWG?

MR. SHORT:  When we looked at the issue with respect to the capacity auction, it was our -- so we have essentially two products we were looking to acquire.  One is energy and one is capacity.  The utilization payment at the concept at the time, which has now evolved to, I guess energy payments, which, aptly, named applies to energy, and so when we looked at the history with DRWG and it was focused on DR members, we were looking to evolve the DRA beyond just the demand response participants.

At the time we thought it was an appropriate venue to continue the conversations, and then subsequently as the issue continued to be discussed we realized it needed a broader engagement, and that's why we actually pulled it out of the DRWG and invited other participants to attend, such as generators, traders, et cetera.

MS. SPOEL:  Mr. Short, I don't want to interrupt, Mr. Mondrow, but I am just looking at these minutes and I am looking at who was at the meeting on February the 12th, and I am not sure who all these participants are, but I think
-- I don't know how many of them are actually demand resource suppliers, if you want to call them that.  An awful lot of them -- well, I mean, obviously there's IESO staff, there's OPG is a generator, as far as I know, some of them are distribution companies.  It seems to me this is a very broad range of people, which is -- I am not questioning the membership at all, I am just wondering to what extent you could rely on this group to get a consensus about what the interests of the demand resource or whether you can get that at the meeting, given the numbers of parties here who aren't -- don't supply demand resources.  I don't know if Toronto Hydro does demand resource.  I don't know -- some of these people -- some of these participants I don't know.  I am not sure what Union Gas's role is.  But sort of give me a bit of -- it would help if I had some kind of idea what reviews you are trying to get with the composition of this broad stakeholder group -- or working group.  You just said opening it up to generators, but there's quite a few generators represented here already, I think.

MS. TRICKEY:  I think it's important to note that we -- the IESO holds a number of stakeholder engagements.  Some of them are specific to a topic.  Sometimes we have working groups like what we have with the demand response working group, and that may be focused on a certain sector or resource type or a group of people.

Typically when we're engaging on a broad topic we might use multiple forums to talk about the same thing, so I think that's part of maybe what you're looking for.  So we wouldn't just go to one forum.  If there's multiple forums where a topic could be of interest, we will go to multiple forums.

And I think it's also typical that just because we call something the demand response working group doesn't mean that the only people there are demand response providers.  You know, sometimes other types of other sectors have interests in the things we are discussing, even though we are trying to focus a forum on a certain topic.

So I don't know that you could look at one meeting and say that we were trying to definitively make a determination based on the makeup of stakeholders at a certain meeting.

MS. SPOEL:  Okay, thanks.

MR. MONDROW:  Mr. Short, if we could then go to Exhibit 23 of your evidence, so just stay with the same document.

MR. SHORT:  Sorry, can I just have a couple seconds?  I just wanted to look up something if you don't mind.

MR. MONDROW:  Sure.

MR. SHORT:  Sorry, just to add to Candice's answer, the February 12th meeting was the first meeting that we talked about -- the first meeting that we had talked about the -- I believe the TCA concept outside of Peter Greg's presentation to the OEN at the end of January.  I believe that's the case.  This was also the meeting where Kingston Cogen, I believe John Windsor came to present the conversation about, I guess, including generators in the demand response auction, so that may have attracted some additional participation, but again, the majority of the folks that were there I think are still demand response participants.  I just wanted to add that context to why the meeting might have been a bit more broader than just a DRWG.

MS. SPOEL:  No, that's fine.  Thank you.  I appreciate that.  I just, I guess I was referring back to your comment, and it was actually with respect to the March 1st meeting, where you say based on the quantity of stakeholder feedback received the ISO did not see a strong interest from DWRG (sic) on the topic of utilization payment.  I am just thinking that if there's a lot of people at the meeting who aren't actually demand response providers, maybe the quantity of feedback isn't -- is maybe not the measurable.  I was just exploring that a little bit.

MS. TRICKEY:  I think it's also important to understand --


MS. SPOEL:  Yeah, I am not suggesting they shouldn't be there --


MS. TRICKEY:  No, no, I --


MS. SPOEL:  -- I understand, and it's not a vote, so I understand that.  I was just wanting to get a feeling for what you're trying to achieve --


MS. TRICKEY:  Yeah.

MS. SPOEL:  -- were you looking for consensus in these working groups?  Who is there?  How does it inform going forward?

MS. TRICKEY:  Right.  It's not a perfect science, obviously, figuring out how to proceed on items.  I think what the IESO is striving to do with these engagements and particularly with the demand response working group is understand what are the concerns and items that they would like us to talk about.  Invariably there are far more items that they would like us to address than we can possibly address at any given time, and they are not the only ones.  Everybody has got a long list of things they would like us to do, so it's our job to try to figure out what is the most important or are the most important items at any given time.

We don't dispute the demand response participants saw energy payments as an issue and have for a number of years.  But again, we have tried to balance over the years what we're focusing on and, you know, are we focusing on the most important items to the majority of participants.

Maybe we don't always get it right, but that's the balance that we are striving to achieve.

MS. SPOEL:  Thank you.  Sorry, Mr. Mondrow.

MR. MONDROW:  No, thank you, Madam Chair.  So I want to go to Exhibit 23, now, Mr. Short, of your evidence, which is another -- perhaps the next DRWG meeting, April 25th, 2019.

So now we are in April 2019 with a similar list of participants.  And then if you go to page 3, under the DR auction path to success in the TCA, it looks like there is a presentation from Enel X.  Is that what that is?

MR. SHORT:  Yes.

MR. MONDROW:  Just looking at the first paragraph, it describes the presentation.
"Enel X led stakeholders through their discussion on removing barriers to DR and improving efficiency in the TCA.  Participants broadly noted that the Enel X presentation highlighted the challenges that all demand resources face, and that these challenges have become more important as competition with other resources are being rapidly introduced.  Participants wanted to make sure that the issues identified will be resolved in time for the TCA."

And if you go over to next page, page 4 of the minutes, under the heading "discussion and next steps in evolving DR participation", this is a discussion led by a woman, it looks like, from the IESO.

It records:
"The IESO led stakeholders through a broad discussion evolving DR participation, including the future of DRWG and the DRWG work plan.  The discussion became centred on the need and rationale for utilization payments for DR, and participants stressed that utilization payments are a priority for DR."

The next paragraph talks about the FERC decision. The IESO replied in the italics now that in Ontario,
"utilization payments would receive the same types of challenges that they did during the stakeholdering of FERC order 745, and the IESO would need a made-in-Ontario rationale supported by a good business case to consider it.  If the priority for the DRWG is to address utilization payments, then it can move forward on this.  But asked if there were other priorities, given how rarely DR gets dispatched."


Then the minutes say:
"Participants emphasized the utilization payments have also been on their list as a priority, but the IESO dictates priorities.  It made a unilateral decision to make DR compete with merchant generators on a condensed timeline, which is why participants have escalated the discussion on utilization payments."


The IESO's response is recorded there:
"The IESO replied that the next steps would be to determine how to move forward from the Navigant paper released in December 2017."

We are now in April 2019.
"On utilization payments, the IESO is open to any new rationales for utilization payments and models from other markets.  A participant asked for a direct response on the key NOX presentation points.  The IESO replied that it will respond to these points, and the meeting adjourned."


So not resolved at the meeting, at this meeting any way, what the IESO would do, other than it would respond, right?

MS. TRICKEY:  Correct.

MR. MONDROW:  Okay.  Can we go back to your evidence at paragraph 82?

So paragraph 82 footnotes those minutes, and at the end of paragraph 82 of your evidence, it says in the last sentence:
"The IESO however advised stakeholders that the issue of energy payments would be further considered as part of the DRWG, including prioritization -- it should be of the issue as part of the issue as part of the 2019 DRWG work plan, and that the IESO would follow up on the Navigant paper and consider a made-in-Ontario rationale supported by a good business case."


The footnote again is to those minutes. I didn't see that statement minuted.  Is that an error in the minutes, or is this evidence not quite accurate?

MS. TRICKEY:  I think you're asking me if this particular statement is correct, so what's in quotes and footnoted is a correct reflection of what happened in the meeting.

I'd have to go back and look further at that.  It's not apparent to me what -- is there a disconnect or isn't there right on the surface at the moment.  But I am not sure.  Is that what you are asking?

MR. MONDROW:  That's what I am asking.

MS. TRICKEY:  I can't comment on that without taking a further look at this.

MR. MONDROW:  Okay.  In any event, you have now posted a draft engagement plan as of August 22nd, to look at energy payments for economic activation of DR resources.  And you talked about that this morning, right?

That plan is now posted and active, correct?

MS. TRICKEY:  Correct.

MR. MONDROW:  Okay.  And you testified already you anticipate a resolution of that by June 2020.

MS. TRICKEY:  Yeah, actually May 2020, but yes.

MR. MONDROW:  With an IESO decision by June 2020, I think.  That's what the timeline says but.

MS. TRICKEY:  Sure.

MR. MONDROW:  May or June; it doesn't matter.  We are going to get a resolution of that issue.

MS. TRICKEY:  Yes.

MR. MONDROW:  Okay.  And will that study consider activation payments as distinct from energy payments?

MS. TRICKEY:  Our understanding is that what stakeholders want us to address is energy payments specifically as per what has been implemented by -- or was requested by FERC.  That's what our study is looking at.

MR. MONDROW:  So all of these minutes we looked at, they actually refer to activation/energy payments, right?  You saw those references as we went through them.

MS. TRICKEY:  Correct.

MR. MONDROW:  And so do you think you should maybe look at activation payments as well as energy payments?

MS. TRICKEY:  We don't have a concern with looking at that.  But again, what we understand we have been asked to look at is energy payments.

MR. MONDROW:  Asked by whom?

MS. TRICKEY:  By stakeholders, and AMPCO in particular.

MR. MONDROW:  Okay --


MR. SHORT:  Sorry, if I could add, we in earlier conversations about utilization in the first concept, I guess, of energy payments was at a TCA stakeholder session.  I remember the confusion with myself and some other folks in the IESO, because we had thought it was a utilization activation exercise.  And it was at that point we realized that the conversation had shifted to an energy -- sorry, an energy utilization which is a more -- this is basically anybody, anybody who has load that responds and reduces consumption would be eligible for an energy payment as opposed to something that was specifically -- we had thought earlier was specifically related to a smaller class of participants.

So it was a bit -- you know we were -- so that's where we thought the tone changed from utilization to an energy-specific one.

MR. MONDROW:  Do you think it would be wise to look at activation payments or compensation for DR activation costs?

MS. TRICKEY:  Again, we are responding to what stakeholders have asked us to respond to.

MR. MONDROW:  Okay.  In the interim, you are still working on the capacity auction evolution.  You testified to that, Mr. Short, this morning.

MR. SHORT:  Yes.

MR. MONDROW:  And given the complexity, you'd agree it would be imprudent not to continue to work on that?

MR. SHORT:  Given the need to be ready for 2023 and beyond, yes.

MR. MONDROW:  Madam Chair, I am moving to a new topic.  It would be a convenient time for me, if it's convenient for the Panel to break.

MS. SPOEL:  Certainly, let's resume at 1:30.
--- Luncheon recess taken at 12:25 p.m.
--- On resuming at 1:32 p.m.

MS. SPOEL:  Good afternoon, please be seated.

All right, Mr. Mondrow.

MR. MONDROW:  Thank you, Madam Chair.

Ms. Trickey, Mr. Short, could you please turn up tab 16 of your evidence.  So it's Exhibit 16, I guess, of your evidence.  We are in the big cerlox-bound package now.  And what you should see is that presentation entitled "capacity update, stakeholder advisory committee, August 14th, 2019".  And I am going to ask you to turn, when you get there, to page 4.  This would be Exhibit 16 of your evidence.

And on page 4, you will see a chart that says "preliminary resource adequacy outlook summer"; do you have that, Mr. Short?

MR. SHORT:  Yes, I do.

MR. MONDROW:  And this is a graphic representation of the impending capacity gap or need, as you have testified to already, and we see two lines, with existing resources and without existing resources.  The line that runs through the zero, is that zero a capacity including reserve margin?

MR. SHORT:  Are you referring to both lines or...

MR. MONDROW:  Well, sorry, I don't mean the graph lines, I mean the axis that runs through zero.

MR. SHORT:  Sorry, I understand now.

MR. MONDROW:  So that break-even, where capacity matches requirement, is that a post -- that includes reserve margin, that zero --


MR. SHORT:  I believe that's all-inclusive of -- including the margin, yes --


MR. MONDROW:  Right.  And what's your reserve -- what's the IESO's reserve margin now?  18, 20 percent, something like that?

MR. SHORT:  I don't know off the top of my head unless it's in the evidence.

MR. MONDROW:  Well, I'm not sure, but let's find out together, maybe.  If we could go to -- actually, we will come back to that.  For now it includes -- it's harder to go back and forth, but it includes reserve margin as far as you know?

MR. SHORT:  As far as I understand, yes --


MR. MONDROW:  Okay.  That's great.  Thanks.  And if you could just look with me on page 7 of this presentation, and here is a listing of -- and it's titled "options available to meet capacity requirements".

So we have got -- the second bullet is the capacity auction, and then it talks about three more options.  You referred to some of these briefly this morning.  Energy efficiency programs.  There's a Hydro Quebec firm import of 500 megawatts, and it says "available until 2030 for one summer commitment period under the terms of the HQ energy deal".

Does that mean it's only available once or once per year?

MR. SHORT:  It's only available once.

MR. MONDROW:  So you call on it for one year.

MR. SHORT:  Or it's only for the summer periods.  So it's 500 megawatts of capacity, and we can call in a summer period.

MR. MONDROW:  In each summer or only one summer --


MR. SHORT:  No, just one summer.

MR. MONDROW:  So you have got to pick your summer.

MR. SHORT:  Correct.

MR. MONDROW:  Okay.  And you talk about, opportunities may exist to optimize and shift nuclear availability.  Am I correct that in addition to this list you are -- meaning the IESO is now considering potential contracts for capacity outside of the auction?

MR. SHORT:  We're starting -- I think I mentioned earlier we're starting our resource adequacy engagement in January to talk about alternatives to the ICA, which was intended to -- the ICA was intended to secure capacity starting in -- the first auction was intended to run in 2022 for a commitment period that started in May of 2025.

MR. MONDROW:  Okay.  And if you could turn with me, then, to page -- sorry, Exhibit 17 of your evidence, the next exhibit.  This is the NERC, North American Electric Reliability Corporation, 2018 long-term reliability assessment.  You filed this, as I recall, in support of your forecast, including the 2023 capacity gap, as you have been calling it.  And if we go to page 15 of this NERC document, this is the -- the page that has text entitled "NPCC Ontario".  And am I correct that this is the Ontario section of the report that talks about the mid-2020s capacity gap?

MR. SHORT:  Yes, that's correct.

MR. MONDROW:  And it says in the first line:

"The anticipated reserve margin falls below the reference margin level in the mid-2020s to 18.6 percent."

So I assume what that means is that the gap is actually a gap relative to the capacity requirement inclusive of the 18.6 percent reserve margin.  Sorry, it falls to 18.6 percent, so the reserve margin that you have is actually something above 18.6 percent.  Would that be an accurate read of this?

MR. SHORT:  Sorry, just for my benefit could you repeat the question one more time?

MR. MONDROW:  Yes, so the first sentence says:

"The anticipated reserve margin falls below the reference margin level in the mid-2020s to 18.6 percent."

So that's the capacity gap, as I understand it, which means your reserve margin is something more than 18.6 percent.

MR. SHORT:  So I -- and I believe the reserve margin is calculated every year based on a number of factors, and it may fluctuate year to year.  So from this perspective right now I think we are assuming 18.6 percent, but I believe in a new version coming out that number actually, I believe, goes up, so every year we publish a new long-term reliability outlook or NERC publishes it, and I think that number fluctuates in year to year based on the assumed generation that's available to meet demand.

MR. MONDROW:  Can we go to page 56 of the report, please.

So this is a chart entitled "summary of 2023 peak projections by assessment area and interconnection".  And I will ask you to look down several lines to the NPCC Ontario line.  And here we see peak demand in megawatts in the first column, 21,589.  In the second-last column we see 25,456.  And in the last column we see an anticipated reserve margin of 18.62 percent.

So this indicates to me that in 2023 the capacity gap that you have been referring to is translatable into a decline in your reserve margin down to 18.62 percent, at least as of the time of the forecast reflected in this report.  Is that how you would read that?

MR. SHORT:  So I am not 100 percent familiar with the exact calculation to develop that, but I think the -- I believe the 18.6 -- just making sure I have got my numbers right -- 18.6 percent is a calculation based on our expected need to be reliable based on the fleet that we have or are anticipated to have.

And so I -- yes, I can attest the number is 18.6 percent based on the latest calculation we have done.

MR. MONDROW:  So that means in 2023 what you anticipate having is a reserve margin of 18.62 percent, lower than perhaps optimal, or dictated by NERC, but still a reserve cushion.  That's how I would read that chart; is that correct?

MR. SHORT:  Sorry, could you repeat the question?  My apologies.

MR. MONDROW:  The capacity gap that we have been talking about means that in 2023 you anticipate as of the time of this forecast having an 18.62 percent reserve margin rather than a higher reserve margin.

MR. SHORT:  So I am not entirely sure how the calculation -- I am not sure if it's a one-for-one relationship.  So I am happy to go back and provide more information as to in terms of how we calculate the 18.6 percent, if we are allowed to do that.

MR. MONDROW:  You are certainly allowed to do that, and what I am interested in -- and the Panel or others may have a different interest, but what I am interested in understanding, when you say there's a 4,000-plus megawatt capacity gap in 2023, how much reserve margin is left after, if that gap is realized?  That's what I would like to know, and I think it's 18.62 percent, and that's what I am asking if you could confirm.

MR. SHORT:  I am not sure how -- okay, so from -- the easier number to look at is back on the -- is the graphs that we talked about at the SAC presentation, where there's an over 4,000-megawatt gap that is calculated based on the NPCC NERC criteria to determine that number.  I am not sure if it's entirely translatable, or what the reason is to try and translate that into 18.6 percent.

I am not quite following you, because I don't run an auction based on 18.6 percent.  I run an auction based on the numbers, the absolute number that the planners calculate based on a forecast of the resources that are available.  It's like a probabilistic calculation to say I need -- I am going to use a rough number -- sorry.  I will just use a rough number of 30,000 megawatts we need.  And in 2023, we only have, I will say again rough numbers, 26,000.  And so that translates into the 4,000-megawatt need.

MR. MONDROW:  I understand that.  But if you look, it doesn't come out -- in the copy I am looking at, it doesn't come out very clearly.

But if you look down to eastern interconnection, Quebec interconnection, Texas interconnection, those all are shaded actually on this table.  And I think they are shaded because they have reserve margins significantly below the NERC criteria.

MISO, second row from the top, has a 16.84 percent reserve margin.  What I am trying to get a sense of is, when we talk about a capacity gap, are we going to run out of capacity gap?  Or are we talking about not meeting NERC requirements, but still having a cushion.

I am not going to debate with you whether that's appropriate or inappropriate.  I am just trying to understand it at the moment.  That's why I am asking the question.

MR. SHORT:  So every area calculates what is they believe is the appropriate reserve margin based on their fleet, and that MISO -- sorry, mid continent system, independent system operate -- independent system operator which is MISO, for example, they would look at maybe a heavier wind fleet, more coal, and they would use their effective capabilities of those fleets to calculate what they believe they need to maintain reliability, and that ends up being produced in kind of a minimum percentage reserve requirement.

Ontario would do the same thing when it comes to our fleet.

MR. MONDROW:  Sorry, Mr. Short, I am not -- I am under a time constraint, and I am not asking you that.

MR. SHORT:  Okay, I am --


MR. MONDROW:  I appreciate you are trying to be helpful.  In 2023, if you realize the 4,000-plus capacity gap you are currently forecasting according to your evidence, what would the reserve margin be if you don't address it.  That's what I would like to know.

So if you would like to undertake a calculation, that's the calculation I am interested in.

MR. SHORT:  Okay, I can do that.

MR. ZACHER:  That's fine.

MR. SHORT:  Okay.  Sorry, he is supposed to do that?

MR. MONDROW:  Thank you.

MS. DJUDJEVIC:  So I will make that undertaking J3.2.
UNDERTAKING NO. J3.2:  TO CALCULATE A RESERVE MARGIN FOR 2023, IF THE FORECASE 4,000-PLUS CAPACITY GAP IS NOT REACHED


MR. MONDROW:  Sorry if I cut you off.  I have a lot of stuff to cover with you, so that's why.  But I appreciate your attempt to be helpful.

So now I want to talk about addressing that gap, and I am going to go through this, I hope, relatively quickly.  I don't think it's contentious, and I am just going to ask you to confirm some of the timing.

So the first auction was to be held, as we know, December 2019, and it was to cover a one-year period commencing in May 2020.  And that one-year period was composed of two commitment periods, a summer and a winter period, correct?

MR. SHORT:  Yes, that's correct.

MR. MONDROW:  And the forward period, which is the period between the auction and the commitment period -- am I right?  That's what the forward period is?

MR. SHORT:  Between the end of the auction and the start of the commitment period, yes.

MR. MONDROW:  Was six months, was to be six months?

MR. SHORT:  I believe it's roughly five months, but...


MR. MONDROW:  Okay.  And the target capacity, do we have that on the record somewhere?  What was that?

MR. SHORT:  I believe 675 megawatts was the target capacity.

MR. MONDROW:  And you said generation registered was how much?  Four generators, but do we have the capacity?

MR. SHORT:  I'm not entirely sure if I should divulge That, because that indicates the supply mix for the upcoming auction.  So I can tell you how many folks registered.

MR. MONDROW:  Four, we know that.

MR. SHORT:  It's five now, actually.  It was five; we have now taken them out.

MR. MONDROW:  Okay.  But you can't give us the --


MR. SHORT:  I would like to be able to, I will just throw this out there.  The amount of people that are participating in terms of the quantities, it may give folks an unfair or more information, and maybe it could influence the outcome of the auction.  So I am not sure that's the right thing to do is to give out that information.

MR. MONDROW:  These fine.  Can you tell me if it was more than 600 or less than 600 megawatts?  Would that compromise...


MR. SHORT:  I can say for certain it was less than 600 megawatts.  Are you going to keep going down until I say I can't -- sorry.

MR. MONDROW:  No, no, no.  I thought about it but I am not going to.

MR. SHORT:  I appreciate that, thank you. I am going to start to sweat at some point.

MR. MONDROW:  It's not important enough for me, and I don't want to compromise your position, thank you.

So new auction number one, subject to the outcome of this process perhaps, is scheduled to be held June 2020.  Again a one-year period and in that respect, commencing May 2021.

MR. SHORT:  Yes.

MR. MONDROW:  Two commitment periods, summer and winter?

MR. SHORT:  That's correct.

MR. MONDROW:  An 11-month forward period for that auction?

MR. SHORT:  I agree with that math, yes.

MR. MONDROW:  Thank you.  Do you know what the target capacity is likely to be?

MR. SHORT:  As far as how we develop the target capacities at this point, because we are transitioning from a process where the DRA was -- so the demand response auction, the target numbers were typically driven by the results of a long-term energy plan directive that we had from the government.  We are trying to transition away from that now.  We are also trying to transition to again being ready for the 4,000-plus megawatt need in 2023.

So what we developed was -- we called it a reliability assurance value target capacity, where we would start to increment the target capacity.  It could be above our planning requirement in order -- so we didn't have this massive jump from a lower capacity value to this 4,000-megawatt value, again as part of our plan to enable both the IESO and the sector to be ready for 2023.

MR. MONDROW:  For your planning value, though, if we look at that chart that we looked at a few minutes ago, that would give us the planning value as opposed to the target value.  Is that fair?

MR. SHORT:  It's fair for this year.  As an example, though, that graph we were referring to as part of the SEC presentation, it was already outdated when it was published.  So it shows, for example, December 2020.  There is -- if you look at that graph, there is no adequate capacity need for the summer.  But through the course of our development of the 18-month outlook -- sorry, it's not called an 18-month outlook anymore.  The report, I think it's called the reliability outlook.  I might be misquoting a number, or the report, it takes into account more recent information and so --


MR. MONDROW:  Do you have any more recent information than that?

MR. SHORT:  I believe the reliability outlook number is public at this point.  We looked at a number of combinations and the actual planning need is -- I think it was roughly, off the top of my head, about six -- sorry, not six -- 580, 570 megawatts was the actual planning need, and we looked at where we were with the last demand response auction, which was roughly a 600-megawatt -- I think a 600 and change megawatt target capacity need, and going between where we are today versus where we need to be for 2023, we had already stakeholdered with participants for the summer of 2020.  We were going to use a value of 675 megawatts, so that's what we published for the TCA and that's what we have kept for the DRA.

MR. MONDROW:  So that would be the June 2020 auction?

MR. SHORT:  Sorry, no, I was talking ability December.

MR. MONDROW:  I don't want to go through that again at the moment, thank you.

MR. SHORT:  Sorry, I didn't want to waste your time.

MR. MONDROW:  I'm going to come back to that in a minute.  So we have auction number 1 now June 2020.  Auction number 2 currently scheduled for December 2020 for a one-year commitment period commencing May 2022.  So that's two seasonal commitment periods, summer and winter, and an 18-month forward period, correct?

MR. SHORT:  I think it was 17 months, but roughly 18, 17 is close.

MR. MONDROW:  Auction number 3 in 2021, this is for the one-year period commencing May 2023.  So that is your capacity gap crystallization --


MR. SHORT:  Correct.

MR. MONDROW:  -- based on current -- relatively current forecasts.  And again you anticipate two seasonal commitment periods, summer and winter, and again an 18 month forward period, give or take.

MR. SHORT:  Yes, at this time we have not established the audit committee date for 2021.

MR. MONDROW:  Okay.  Would you undertake to provide the most updated planning need for each of those next three currently planned auctions?  Could you do that?

MR. SHORT:  Yeah, I --


MR. ZACHER:  Is there one?

MR. SHORT:  Yeah, I am trying to think there's a public -- there's an annual planning outlook that hasn't been published yet, and we are waiting for that to be finalized.  We certainly can provide the report -- the report -- reliability outlook, I think it's called.  We can certainly provide that.  That was published a couple months ago.

MR. MONDROW:  The most recent one you are able to provide.

MR. SHORT:  Yeah, certainly we can do that.

MR. ZACHER:  That's fine.

MS. DJURDJEVIC:  That will be Undertaking J3.3.
UNDERTAKING NO. J3.3:  TO PROVIDE THE RELIABILITY OUTLOOK.

MR. MONDROW:  Thank you. In your evidence, Mr. Short
-- you can look at paragraph 3B, if you wish, but I don't think this will be contentious -- you say that:

"There are existing non-committed generators coming off-contract which may in the absence of the TCA choose to wind down their operations."

You recall that testimony?

MR. SHORT:  Sorry, I was just trying to figure out where you were.

MR. MONDROW:  Paragraph 3B.

MR. SHORT:  Yes, I agree, yes.

MR. MONDROW:  Okay.  And do you know what the probability is of that, of any of those generators choosing to wind down their operations?

MR. SHORT:  We looked at what was available off-contract, and I think in one of our interrogatories we provided -- I think there was roughly 27 generators over 640 megawatts that was theoretically available.

As far as their plans to wind down, we have information, for example, from Kingston Cogen presenting information as one example.

MR. MONDROW:  Okay.  Do you have information from other generators?

MR. SHORT:  So in looking at the options to essentially solve the 2023 need, we know what's available as far as that capacity goes, and we look at things like what's available from imports, what's available from generators, and it's -- and so in totality when you add generators, potential storage, potential imports, DR, that's where we get to our 4,000-megawatt need --


MR. MONDROW:  Sorry, Mr. Short, that's not what I asked you.

MR. SHORT:  Okay.

MR. MONDROW:  What I asked you was, you said in your evidence:

"Off-contract non-committed generators may, in the absence of the TCA, choose to wind down their operations."

I asked if you had a probability for that.  I gather this answer is no --


MR. SHORT:  No, I haven't developed a statistical probability on that, no.

MR. MONDROW:  Would you say greater or less than 50 percent probability?

MR. SHORT:  I really don't think I can comment on that.

MR. MONDROW:  You can't comment because you don't know?

MR. SHORT:  I don't specifically know the financial businesses of all those generators, no, I don't, sorry.

MR. MONDROW:  Okay.  Could you say high, medium, or low probability?

MR. SHORT:  I don't -- again, I don't know.  We've -- you know, there's -- we have heard from Kingston Cogen.  They are a good example.  Maybe there's more representative of them.

MR. MONDROW:  Okay.  Could you go to tab 4 of our compendium, K3.2.  This is your response to AMPCO interrogatory 4 from November 20th, 2019.  And we asked you about this, the basis for your information, and you gave us a response in part A, and I am not going to read it.  You can if you wish.  But you footnote the Kingston Cogen -- in part B you actually footnote the Kingston Cogen presentation, which you didn't provide, but we have it.  And I provided a copy to you and everyone else in the room.

Madam Chair, it was posted on the IESO website, and it's a slide presentation entitled "Demand response program expanding DR2 on contract to stranded generators, February 12th, 2019".  I wonder if we could mark that as an exhibit, please.

MS. DJURDJEVIC:  That will be Exhibit K3.4.
EXHIBIT NO. K3.4:  KINGSTON COGEN SLIDE PRESENTATION ENTITLED "DEMAND RESPONSE PROGRAM EXPANDING DR2 ON CONTRACT TO STRANDED GENERATORS, FEBRUARY 12TH, 2019".

MR. MONDROW:  Thank you.  And your footnote -- sorry, one sec.

The statement you quoted from Kingston Cogen in your interrogatory response, Mr. Short -- this is part B of your response to AMPCO interrogatory 4 -- is, you say:

"Generators communicated their perspective through various channels.  For example, in a presentation to the DRWG Kingston Cogen noted that provided generators -- sorry, providing generators access to a capacity auction 'would help secure the long-run viability of uncontracted generation as future capacity resources in Ontario'."

I didn't see anywhere in the presentation, though, where KCLP or Northland said absent the TCA they would be winding down operations.  Is there somewhere in here that you think they said that?

MR. SHORT:  Just give me a second to have a look.

MR. MONDROW:  Sure.

MR. SHORT:  So I believe the quote seems accurate in terms of, this would help secure the long-term, long-run viability.  I think the gist of the presentation was they were interested in securing -- providing capacity for Ontario, and the expansion of the DRA would be one, I think, opportunity for them to supply capacity.

MR. MONDROW:  Okay.  You say in part A of the response to AMPCO's interrogatory, the same one we were looking at, Interrogatory No.4, that some generators -- you're aware that some generators have begun the deregistration process.

Can you tell me how many you meant when you said "some", can you briefly describe the process, and can you tell me, is it a reversible process?

MR. SHORT:  So I'm going to -- so with respect to the deregistration process, a participant applies to the IESO to deregister their facility.  We do a -- we have the option to do an assessment.  There could be a local -- maybe there is a generator that will help support voltage, and would do an assessment as to whether that generator is going to cause a problem say with system voltage --


MR. MONDROW:  Problem by going off?

MR. SHORT:  Yes, for example.  And so if there's a local issue we can certainly continue conversations with the generator.  But essentially, once they are have completed the deregistration process they can disconnect from the grid.

MR. MONDROW:  Right --


MR. SHORT:  And then I think the second question was is it reversible?

MR. MONDROW:  They can reconnect subject to another assessment, I assume?

MR. SHORT:  Yes, they can either not complete the process or they can reregister.

MR. MONDROW:  Right.  And how many generators have applied to do that?  Can you tell me?

MR. SHORT:  I don't have an answer off the top of my head.  Like, again, our goal is to get ready for the 4,000-megawatt 2023 need.  I know I have said it again.  I will keep saying it, is that demand response alone can't do it, and so we are looking for other folks to provide -- to have that opportunity, and if you've got 600 megawatts of generation that's potentially economic, that seems to me like the right thing to try and do is to give them an opportunity to compete in auction, the same thing with imports, storage, so we are trying to be -- we are not picking generators, we are trying to give them an opportunity to solve the 2023 need and beyond.

MR. MONDROW:  Can you go to paragraph 37 of your evidence, please.  Actually, we will start at paragraph 36, obviously right above 37.  And if you have that, you see in paragraph 36 you say:

"DRA participants have been activated in the energy market in very limited circumstances since the DRA was launched 2015.  This is likely due to the relatively high prices at which DRA participants have bid into the energy market."

In the next paragraph you say:

"During this period the hourly Ontario energy price, HOEP, has averaged approximately $25 per megawatt."

You contrast that to the load bid prices of $1,500 per megawatt to approximately $1,700 per megawatt.  What does the average HOEP have to do with deactivation?

MR. SHORT:  So the intent was to demonstrate -- again, this is on averages -- was to demonstrate that demand response, specifically dispatchable loads and HDR resources, bid into the energy market at relatively high prices.  I think we talked about that a lot during the proceeding.

So when it comes to the probability of activation, again it's a demonstrative number.  On average, HOEP sits around $25 and so there's quite a gap.  The intent was to show there's quite a gap between energy prices and the bid prices of HDR and dispatchable load resources.

MR. MONDROW:  Okay.  Between average energy prices and the bid prices?

MR. SHORT:  Yes.  It's a demonstrative number, yes.

MR. MONDROW:  Demonstrative of what?  The average energy price?

MR. SHORT:  The gap between the average energy price and the average bid price of dispatchable loads and HDR resources.

MR. MONDROW:  Right.  Your insurance; Ms. Trickey referred to them as insurance.

MR. SHORT:  The capacity numbers, yes.

MS. TRICKEY:  Perhaps I could clarify.  What I said was when we purchase capacity, a certain amount of that capacity is insurance, meaning that it's not expect we'll will use it, but we need to have it there on standby.

What actual resource becomes -- acts like that insurance really depends on how it's priced in the energy market.

MR. MONDROW:  And you said DR resources are very valuable in providing insurance.

MS. TRICKEY:  I said they are valuable in that they are a relatively inexpensive capacity resource, so we think that they provide value to the market.

MR. MONDROW:  Well, we will look at the transcript and see what you said.

MR. SHORT:  Maybe it would be helpful to -- during a time of, say it's a hot summer day or cold winter day when we've got a higher load profile generation, there may be outages.  We plan for a certain amount of outages and we could -- we also run a market that is regionally connected.  And so when we do our capacity calculations, the standards look at -- you to look at Ontario almost as an island.  And so you don't actually -- you don't actually consider the timelines because there are no firm capabilities --


MR. MONDROW:  Is this something to do with $25 per megawatt?

MR. SHORT:  Yes, it does.

MR. MONDROW:  Okay.

MR. SHORT:  So when we have a shortage condition, prices could be ramping up a little bit in Ontario.  But because, say, Quebec, or New York State, or Michigan has market capable energy that they could sell to Ontario and we transact that, rather than, say, activating having the price come up and potentially picking up a more expensive Ontario generation resource, or potentially demand response if it gets really high, we can pick up more economic resources from other jurisdictions as an import.  And that's done every hour; we assess, we look for the most economic solution.

So that is not counted on in our capacity obligations because that's our capacity calculations.  Again we are following NERC and MPCC requirements, but that helps to mitigate the market prices.

So that's where I was going with this is you may not see higher prices because we have got opportunities during these shortage conditions, for example, to bring in more economic resources from other jurisdictions.

MR. MONDROW:  Would it be possible, without too much effort, to produce a distribution graph, that would be fine, of five-minute interval real-time energy prices in $200 increments, between $25 and whatever the maximum was over the last five years?

Is it easy to run that, or is it a lot of work?

MR. SHORT:  Can you say it one more time again, so I can make sure I understand.

MR. MONDROW:  I am interested in getting a distribution that will show us how often -- how often and by how much prices on average, just in orders of magnitude.

And I am just asking whether that's a report that can be pulled easily, or whether it takes a lot of work.

MR. SHORT:  So if I can repeat to make sure I understand it, you are looking for essentially the number of intervals over -- you said over the last five years?

MR. MONDROW:  Yeah.

MR. SHORT:  Five years where prices have exceeded $200 for a particular interval?

MR. MONDROW:  No, you gave us $25 as the reference price.

MR. SHORT:  Sorry, you're talking from 25 to 200?

MR. MONDROW:  No 25 to whatever the maximum was in that period.

MR. SHORT:  So I think I understand.  So the number of intervals where prices exceeded $25?

MR. MONDROW: No.

MR. SHORT:  No, I am still not --


MS. SPOEL:  Maybe I can help because I think -- it's a distribution.  So how many hours are you at 25 more or less, how many hours might you be at 225, how many at 425, how many at 625, and I am assuming it's going to look something like this, you know.

MR. SHORT:  Sorry, I thought was were talking about gaps.  I thought we were looking at differences between numbers.

MS. SPOEL:  No, how much of your market do you end up buying at 25, how -- you know, in a bar chart, right.

MR. SHORT:  Okay.

MS. SPOEL:  The bar I zero up to 200, the bar of 200 up to 400 -- whatever it is, just to give us an idea of what the distribution is.

MR. SHORT:  Got that.  That's easy enough to do, yes.

MR. MONDROW:  Thank you, Madam Chair.

MS. DJUDJEVIC:  That will be Undertaking J3.4.
UNDERTAKING NO. J3.4:  TO PRODUCE A DISTRIBUTION GRAPH OF FIVE-MINUTE-INTERVAL REAL-TIME ENERGY PRICES IN $200 INCREMENTS, BETWEEN $25 AND THE MAXIMUM OVER THE LAST FIVE YEARS.


MR. MONDROW:  Could you look at paragraph 105, please, of your evidence?  You say in paragraph 105 that:
"The IESO does not expect any energy payments to be material in the December 2019 commitment period.  Therefore, the IESO does not expect that the availability of an energy payment would influence frequency of activations of DR resources."


Why is the frequency of activation of DR resources -- that actually doesn't make sense, hold on.  I caught myself.  I don't think that's going to be very helpful to anybody. I am going to confuse both of us, so I am going to move on.

I would like to talk about the rule making process a little bit.  You had some of this earlier with counsel for KCLP, I believe.  Is it fair for me to conclude that the IESO, based on your evidence, that the IESO Board in considering market rules and in particular the amendments in issue in this proceeding, relied on the advice provided to it by the technical panel?

MR. SHORT:  I think the Board takes into consideration a recommendation or not of the technical panel for rule amendment.  It may not be the only consideration.

MR. MONDROW:  I am sure it's not the only consideration, but it is a material, if you pardon the expression, consideration?

MR. SHORT:  I assume it's probably material, yeah.

MR. MONDROW:  Okay.  And the IESO, in its submissions in this matter and your position, is that this Board should certainly be cognizant of the technical panel's detailed consideration of the market rule amendments and the objections or concerns raised?

MR. SHORT:  I believe that's part of the process that we provide to the Boards.

MR. MONDROW:  But this, the Ontario Energy Board, this Hearing Panel...


MR. SHORT:  Sorry, I was referring to --


MR. MONDROW:  That's a relevant consideration for this Hearing Panel, that the technical panel carefully considered this and had a full and frank discussion and determined 11 to 1 to pass the amendments.

MR. SHORT:  Just to clarify, I was referring to our IESO board, not the Panel, sorry.

MR. MONDROW:  My fault, not yours.

MR. SHORT:  Sorry, could you repeat the question, please?

MR. MONDROW:  It's the IESO's position that the technical panel's consideration and endorsement of the amendments is an important consideration for this Hearing Panel to bear in mind in adjudicating this application?

MR. SHORT:  I think that's fair, yes.

MR. MONDROW:  Thank you.  The amendments in question were submitted to the technical panel on August the 6th, is that right, 2019?  It's paragraph 91 of your evidence, if it helps.

MR. SHORT:  Yes, that's correct.

MR. MONDROW:  They voted August 13th.

MR. SHORT:  Yes.

MR. MONDROW:  And they got the legal brief, the so-called AMPCO AEMA legal brief on August 12th, right?

MR. SHORT:  Yeah.  I think if you look at the response to -- I guess it was AMPCO's interrogatory, I believe.

MR. MONDROW:  Number 5 probably.

MR. SHORT:  Number 5 kind of explains the process where the joint legal brief was supplied on, I think it was the 9th, and it was provided to IESO management, and ultimately through conversation it was provided to the technical panel.

MR. MONDROW:  Okay.  The day before the vote?

MR. SHORT:  Correct.

MR. MONDROW:  Okay.

MR. SHORT:  And that was after consultation with AMPCO and AEMA.

MR. MONDROW:  Do you know when it was provided by AMPCO and AEMA?  Your interrogatory response says July 19th, if --


MR. SHORT:  Yup.

MR. MONDROW:  -- that's of any assistance.  Is that right?

MR. SHORT:  I believe that's correct, yes.

MR. MONDROW:  Okay.  Would you agree with me that at that technical-panel meeting there was extensive and somewhat controversial discussion on the appropriateness of these amendments in connection with the utilization payment issue in particular?

MR. SHORT:  Yeah, I think it was demonstrating the complexity of the question.  There was a lot of folks concerned about the impact to the foundation of the energy market, so, yes, there was.

MR. MONDROW:  Sorry, there were also a lot of folks concerned about the unavailability of activation payments; right?

MR. SHORT:  I don't -- yeah.  There were some, yes.

MR. MONDROW:  Okay.  Can you look at tab 6 of our compendium, which is Exhibit K3.2.

MR. SHORT:  Okay.  I have it.

MR. MONDROW:  I don't think these have been filed before, so I just want to make sure you identify them so we can refer to them later on.

These are the minutes from that technical-panel meeting; right?

MR. SHORT:  That's correct.

MR. MONDROW:  Okay.  And attached to these minutes, if you look at the back, is the -- Appendix A is actually the rationale that each technical-panel member submitted, and that's what's been filed to date at least in this process.

MR. SHORT:  Yeah, the input to the rationale for their vote is key, and it's also provided to our board, the IESO board, when it comes to making their decisions.

MR. MONDROW:  And would the IESO board have been provided, though, with the full minutes or just the rationale?

MR. ZACHER:  It's included in the IESO's required filings.

MR. MONDROW:  Sorry, I am not sure that --


MR. ZACHER:  So as you know, the IESO is required to file --


MR. MONDROW:  When I say "board" I mean the IESO board.  Maybe I haven't been clear enough.

MR. ZACHER:  That's right, yeah.

MR. MONDROW:  Sorry.  So the minutes would have been provided to the IESO board together with the rationale appendix; is that right, Mr. Zacher?

MR. ZACHER:  I believe so, but all of this material has been filed in this proceeding, so everything that was supplied to the IESO board has been filed.

MR. MONDROW:  Well, I don't know if these were filed, so can we just -- Mr. Short, I will assume -- well, I guess I will ask for an undertaking if you could just confirm that the IESO board received the technical-panel minutes of meeting as well as the rationale summary when they considered the amendments; would that be okay?

MR. ZACHER:  I mean, it's part of what's been filed in this proceeding, but I don't mind taking an undertaking and confirming that.

MR. MONDROW:  So you mean I could look it up?  Is that what you are telling me?

MR. ZACHER:  Yeah, that's right.

MR. MONDROW:  Okay, that's fine.  I will look it up.

MR. SHORT:  I can look at my computer.

MR. MONDROW:  That's okay.  Thank you for being polite about it, Mr. Zacher.

Mr. Anderson was asked by your counsel, I believe, on day one to confirm that the representative on the technical panel voted in favour of the amendments, and I just want to take you to what the minutes say about her concerns.  And you can see that starting at the bottom of page 3 of the minutes.

But maybe just to save time, if possible, would you accept that it was Sarah Griffiths, who I think your counsel was referring to as representative of AEMA, and she expressed at this meeting some considerable reservation about the market-rule amendments absent resolution of the activation or energy payment issue.  Would you agree with that?

MR. SHORT:  So I agree with the comments that are in the minutes, and I also refer you to her comments with respect to the vote.  I recognize she had reservations, but she is also supportive of markets and competition to meet IESO's need for capacity.  That's probably one of the reasons why she voted in favour.

MR. MONDROW:  If we could go to page 5 at the bottom, just to capture -- I mean, she talks about this throughout, but I have a limited amount of time with you, so let's start at page 5 at the bottom, where it says "Ms. Griffiths":

"Ms. Griffiths said that members within her constituency had not been activated in the energy markets, while adding that the TCA was a new option and its rules should be right from the beginning.  It was on that basis that AEMA and AMPCO submitted their comments during the TCA stakeholder engagement and directly to the technical panel.  Ms. Griffiths expressed her personal view that it was very important to move forward with the TCA in December and that cancellation of the ICA represented an overall threat to some forms of market design."

So can I conclude from that statement, Mr. Short -- and you were at the meeting, not me -- that Ms. Griffiths expressed concerns but on a personal basis voted in favour of the amendments?  Is that what happened?

MR. SHORT:  So the best person to ask is probably Sarah, but I would suggest that it was her view.  Whether it was hers or her representing Enel X I am not entirely sure, but I can say as noted she is interested in moving markets forward and supporting competition.

MR. MONDROW:  Can we look back at page 3, bottom of the page, "Sarah Griffiths said the community she represents".  Do you have that?

MR. SHORT:  Yes, I do.

MR. MONDROW:  "the community she represents has always
supported the transitional capacity auction, as well as the initiative to expand the demand response auction and include more resources.  However, ever since demand response resources were migrated from the Ontario Power Authority contract program, there has been a concern about market fairness, given that DR providers are not paid for meeting their energy dispatch requirements.  She noted a concern that the issue has remained on the demand response working group agenda, the development of market rules and design has not advanced, and now the issue has become a fast-track priority.  She said the legal brief submitted to the panel by the Advanced Energy Management Alliance and the Association of Major Power Consumers of Ontario called for a six-month delay in TCA Phase 1 to address concerns regarding the potential discriminatory nature of the market rules."

Will you agree with me when I suggest that that passage and others in these minutes indicate that while Sarah Griffiths voted in favour of the market amendments it was not without reservation, and she expressed those reservations to you in the meeting?

MR. SHORT:  Yeah, that's certainly fair.

MR. MONDROW:  Thank you.  Am I also correct that part of the technical panel's deliberations and ultimately the decision of the members to approve the minutes was premised on repeated representations from you, Mr. Short, that the IESO was going to take a good hard look at this issue?  Is that fair?

MR. SHORT:  I think that's -- both myself as Ms. Trickey were at the meeting and expressed the fact that we would move forward with the energy payment issue.

MR. MONDROW:  Which is precisely what you are doing.  You followed through with that.

MR. SHORT:  Yes.

MR. MONDROW:  I also want to note before I leave these minutes, at the bottom of page 6, an exchange, Mr. Short, that you were involved with with David Brown of the OEB, who I am tempted to call Dr. Brown, but I will call Mr. Brown.

Mr. Brown, OEB asked -- this is the bottom of
page 6 --

"asked for clarification of the statement in the legal brief that the IESO had advised demand response participants to build utilization payments into their auction offers.  Mr. Forsythe said loads had been looking for a provision similar to utilization payment, and the IESO wasn't prepared to allow it, but advised entities to build the provision into their bids.  In the new TCA rules, that advice applies to loads but not generators, which would incur costs and receive no corresponding payments.  Mr. Brown asked what equivalent provisions would apply to a generator entering the market today.  Mr. Samant said he would assume the rules would be unchanged.  Ms. Griffiths said the requirement to add the energy payments affected the competitiveness of her constituency's energy bids, potentially requiring bidders to adjust their option offers accordingly."

Mr. Brown asked whether the advice to loads would be the same today.  Mr. Short said it would still be up to loads to decide how they wanted to participate in the capacity auction.

So it seems to me, Mr. Short, that you were fully aware of this concern, and that the DR community had at least advised you that they had to build costs into their capacity bids that generators didn't, and that was a problem for them.

Was that your understanding of that discussion?

MR. SHORT:  So through the course of the conversation, I think it's reasonable what's been commented on here that it's a concern for the community which is -- and it's a complex issue again why we wanted to complete the study with the intention of moving forward with the energy payment study, but also moving forward with the TCA with respect to our reliability need.

MR. MONDROW:  So can we look at paragraph 99 of your evidence, please?  And the question is:
"What is the IESO's response to Mr. Anderson's statement about the IESO proposing that participants in the DRA include work-around payments in their bids?"


And your answer is:
"The IESO does not know what Mr. Anderson is referring to in this statement.  It is up to a DRA participant to determine their auction bid prices, including what costs they factor into their bids."


So looking at this -- hopefully fairly, Mr. Short -- it appears to me that what you answered is you're not aware of the IESO ever advising DR resources to include activation costs in their capacity bids, not saying you weren't aware that they were doing it or at least they said they were doing it, right?  You were aware that they said they were doing it?

MR. SHORT:  Just give me a moment, please.

MR. MONDROW:  Sure.  So you did answer the question I think accurately, I am assuming.  I am just trying to clarify your answer.

MR. SHORT:  I may be incorrect, but I believe -- without taking the time to do all the cross referencing, I believe this comment 99 was in response to Mr. Anderson's affidavit on paragraph 15, where he says:
"I am informed by AMPCO members and verily believe that an existing dairy processes, an IESO proposed work-around has sometimes been used."


I think we were referring to the specifics of that work-around.

MR. MONDROW:  Right.  So in fairness to you, I think what this evidence is telling me anyway is you are not aware of the IESO ever advising anyone to do that.  What you are not saying here is that you are not aware that people have advised you that that's what they do.

Is that a fair read of your statement in paragraph 99?  I am not suggesting -- sorry, I will let you finish.

MR. SHORT:  No go ahead, sorry.

MR. MONDROW:  I am not suggesting you knew the IESO told someone to do it and you lied.  What I am suggesting is when you answered the question, what you answered in response to Mr. Anderson's affidavit is you're not aware of the IESO ever telling anyone to do it.

But I think what we have seen, and I am asking you to agree that you, at least, are aware that that's what people say -- some people say they do, they build a work-around into their bid.

MR. SHORT:  Yeah, I think that's fair.

MR. MONDROW:  Okay, thanks.

MR. MONDROW:  Mr. Short -- sorry, I almost called you Mr. Anderson.  You have hair and he doesn't, so that can't be the case.  I told him I would get that in.

Mr. Anderson testified on Monday that if a DR resource takes consumption down in response to an ICI program incentive -- we talked about those earlier today -- and thus was unavailable in accord with its DRA requirements, so this is a capacity obligated demand response resource, it would be subject to a claw-back of availability payments.  Is that correct?

MR. SHORT:  I think I can answer it this way.  If a demand response resource, it's getting long here, wishes to manage their availability, they can reduce their offer -- sorry, their bid in the energy market and we will claw back some of their fees through their availability payments through a non-performance -- sorry, through a non-performance charge, which could be an availability charge.

MR. MONDROW:  And Mr. Anderson testified that in peak months, summer and winter, it's a two-to-one clawback ratio, is that right?

MR. SHORT:  So, yeah, it is two-t-one.  However, they get the availability payment.  So there's -- I will call it say it's a dollar, say it's a dollar, we give them a dollar for that particular interval.  So it's not over the course of the month; it's just the particular interval that they have dropped their offer down, sorry their bid down.

And so if it's one dollar, is there -- I will call it their availability payment for that particular interval, we will claw back a dollar of that, so essentially net zero on some months, it goes to 1.5 or it could be up to two times.  So the net out would be, I guess worst case, a one-time non-performance charge, because we give one and take away TWO, the net is minus 1.

MR. MONDROW:  Okay, yeah, fair enough. And the highest clawback, the lowest net, would be during peak demand periods, generally middle of summer or middle of winter.

MR. SHORT:  Yes.

MR. MONDROW:  Which is also in system peaks, obviously.

MR. SHORT:  Typically, yes, although we have seen system peaks now in September for the last three years and our intent was to change the rules for the December 2019 auction.  But those have been rolled back now, so hopefully we won't have a system peak in September again.

MR. MONDROW:  Can you go to tab 8 of our compendium, please?  So again, this is exhibit K3.2.

This is an excerpt from Dr. Rivard's evidence, and I am looking at paragraph 52.  I am actually looking at the part of the paragraph at the top of page number 29 of Dr. Rivard's evidence.  And you will see in the middle of that, that last paragraph on page 29, Dr. Rivard writes:
"In effect, the ICI rewards DR resources that are also class A consumers by compensating them twice for making their generator available, once through the avoidance of the global adjustment, which recovers the capacity cost of the committed generator, and once through the availability payment."

But given the clawback, that's not the case, is it?

MS. TRICKEY:  I think what Dr. Rivard was referring to is the fact that as we have talked about, demand response resources may choose to also participate in the ICI, which would mean that they would want to reduce their load to miss those peak hours, to enable them to do that and still participate in the demand response auction.  We require them to signal the fact that they're reducing their response for the ICI participation by putting in a bid below $100.

We won't get into the mechanics of it, but essentially that tells us, hey, I am know reducing my demand for the purposes of the ICI, not for the DRA auction.

So as you have identified, that does mean that in those hours, we claw back what we paid them, and if it's a peak hour, we claw back double.

So yes, there will be hours where they won't
receive -- if they do both where they won't receive that availability payment.  I think what Dr. Rivard's referring to is the fact that they still receive that payment through the rest of the year.  So they can -- some of the investment that they might need to undertake to be able to be a demand response participant, say, it's investing in controls or other things to help them be able to do that, you could consider that some of that investment -- well, a lot of the investment could be paid for through the money that they save in the ICI and that they're also getting availability payments through the demand response auction.

So you could see that they are getting some form of compensation through two different things for being able to do the same thing.  I think that we have tried to separate the two so that it's at least -- so that they are not getting that availability payment in the hours that they are reducing for the purposes of the ICI, but I think his point was that some of that investment -- they're able to recover that investment in two different ways.

MR. MONDROW:  He said they get compensated twice.  They don't get compensated twice in the same hour; right?

MS. TRICKEY:  They don't get compensated twice in that hour; that's correct.

MR. MONDROW:  Thanks.  Could you go to tab 9 of our compendium, please.  Ms. Trickey, I think this is probably for you, because I think you had addressed this topic in your direct this morning.  So just before we get to the topic, tab 9 of our compendium, which is Exhibit K 3.2, is a copy of a presentation from the demand response working group meeting materials dated June 19th, 2019, and if you look at the agenda which is on page 2, one of the agenda items at 10:50 a.m. was scheduled to be "presentation discussion cost recovery for out-of-market activation payments HDR resources proposal".  That's what you were talking about this morning, Ms. Trickey; is that right?

MS. TRICKEY:  That's correct.

MR. MONDROW:  Okay.  And if you go to page 37 of the presentation -- I didn't reproduce the whole presentation, just the section -- the purpose is described there as:

"Discuss a proposal to provide HDR resources cost recovery for out-of-market activations -- i.e., testing or emergency activations -- consistent with treatment of other resource types."

And at the bottom of page 38 you say:

"Observe bid prices and stakeholder feedback indicate that activation costs explicit and opportunity can be significant for HDR resources."

So Ms. Trickey, would you agree that activation costs explicit and opportunity can be significant for HDR resources?

MS. TRICKEY:  I agree with the statement there, which I think is really indicating that when we look at bid prices the bid prices are quite high.  That indicates to us that what they are factoring into when they want to consume is a very high cost, so, yeah, I would agree with that.

MR. MONDROW:  And if you look with me at page 40, last bullet says:

"In the context of the proposed capacity auctions, where HDR will be competing against other resources types, how these costs..."

And we are talking about the out-of-market activation costs:

"...are recovered will potentially impact market efficiency."

Do you agree with that statement?

MS. TRICKEY:  Yes, I do.

MR. MONDROW:  Okay.  Mr. Short, on Monday Mr. Barz on behalf of APPrO took Mr. Anderson to a graph showing HDR performance testing failure rates.  Are you familiar with that issue generally?

MR. SHORT:  We're familiar, but actually, Ms. Trickey's probably more familiar.

MR. MONDROW:  Oh, okay.  That's fine.  Nice punt.

MR. SHORT:  If that's okay.

MR. MONDROW:  Yes, that's fine.  Ms. Trickey, you should go to -- sorry, I am getting punchy -- can you go to tab 10 of our compendium, Exhibit K3.2.  And this is yet another set of minutes.  This is the demand response working group meeting notes June 19th, 2019, and I am going to look at page 4 at the bottom.

And at page 4 at the bottom there's a comment italicized, which I think means it's an IESO -- recording of an IESO comment:

"The IESO acknowledges that HDR is a new resource and that there is an opportunity for the IESO to better understand their level of performance and what is holding HDR resources from passing tests, whether it is the testing methodology or the capabilities of the resource, the IESO is open to further discussions."

Would you agree with that statement, Ms. Trickey?

MS. TRICKEY:  Yes.

MR. MONDROW:  Thanks.  And one last question for you, Mr. Short, please.  If you could look with me at tab 10 of our compendium.  This is another excerpt from the affidavit of Dr. Rivard.  I want to read to you paragraph 91.

MR. SHORT:  You mean tab 11?

MR. MONDROW:  Oh, did I say tab 10?  I'm sorry, tab 11, yes, thank you, last tab, paragraph 91.

Dr. Rivard says:

"The presence of the global adjustment means that the FERC net benefits test will rarely if ever be satisfied in Ontario.  Furthermore, there would be significant complications for the IESO to implement the net benefits test in Ontario due to the global adjustment.  In my opinion, the evidence shows that there is no net benefit -- nice little play on words -- to even further studying the merits of the application of the net benefits test in Ontario."

So having received Dr. Rivard's evidence, Mr. Short, and read it, are you now going to abandon that project?

MR. SHORT:  Sorry, are you referring to the energy study project?

MR. MONDROW:  Yeah.

MR. SHORT:  That's actually -- I am going to punt again.

MR. MONDROW:  Nice.  Ms. Trickey, are you going to abandon the project?

MS. TRICKEY:  No, we -- as I said, we are committed to completing that project, and that is something that we will be looking at as part of that, is how would a net benefit study play out in Ontario.

MR. MONDROW:  Thank you very much, Ms. Trickey, Mr. Short, and Madam Chair, just before thanking you, I would also like to also thank Ms. Walters for helping with the flipping back and forth.  She did an excellent job.  Thank you very much.

MS. SPOEL:  Thank you, Mr. Mondrow.

I think, Mr. Rubenstein, you're next.

MR. RUBENSTEIN:  Yes, I am.

MS. SPOEL:  Okay, great.  And what materials -- do we have a list or anything of what materials you might be referring to, or are they all in this large binder -- oh, you have got your own compendium.  Have I got it?

MR. RUBENSTEIN:  So I will be referring to a couple things, so the first is K3.1, which was IESO's examination document.

MS. SPOEL:  I found it.

MR. RUBENSTEIN:  So that's document number 2, but document number 1 is essentially the K3.1, which is simply the examination compendium from the IESO which has the IESO's evidence.

MS. SPOEL:  Great, thank you.

MR. RUBENSTEIN:  As well as, I have a compendium, if we can mark that short compendium, just a few documents, on the record.

MS. DJURDJEVIC:  That very large tome of a few pages will be Exhibit K3.5.
EXHIBIT NO. K3.5:  SEC COMPENDIUM FOR IESO PANEL 5.

MR. RUBENSTEIN:  And the last thing is -- and I -- just from some discussions that were brought up, I may refer to -- I told my friend, so it may come up on the screen, but it's from K1.6.  This was that -- IESO's cross-examination compendium of Mr. Anderson, but it's a very short amount, and if I do refer to it, it will be brought up on the screen, so you don't need to --


MS. SPOEL:  Okay, thank you, because I am not sure we have that --


MR. RUBENSTEIN:  -- dig that out.

MS. SPOEL:  -- in the room any more, thank you.
Cross-Examination by Mr. Rubenstein:

MR. RUBENSTEIN:  I just have a couple of sort of grab-bag of areas that haven't been addressed from the cross-examinations today, so bear with me, please.

I just want to understand the intent of the TCA as it relates to your evidence and the issue before us.  And if we turn -- as I understand it -- you don't need to, I guess, turn up the evidence -- the TCA is the first step in evolving the DRA auction to a more competitive capacity auction; correct?

MR. SHORT:  That's correct.

MR. RUBENSTEIN:  And the intent is to -- where historically you've relied on long-term contracts to secure capacity -- is to move it to more of an auction mechanism; correct?

MR. SHORT:  It's twofold, I think you have said that accurately, about trying to not necessarily sign long-term contracts.  We've seen challenges with the -- ultimately the competitiveness, the lack of transparency and the flexibility.

The other thing, just a slight suggestion, is we are evolving the DRA to something else, because we're looking to introduce other resources in the next, so demand response auctions, DRs essentially had their own area to -- their own kind of exclusive auction, and we are trying to add other resources to the mix to make it more competitive and to broaden the participation so we can meet our 2023-plus needs.

MR. RUBENSTEIN:  And as I understand, you had a DR-only auction for a number of years, correct?

MR. SHORT:  Correct, since 2015.

MR. RUBENSTEIN:  It is the IESO's view that it's been a success.

MR. SHORT:  In terms of broadening its original intent was to get folks ready for future participation we have certainly increased the level of participation, the megawatts and -- that are acquired and offered into the auction, and as well the price that ultimately consumers would pay has been -- gone down.  I think it's just over 40 percent since 2015.  So you would check the box on a lot of successes.

MR. RUBENSTEIN:  And I understand from the evidence you have a DR auction, so you have secured demand response capacity over the last few years.  But they have been activated very infrequently, correct?

MR. SHORT:  Correct.  As Ms. Trickey indicated,
it's -- when we acquire that additional level of capacity, it's usually more of an assurance so we can comply with our standards and make sure we have got sufficient capacity for those the worst -- what planners look for is kind of the worst hour of the worst day of the entire year, and we are trying to plan for that, because that's part of our job, to worry about the what ifs.

MR. RUBENSTEIN:  If we go to page 2 of our compendium, this is K3.5, we asked -- you had provided some information in the question, not exactly what we asked.

But ultimately, as I understand the last auction, the December 2018 auction, which covered a year -- which would cover from May 1st, 2019, to April 30th, 2020, you're expected to ultimately spend on capacity payments $44 million.  Do I have that right, that number right?

MR. SHORT:  Yes, approximately, assuming resources meet their capacity obligations.

MR. RUBENSTEIN:  So even with the limited activation, it's your view that that $44 million provided the value that you've talked about, correct?

MR. SHORT:  Yes.

MR. RUBENSTEIN:  All right.  If we can go now to your evidence, you can pull this up at K3.1, paragraph 3.  So it's on page -- paragraph 3.  You have three bullet points -- sorry, I will just wait until you have it.

MR. SHORT:  Yes.

MR. RUBENSTEIN:  I take it you lay out three bullet points, and I read these three bullet points as really the  reason why you think that TCA is important. That's the best place I could find ...

MR. SHORT:  Yes.

MR. RUBENSTEIN:  So I want to first ask about part A.  So the first thing you say is it's important for reliability purposes to launch a TCA in December 2019 to progress in the TCA in a phased manner, and ultimately to get to the 2023 capacity gap, correct?

MR. SHORT:  Correct.

MR. RUBENSTEIN:  And you talk about the 2023 capacity gap in the evidence and in a lot of the excerpts.  And we had asked you in an interrogatory, in SEC number 7 which is on page 11 of our compendium, and the question was, is there a forecast capacity gap before the summer of 2023, if so, please provide details, and your answer is yes.  Do you see that?

MR. SHORT:  Yes, that's the -- if you look at the line that refers to summer adequacy reference outlook without existing resources for 2020, the number there at the time is indicated at 811 megawatts.

MR. RUBENSTEIN:  Okay.  So my first question is:  Is the TCA necessary to meet the capacity gap before 2023, or is it only at 2023?

MR. SHORT:  It's before 2023 as well.  We are also preparing for the bigger gap in 2023.

MR. RUBENSTEIN:  Now, you provided a number of -- you had a long exchange with Mr. Mondrow about the capacity gap.  And when I flipped to this while you were having the discussion, the numbers didn't seem to be the same.

And I took it -- and I know there's an undertaking about some more updated numbers, but I was just trying to understand the relationship between your response to this specific question and what the actual capacity gap is in, say, 2020, '21, '22.

Is this just an outdated table and you are going to provide the updated numbers in response to undertaking showing different things?

MR. SHORT:  Yeah, this is the information we published in September 2018.  And we will look to see if we can find updated information with respect to a reliability outlook that was published maybe a little bit more recently.

MR. RUBENSTEIN:  Well, you talk about being published.  Like is there a more updated number that you have?

MR. SHORT:  Yes, there is.

MR. RUBENSTEIN:  And are you only going to provide it if it's published?  Sorry, I didn't fully understand.

MR. SHORT:  So I think we took an undertaking to provide that information.

MR. RUBENSTEIN:  If it's published or if you have a more updated and you just haven't published it.

So I guess the question I asked in this interrogatory -- and I am trying to understand what the actual capacity is, not what information you have published, but what ultimately is the IESO's best view of the gaps in these years are.

MR. SHORT:  So the information provided in the interrogatory is the best long-term view of information that we have.  We also produce short term information as well, and maybe a better response for this interrogatory could have been that reliability outlook information.

MR. RUBENSTEIN:  And that's what you are going to be providing in that undertaking.  All right.

MR. ZACHER:  We will update.  I just noticed one -- I think in this interrogatory response, should it referenced at September 13, 2019?  I just want to make sure that it's correct.  No, I am wrong; sorry, I apologize.

MR. SHORT:  2018.

MR. ZACHER:  2018, just wanted to make sure there wasn't a mistake.

MS. SPOEL:  That's fine, thank you.

MR. RUBENSTEIN:  So if we go back --


MR. SHORT:  Sorry, we are trying to answer the question here as succinctly as possible when it comes to the IR response.

And so the information was a gap before 2023, and so we provided the latest.  So we have long term information which is -- which was that the September 2018 information.  So that's what we are trying to provide you, you know, as simplistic as possible.

We do update numbers on a more regular basis and that reliability outlook shows, but it might only just show for September, and I would have to look for the information –sorry, it might only show for 2020, and I would have to look at that information.

MR. RUBENSTEIN:  But even if we looked at the numbers here with respect to that information, so in 2019 essentially you are in a surplus.  There's no capacity gap, correct?

MR. SHORT:  Yeah, that's correct.

MR. RUBENSTEIN:  But you still ran the DR auction in 2019 to secure capacity?

MR. SHORT:  Again, consistent with trying to get ready for 2023, we have viable DR resources and we are looking to continue to support them being available for that future capacity in 2023

So no different than generators, we are trying to ensure there's an opportunity for folks to participate, ideally more broadly than just demand response.

MR. RUBENSTEIN:  And is it your view like --


MS. SPOEL:  Mr. Rubenstein, I am having some trouble hearing some of your words.  If you can sit a little closer to the microphone, it might -- you are soft spoken and sometimes it's hard to hear.

MR. RUBENSTEIN:  I apologize. This ties into my question on part B of paragraph 3.  So in part B you say -- and this is essentially, as I understand, what Kingston Cogen's evidence has been, that ultimately as contract -- existing generators come off contract, they need some sort of payments to stay in operation until that 2023 when the large capacity gap occurs, correct?

MR. SHORT:  We are looking for the opportunity to provide that capability --


MR. RUBENSTEIN:  The opportunity to earn some revenue.

MR. SHORT:  Yeah, and to supply capacity that we need.

MR. RUBENSTEIN:  Okay.  And then the third thing you talk about is it will increase competition and benefit consumers by allowing participation of new capacity resources and increasing the supply of capacity.

I take it what you mean is more bidders in the auction, more capacity that's bid in the auction is likely to lower the clearing price of the auction, correct?

MR. SHORT:  Yeah.  Typically increased competition leads to opportunities for innovation, for maybe better risk management, all sorts of -- it tends to put pressure on price and so it may not result in a lower price, but it usually results in the lowest capacity price.

MR. RUBENSTEIN:  All right.  If I can you to turn to page 9 of our compendium?   We asked you:  The IESO has provided its view on the expectation regarding the frequency of economic activation of DR resources.  On a comparative basis, what is the view of the forecast quantity of energy that generators have capacity obligations as a result of the TCA will produce?

So just stopping there, your evidence talks about what your expectation on the activation of DR resources are with energy payments, correct?

MR. SHORT:  Just give me a second to read it.  Sorry, my apologies.  Could you repeat the question again now that I have read it?

MR. RUBENSTEIN:  The first part of that question is in your -- relating to your evidence where you talk about how you just don't expect there's going to be much activation of the DR resources regardless of the energy payment.

MR. SHORT:  I think we've looked at the history over the first four years, yes, and we think the probability is extremely low.

MR. RUBENSTEIN:  Essentially, SEC is asking in this question, well, what about at the flip side?  How does this work about generator activation?  Do we expect in a TCA they are going to be activated very often or not?  And your response, as I take it, is we don't really -- paraphrasing -- we don't know, we don't have the history; correct?

MR. SHORT:  It's up to the participant to provide energy offers, you know, economic for them, and so it depends on how they offer into the market.  That will judge -- that will ultimately be how often they get dispatched is based on their economics in the -- under the energy market.

MR. RUBENSTEIN:  So we don't know -- we don't have a comparative basis then to say if we provide energy payments to DR resources that have a capacity obligation, they may be activated at a certain level.  We can't do the exact same thing with respect to the generators who may have a capacity obligation.

MR. SHORT:  Yeah, it becomes challenging, because we don't know what generators will be successful in the auction -- well, I guess, there won't be any right now, but in June, for example, if we run another auction, we won't know who's successful.  Every generator has a different cost profile.  It could be a different type of generator, different steam/gas mix, could be a storage facility.  We don't know the specifics of their facility.

MR. RUBENSTEIN:  All right.  If you can go to page 10 of the SEC compendium.  So in this interrogatory -- I will paraphrase, but essentially we were asking your views or analysis regarding the impact on costs that will be borne by consumers by providing energy payments to demand response providers.

And your response was you haven't done any analysis, and you essentially pointed us to the comments in the Navigant study; is that correct?

MS. TRICKEY:  That's correct.

MR. RUBENSTEIN:  And in the Navigant study that we've talked about they talk about the effect of the global adjustment; correct?

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  And there was some -- I had some discussion yesterday with Dr. Rivard about this, and there's been some others who have had this discussion, and it was essentially that because certain contracts -- certain generation that exists already in the system are on long-term contracts or through regulated rates, a reduction that you may get in the market price, HOEP, because of a DR resource is being activated may be essentially clawed back through the global adjustment; do you recall those discussions?

MS. TRICKEY:  Correct, yes, I do.

MR. RUBENSTEIN:  And I used OPG as an example, a utility I know well, but essentially they are provided a certain payment amount for their megawatt-hour, and if HOEP is less than that amount then they -- and they are producing, they get essentially a payment from the global adjustment; correct?

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  And I understand similarly, for example, through the FIT -- some of the FIT contracts, wind generators, it's very similar.  They are guaranteed essentially a price on a production basis, and they get the difference from the global adjustment, correct?

MS. TRICKEY:  I am not an expert on all the different contract types, but generally there are different contract types that do provide that top-up if the energy market doesn't provide enough.

MR. RUBENSTEIN:  I was wondering if there is also the other situation which people have -- feel like I have heard about, and I am not sure is correct, where certain generators are guaranteed an overall revenue, not just a revenue on a per megawatt basis if they produce.  And so if a demand-side resource essentially outbids a certain -- one of these generation facilities and thus they are not producing, they still would get a payment from the global adjustment?

MS. TRICKEY:  I am not an expert.  There are so many different contract types that -- and I can't say that I know all of them.  I know there are a few types that I have some information on, but I wouldn't want to comment on that.

MR. RUBENSTEIN:  Fair enough.

And as I understand, the problem with the clawback is that -- or the -- what Navigant talks about and what's been talked about is ultimately the benefit that you may get from paying the energy payment may actually be clawed back and customers could be potentially worse off, correct?

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  And that's an issue you are going to be addressing in the context of your engagement, the possibility of a net benefits test, high level.

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  Now, you were asked -- let me ask you about your response.  I know your view is ultimately -- if I could take you to your evidence.  You mention at paragraph 87 -- my apologies, paragraph 108.  You're asked -- or you answer your own question, I guess, in the evidence, where it says:

"Will the IESO consider energy payments to DR resources?"

And you say:

"Yes.  While DR resources will not be entitled to receive energy payments if activated under the DCA during the December 29th commitment period, IESO has not made a final determination on the issue."

Do you see that?

MS. TRICKEY:  Yes.

MR. RUBENSTEIN:  And I know you haven't made a final decision, but does the IESO have any preliminary views on the appropriateness of this?

MS. TRICKEY:  Yeah, I think that we do have concerns, and that's why we wanted to take the time to do a proper study.  If we thought it was an obvious answer, I think we would have proceeded.  But as there's been lots of discussion with the various types of concerns and -- but, you know, that doesn't mean that we haven't missed something, so, you know, yes, we have concerns and, yes, we intend to complete the study to make a final determination.

MR. RUBENSTEIN:  Is that the same concern about why you would launch a study or in the context of all the discussions that you have had since the filing of the AMPCO application, the sitting here listening to us, I assume the discussions you internally have about the issue -- is there any concerns that you have that -- or you have learnt that you just -- simply hasn't been brought out during these discussions?  And by discussions, sorry, I mean in the coon text of this hearing.

MS. TRICKEY:  It's certainly been very informative, helpful in our deliberations.  I can't say that I've learned anything brand-new, but it's certainly helped deepen understanding of the various positions and considerations.

MR. RUBENSTEIN:  Now, my understanding from a document that was included in your counsel's cross-examination compendium to Mr. Anderson -- and this is in K1.6, tab 12, if that can just be -- and I hadn't seen this document before, so I apologize.  If it can just be put up, and this is tab 12, sorry.

And my understanding is this is a submission from the market surveillance panel to inside the engagement that you're undertake -- stakeholder engagement on energy payments, correct?  Is that your understanding of what this document is?

MS. TRICKEY:  Yes.

MR. RUBENSTEIN:  And as I go down the page on this, to the last paragraph here on that page, it talks about order 745, and then further down it talks about:

"Loads are not paying the wholesale price but seen as a barrier to fully participating in the wholesale market in order 745.  The study should determine what market benefit, if any, would be achieved by expanding energy payments of loads.  It is not evident that the stated goal laid out in order 745 is appropriate or necessary in Ontario.  In the present situation a DR resources that is activated saves the spot price on its demand reduction analogous to a generator being paid the spot price for its production.  On this basis an energy payment to DR resources looked like a double payment and a number of stakeholders appear to be urging the IESO to accept order 745 as a definite ruling on this issue, but the Ontario situation is different, and we may share the same objectives as FERC."

Do you see that?

MS. TRICKEY:  Yes.

MR. RUBENSTEIN:  And so I take it this is -- I don't want to overstate this, but as I understand, the MSP had some similar initial views, I will say, than what we heard yesterday from Mr. Rivard?

MS. TRICKEY:  I think that's fair to say.  I mean, my interpretation of the MSP's concern here is that they are raising a point that the -- one of the concerns that was raised under FERC order 745 was the lack of an incentive for some types of resources to really respond to the wholesale electricity market price.

So if you're a small consumer and you're on a retail rate, or like you would be in Ontario, you are on the regulated price plan, if you avoid consuming because we dispatch you off, you're not avoiding that wholesale price.

So if the wholesale price is a thousand dollars in some hour, that retail price or the RPP price is still going to be, you know, 7 cents or whatever -- I won't do the conversions, but a lot lower.  If an aggregator take as whole bunch of those small loads and aggregates them to participate in the demand response auction, as I have said, our model is that, you know, avoiding the energy price should be the appropriate incentive for them to be dispatched off in the energy market.

Well, if you are not actually paying that price, you are not avoiding it and therefore, there's a mis-matched incentive.

So one of, I think, the goals for FERC's order was to provide the energy payment to those loads, so that they now had an incentive to respond to the price, which is very different from what we're talking about here.

But I think -- and I am not saying that that was the whole concern that FERC was looking at, but it was one of them and it has come up in various discussions on the issue.  I believe it was brought up in the LEI paper, it was brought up in the Navigant paper. I don't recall if Dr. Rivard brought it up, but it is one of the underpinnings of why FERC wanted to introduce that and it is different than what we're talking about here. 


So I don't know if that's what you are getting at, or is that answering your question?

MR. RUBENSTEIN:  Sure.  Yes.

MS. TRICKEY:  One of the additional complications of this exciting issue.

MR. RUBENSTEIN:  Lastly, I just want to understand just the practical implication of what happens.

So assume that AMPCO is successful on this review.  The Board essentially revokes the transitional capacity auction provisions and says essentially, for the reasons that AMPCO had put forward, that there's no -- it's discriminatory, because you're not providing some sort of compensation activation or energy payments, that's why we're doing it.

So the matter goes back, as I understand it, to the IESO for reconsideration.  I just want to understand the timeline of how this is going to work.

So I understand you're undertaking a consultation on this issue with the results, and based on what you said in paragraph 87 of your evidence, you expect that you'll finish that consultation in June 2020.  Do I have that correct?

MS. TRICKEY:  Yes, and I believe I corrected Mr. Mondrow earlier with May.  I think the stakeholder engagement page indicates May, but June, July, it's all pretty close.  So yes, we will say that time next year.

MR. RUBENSTEIN:  So sometime in June and July, so that's already -- there's another auction that would have expected to be undertaken, correct, that you will not -- that will not be at least in the trance -- will not be a transitional capacity auction, correct?

MS. TRICKEY:  I think that that's a bit premature to say definitively.

MR. RUBENSTEIN:  Well, I don't understand.  If ultimately the plan is to at last complete this, I guess.  How would you -- how would you run the auction?

MS. TRICKEY:  Can I just look for something quickly?

MR. RUBENSTEIN:  Sure.

MS. SPOEL:  Mr. Rubenstein, how much longer do you think you're likely to be?

MR. RUBENSTEIN:  This is my last, a minute or two.

MS. SPOEL:  Okay, fine, thank you.  So we want some time for Board questions later.

MS. TRICKEY:  There are a range of outcomes, I think is the short answer really. It depends to some degree on what the Board decides and what's included in that decision to some degree on how, you know, whether we can get to, get this study and what the outcomes of the study are.  And I am talking about the decision on the energy payments and how that may be factored into the next auction or not.

And I think -- is that answering your question?

MR. RUBENSTEIN:  I am just trying to understand the practicalities, because as I understand, your evidence is you need to run these auctions so we can get ready for 2023 and I just want to practically understand how this will play out if AMPCO is successful, because I don't fully understand.

MR. SHORT:  Just to reiterate, we do have concerns.  We want to run a June 2020 auction, just so we are clear, and we're obviously concerned about anything that would prevent us from doing that.

MR. RUBENSTEIN:  As I understand, in June 2020 or July 2020, you will be completed the stakeholder engagement.  And if ultimately the output of that is we should have some sort of payment, energy payments, just to be clear, as I understand, it's then at that point then you start the process of amending the market rules to include that, correct?

MS. TRICKEY:  If we were to proceed in a typical orderly way, absolutely, then, you know, what -- I guess some of the dates I have been getting tripped up in my mind is it says in our stakeholder engagement that we would present a draft decision to stakeholders in May 2020.  That's the disconnect I have had over those different dates.

But at any rate, we would present a decision, we would move forward.  If that decision was to move forward, then if we were to move forward in an orderly way, yes, then we would start the process of figuring out how to do that and implementing that.

And I think if that's the case, then the June 2020 auction that we're talking about would proceed under the same basis as today, that there wouldn't be an energy payment in that.

MR. RUBENSTEIN:  And if one of the outcomes of that is that you need to have a net benefits test, would I expect that that may take additional time to determine how to do that with all the contracts and all the complexities of the Ontario market, correct?

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  And so after the June 2020, the December 2020 is the next auction after that?

MS. TRICKEY:  Correct.

MR. RUBENSTEIN:  And there was some discussion with Mr. Mondrow that the forward period is increasing over time, correct?

MR. SHORT:  Yes, that's correct.

MR. RUBENSTEIN:  But the 2019 auction was going to be five months.  Do I take it that that is really the minimum amount of time you need?  I know that these are longer auction time periods, the forward periods are longer.

But it's really the five months.  That's the minimum amount of time you need from having the market rules -- from running the auction to the commitment period.  Is that fair?

MR. SHORT:  I believe that's part of the stakeholder process that we have had to determine to develop the DRA, and we are looking to transition that to the TCA, which could mean longer, which our plan is to increase the forward periods.

MR. RUBENSTEIN:  Well, under the original -- under the market rules that have been stayed, it was going to be five months, correct?

MR. SHORT:  That's correct, yes.

MR. RUBENSTEIN:  That was a TCA auction?

MR. SHORT:  That was the first one transitioning from the DRA to the TCA, yes.  So again, we aren't looking to do a big change when it came to the forward period.  That was going to wait until the June 2020 auction.

MR. RUBENSTEIN:  Can I take from that that the minimum amount of time that the IESO and participants say they need as the forward period is five months?

MR. SHORT:  I think for the December 2019 auction, that's correct.

MR. RUBENSTEIN:  But we can't say that for some of the Others?

MR. SHORT:  I think that's part of the stakeholdering conversations we are have having right now.

MR. RUBENSTEIN:  So we don't know if the June one gets pushed off, you can still run a transitional capacity auction if the market rules are passed to meet the May 1st, 2021, commitment period, if it gets pushed off.

MR. SHORT:  So it -- there's a combination of the two I guess, as to engaging what stakeholders are interested -- what's feasible.  But it's also again our plan to essentially try and solve the 2023 problem by 2021.  In order to do that, we start to -- have to start moving up the forward periods.

MR. RUBENSTEIN:  I know you are going to stakeholder.  But just with the best information we have today, it's the last day of the hearing, so it's last time we will.

In my understanding, so for the May 1st, 2021, to April 2022, you had produced June 20th as the auction date.  Do I take it that really, at worst case scenario, you could actually run that in December, similar to what your plan was for this year?

MR. SHORT:  So I am trying to be helpful.

MS. SPOEL:  Mr. Short, can I make a suggestion?  We are getting -- Mr. Rubenstein, you are a good ten minutes or so over your estimated time.

MR. RUBENSTEIN:  I have no more questions.

MR. SMITH:  I am going to suggest that we take our break now.  You can think about the answer to that question, and then when we come back you can answer the question and we can move on to the next party, and that will maybe save us all some time, and given the time of day and the fact it's Friday afternoon and we all want to get out of here, can we resume at 3:25 and just really have a short break.  Thank you.
--- Recess taken at 3:13 p.m.
--- On resuming at 3:27 p.m.

MS. SPOEL:  Thank you, please be seated.  All right, Mr. Short.  I think we left it that you were going to think about the answer to the question that Mr. Rubenstein posed to you, which was how long do you need?  Could you delay the start of the transitional capacity auction currently scheduled for June 2020 if you needed more time to implement things like any changes that might be made as a result of our decision, or not, or any other changes that might be required.

MR. SHORT:  And if I've also got a five months kind of the minimum.

MS. SPOEL:  Yes.

MR. SHORT:  I think it got it now.  Sorry, it's getting late.

So I think from our perspective right now, five months, give months or take a few weeks, is the minimum time.  As we add new resources, that time may change.

What we also have -- we've lost essentially an iteration right now, and we have laid out a plan to get to where we think we need to be.  So the combination of those two items is of what stakeholders we think need, and our plan to move the forward period to be ready in 2021 for 2023.  We think the time frames are accurate, give or take, you know, maybe a few weeks here or there.

Did I relatively answer the question, please?

MR. RUBENSTEIN:  It's enough.

MR. SHORT:  It's enough, okay.  I appreciate your indulgence.

MS. SPOEL:  I think now it's your turn, Ms. Djurdjevic.
Cross-Examination by Ms. Djurdjevic:

MS. DJURDJEVIC:  Thank you, Madam Chair.  Staff has a few questions and I want to sort of give you a bit of context.

We have had a lot of in evidence the hearing about DR resources, and we have been using the example of physical dispatchable load.  For example, the steel mill that Mr. Anderson discussed and has been put to other witnesses.

And Staff has some questions about the other type of DR participant, which is virtual DR resources.  And I'd like to start by -- well, first of all, we have a compendium.  The Panel has it on the dais, so we will make that Exhibit 3.6.
EXHIBIT NO. K3.6:  BOARD STAFF COMPENDIUM FOR IESO PANEL 5


MS. DJURDJEVIC:  And I am looking at tab 1, which
is -- okay, it's the May 3rd, 2019, post auction report.  And the very top box is you'll see -- I know it's very tiny, but basically it shows the amount of capacity that was committed for the summer and winter periods.

And then there's a breakdown if you look at the columns for each season, you'll see there's physical DR cleared and there's virtual DR for the summer commitment period.  And then moving over to the right, you have the same information for the winter commitment period.  Do you see that?

MS. TRICKEY:  Yes.

MS. DJURDJEVIC:  And you'll see that under the physical DR column for summer, the amount that cleared was 143.4 megawatts.  And similarly for the winter commitment period, physical DR that cleared was 168.4-megawatt.  Do you see that?

MS. TRICKEY:  Yes.

MS. DJURDJEVIC:  Now under the virtual DR that cleared, we have for the summer period 407, and for the winter period 472 megawatts.  Do you see those numbers?

MS. TRICKEY:  Yes.

MS. DJURDJEVIC:  Now, would you agree, subject to check, these numbers indicate that virtual DR resources make up just 74 percent of the capacity in both the summer and winter commitment periods?

MS. TRICKEY:  That sounds about right.

MS. DJURDJEVIC:  And you spent a bit of time this morning during your examination-in-chief talking about virtual DR resources.  And given that this is three quarters of the DRA market, Staff would like to understand those category participants a little better.

So we have a few questions and if you don't have the answer, but it is something you can find out, then this can all be done by way of an undertaking in order to keep things moving.

So starting -- what, for example, is a virtual DR?  Could you give us an example?

MS. TRICKEY:  Sure.  A virtual DR resource is really simply a resource that's not -- it's typically a group of resources.  So it's not a large physical resource connected to the grid that we see as sort of one big resource, like a big industrial plant.  It's a collection of small resources typically connected at the distribution side of the grid and aggregated up to one larger resource by an aggregator.

So it could be, you know, a hundred different places all -- that are all in a similar area, all connected up and operated by an aggregator rather than directly by the IESO.

MS. DJURDJEVIC:  And does the IESO have any kind of visibility or information as to how the virtual DR resources bid in the DRA auction?

MS. TRICKEY:  So in the auction, they would bid as -- so as I said, so let's say there's ten small resources in one zone, an aggregator goes out and signs contracts with those ten resources and said to aggregate them into one resource.  What the IESO sees is -- let's say that adds up to 10 megawatts, we would see that as one resource of 10 megawatts in a zone submitted to the DR auction by an aggregator as a virtual resource.

MS. DJURDJEVIC:  And how is this resource activated, if they are activated?

MS. TRICKEY:  So the aggregator submits energy bids for that -- let's call it again a 10-megawatt resource, they submit bids into the energy market for this resource for the amount that's available in any given hour.  And then it is the aggregator'[s job to work with those individual facilities, businesses, whatever they are, to dispatch them, so to make sure that they actually reduce their load when -- if activated.

MS. DJURDJEVIC:  And do you know, when they are activated, like what happens.  You mentioned they reduce their load, but so far we have heard about, you know, a plant shutting down and we can sort of conceptualize that.

But can you give us some insight into when a virtual DR is activated, how does that activation process, that shutting down, whatever it is, the reduction load happens?

MS. TRICKEY:  It could be any one of many, many different things.  It could be a grocery store that is turning off -- turning their chillers down for a few hours.  It could be a retail store turning down lights.  It could be somebody with some sort of behind-the-meter storage device or something that they turn on and turn off their -- turn on to reduce the load that we see.

It's kind of endless.  It could actually even be a couple of thousand homes where one aggregator would reduce your air conditioning, like take your thermostat and reduce your air conditioning load over a large area, and do that as a way of reducing load.

MS. DJURDJEVIC:  Thank you.  And can you tell us anything about the kinds of cost these virtual DRs might face when they're activated?  So for example, the grocery store with the chiller dialling down, or homes turning down their ACs?  Do we have any insight into that?

MS. TRICKEY:  What the actual costs are?   I mean, again, there's so many variations as to what they can be doing.

I think it's easy to say that they all have some cost in the DR aggregator that has to go out and obtain these customers, set up agreements with them, and gather, collect the data that they need to submit to us, do all that work to participate in the DRA.  So there's certainly costs there.

And then what the other costs are really depends on what kind of resources.  If it's a bunch of thermostats and the homeowners aren't looking for any sort of incentive, then there's no cost there.  If it's a business that has to reduce their production in some way, then obviously there's some sort of opportunity cost.  It could be anywhere, all over the map.

MS. DJURDJEVIC:  We have some information that IESO provided in response to IRs.  This is at Tab 2 of the compendium.  You can turn it up, but you don't need to.  I am only referring to it to point out that the information that was provided is all with respect to physical either dispatchable load or physical hourly demand response.  But we don't have information about the virtuals.

So I am going to ask if the IESO can provide any information similar to this type of information, or actually exactly the same -- and we can do this by way of an undertaking.  So I'd be looking for information as to the number of virtual DR participants, total megawatt capacity for the group, if it's different from what we see in the post-auction report that we looked at at tab 1.  Thirdly, the average hourly consumption for both the 2018 and '19 commitment periods.  And then lastly, the average hourly consumption for the highest five hours in 2018, if it's possible.  Is it possible for the -- would you guys be willing to give an undertaking to provide that kind of information if available?

MS. TRICKEY:  Just give me one second to look at this.

MS. DJURDJEVIC:  Certainly.

MS. TRICKEY:  Okay, so just to make sure I understand, so what we did provide is -- or, sorry, you're looking for this -- these numbers for virtual resources only.  Okay.  And, sorry, could you go through, again --


MS. DJURDJEVIC:  Yeah, so similar to what you know you have in front of you, so the number of participants, the total megawatt capacity for -- that cleared if it's different from the post-auction report that we have, or tell us it's the same if it's the same.

MS. TRICKEY:  I don't mean to be difficult, but I want to stop you at each one.  The number of participants, by that do you mean the number of aggregators submitting these or do you mean the actual number of contributors, as I said, like --


MS. DJURDJEVIC:  The aggregators, the --


MS. SPOEL:  Can I make a suggestion?  If you go back to the post-auction summary report, the names of all the demand response participants are listed, and maybe the easiest way -- and then you've got the totals at the top of virtual versus physical DR cleared.  Maybe the easiest thing would be -- and not do it now, but maybe the easiest thing would be to go down that list and just indicate which one is virtual -- I am assuming Toronto Hydro, for example, is virtual, but maybe it's not, and just go down and let us know which ones are virtual and which ones are physical, and then we can add them up, because they are all there.

MS. DJURDJEVIC:  We could do that --


MS. SPOEL:  That might be a simple way of doing it without a lot of extra work.

MS. DJURDJEVIC:  All right.  Okay --


MS. SPOEL:  Does that give you the -- does that give you the information you want?

MS. DJURDJEVIC:  We are just looking at the number of participants -- from this document we can't tell which ones are which, but if the IESO has some visibility into that, so advise of the number of participants, and then the second point was the total megawatt capacity cleared for this group if it's different from the post-auction report.  And then thirdly, the average hourly consumption for both of the commitment periods --


MS. TRICKEY:  So can I ask you, what do you mean by "average hourly consumption"?  Because what you're looking at with every resource that participates is the resource might be -- might consume 10 megawatts on a given hour, but only 2 megawatts of that is actually what they offer in, so I am just trying to understand, are you looking for a...

MS. DJURDJEVIC:  So if -- and I understand you have indicated before that these are not metered, so I was looking for information that's comparable to what was already provided in Staff IR 4, and if you don't have that information and it's because they are not metered you can just confirm that as part of the undertaking.  And I guess the same goes for, you know, my next question, which is what the average hourly consumption for the highest five hours --


MS. TRICKEY:  Yeah, the hourly consumption for these things, again, it's very difficult to provide that information for a number of reasons, but that would be -- we don't have that information.

MS. SPOEL:  Well, I think maybe that's probably -- that might not be public information, what the average -- the hourly consumption is for an individual consumer if they're a DR resource, they're mainly -- if they are not virtual they are consuming, and I don't know that that's information that is available on the public record --


MS. DJURDJEVIC:  And --


MS. SPOEL:  -- or would be available.  I think that's probably confidential information.  I don't know, but I am not sure what use you are going to make of it in the context of this application.  I mean, it might be nice to know, but do you need to know?

MS. DJURDJEVIC:  Well, Madam Chair, as we pointed out, this is three-quarters of the market, you know, we really haven't -- it hasn't really been covered in this proceeding, and it might be -- there might be some -- and we don't have any information about it, and it might be relevant to the Panel, but I understand that if there's certain information that is -- it's not available or if it's proprietary, that's the answer to that, and the witnesses can just give us that information, and we already have the undertaking, they are going to advise which participants are the virtual participants, and then if the capacity's different, so can we get that undertaking at least?

MS. TRICKEY:  I believe we can do that, yes.

MS. DJURDJEVIC:  Yes, okay.  That will be J3 point --


MR. ZACHER:  As long as we understand what it is.

MS. TRICKEY:  So, okay, can we just to clarify make sure I fully understand?  What you are looking for is the number of companies that have submitted virtual -- or that have cleared in the auction with virtual resources, so the number of essentially aggregators, and you are looking to know the number of unique businesses or unique aggregator companies that have cleared the auction?  So --


MS. DJURDJEVIC:  Yes, so, I mean, we look at, you know, we have sort of the information at the top of this document at tab 1 which tells us the total, you know, capacity, and then we have information below that tells us each entity or each participant how much capacity they bid and cleared.  So I am just trying to connect the -- as --


MS. TRICKEY:  I think as -- I apologize, I shouldn't interrupt.

MS. DJURDJEVIC:  -- as Chair Spoel indicated, maybe just indicate which of those companies -- how many of them are virtual HDR participants.

MS. TRICKEY:  Yes.

MS. DJURDJEVIC:  We can do that.  Okay.

MR. ZACHER:  Okay, thanks.

MS. DJURDJEVIC:  That will be Undertaking J3.7.
UNDERTAKING NO. J3.7:  WITH REFERENCE TO THE LIST OF DEMAND RESPONSE PARTICIPANTS AT TAB 1 OF THE POST-AUCTION SUMMARY REPORT, TO INDICATE THE VIRTUAL DR PARTICIPANTS AND TOTAL MEGAWATT CAPACITY FOR THE GROUP AND WHETHER IT DIFFERS FROM THE POST-AUCTION REPORT.

MS. DJURDJEVIC:  And again, I'm not -- we have information about, again, for the physical participants, about the average energy market bid price data.  And we'd like to see if you can -- if the IESO can provide that for the virtual DR participants, and if you would undertake to provide that.

MS. TRICKEY:  So the average energy market bid for the virtual resources.  Is that what I understand?

MS. DJURDJEVIC:  Yes.

MS. TRICKEY:  I believe that that would be -- I just want to look at the information --


MR. ZACHER:  We can -- I am happy, Madam Chair, to be helpful if something's not too onerous.  I am just sort of straining to understand the relevance of any of this.

MS. DJURDJEVIC:  Well, the information we have in the evidence is that the DR response bid is -- you know, they are all bidding at the cap or on the average at about $1,700 per megawatt-hour, and we are just trying to find out whether that is for all DR participants across the board or whether the dispatchable participants bid higher or lower compared to the virtuals, to get some sense of what -- you know, how each of those types of DR participants are behaving or bidding into the auction.

MS. TRICKEY:  Certainly.  If we need specifics we can provide that.  The bid -- average bid information we provided I believe covered all of the types of resources, and I can tell you more generally that, regardless of virtual or physical, they are all bidding at the upper end of the range.  But if you need specifics --


MR. ZACHER:  Madam Chair, we -- yeah, we provided the information the average bid prices for dispatchable loads and hourly demand responses.  It's in the record.

MS. SPOEL:  Okay.  I think, Ms. Djurdjevic, given that we are at the end of the last day of this hearing, I think that exploring whole new areas that haven't been covered already either in cross-examination by another -- well, I realize it's the first time the IESO is on the witness panel, but I am not sure what the relevance of how you are going to make a lot of submissions on these numbers if you are just getting them now and -- anyway, I think the evidence is that the average is across the lot, so maybe we can move on from there, because we don't have a lot of time.

MS. DJURDJEVIC:  We will work with that, and we did ask in an interrogatory, but the only information that was provided in response to the interrogatory was about physical.

MS. SPOEL:  No, I understand that --


MS. DJURDJEVIC:  And then there's a --


MS. SPOEL:  Maybe you can move on to your next area so we can get through this.

MS. DJURDJEVIC:  Certainly we can.

MS. SPOEL:  Thank you.

MS. DJURDJEVIC:  So now I would just like to get your response to some of the comments given by Dr. Rivard  in his testimony, and there was a point where he was asked questions by the Panel with respect to the generated cost guarantee program that generators are able to benefit from, and how that contrasts with DRs.

I am looking at page 195 of the transcript from yesterday, which we have on the screen and also there's a printout for everybody.  It's on the desk and the Panel has it; it's one two-sided page.

And looking at the line, starting about line 9, so this is in response or follow up on a conversation that Mr. Mondrow had with Dr. Rivard about this steel mill example, and the startup costs.

And Dr. Rivard responds to Member Frank that this was helpful in explaining there's a kind of a similarity to a generator and that when activated, when asked to reduce consumption, it is not just the value of lost load that might be at risk.  But they may actually have to incur an out of pocket cost, like burning gas to maintain product to avoid waste.

And then over on page 197, again this is continued discussion with Member Frank on this point, and at line 15, so in response to the question, you know, of whether DR resources are being discriminated against if they don't have the kinds of programs, you know, to cover their start-up costs.  And Dr. Rivard responds:  "Yes, I think that's fair.  I think the way they," they being DRs, "are not discriminated against is to be eligible for a cost guarantee, very much like the generator is in terms of the start-up."


Now, in the exchange with Mr. Zacher this morning, the IESO seemed to disagree with Dr. Rivard on whether DR resources should receive similar treatment to generators in relation to incremental cost beyond their value of lost load."


Is this IESO's position?  Did I understand this correctly?

MS. TRICKEY:  Sorry, are you referring to the discussion we had on the real-time generation cost guarantee or --


MS. DJURDJEVIC:  Yes.

MS. TRICKEY:  Yes, okay.  My point there was that that program and the intent of that program is to enable -- when we have resources that are required to operate in the market at a price that they have said is not economic, that we enable them to recover some costs as a result of that.

That's the intent of the real-time generation cost guarantee program.  And my point was that we have other similar programs or approaches that enable the same type of thing when we activate resources out of market, and that we have recently instituted some changes to hourly demand response participants in terms of how they're compensated when that type of situation occurs.

That was really the intent there.

MS. DJURDJEVIC:  I understand that context of your testimony this morning.  But I am now going to ask about in the context of the TCA, which is to enhance competition, can you comment on whether if generators have the GCG program and DR resources don't a similar program to recover costs that are similar in nature, how can they compete in the TCA on a level playing field?

I wonder if you have a comment on that.

MS. TRICKEY:  I am not sure that that was the conclusion, and I think my point was that where we have a similar situation, all types of resources, as far as I could tell at this point, do receive similar compensation.

MS. DJURDJEVIC:  Okay.  Thank you very much.  Those are all my questions.

MS. SPOEL:  Thank you.

DR. ELSAYED:  I want to understand an answer that was provided earlier about if you cannot do the first TCA auction in December as was originally planned, when is the next opportunity to do so, and why?

MR. SHORT:  The next opportunity to run an auction is in June of 2020.  Our plan is to execute an auction with a slightly longer forward period to cover the period starting in May of 2021 until April of 2022.  The reason --


DR. ELSAYED:  I am still not clear.  Like the decision, the OEB's decision is going to be issued by the end of January 2020.  So why can't you run the auction shortly after that?

MR. SHORT:  Sorry, is your question related to the December 2019 auction and why we can't delay that?

DR. ELSAYED:  Yes, why can't you delay it.

MR. SHORT:  Okay, now I understand, sorry about that. So there's a number of activities that folks have to do once they've cleared the auction.  So say we execute the auction in early February, its takes -- I believe it's ten business days to complete the auction, reporting participants and find out they have to actually meet their obligations -- or they have been successful, sorry, in the auction and there's work they have to do we believe that goes out and gets their -- essentially their end use customers ready to participate in the auction.

There's things like credentials they have to submit to the IESO, like a financial deposit so-to-speak as well to the -- so there's a number of activities that have to happen and we don't believe that if we wait until essentially to tell participants that are successful in mid-February that they will have sufficient time to be ready for May 1st, because the obligation begins May 1st and they have to be able to provide -- the expectation is they have to provide that full level of capacity obligation May 1st.

DR. ELSAYED:  Okay.  The Navigant study, when was that done?

MS. TRICKEY:  Roughly 2017.

MR. SHORT:  Yes, December 18, 2017.

DR. ELSAYED:  December 18th?

MS. TRICKEY:  Yes.

DR. ELSAYED:  And I understood that the results were not conclusive.

MS. TRICKEY:  That was our view.

DR. ELSAYED:  I need to understand what that means.

MS. TRICKEY:  What we asked Navigant to look at was there have been a lot of arguments for, saying that this could be a good thing, and there have been a lot of arguments against, saying no it's not a good thing, that there are problems with it.

So we asked Navigant to go look into those reasons and help us understand them, and see how those things may or may not change in Ontario.

As well, we asked Navigant to look at are there any unique considerations in Ontario, or implications for implementing something like this in Ontario that we need to understand.

And if you sort of walk through their review of each of the pros and cons, there wasn't any -- there was nothing that really stood out to say, yes, this really looks like a great idea.  There was a lot of, well, if this happens, this might give you some sort of benefit.  If this happens, this might give you some sort of negative impact.

Everything was -- there was really nothing you could hang your hat on to say this really sounds like this is a good thing to do.  And on top of that, they did also look at this issue of if FERC's net benefit test was intended to ensure that the it wouldn't create additional costs for consumers to implement something like this, when you applied that in Ontario, it appeared that it's possible that that would not be the case in a lot of the hours.

So it really called into question whether this was worth doing or not.  That's our perspective. I understand others see it differently.  But from the IESO's perspective, when we looked at all those things, we didn't really see anything that was compelling to say this was something that we shouldn't move forward on.

DR. ELSAYED:  Was there any stakeholder engagement associated with the Navigant study?

MS. TRICKEY:  Yes, we engaged stakeholders in each stage of that study, as we would normally do, to say this is what we are going out to do.  When Navigant presented the results of this study, we discussed those results with stakeholders as well.

DR. ELSAYED:  So what leads you to believe that the one you are embarking on would be any different?

MS. TRICKEY:  Excellent question.  Well, I think what he have asked Brattle to do is to go a step further and to say, okay, if we apply this in Ontario, you know -- so we've asked them to look specifically at the net benefit test and how that might apply in Ontario, so we can inform ourselves on that.  And we have also asked them to look at are there other considerations that in the specific Ontario market design, are there things that we're missing, are there elements of the design or sectors or types of resources within that that could benefit from something like this from an energy payment, or are there new learnings that we have received since the Navigant study was done that would inform us on maybe another way to look at this.

DR. ELSAYED:  So that maybe answers my next question, which is why you waited for two years, I guess, before you embarked on the new study?

MS. TRICKEY:  The delay, I think, was more so, you know, we had a discussion with stakeholders.  It didn't appear at that time to be a priority to continue pursuing the energy payments discussion.  When the TCA was introduced stakeholders made it very clear that that created -- put a higher priority on this issue for them because of the TCA coming.  So they -- they requested, again very strongly, that we look into it, and as we've discussed, we agreed to do so.

DR. ELSAYED:  Okay, and can you explain to me what the net benefit test is again?  What does it mean?

MS. TRICKEY:  So the net benefit test that FERC has prescribed is to say that -- so if you have a demand response participant set the market clearing price, presumably they are setting it -- you know, they are setting it because they are setting it lower than whoever would have been above them.  Let's assume that was a generator.  So they've lowered the energy market clearing price in a given hour.  Right now we don't pay that demand response participant an energy payment, so you're adding a payment to the picture, so we are going to add a payment to that, to the market, so now we have to pay the load that energy payment, so does the size of that energy payment offset the savings in the energy price that would be applied to all the consumers in that hour.

So if that is a net positive, then they say in that hour there's a net benefit, and in that hour, in that narrow view of a market, they deem that to be a savings and therefore a benefit to move forward.

I think what they were trying to avoid was that you got into scenarios where the -- because of the size of the market, because you're now taking that payment and you're spreading it over a pool of participants, depending on how big that payment is, you could get to a point where it actually doesn't reduce -- it doesn't reduce cost to consumers, it actually costs consumers more.

So they were just applying that additional test to say, before we go and to this let's make sure that we only do it when there's a cost savings in an hour.  So the way that's been applied in the U.S. markets is, it does mean that the loads in theory don't always get an energy payment if they're activated.  It's been applied in different ways, but that's the end result of it.

MR. SHORT:  If I can add too, I think pop -- FERC -- as I think Can -- or, sorry, Ms. Trickey indicated earlier is FERC was trying to draw in more loads to participate.  These loads were not active in the market at all, and by -- and the intent, I think, was to bring more load in to help improve maybe competition in the energy market.  We already have substantive load participating, for example, in Ontario, so I am not necessarily sure we would draw in significantly more load than we have today.  It's possible.

DR. ELSAYED:  Okay, thank you.  Those are my questions.

MS. FRANK:  I am going to take us back to basics.  So I would like us to go through, and let's start with, what are the rules that were in place for the TCA if it had gone ahead, and so that's -- and I don't want to talk about what might be in the future or what was in the past, I just want to look at those rules and how might that unfold if we would have had both demand response and generators participating.

And then what I would like you to do is take me through all the payments each party will get.  So, you know, what are they going to get paid for, and start in the capacity market, because I assume that's a simple place to start, and -- so we are going to have -- I assume at the end of day you were assuming there'd be parties who were generators and parties who were load displacement.  They would both be selected.  You know, the auction would have resulted in both parties being there.

Okay.  So now they are both there.  What does each get paid?  First of all start with the capacity market.

MR. SHORT:  So from a capacity market perspective we would include -- so the participants would offer in the capacity market their organization-based megawatts, so how many megawatts do I want to get in auction.  We would stack that up, we would build up the stack, and where essentially the last megawatt crosses our demand curve, and it's -- maybe my hand is in the air -- it's a downward sloping demand curve, so the more megawatts that we would acquire are usually acquired at -- are acquired at a lower cost.  Conversely, if prices are higher we acquire less megawatts, so it's actually -- when we say "downward sloping", it allows flexibility in terms of more megawatts that we can acquire.

But essentially, where you cross that line, all the resources get paid that are successful, get paid the same price.

MS. FRANK:  So it doesn't matter if you are a generator or load displacement.  Per megawatt you are getting exactly the same price.

MR. SHORT:  Correct.

MR. FRANK:  Okay.  Do you get paid anything else in the capacity market except for that price?

MR. SHORT:  From a capacity market perspective that's the only payment that they would receive is an availability payment.

MS. FRANK:  Okay.  So there's no activation payment of any sort in the capacity market.

MR. SHORT:  That's correct.  There is none.

MS. FRANK:  So we have to go over to energy market to find what else is happening; is that true?

MR. SHORT:  That's fair, yes.

MS. FRANK:  Okay.  On the energy market there's -- the first thing, the simple thing, is that a generator gets paid at the market price for what they generate; right?  That's -- that one's a straightforward, simple one; right?

MR. SHORT:  Yes, that's correct.

MS. FRANK:  Okay.  And there's no payment to the load displacement group if they happen to consume any energy.  There's nothing -- they get nothing paid.

MR. SHORT:  They consume up to the point where their bid price is, and that's the point --


MS. FRANK:  No, no, remember, I am assuming that they have both been activated and I am looking at who is getting paid what.  The generator is not getting paid because they are putting --


MR. SHORT:  Yes, they are supplying electricity to the grid --


MS. FRANK:  However, the load displacement may well be using some other type of energy.  They may be having their own, you know, behind-the-meter generator.  Who knows what they have got, but they are using something in order to not take any load off the grid.

MR. SHORT:  Or they could be not using something --


MS. FRANK:  No, but my -- some are using something.  We can go there.

MR. SHORT:  Yes, that's true.

MS. FRANK:  So some are using something.  They get no payment for that.

MR. SHORT:  Correct.

MS. FRANK:  Or is there any way of them getting paid?  I keep on thinking there's something else in the marketplace that I am not aware of, and what makes me think that is you recently said, Ms. Trickey, you said they have recently implemented changes to the hourly demand response, and I thought, oh, does that mean you are paying for something?  The other thing you said earlier is that you have an availability payment.

MS. TRICKEY:  Right.

MS. FRANK:  So I thought, is that something in the energy market?  Is there something else that people are getting paid when they are on the load side of the equation?

MS. TRICKEY:  Okay.  So let's stick with -- the energy market generator, as you have said, accurately -- yes, they get the energy price when they are producing.  If the demand response participant is activated because the price gets too high for them, then, correct, they do not receive a payment.  They are not paying for energy and they are also not receiving any payment.

However, what I was referring to earlier is there can be occasions when we test them -- we test to sure that they can do what they say they are going to do.  When we do that we activate them at a price that's much lower than what their energy bid is.

So they're saying, I want to be consuming, and we are saying, I am sorry, I need to test you in this hour, so you are not going to consume.  In those situations we do provide them a payment.

MS. FRANK:  But that payment has nothing do with --


MS. TRICKEY:  But that's not what we are talking about here.

MS. FRANK:  -- activating them in the normal course of --


MS. TRICKEY:  Correct.  Yes, that's not what we are talking about here; that's correct.

MS. FRANK:  And there's no expectation that that type of payment would actually start under the current market rules, that --


MS. TRICKEY:  Correct.  So we do not have any contemplation or any rule -- we have not created any rules that would allow an energy payment to a load for reducing their consumption in an hour based on the energy price.  The availability payment you talked about, that's how we pay for the capacity market.  So the capacity market says you cleared the capacity market, you have an obligation now for 10 megawatts.  The way we pay for that is the availability payment, and the way we make sure that we are doing it only when they're actually available rather than saying, oh, we will just give you $50,000 for the year, we -- they bid into the energy market the amount that they have available.  They say I have got 10 megawatts available this hour; I have only 5 megawatts available next hour.  So we pay for the capacity through that availability payment in each hour based on the amount of megawatts that they bid in to say that this is how much I have got available for you.

MS. FRANK:  Okay.  So I am back to the capacity totally equal treatment.

MS. TRICKEY:  Yes.

MS. FRANK:  No difference there.

MS. TRICKEY:  Correct.

MS. FRANK:  On the energy, though, there is a difference.

MS. TRICKEY:  There is a difference.

MS. FRANK:  And the difference is more than just the payment for the energy that's being input into the system.  There's also this notion of -- I am going to forget the term, the true-up if you're not getting enough money.

And my feeling is that that relates to the costs that it takes for the generator to participate.

MS. TRICKEY:  Correct.

MS. FRANK:  There might be a variety of items.

MR. SHORT:  There is only some generators.  For example, if you are a hydro-electric generator, you don’t get that money because there’s no startup cost.  You just open the wicket gates and away you go.

MS. FRANK:  I assume also with load displacement not everybody would get -- not everybody incurs some costs in order to participate, but some people do.

MS. TRICKEY:  Yes, you probably all have some sort of cost.  Just how big it is and how often it occurs probably varies greatly, like it does with generators.

MS. FRANK:  So for generators, there's a way to recognize a difference in generators and the experience they are going to have once they get activated.  There's a way to pay for those who need to be paid and not pay for those who don't need to be paid.

It's not uniform.  It's a like originally you had the $200, and it didn't matter what their experience was.  It's more specific for the generators.

MS. TRICKEY:  Yes.  But as I have tried to distinguish, that's really about the fact that there's something requiring them to be in the market when they're -- they're not economic.  So I think it's -- I think it's a side issue is really what I am saying.  It's a different thing and --

MS. FRANK:  But if the load had costs, you've said repeatedly that what they have to do with those costs is to add them to their capacity bid, meaning that they're now less competitive because they have got a cost in there that a generator doesn't need to put in, right?

MS. TRICKEY:  I believe that's what's at issue here, and I think what we're saying is that our market design looks at things a little bit differently.  It's really trying to incent loads to consume when it makes the most sense for their business, rather than -- and I think that's what Brian's -- Dr. Rivard’s testimony and examples was trying to walk us through, was that in this type of market design, it doesn't necessarily make sense to pay an additional amount to that load.

Now, I think that there were questions about is there some slice of cost that maybe don't fit perfectly into his examples and that maybe there's evidence of, but we haven't really been able to quantify or understand fully in this hearing.

That's a possibility and maybe that's something that we need to explore.  But it's not something that's been quantified or verified, and I think going back to, you know, we have this design.  The design is meant to create efficient participation from all types of participants, and I think what Dr. Rivard's examples show is that it typically does.

MR. SHORT:  I think Dr. Rivard also said, too, that if he was the economist working for one of these companies, he would probably have -- I forget the adjective he used, but it was a very minuscule risk, and so he wouldn't be factoring that into the other opportunity -- like it was basically he wouldn't factor that into the capacity cost.

MS. FRANK:  But then would you also say for a generator -- I assume it's the same minimal risk that a generator would be activated that it is that a load would be activated.  It's the same minimal expectation.

MR. SHORT:  I can't say that for certain.  Generators tend to offer a little lower, and they may be activated more frequently than a load.

MS. TRICKEY:  I think it's important to think about what a generator is in the business to do versus what a load is in the business to do, if we are talking about --

MS. FRANK:  But if they are in the capacity market, I assume they are similar in terms of what they brought forward.  They are there about the capacity market.  They are not really playing in the energy market; they are playing in the capacity market.

That’s what this is about, right?  We are talking about the capacity market, and we are trying to figure out how do we have that capacity available and ensure that when we need it, it's there and we can call upon it.

It doesn't matter what we call upon, if it's a reduction in load or if it's generated -- it doesn't matter.  It just matters that it's there when we need it.

MS. TRICKEY:  I think the issue at hand is actually about the energy market.  But I understand that for the demand response participant, they see -- every participant looks at all of the markets and all of their opportunities to get revenue, to provide a service and get a revenue for that.  And they look across all of them and try to understand what the best way to manage their costs across those things is.

And I think what we're really talking about is how people participate in the energy market, and how they get paid in the energy market.

Now, I understand that AMPCO sees that because of the way they participate in the energy market, they feel it puts them at a disadvantage in the capacity market.  Our point is that two things, I think, one, first that we don't see the disadvantage.  We are willing to be convinced Otherwise.  We will work through that with them.

But in the meantime, if there is some disadvantage that happens there, at the moment that disadvantage is not material.

MS. FRANK:  But there is a disadvantage in the rules.  Would you go there?

MS. TRICKEY:  No, so --

MS. FRANK:  I am not saying a large amount.  I am just saying literally applied, there is a payment that happens
-- and if you just for the moment we are trying to you keep saying, well, that's the energy market; it's not capacity market.

But in reality it's what do people get paid, and there's a difference in what people get paid depending upon what they have to offer.  If they're a load or a generator, there's different payment streams.

MS. TRICKEY:  I wish it were that simple, I really do.

MS. FRANK:  Well, you’d better try to convince us it isn't, because it sure seems that simple to me.  So you haven't done it yet, so give you another try.

And I am not focussing on the energy piece.  am about the activation piece, because I do believe for some load customers, there are activation charges -- not for all, but for some.  And for those where there is an activation charge, I don't understand how they get paid.

And if you say with the current rules, there's a way they get paid for it, you've convinced me that they are being fairly treated and there's no discrimination.

MS. TRICKEY:  I think the only thing that I can provide you is that historically speaking, prior to the demand response auction, there were loads participating in the Ontario market without any capacity payment or any energy payment.  They simply participated and provided -- they watched the market price and they reduced their load when it made sense for them to do so.

They also participated in an operating reserve market, but that was a different, a different mechanism different payment stream.

So I think, and I think is the point that Dr. Rivard was trying to make, was that there isn't necessarily a need for an additional payment stream to make this make sense, that the capacity auction payment alone should be sufficient to incent loads to do what makes sense for their business and to provide a service to the Ontario market.

MS. FRANK:  Could there not also be a way for the capacity payment to make generators want to participate?  If the generators included their -- I’ll call them incremental costs upon activation in their capacity bid, that would do it.

MS. TRICKEY:  There's different ways to structure the different markets and some places have an energy-only market.  So you don't have capacity payments and energy payments for generators, and that can work as well.  That's just not the design that we have here in Ontario.

MS. FRANK:  The challenge is how can our design in Ontario under the current rules make sure that it doesn't matter who you are.  You are going to be treated equitably.

MS. TRICKEY:  Maybe another thing that I can point to is in the U.S. markets when FERC was debating this there were jurisdictions where there was both the exact same structure that we have here where generators and loads could participate in a capacity auction together, both received capacity payments, they can both operate in the energy market together, generators received payments, loads did not, so the same as what we have today here.  That -- that was -- that went on for quite a number of years.

Now, FERC decided that they wanted to do something different to encourage more loads to participate, but as I tried to explain earlier, that was -- I am sure there were many reasons for it, but one of the reasons was about the fact that what you didn't see participating in those markets were loads that were paying something other than that wholesale price, they were paying some sort of retail rate, so they really didn't have an incentive to participate in the energy market.  That was really what brought them to that decision.

Now, they applied it more broadly than that, but I don't think it was about creating some -- it wasn't about saying that every resource that participates in every auction or every market needs to receive a payment, that it did recognize that there is -- there is an efficient way to run the energy market, and that that is for generators to get paid and loads to pay or not pay when they don't consume.

I know that's not the answer you are looking for --


MS. FRANK:  I am looking for this equity, the non-discrimination.  That's what I am looking for, and I am just not hearing it.  That's my -- I would like to hear it, because I do agree with you that having transmission -- having generation and load both participating in the auction is the way to go and it's the way to get the -- you know, you need to get there.  The problem is you need to get there in a way that you don't discriminate, and that's what I haven't quite heard, how the current rules do that.

So no problem with the idea that not only generators and load but many, many other sources as well need to be all considered if we are going to have a viable market, you know, a decade from now.

MS. TRICKEY:  There may be a sliver of costs here, a slice of costs there, a bucket of costs that we haven't accurately captured or understood, and there may be a way to deal with that --


MS. FRANK:  But there isn't today.  That's the bottom line.

MS. TRICKEY:  There isn't today, but I would also argue that an energy payment is not the way to do it.  So an energy payment --


MS. FRANK:  You know what?  I have no trouble -- I am not sold on an energy payment at all.  I am just sold upon at the end of the day it doesn't matter who you are, this technology-neutral notion that we have heard that applies and people are treated equitably.

And I know the argument is always, well, it's not a material thing, but it becomes more material over time.  It may not be material today, but it grows over time, so if we have a rule in place that is discriminatory today it becomes a more serious problem, you know -- I used a decade, but even shorter than that.  Once you increase the number of parties that are participating, the quality changes.  Nothing else?

MS. TRICKEY:  We -- again, we don't feel that the current rules are discriminatory.  We do believe that there is a fair and efficient market structure in place that's been used in many other places and continues to be used in many other places and is established in the same way, but it doesn't sound like I can convince you of that.

MS. FRANK:  I think we will stop.

MS. SPOEL:  I just have a couple of questions.  One of the questions, just picking up, Ms. Trickey, on a point you just made about, that the loads should consume when it's best for their business and that from an economic perspective that's best for the economy and that, you know, that's the way things should operate, and I think you cited Dr. Rivard's evidence in support of that.

Isn't it really up to the businesses to decide when it makes sense for them to operate and when it maybe makes sense for them not to, as opposed to structuring the electricity market in a way to encourage, you know, manufacturers of widgets or whoever as to when it's the right time to manufacture and when it's the right time to not?

MS. TRICKEY:  I would agree, absolutely, and I believe what Dr. Rivard's evidence was trying to show was that that is how it works, that is how the market works, that if loads are paying at a price at which they are willing to consume, then they are making the rational decision for their business.

What I believe he tried to show is that when you add an energy payment on to that you're providing some form of additional payment that isn't necessarily needed, so
it's -- while it may look efficient in that one hour, it's not good for the whole.  It's giving them an advantage over the generator.

MS. SPOEL:  But is it good for the electricity.  I think you also said earlier -- and I don't have the reference, but I think you did say that for capacity given that it's really to cover the -- help me here -- the gap -- not the gap, but the extra capacity you have to have beyond what you are actually going to use, that DR is a very inexpensive way to have that.

So if you, from the electricity market point of view, as opposed to broader economic considerations of the economy as a whole, is it not -- would it not be reasonable to assume -- sorry, too many double negatives.  Is it fair that it would make sense to keep as many of those demand response resources available for that purpose, for that covering the gap if you happen to need it to make sure you have the adequate reserves, that you don't want to lose -- you don't want the lose them, any more than perhaps than you want to not have generators available when you need them.  But because it's an inexpensive way to provide that coverage, it's in the interest of the market to have it there through the capacity option -- through capacity payments?

MS. TRICKEY:  I think there's two things to consider there.  First, demand response can only be available if they're consuming.  So they have to stop doing something in order to provide that response.  So --


MS. SPOEL:  Yeah, fair enough.

MS. TRICKEY:  -- typically that means they are going to stop producing their widgets or doing something in their business.  If it doesn't mean that, then potentially it just means there is an inefficiency there, there's a better way to manage their electricity, so I think that's an important part.

The other thing is, I expect there is a limit to how much demand response is efficient in the market.  I don't know what it is, but the more demand response we get as part of our capacity makeup, the more it will be activated.

So, you know, if it's a small sliver it can be that type of insurance and only -- and be rarely activated, and I could be wrong, but I think that most businesses, from what I hear from them, they are happiest when they are the insurance.  They are really just there to be rarely activated, because they have better things to do.  They want to run their business.

So the more that we get, it gets to a point where, well, now we actually have to start activating them more frequently, and their costs are going to go higher, and -- now, some may be willing and able to do that, and that's good, but what you are going to see is their prices are going to rise because they're going to be activated more frequently.

MS. SPOEL:  And does that apply to the virtual resources as much as to the, let's say the steel mill that Mr. Anderson referred to --


MS. TRICKEY:  I think everybody's set a limit.  Like, even you and me, you know, we may be okay having our air-conditioner cycled off on a hot day every now and then -- well, first off, it's only going to work on a hot day, so there is a limit to when that's actually available to us, and second off, if every day was hot and we were getting cycled off every day, I think we would all get a little frustrated with that and say, enough of that.  I just want my air-conditioning.

So I think in every case there's a limit to it.  What that limit is, it depends on the type of resource it is, but ultimately there is a limit.

MS. SPOEL:  Okay.  I have a -- this is more -- this is really a question of curiosity.  On the page that Ms. Djurdjevic took you to with the demand response auction post-auction summary report, which lists the resources, I wondered why the price -- the auction clearing price in the northeast is $200 per megawatt per day, whereas everywhere else it's 317 -- well, 318 in the summer and 317 in the winter.  Is that because in effect, you're running -- I don't know how many regions.  It looks like about eight or nine -- you are actually running a series of mini auctions because it's regional, and is that why the price is different.  But somehow magically, in every region except for the northeast, they all turned out to be the same?  Like I just -- it was one of those anomalous numbers that popped out at me, and I wondered what that meant.

MS. TRICKEY:  Always helpful to get the ops guy to help me with these things.

In essence, yes, we run the auction in every region because we can only -- each region we have to look at separately, and say how much demand response can we accommodate in this region, can we operate is how much is okay to have...


MS. SPOEL:  Because it's a grid.

MS. TRICKEY:  Yeah, and each region of the grid.  So we run the auction in each region and it just so happens that there's only one region where the amount of demand response that's economic is more than we can accommodate.  So it clears at a much lower price because of supply and demand.

MS. SPOEL:  They have more than you need.

MS. TRICKEY:  Exactly.

MS. SPOEL:  I had a previous question, which was is demand response in Thunder Bay the same as in Windsor, and it's not.  They are not interchangeable.

MS. TRICKEY:  No, and we have to apply the DR resources to the region in which they're located, so that we can operate them and balance the system regionally as well.

MS. SPOEL:  Okay, that's really helpful, thank you.  Let me just look and see if I had anything else.  I think those are all my questions.  Thank you very much.  Mr. Zacher, do you have any re-examination?

MR. ZACHER:  I am tempted to ask some questions arising from Member Frank's discussions, but I think Mr. Mondrow would object and it's Friday afternoon, so I will leave that to our submissions.  I just have one quick line of questions.

Ms. Trickey, do you understand AMPCO's position to be that DR resources should be entitled to energy payments in the energy market, or some other form of activation payment?

MS. TRICKEY:  My understanding is that they are looking specifically for energy payments.

MR. ZACHER:  And do you recall when Mr. Mondrow suggested to you that the IESO's energy payment engagement should in fact be considering activation payments for demand response resources?

MS. TRICKEY:  Yes, I do.

MR. ZACHER:  And has AMPCO provided input on the proposed scope of the energy payments engagement and study to be done?

MS. TRICKEY:  I believe they have, yes.

MR. ZACHER:  Okay.  And I have asked Staff if they could just put up on the screen what is tab 11 from the IESO's earlier cross-examination compendium of Mr. Anderson.  And maybe if we could just go to the first page of that -- sorry, the cover page.  I'm sorry, the cover page at tab 11.  Okay.

Do you recognize that, Ms. Trickey, as AMPCO's submission?

MS. TRICKEY:  Yes, I do.

MR. ZACHER:  And if we could just scroll down to the top of the next page -- sorry, the page after that.  Okay, right there.

And do you see what AMPCO -- what has AMPCO said about what the scope of the engagement should be beginning at the first full paragraph?

MS. TRICKEY:  My understanding of what they're asking for is that we narrowly scope -- more narrowly scope the consultation to deal with how to implement energy payments consistent with other FERC and non-FERC jurisdictions -- it's too late for me to be reading -- rather than as to pay them.

So my understanding of what they are asking for there is that we maintain the scope of the consultation to look at energy payments specifically.

MR. ZACHER:  Okay, and if we could just scroll down to the bottom of that same page -- stop there.

So you see number 1, it says "proposed problem statement".

MS. TRICKEY:  Yes.

MR. ZACHER:  And what was the problem statement?

MS. TRICKEY:  The proposed problem statement -- when demand response resources are economically activated, they will be --


MR. ZACHER:  No, what was --


MS. TRICKEY:  Oh, what was our proposed...


MR. ZACHER:  Yes.

MS. TRICKEY:  Pardon me, give me one second.  So our proposed problem statement was should DR resources receive energy payments for in-market activations.

MR. ZACHER:  And what has AMPCO now proposed?

MS. TRICKEY:  When demand response resources are economically activated, they will be compensated for the service provided to the energy market at the market price for energy, provided they have the capability to balance supply and demand as an alternative to a generation resource, and when dispatched if that demand resource is cost effective, as determined by the net benefits test.  How should the net benefits test be constructed in Ontario to ensure cost effectiveness.

MR. ZACHER:  Thank you, those are my questions.

MS. SPOEL:  Thank you Mr. Zacher.  We have set aside -- and thank you, Ms. Trickey and Mr. Short, for your very helpful comments.  I know it's been a very long day, so I hope you have a more restful weekend.

We have set aside two days at the end of next -- not next week, the week after, I think it's the 12th and 13th of December for oral argument for all parties, so that we can proceed along this with in a timely manner.

I would suggest we leave it with the parties and Board Staff to work out scheduling of oral argument for those Days, recognizing that everybody's got to have time to fit it in, and respond to each other and respond appropriately and so on.

MR. ZACHER:  Madam Chair, I've got one suggestion and really leave it -- it's obviously in your hands.  But this is obviously a matter that there's been -- that the schedule is compressed, dealing with issues as you indicated --


MS. SPOEL:  Yes, we are fully aware of that.

MR. ZACHER:  -- that you don't deal with every day and I wonder if it might be helpful, in advance of oral argument, if the parties filed written submissions and they could perhaps be brief, limited to a certain number of pages.  But I wonder if that might assist the panel.

MS. SPOEL:  Well, we had a bit of a discussion about this actually at the break.  Let us think about that and we will get Board Staff to communicate with you on that issue. I understand it can be helpful, but if parties are going to do that, we are definitely going to set a limit because we don't want a hundred pages of submissions.

We don't have -- that's part of the purpose of having oral submissions here is to kind of keep it within reasonable constraints.  So maybe a few pages summarizing your position would be helpful, but I really mean a few pages.  Otherwise, we will never get this done because I find it's more efficient.

It's often more efficient to hear people and we can ask questions and so on.  But it might be useful, so let us -- we will think about that and we will let you know by Monday morning.  How's that?

MR. ZACHER:  Thank you.

MS. SPOEL:  Mr. Rubenstein, you had a comment?

MR. RUBENSTEIN:  I was just going to ask -- well, if you are going to think about it.  The question was is that a mandatory requirement?

MS. SPOEL:  Oh, well, that's another good question.  I don't -- this is the problem and everybody, let us, you would prefer not to have to file something in writing.

MR. RUBENSTEIN:  I have competing obligations that I am trying to fit in over the next two weeks.

MS. SPOEL:  I understand that and so do we.  So, yeah, we will think about that.  I would say probably not.  I don't think -- but it may be that AMPCO and the IESO, being the two main parties, AMPCO being the applicant being IESO's rule, maybe those two parties should file something brief in writing so that everyone else knows what the arguments are going to be about, maybe.

So let's -- it's late in the afternoon so we will think about that, and we will have Board Staff get back to you on Monday.

And if there are any tables -- definitely if there are any tables or any exhibits of numbers or anything like that that you want to refer to in your submissions, in your oral submissions, definitely provide those to us in writing, so you can certainly -- you can use those kinds of aids, so you don't have to be telling -- we don't want -- it's hard to follow numbers if we don't have them in front of us, so there's -- to the extent any of that evidence is involved
-- those kinds of submissions are involved, definitely provide us with a little help.  Yeah.  It doesn't all, you know -- we don't have to have it all done orally, but, yeah, we will think about that.

Okay.  Anything else before we break?  All right.  Thank you very much.  We will see everybody, or some of you, most of you, back here on December the 12th.
--- Whereupon the hearing adjourned at 4:39 p.m.
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