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Thursday, February 20, 2020
--- On commencing at 9:30 a.m.

MR. BISHOP:  Good morning, everyone.  I'm wondering if people can take their seats, please, so we can get started, and we can begin the meeting today.
Welcome Remarks

Good morning, everyone.  Thank you for coming.  Can everybody hear me?  Is the mic picking up my voice there at the back?  It is a bit low?  Is that better?  A little bit better?  Okay.  I will try to lean forward a little bit more.

Thank you all for coming.  It is good to see a nice healthy turnout again, both in person and online.

My name is Ceiran Bishop, and I'm the director of the strategic policy group of the OEB.  Today marks the next step in two initiatives that the OEB is spearheading, the responding to distributed energy resources initiative as well as utility remuneration.

Last September we brought together more than 100 people to discuss regulatory challenges and issues brought to light by developments and things such as changing technology, increased interest in innovation, and the need to protect the interests of customers, particularly in a time of change.

Over the course of three days we heard from more than 40 stakeholders on a range of issues, from questions about the value and role of specific technologies such as storage to the role of the OEB itself.  A few weeks later we also received extensive written submissions.

Our focus then was to canvass a sector on the range of issues and concerns that stem from evolution in the energy sector to discuss the objectives that our policy initiatives could achieve and to consider the principles that could guide the definition and selection of options to address the challenges that we identified.

Our focus today is to play back what we heard then and see if we've gotten it right.  We considered all of the info we received and laid out our current thinking in six main areas:  The principles we can use to guide the consultations, the OEB's role in sector development, the needs statements that galvanize the case for policy response, the objectives we aim to achieve through any changes to the regulatory framework, the specific issues associated with each stream of work, and the scope for each initiative.

Together these things should encompass what we need to think about in order to determine the right response to the emergence of distributed energy resources in Ontario and how best to support utilities' pursuit of long-term value for customers within the context of sector evolution.

Today is another opportunity for dialogue on these issues.  In keeping with our refreshed approach to consultation and engagement on these initiatives we chose to give ourselves another chance to hear from you directly and for you to hear from each other as well.  We want to talk about the way issues can be distilled and how objectives should be defined and cast and framed.

The input you give today and written comments you can provide by March 20th will help to define the issues and scope of work encompassed by these initiatives.  We'll place this input before the new leadership once the OEB's transition to its new governance structure is complete.  Subsequent steps for these initiatives will be identified after that.

Our plan for today is to have a pretty structured discussion, via a set of focussed presentations.  Our main presenters today are the leads for these initiatives, Lenore Robson, who heads up the utility remuneration initiative, and Rachel Anderson, who leads the responding to DERs initiative.

Also helping with the work today is Alex Share, also from the strategic policy group, who brings his rates experience and accounting expertise to these projects.  You will also notice other staff from applications industry performance divisions in attendance.  We have Laurie Reid, Catherine Ethier, Ryan Holder.  We have other OEB staff
in the audience as well.

And this really is a demonstration of our commitment to -- and to acknowledge how broad these initiatives are and how cross-cutting they are, and that is why we brought so many people into participation.

Board members and members from the OEB's executive team are also in attendance or may be sitting in on sessions from time to time.   And we also have today Tara Brautigam from our public affairs division, who is going to help with facilitation and other logistics today.

So at this point I am going to turn the room over to Tara.  I just want to say one more thing before we start. The room may -- we have some ventilation HVAC challenges in this room today.  The room may be a little on the warm side.  For that we apologize.  We're doing our best to cool it down.  We do have an auxiliary A/C unit here in the next room.  You might hear a little bit of a hum, but I think that is a good trade-off for hopefully a little bit more cooling it's going to be able to bring.

We have the blinds up now because we don't think there's any solar gain coming from it, but at a certain point we may need to lower the blinds as well, so you will have to accept the feeling of being in an underground bunker in exchange for hopefully what might be a little bit cooler -- if people do find it uncomfortable, come and let us know during the breaks, and we will see what we can do to keep the temperature down.  I think we're also going to try to keep some doors open as much as possible to increase draft.

But please bear with us.  It is only temporary, but it is permanent for today.

With that I will turn it over to Tara.

MR. BRAUTIGAM:  Thank you, Ceiran.  Just to go over a couple of things, some housekeeping matters today.  I want to let you know that in order to capture your questions and comments this meeting is being transcribed and that transcript will be posted on our website along with the other meeting materials you are going to see today.

To facilitate participation we've set up two microphones at the back of the room, one to my left over there and one to my far right near the clock.

And for those of you in the front two rows, please feel free to use the microphones directly in front of you.  I just ask you to press the green button to turn the microphones on and off.

And with that in mind, I would like to ask you if you could please remember to introduce yourself each time you are speaking on the mic.  The reason for that is really twofold.  One, it will help people who are dialling in remotely know who is speaking and what's being said and, two, it will ensure accuracy of the transcript being taken today.

I also want to let everyone know, like the last time when we last convened in September, we're using Slido, and so for those of you participating remotely or as well as anyone in the room who prefer not to ask questions or provide comments through the microphones, you can use that.

In order to use Slido just open the web browser on your cell phones and type in www.sli.do, and from there you will see -- it will ask you for an event code.  You will see the information on the far -- my far right and my far left on the flip charts over there.  The password is sectorevolution, all one word.  And you will also see -- just above it you will see the WiFi details as well.

Before I hand things over to Lenore, just a couple of other housekeeping items I am required to cover.  In the unlikely event of a fire alarm, we are to stay put until we're told to evacuate, and should that occur staff will lead us down the stairwells located next to both the men's and women's washrooms to our OEB designated spot.

The washrooms.  The washrooms are right through the doors which you came in through, the men's washroom as soon as you go in -- or go through the doors, make a left, and it is an immediate right.  The women's washrooms through the doors, make a right, walk past the elevators, and you will see a red exit sign.  Make a left, and it will be the middle room on your left.

At 12:30 we will be breaking for lunch for about a one-hour break.  As some of you know, we do have a food court downstairs, but there is also plenty of food options within about a few minutes' walk of here.  However, we have provided refreshments in the room to my left, coffee, tea, drinks -- coffee, tea, not drinks, water, and juice in the room to my left.

Again, I want to thank you all for joining us here today, and without further ado I will turn it over to Lenore.
OEB Staff Presentation and Stakeholder Discussion
Presentation by Ms. Robson

MS. ROBSON:  Thank you, Tara.

Good morning, everyone.  It is nice to see so many familiar faces.  Almost feels like deja vu from September.  I think many of you have picked the exact same spots you sat in last time.

[Laughter]
Background

MS. ROBSON:  So as Ceiran mentioned, today's presentation focuses on stakeholder input, what we heard at the September meeting and in the subsequent written comments, as well as staff's current thinking based on your input.

Over the past few months Rachel and I have read and reread the transcripts, your presentation materials, and the written comments very carefully.  We have methodically mapped out all of your suggestions for the guiding principles, the issues and objectives, as well as the OEB's position on sector evolution, the problem statements, and the consultation process itself, and we have tried to separate and sequence the issues, balancing the need to be comprehensive, while at the same time making measurable progress.  In fact, our office has kind of looked like a bit of a situation room.  We had these colourful Post-it notes plastered everywhere as we tried to map out all of your comments.

This slide deck summarizes at a high level what we heard, but we've also included more details in the appendix.  We see today as an opportunity for stakeholders and staff to have an open conversation, to raise questions, to provide comments, and for some most importantly to clarify anything that staff may have misheard or misrepresented.

At the end of the day, our hope is that you will see how your input has informed staff's thinking, and that you will be in a position to provide written comments to assist the OEB in confirming scope.

This is an overview of what we plan to cover today.  In the July invitation letter, we asked stakeholders to provide input on the guiding principles, objectives and issues for these consultations.

You will note that there are three new sections that weren't part of the July invitation letter.  In light of stakeholder input, we have expanded the content of this presentation to include a discussion on the OEB's role and approach to sector evolution, as well as the needs statements identifying what problems we are aiming to solve, and a discussion on the consultation process itself.

For each section, we start by summarizing what we heard from stakeholders, and here we have tried to retain your own words as much as possible.

Next we outline staff's current thinking on each topic, and then we conclude with a discussion.

So if you have questions throughout the presentation, you are welcome to raise them.  You are also welcome to use Slido.  But as mentioned, we have built in lots of opportunities to pause for discussion.

Sector evolution is not new.  The opportunities and challenges have been articulated in many places, including academic and industry literature.  Ontario-specific examples include the ETNO report, the EDA's power to connect and various papers by the OEA.

Some examples of technology driving consumer adoption include storage, solar, demand response, electric vehicles and advanced information and communication capabilities.  These technologies are changing how energy systems are used and they're also creating opportunities for better service at lower cost.

At the same time, they're leading the greater uncertainty risk.  Which technologies will effectively be the winners?  How will they impact the system?  And how this will he affect load?

The impetus for these consultations is this.   Regulatory adaptation can mitigate risks and help consumers benefit from these emerging opportunities.

Most of you were here for the September stakeholder meeting, so you will be familiar with the process thus far and where it stands today.  But for those of you who are joining for the first time, the OEB held a 3-day meeting in September where we invited stakeholders to make presentations on the issues, objectives and guiding principles for these consultations, and then to submit subsequent written comments.

And we've had a tremendous response to these consultations thus far.  Between the presentations and the discussions at the stakeholder meeting and written comments, we have received input from 45 stakeholder groups on a broad range of issues.  And as I mentioned, we have really spent the last few months carefully digesting your input.

This is a list of the stakeholders that we heard from and whose input we have tried to reflect throughout this Presentation.  So in particular, we heard from nine consumer groups, five public interests, thirteen utilities, and ten non-utility energy service providers.

We greatly appreciate the time you took to provide such thoughtful constructive comments.

So what did we hear?  Well, there was a diversity of stakeholder views, but comments generally fell into these eight categories.  So as mentioned earlier, in addition to the guiding principles, the objectives and the issues, stakeholders also identified the need to articulate the OEB's role and approach to sector evolution, define the problem statements that each consultation is intended to address, and take a transparent and coordinated approach to the consultations.

We recognize that there isn't always a clear distinction between what is an objective or a guiding principle.  And we also didn't describe what we meant in the July invitation letter either.  So there was a fair amount of crossover between what one stakeholder suggested as an objective and what another identified as a principle and vice versa.

We have done our best to reflect stakeholder feedback as it was provided.  However, in staff's view, a guiding principle is a criteria for comparing different policy options, an objective is an outcome to be achieved, and an issue is a question to be considered or resolved.
Guiding Principles

So starting with the guiding principles, as a refresher, these were the preliminary guiding principles that staff proposed in the July invitation letter, and stakeholders were generally supportive of these principles with a few modifications.

This is a snapshot of some of the key takeaways of those suggestions.  They include prioritizing customers, reliability issues, and use of existing infrastructure.

A more detailed summary of stakeholder suggestions can be found in the appendices.

We also heard many suggestions related to the approach to consultation, and the policy development process itself.  Now, given staff's view that a guiding principle is a criteria to compare different policy options, we thought it more fitting to develop a separate set of guiding principles specifically for the consultation process itself, and I will discuss those later in the presentation.

This is essentially a track changes version of staff's preliminary guiding principles integrating the feedback that we received.  So a few highlights from some of the changes we've made.

Under economic efficiency and performance, we heard a lot about safety, reliability and service quality and so we have included those here.

We changed customer focus to consumer centric and strengthened the focus on cost containment by replacing encourages with prioritizes.

Another key addition under consumer centric is empowers efficient investment decisions and behaviors.

Under stable yet evolving sector, we have added that the regulatory framework enables sector participants to adapt to change.  We also included that it encourages optimal use of existing assets.

With respect to regulatory simplicity, we replaced this with regulatory effectiveness.  We understand that simplicity should not come at the expense of an effective regulatory framework in achieving the OEB's objectives, but at the same time, an effective framework is not to be overly burdensome.

And one other point worth mentioning is that we have replaced the word "customers" with "consumers".  This is to reflect that the guiding principles should not solely be cognizant of today's ratepayers, but it should also consider future consumers.  And in staff's view, we felt consumers better reflected customers today and in the future.

It also refers to energy users who are not the direct ratepayers.  So for instance, a tenant who isn't a utility account holder.

And this is a clean copy of the revisions I just discussed.

So perhaps now is a good time to take a Slido poll on the guiding principles.  Here we're looking for feedback on whether there is anything important missing, and whether the revisions we have made are appropriate.

MS. ANDERSON:  Just a reminder for those of you on the phone, if you want to provide input or questions via Slido, go to Sli.Do and then the event code is sectorevolution.  You may need to capitalize "sector" and "evolution", all one word.

MS. ROBSON:  Can we start with the second question.  We are going to start with an easy one to kick things off.

So our second question is:  Are these revisions to the guiding principles appropriate.  This is a nice, easy multiple-choice question.  I get everybody comfortable with using Slido, and then we can really drill into some open-ended questions, comments.

MR. PEPPER:  Steve Pepper from Ontario Society of Professional Engineers.  One of the comments that I had was that the use of the term "consumer", just as a point of -- if we're looking at our consumers as load customers or people using energy from a load perspective, I think that's the wrong view.

I think we should look at consumers as people consuming capacity on the system, whether that is upload capacity or download capacity.  If they're using an Internet provider, the old-school concept of a consumer would be only people who download, you know, content from the Web, not people who upload, and therefore all of the investment would be going into download and we would miss all of the opportunity for innovation that goes with creating technologies and solutions to contribute to mutual flows.

I just flew back from San Francisco overnight.  I caught the red eye and came straight here from the airport, and I will use an example of California, and I am not suggesting California is the perfect regime for us in our concept, but what they have done is they've amended their building code to mandate solar installation on every new build now from a residential.

Certain jurisdictions are preventing gas lines from being installed in new residential developments now.  And what that is going to do, it's going to change -- you know, you're going to see consumers in our sense, residential households, will be equal contributors of generation as well as download and upload will be equal priority for them.

And so they're looking at their grid as a capacity.  So a consumer is one that consumes capacity in any capacity, whether it is short-circuit capacity, whether it's, you know, load, whether it's upload, and I think that is something futuristically looking.  We don't want to freeze ourselves in a view that a consumer is a download customer only.

MS. ANDERSON:  That's a really great point.  Does anybody else have thoughts on that?

UNIDENTIFIED SPEAKER:  Can you put the principles back up?  We can't see them.

MS. ROBSON:  Oh, yeah, of course.  Sorry.

MS. ANDERSON:  Oh, we do have some results from our Slido poll.  It looks like there is a lot of agreement with the principles, not strong agreement, necessarily.  So if there is any comments or suggestions that you want to raise now, oh, perfect.

MR. BROUILLETTE:  The cost containment.  I am Mark Brouillette, representing the Canadian Manufacturers & Exporters.

And one of the issues that we presented in September was the focus on cost, cost.  You've got a term in there that says cost containment.  The term that the consumers would prefer to see is "cost reduction".

So when it comes to the term that is used frequently in the material about customer value, the value is cost reduction.  Cost affordability I think is a term that AMPCO used.

So cost containment implies -- well, allows for, I would suggest, cost growth, just growing at some other pace that somehow is viewed as contained.  Cost reduction means rates go down.  So innovation that is helpful is innovation that adds products and services at a lower cost.

Cost reduction, I would like to see that included in the narrative, thank you.

MS. ANDERSON:  Okay.  Thank you for those comments.  We will take them back.

MS. GRIFFITHS:  Hi, Sarah Griffiths with EnerNOC.  One word that seems to be missing from the principles is the word "competition", and so, you know, perhaps it is part of economic efficiency, perhaps it is part of the principle and stable yet evolving sector where you talk about alternative business models, but I think it is a word that needs to be included within those principles, and that was discussed a lot in the September meetings.

MS. ROBSON:  Okay, thank you for that, Sarah.  Kathi.  Is that...

MS. FARMER:  Kathi Farmer with the Electricity Distributors Association.  I have got two questions.  On the slide one of the things it says is it encourages optimal use of existing assets.  Can you help me understand what the expectation is about how optimality will be observed?  Am I making sense?  I mean, how would you know that an asset has been used optimally or sub-optimally or not at all optimally?

MS. ROBSON:  That's a good point.  I mean, I think what we were trying to get at here was the optimal use of existing assets to mitigate, you know, stranding of assets and -- but I can see that maybe the choice of words is incorrect, so we can maybe take that back and think about it.

MS. ANDERSON:  Are you wondering how we would basically assess whether that has been achieved?  Is
that --


MS. FARMER:  In part, yes, and then Lenore, you also linked it to the other concept that is on my mind, and it is about stranding assets, and it is usually much more straightforward to know if an asset has been stranded, but is that necessarily to be avoided?  Is that to be balanced?  What is the tolerance for stranded?

MS. ROBSON:  Well, I don't think we're at that point of the conversation yet.

MS. FARMER:  Okay, all right.

MS. ROBSON:  I think that is too premature, but the concept we were trying to get around here was what we heard from stakeholders, that efficient use of assets, minimizing stranding, and that's where we were going with this sentence here.

But we can revisit whether the term "optionality" is, you know, appropriate.

MS. FARMER:  And then the second question I had was about the Slido poll.  Is that going to form part of the enduring record of today?  Are you using that to know if you need to explore a topic further or if you can move on to the next agenda item?  What is the thinking?

MS. ROBSON:  Yeah.  I think we're using it as a way for us to have a dialogue, and if, you know, we see here that nobody has agreed with our guiding principles but we're not hearing anything in the audience, then maybe we still need to go back.  There is also the opportunities we talked about before for subsequent written comments, so if people aren't comfortable today raising things in person or on Slido you have that ability as well.

MS. FARMER:  Thank you.

MS. ANDERSON:  First Jay, and then...

MR. SHEPHERD:  Just following along what Sarah had to say --


MS. ANDERSON:  Sorry, can you introduce yourself?

MR. SHEPHERD:  Oh, sorry, Jay Shepherd, School Energy Coalition.

Following along what Sarah had to say, one of the issues that we have is that we think that the Board has to be very careful to regulate only when it is necessary to do so, which is really about staying within your lane.  Don't try to solve all the problems, solve the problems that are within your mandate, and I don't see that anywhere in the guiding principles.

MS. ANDERSON:  We will definitely take that back.  I think, you know, as Sarah mentioned, where we kind of talked about balancing, you know, alternative -- or, you know, not getting in the way of new entrants and things like that, we thought some of those things were implicit, but it sounds like it is important to call them out explicitly, so we will definitely take that back.

MR. PEPPER:  Steve Pepper from OSPE again.  I thought there was great comment, and I just wanted to respond in a couple capacities.

You know, in terms of optimization of existing assets, to me that means very clearly to use the capacity of those assets to the maximum extent possible.  You know, we have in our grid substantial under-utilization of assets, particularly in the evening when, you know, there's low points of demand, and there is seasonal aspects where we have a very high fixed cost and we don't optimize the use of that.

So there's surplus, considerable surplus capacity, in the grid.  Technology is coming, and it is available to minimize that, and it will continue to do that.

And I think that is a key thing, that the stranding -- preventing stranding of assets I think is a really red flag for this mandate.

I think stranding of assets is something that is a by-product of optimizing and improving and adopting new technologies.  And if our focus is to minimize stranding of assets, we could be the guys driving the Lada as everybody else is driving, you know, the Teslas, and that is a euphemism for preserving the status quo and trying to extract every bit of utilization out of obsolete assets.

I think we shouldn't care about that.  I think that is -- you know, cost management and asset utilization, sometimes these assets are -- just outlive their purpose, and I think we need to recognize that, and these are sunk costs, and, you know, that's not going to go away.  So I think we have to be careful about that.

MS. ROBSON:  Okay, thank you for that, Steve.  We are just going to go back to the microphone here.

MS. GRICE:  It's Shelly Grice representing AMPCO.  I just wanted to respond to some of the questions or some of the comments that were made by CME regarding cost reduction, and that is something that AMPCO supports as well.

We just wanted to raise the issue that when we routinely refer to value creation for customers, that that's not the same meaning as electricity cost reduction for customers.

I don't know why it is going in and out.

MS. ANDERSON:  We have called IT.

MS. GRICE:  The principles need to have cost reduction, cost affordability (inaudible).

MS. GRICE:  Okay, thank you.  There is a bullet under your "principles", under "economic efficiency and performance", and the ending of that states “Reliability, service quality and long-term value for customers.”

We would just suggest that the words "and long-term value and affordability for customers", and that the word affordability be included.  Thank you.

MS. ROBSON:  Okay.  Let's move on to Julie.  You had a comment?

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

I am not sure exactly how to capture this in terms of words, but under regulatory effectiveness, I think an important principle would be -- or captured under that principle would be accessibility to the regulatory framework.

I think it is important that as the Board moves on, that all parties get sort of equal access and an opportunity to express their perspectives in this type of Forum, but also going forward in proceedings that might deal with specific elements of these issues.  Thanks.

MS. ROBSON:  Thank you for that.  And do you think you could come up and use -- ladies first.

MS. LAKATOS-HAYWARD:  Good morning, Kerry Lakatos-Hayward, with Storage Power Solutions and OSEA.

I had an addition for the economic efficiency and performance.  And there is a term there, reliability.  But I think there is a distinct term on resilience that should be added, and I am kind of thinking forward on KPIs and future performance metrics, and that is a distinct term from reliability and it really speaks to the adaptability of the future grid.

MS. ROBSON:  Okay, thank you for that.  We will take that back.  Gabby?

MS. KALAPOS:  Good morning, it’s Gabriella Kalapos from the Clean Air Partnership.  I was just curious about where policy alignment fits into the guiding principles.  I know it is always different definitions on where that fits, but I think it does kind of really speak to the need for that as a guiding principle, not just across different department, different kind of government policies, whether it relates to, let’s say, greenhouse gas emissions.  But I think that is really -- from a perspective, it really is important to have that policy alignment as a guiding principle, because if we just stick within our silos and we're going to miss opportunities associated with this evolution coming our way.

MS. ROBSON:  Okay.  So that is a great point, Gabby, and one we did hear about in terms of the coordination of the consultation processes.

And as I mentioned, we have mapped that out separately into a "guiding principles" for the consultation process itself.  And I am going to discuss that later in the presentation.  But thank you for that point.

MR. BROUILLETTE:  Mark Brouillette, CME again.  I would just like to tie in another thought around the stranded asset conversation.

One of the inputs that the CME provided was to focus the implications and impacts on total system cost.  And the reason total system cost is relevant is because that encompasses an umbrella that affects all ratepayers.  So we don't have, you know, one ratepayer benefiting at the expense of another.

So that notion of looking at total system cost implications of these innovations to the extent that they bring them all down, that is a good innovation to the extent that they make them [inaudible] will have some resistance.

MS. ROBSON:  Okay, thank you, Mark.  And Jay?

MR. SHEPHERD:  Just following up on ...

MS. ROBSON:  Sorry, can you ...

MR. SHEPHERD:  Jay Shepherd, School Energy Coalition.  One of the things I don't see in any of the guiding principles is you talked about how much things cost.  What you didn't talk about is who pays and who bears the risk.

There appears to be an underlying assumption here that the customers are always going to end up bearing all risks and pay for everything.  And in this new future, that is not necessarily the case, and I think that should be an important principle which is risk of, for example, stranded assets or anything else should be expressly allocated.

MS. ROBSON:  Okay.

MS. ANDERSON:  Do you think that falls into one of the existing buckets or ...

MR. SHEPHERD:  Well, it probably falls in "consumer centric" more than anything else, but, yeah, probably.

MS. ANDERSON:  Okay.  Thanks.  I see we have some questions on Slido as well.  Is there one in the room?

MS. ROBSON:  Let's move to Slido.

MR. BRAUTIGAM:  I think the first two questions are of A somewhat similar vein.  But the question we have, in making the decisions, the OEB usually considers consistency with government policies and legislations and directives.

Should there not be a principle to that effect?

MS. ANDERSON:  That's a fair point.  I think it is one of the things we always do, so maybe we didn't think to call it out explicitly.

MR. MONDROW:  Rachel, can I just -- Ian Mondrow, counsel for IGUA.  I just want to respond to that point and a similar point, I think, raised by the Clean Air Alliance.

I think we have to be a little disciplined when we talk about policy alignment, what policy we're talking about.

So, Lenore, your response to the previous point was OEB policies needs to be aligned, with which I certainly wholeheartedly agree.  But if we start talking about alignment of what the OEB is doing with government policy, or governments' policy given the various levels of government, I think we need to be a bit careful.

The point that I made on behalf of IGUA last time was that it's not the Board's role to implement government policy.  You need to be -- legally, you need to be aware of it.  You obviously are operating within it.  But it is not your job to implement it, and I think the regulator needs to be careful about overstepping boundaries in that respect.

MS. ROBSON:  Thank you.  We appreciate those comments.  Any other Slido comments?  Oh, Kent?

MR. ELSON:  Thanks.  Kent Elson, counsel for Environmental Defence.

So we look at these principles in relation to our biggest issue, which is ensuring that the lowest cost option is both incentivized and required and not in every case, but in a lot of cases, that is going to be a non-wires and non-pipes solution.

And I am just a bit concerned that these guiding principles have everything in them, which means that they are not as helpful to compare different policy options than they would be if they were a bit more specific.

So, you know, one of the items that we think can be tweaked is increasing that focus on choosing the most cost-effective option.  I think that is following up on CME's comment about total system cost.  And right now, that first bullet talks about a lot of items and talks about promoting, and we think it should be more specific.

Instead of promoting you, know, five different values, it should incentivize and require cost-effectiveness, or you could use the word at least cost solution, consistent with safety, reliability, so on an so forth.

I think if you can be more specific in your guiding principles, they're more helpful in comparing your different policy options.

Just to provide one other example further to Kathi's comment earlier, I look at the words “optimize existing use of assets” and I also don't know what that means.  Is it different from cost-effectiveness?

And if I am in a proceeding in the future arguing for a non-pipes or non-wires solution that would be resulting in a lower total system cost and, like Jay was saying, reducing risks on consumers, can someone say, well, that's not an optimal use of an asset?  Like is that a different principle?  And if it is, then I think that would need to be spelled out.  But alternatively, maybe it can be taken out altogether if there is more clear focus on choosing the solution that is least cost for consumers, which, in our view, needs to include non-pipe and non-wires.

MS. ROBSON:  Okay, thank you for that.  I think a lot of your comments are reflected in what we defined as objectives.  But we will take that back and look at how we can better reflect cost-effectiveness, et cetera.

MS. ANDERSON:  Would it be fair to say that you’re kind of getting at -- you know, if the focus is so strongly on cost-effectiveness and, you know, reducing costs for consumers or value for consumers, then not, you know -- I guess not stranding assets or not under-utilizing assets, it is implicit in that unless there is a really good reason to because, you know, whatever the alternative is actually does bring benefits that outweigh the cost of maybe stranding or prematurely taking assets out of service or something like that?

MR. ELSON:  Yes.  I think you might be able to winnow out some aspects of those principles if you were properly analyzing total system cost and risk minimization.

And I guess the other part of the comment was, you know, we think more than just saying we want to promote these things, I mean, what does promote mean?  What does encourage -- you know, encouraging can mean the Board says, well, we encourage you to do this.  You know, we're suggesting, no, you need to incentivize people to do it and require that they do it and have both of those -- that kind of specificity.  And when you have that kind of specificity I think the guiding principles are more helpful.

Just as an example, you know, the DSM framework has as one of its guiding principles, achieve all cost-effective DSM that result in a reasonable rate impact.

You look at that and you can use that as a way to compare different policy options.  And our suggestion is that there should be a clear principle that the least cost solution or the most cost-effective solution would be both incentivized and required.

MS. ROBSON:  Thank you for that.

We are going to jump back, because we have a question here at the microphone.  Kathi?

MS. FARMER:  Kathi Farmer with the Electricity Distributors Association, and static.

In talking about cost optimization and optimality and stranded assets, I think it is important to recognize that some costs and some benefits can be quantified today, but there are a bunch of things that are non-quantifiable implications, advantages, disadvantages, and I think the framework for assessing the business cases, the competing alternatives, has to be flexible enough to bring those to the discussion and be flexible enough to apply weightings that are appropriate to the question at hand.

The gentleman I am looking at who used that fabulous example of driving the Lada, I thought of the Trabant versus the Tesla.

Well, yes, you can compare the fuel costs, the capital costs.  But you don't necessarily get good information about the environmental benefit or the healthcare consequences, but those are desirable.

So I think it is important that the analysis be robust.  Thank you.

MS. ROBSON:  Okay, thank you, Kathi.  And Steve, yes.

MR. PEPPER:  Sorry, I also wanted to support that.  I hear cost and cost minimization, but consumer choice, there may be consumers in the broadest possible sense that have other values beyond simple cost minimization.

Some may have resiliency as a factor that they value and they are prepared to pay for.  Others may have environmental health benefits.  Quality.  You know, there's a whole series of factors.

And I think, you know, there's a certain segment of the customer base that only cares about cost, and maybe they're happy to have intermittent power supply contracts or lower-power quality contracts, example, which doesn't exist in Ontario right now because the Code requires exact quality to every consumer regardless of their actual needs.

So there is flexibility for that, for those that can implement other technologies to offset that and potentially reduce costs without requiring overbuild on the system to provide a standard of quality that not everybody needs or values.

So I think we need to be a bit more flexible.

I think you have it nicely, greater consumer choice.  Some very persuasively are all about cost.  Others are about a whole bunch of other things.  So I don't want to overemphasize cost, but at the same time I don't want to ignore its importance either.

MS. ROBSON:  Thank you for that, Steve.  Okay --


MS. ANDERSON:  Jay -- sorry.

MR. SHEPHERD:  I wanted to follow up on Kent's comment on his sort of shift towards a more command and control approach to the sector, and I think there is lots of us in this room that would disagree with that.  And I want to make that pretty clear, that you can't enable greater consumer choice and tell everybody:  This is what you have to do.  And sometimes you just have to trust your customers.  If you put the right structure in place, your customers will do what is best.

MR. ELSON:  Let me just follow up on that, Jay's comment --


MS. ROBSON:  Please introduce yourself.

MR. ELSON:  Brent Elson here, Environmental Defence.

We're not proposing command and control over consumer choices in the least.  First and foremost, we think that utilities need an incentive to put in place non-wires, non-pipe solutions where they're the most cost-effective.

And so if you have a principle mandating the incentivization of the most cost-effective solution, that isn't telling consumers what to do.  That is telling utilities what to do.

And, you know, when I was talking about requirements, I think it is actually consistent, Jay, with points that you have raised in previous proceedings, which is if you propose as a utility to put a wires or a pipe solution into rate base, you will not be given permission if there are lower cost solutions and you may be dinged if you failed to look at lower cost solutions earlier on.

So, you know, our comments are focussed on ensuring that utilities have the right incentives, not -- well, frankly, and ensuring that customers have the right incentives, but not forcing customer hands one way or the other.

MS. ANDERSON:  Maybe one last comment and then we will move on.

MR. BROUILLETTE:  Yes.  I would like to talk about this consumer choice for a second.  I think it was Jay that mentioned one of the things that needs to be paid attention to is who pays.

The CME articulated on this notion of desire for consumer choice, and it is one of the driving principles that is on the first page of your presentation.  And the CME said, where are these consumers?  It is not them.  I have spoken to the OCC.  I actually represent them as well.  They don't see why this consumer choice is important.

Everyone cares about lower cost.  Our government right now is obsessed with reducing cost to consumers who have no choice, generally, about these services and things that are coming.

So when it comes to innovations and consumer choice, who pays is, give the consumer the choice to pay, because if there is cool innovations that have some extra value for certain people, well, they can go ahead and pay for it, because they're getting the value and that is all good.

So the beneficiary pays concept I think is very relevant, and then taking care of the regulated base is absolutely imperative with the OEB to make sure consumers get affordable reliable electricity that they are used to and it shouldn't get disrupted.  Thank you.

MS. ROBSON:  Okay, thank you for that.  I will let the OEA give our concluding comment on this.  Waiting so patiently, thank you.

MR. BRESCIA:  Thank you, Lenore.  It is not a comment as much as a question for the team in drafting these principles.

Was it taken as a given and not necessary to address it in principles that in everything that -- pardon me, in everything that the OEB does it has to look out for the public interest?  So when you look at an item like consumer-centric as a principle.

Sometime the interests of a consumer or consumers, plural, may not align with the public interest, but the OEB has an obligation to look out for the public interest.  And I just wondered if it was taken as a given that that is part of your mandate and not necessarily to have as a principle.

Like, for example, you think about an issue of the environment and emissions and things like that.  There is a lot of difficult issues embedded in there that may bump up against consumer choice, and those are starting to develop in Ontario.  So I am just curious what the thinking was in drafting these principles, if you thought that is just taken as a given, that is in everything that we do.  Thanks.

MS. ANDERSON:  That is a great question, and I do think it is fair to say that, you know, the OEB has our statutory objectives, and one of them is to protect the public interest with respect to price and quality of service and all of those other things.

So I don't think that we felt it was necessary to sort of repeat those objectives here, because that should be guiding everything that we're doing, guiding principles, objectives, issues, all of the things should be guided by those.

MS. ROBSON:  And we did conveniently include them on slide 64 for you in the slide deck, yes.

MS. ANDERSON:  Okay.  Well, that was a great discussion.  We really appreciate the input.  I do see there have been a few more comments on Slido, so -- and I think they are more comments than questions for the most part.  Rest assured we will take those into consideration as well, but we have a lot of material to get through, so I think we will move on.
OEB's Role and Approach

Okay.  So now we are going to talk about the OEB's role and approach to sector evolution.  Lenore talked about the general impetus for this work, but how to respond to sector evolution is sort of a big broad question.  So this diagram is intended to illustrate how we think we can get from that big broad question down to a set of more specific problems to tackle.

In September, some of you, including the Industrial Gas Users' Association and the Power Workers' Union, pointed out that responding to sector evolution transcends the current mandate of the OEB.  And so we need to articulate what the OEB's role is in all of this.

We definitely agree, staff agrees that we need to figure out, you know, sort of what slice of this pie is ours to tackle.  And from there, we can better define need statements and specific issues to be addressed.

There is another dimension, though, to this sort of exercise in distillation which many of you raised, and that is the Ontario context.  Lots of other jurisdictions are also grappling with sector evolution and we think it is important to learn from their efforts.  But opportunities and challenges take on different dimensions depending on factors such as the supply mix, the structure of the energy sector, geography, weather, the regulatory context; there is lots of things that, you know, shape how the specific opportunities and challenges present themselves in different jurisdictions.

So in order to develop made for Ontario solutions, we agree that we first need to define Ontario-specific problems.

So here and on the next slide we included a selection of quotes from stakeholders about OEB's role in sector evolution, and the approach that should be taken.

Some stakeholders argued that the OEB should articulate a vision and work towards that end state. Others advocated for a more step-by-step incremental evolutionary approach.

Do you have a question?  No?  Sorry.

And some took this opportunity to remind us that in a time of change and uncertainty, it is important to stay grounded in the OEB's fundamental purpose to protect the interest of consumers.

We were also cautioned to take the time to get this right and maintain sight of the big picture as we move along.

Staff's consultants also had some advice on this front.  And we agree with the point that was raised by London Economics.  We shouldn't presume change is necessary, but rather appropriate investigation is.  And in doing so, as School Energy Coalition noted, the more willing we are to question our long-standing assumptions and revisit all of those things, the better off we will be.

Secondly, we agree with ICF that having a common understanding of what we're trying to achieve and why we're trying to do it before we start thinking about how to get there and who should be doing certain things will serve us as well.

So with all of that in mind, our current thinking, staff's current thinking is that the OEB should aim to keep up with sector evolution, taking a timely measured incremental approach appeared to be supported by a number of stakeholder groups.  And we think that this approach strikes a balance between pre-empting where technology and markets might take us, while not wanting to lag too far behind either, because both getting too far ahead and falling too far behind can have detrimental consequences and cause us to miss out on benefits.

In contrast to the stance or attitude towards sector evolution that the OEB might choose to take, we think that the role of the OEB in responding to sector evolution is largely dictated by its statutory objectives and mandate.

So the OEB protects the interests of consumers with respect to price and reliability, all of those things.  It maintains a financially viable sector.  It sets just and reasonable rates.  It licenses and regulates the conduct of market participants.  So with those functions and objectives in mind, our current thinking is that the OEB should focus on adapting the regulatory framework and removing barriers to markets so that they can evolve.  But we don't think that the OEB should aim to promote or prevent DER, and we don't think that the observe should try to protect utilities and consumers from change.

I want to be very clear about what we mean about that.  We do think it is important to protect consumers from the negative impacts of change as much as we can to mitigate those negative impacts, but we can't stop change from happening.  So we think it is important to focus on adapting.

Maybe I will just pause there, if there is any questions in the room or on Slido.

MR. SHEPHERD:  I just have one comment.  I want to point out that the OEB objectives do not include acting in the public interest.  You don't see those words anywhere.

MS. ANDERSON:  Sorry, you are right.  The interest of  Consumers with respect to...


MR. SHEPHERD:  Is it very important to understand your job is to protect consumers, because there are monopolies given to certain companies.

MS. ANDERSON:  That is a great clarification.  Thank you.

MR. MONDROW:  Oh, sorry, Jay shut me off -- because I was going to disagree with him.

MR. SHEPHERD:  I have been doing that for years.

MR. MONDROW:  Ian Mondrow.  I'm not going to disagree with Jay; I do agree with him.  But I would also point out that protecting consumers has conventionally been interpreted as also ensuring a viable sector, which includes the regulated entities.

So it is all about balancing, which I think your materials capture.

MR. SHEPHERD:  What it doesn't include, for example, is becoming the environmental regulator, which is also part of the public interest.

MR. MONDROW:  Right.  Good point.

MS. ANDERSON:  Right.  That's a really good distinction.  Thank you.

MR. BROUILLETTE:  I have another comment.   So in terms of the role of keeping up, I think that is appropriate.  One of the reasons -- as opposed to leading, one of the reasons it is becoming apparent that the main impetus for why the whole distributed energy resource topic is current is because of the industrial conservation initiative.

Now, the CME has expressed to the government that they should grandfather that program because of the negative effects it is having on class B ratepayers.  So that that is that balancing of total cost and who is getting implicated.

So depending on how all of that pans out, the urgency  and need for even this proceeding may accelerate or decelerate, depending on all of that kind of stuff.  So not being the lead is kind of appropriate; trying to keep track of what is going on is very relevant.

MS. LAKATOS-HAYWARD:  Hi, Kerry Lakatos-Hayward for Storage Power Solutions and OSEA.

In regard to the staff's current thinking, I am a bit worried that the -- it appears the OEB staff is -- I appreciate it is a difficult balance that you have to play in all of the various stakeholders.  But it seems like you are straddling the middle and that by not promoting or preventing DER, I worry that this might come to be a multi-year study project without really any sort of definitive outcomes.

I was hopeful and maybe perhaps building on some of the good comments from Kent at EDF, you know, I believe that there are very good examples, including non-wires and non-pipe alternatives, that really are in the public interest in terms of least cost option, promoting customer choice, sending the right market signals by incentivizing utilities, which I believe this is kind of all of the aspects that we are looking at.

So I have to admit I was just a tad little disappointed -- and I appreciate the difficult challenge that the OEB does face on that.  Thank you.

MS. ROBSON:  Thank you for those comments.  Mike?

MR. BROPHY:  Mike Brophy, here on behalf of Pollution Probe.

Just a comment around scope.  There was a few comments from Jay and Ian and others around the ability of the OEB and the statutory platform, et cetera.

The OEB is not an island and if we -- especially in relation to DER.  And if we start looking at things in finite silos, we won't get to where we want to be.

I think the move to the consumer lens is definitely positive, because it includes the environment that the OEB and the utilities operate within.

One of the worst things that can happen, from a consumer and utility point of view, is the OEB approving an asset that isn't needed, and therefore becomes stranded or, you know, increases cost to ratepayers unnecessarily.

So some of these things, and in particular in the future, it's going to accelerate where that lens has to be looked at with technologies.  If a consumer wants to put in renewables and batteries and not, you know, pay it through the utility, that is part of a potential solution.

So I think it is that broader lens that has to be looked at and not, you know, be constrained by, you know, just some of the other comments that were made.  Thank you.

MS. ROBSON:  Okay, thank you for that.  Kent?

MR. ELSON:  Thanks.  Just a couple of comments.  Kent Elson, Environmental Defence.

You have on here removing unwanted barriers so the market can evolve, and that is good.

Our suggestion is that OEB's role is a lot more expansive than that, in that the Board needs to ensure that it is sending the appropriate price signals.

So removing a barrier could mean, you know, allowing a utility to propose a non-wires or non-pipe solution.  I think that is important, and there are barriers, of course.  But removing barriers isn't enough if, sure, you can propose this non-wires and non-pipe solution, but you don't have an incentive to do so and you are not required to do so.  So removing barriers we don't think is enough.

And in terms of appropriate price signals, the Board is already sending those signals to utilities in what can and can't be included in rate base, so it is the incentives that utilities face.

And from a consumer perspective, these price signals are sent through rates.  And rates should be encouraging efficient use of the system, which often -- but not always -- would mean that it would be encouraging some DER resources that can provide system benefits.  So I think that could be -- is an important aspect of the OEB's role.

Also, just to follow up on Kerry's comments about not promoting or preventing DER.  I think that comment makes sense in a sort of restrictive understanding that you wouldn't want to promote or prevent DER with complete disregard for cost-effectiveness, but you do want to promote DER when it is the most cost-effective option.

And so it is in some sense, you know, a straw-person argument to say we're not going to promote or prevent DER.  I don't know anybody who is just saying we want to promote it in cases when it is not cost-effective, but what we have right now is a system where there are disincentives to DER both in terms of the rate structure and utility remuneration, and there needs to be, you know, appropriate price signals.

MS. ROBSON:  Okay, thanks.  We appreciate that.

I think we will move on.

MS. ANDERSON:  And plough through.  We have got a few more things to get through before we take a break.
Need For Action

So turning now to the need for action.  In addition to Hydro One and London Property Management Association, Environmental Defence also noted that this process is going to be most successful if we identify the problems at the outset.

And we agree that having a clear problem statement is critical.  You need to know what you are trying to do to know if you've done it.

So we did have a discussion, though, about whether "problem" was the best word, since it implies only challenges, and we want this consultation to also be about taking advantage of opportunities.  So for that reason we've called them "needs" statements instead.

But regardless of what word we use to describe it, a clear statement of why we're undertaking these policy initiatives is needed, and we think it can help articulate why at least in our view doing nothing is not an option at this time.

MS. ROBSON:  All right.  Thank you, Rachel.

So on the left side we have tried to identify the specific remuneration opportunities and challenges.  And then on the right side of the table we have proposed a corresponding need statement.

Utilities have always had to weigh options for delivering energy services.  So for example, repairing a pole versus replacing it, or ownership of a CIS system rather than contracting that out to a third party.

So staff's first preliminary statement focuses on the need for utilities to consider all viable and practicable options in order to pursue the most cost-effective lens.

Another challenge of sector evolution is the uncertainty about technology advancement and consumer adoption.  This is making it more difficult to forecast system needs and costs and raises questions about the way risk is managed and allocated today and whether that is going to be sufficient going forward.

Similarly, the regulator itself needs to assess whether the tools we have to assess utilities' plans are going to be sufficient as the sector evolves.

And the third need statement focuses more broadly on the OEB's approach to utility remuneration as a whole and speaks to why this is a separate yet related consultation to the responding DERs initiative.

Irrespective of any sector evolution concerns, we think there is a need to undertake a holistic review of the OEB's remuneration policies.

A renewed regulatory framework has been in place for six years, and staff thinks it is prudent for the OEB to revisit its policy frameworks periodically to make sure they're doing what they are intended to do.

And as part of that review, it includes examining whether the policy framework will continue to be appropriate given the changes that are occurring.

This is consistent with what we heard from stakeholders, including the OEA, Hydro One, and Schools, that we should start with an assessment of the current regulatory framework because, let's face it, we don't want to be addressing 20th century challenges with 18th century remuneration approaches.

All right.

MS. ANDERSON:  The needs statement for responding to DERs -- oh, sorry, we were going to have a little discussion there, weren't we?  I was just so excited, guys.

[Laughter]

MS. ROBSON:  Okay.  So can we stop for a moment and you can either take our wonderful multiple-choice Slido poll and let us know if you think that staff has accurately captured the opportunities and challenges for remuneration.  And then we can get into a more meaty discussion about whether you think the preliminary needs statements are appropriate.

MS. ANDERSON:  Julie, go ahead.

MS. GIRVAN:  Yeah, I just had a question.  You are talking about a holistic review of the current regulatory framework.  How expansive is that going to be?  And is that specifically part of this consultation?  So you are taking a look at the renewed regulatory framework and the way rates are set, the way utilities are rewarded, and you are going to have a complete review of that?  Is that what you are...

MS. ROBSON:  Yeah, and we will get into that in the scope phase, yes.

MS. GIRVAN:  Okay.

MS. ROBSON:  We will detail that.

MS. ANDERSON:  It looks like we have some -- oh, sorry, Travis, go ahead.

MR. LUSNEY:  One thing that I don't see here captured -- sorry, Travis Lusney with Power Advisory.

As it comes to utility remuneration is under at least my view at a high level of utilities rate recovery and kind of drivers on a return on equity point of view, is how non-wires alternatives, especially those potentially delivered by third-party suppliers or through some sort of service agreement, that there's a potential for lost revenue or missing profits for the utility.

So for example, if there is a cheaper option that is less capital-intensive, the utility isn't going to make anywhere near the same amount of return on that investment.

So they are motivated or incented to not pursue that option, even though it is more cost-effective for the consumer in the long run.

So when I kind of look at these opportunities and challenges of the proposed needs statement I don't think we are going down into the depth of kind of understanding that, especially if it is potentially solutions drawn from the existing customer base, whether it is demand response capabilities that already exist in the customers that could potentially be called upon or activated, so not passive responses to rate design, but active responses to the distributor exercising ability in some sort of scheduling and dispatch.

And so you are seeing that kind of conundrum pointed out in New York in terms of providing a higher rate-of-return for non-wires alternatives to reflect the fact that there is less revenue potential or less return potential for those utilities.

I think that is a real poor issue that we are going to face as you start to look at some non-wires alternatives that are viable and actually cost-effective.

MS. ROBSON:  So your proposal, Travis, is that it be better reflected in the challenges that we have identified here?

MR. LUSNEY:  If something is cheaper and the utility makes money on the amount of money spent, they're making less money, and I think it is very reasonable for the utility to not want to go down that path, even though it is cheaper for customers overall.

MS. ROBSON:  We take your point.  I think you will see that reflected later on as well as we get into kind of more of the objectives, the scope, but, yes, thank you for that.

Jay.

MR. SHEPHERD:  I think Travis's question sort of begs the question, because it starts with the premise that we are going to continue to remunerate utilities based on what they spend.

And I had understood your needs statement on a review for remuneration to include on what basis are we going to remunerate utilities?  Is it still going to be spending money?  Is that right?

MS. ROBSON:  That's correct, yes.

MR. SHEPHERD:  Okay, good.

MS. ANDERSON:  Bill?

MR. HARPER:  Bill Harper with VECC.  I guess my maybe my comments are somewhat similar to Jay's in the sense that -- and maybe Julie's in the sense of what is the scope of remuneration.

Because what I am hearing is a characterization of return as profit or gain or something, as opposed to return as being a fair compensation for investment of capital.  If I don't invest the capital, I don't require further compensation.  That opens a whole much wider discussion on remuneration and what even return on equity is supposed to represent.

So I think again it is a matter of characterization and what is the scope of what you are looking at here is important, because the rabbit hole seems to be getting bigger and bigger and that's fine.  But we want to make sure we understand what rabbit hole we are going down, that's all.

MS. ROBSON:  Kathi?

MS. FARMER:  Kathi Farmer with the Electricity Distributors Association and more static.

Lenore, you referred to a slide in the deck that sets out the OEB's legislative objectives.

MS. ROBSON:  Yes.

MS. FARMER:  How is the legislated objective that relates to the viability of the sector worded?

MS. ROBSON:  Let's pull that up.

MS. ANDERSON:  I think it is to maintain -- "to facilitate the maintenance of a financially viable electricity industry", and then it is similar for gas, "to facilitate the maintenance of a financially viable gas industry for the transmission, distribution and storage of gas".

MS. FARMER:  So with that language, I think Travis and Bill are both correct.  And I think there is a pending question from Travis' perspective with respect to what is regulated, that's done by the utility.  And from Bill's perspective, I think there is a question of what's not regulated and do they exist in the same legal entity?  I see that as a very open-ended question.

MS. ROBSON:  Okay.  That's a good point.  All right.  Kent?

MR. ELSON:  Kent Elson, Environmental Defence.  I am making basically the same comment as Travis did, but just to put a different way to think about it.

In your top right box here, you said there is a need for utilities to consider all viable and practical options, which is different than saying that they need -- there needs to be a removal of disincentives to innovative solutions.

That was one of the needs that the advisory committee on innovation put forward.  It is on page 10 of their report, and item 2(a) is remunerate utilities to make them indifferent to conventional or alternative solutions.

So yes, they need to consider them, but in addition to considering them, there needs to be -- there's a problem right now, which is that the disincentives need to be removed.  I think that is consistent with the way I described it what Jay was talking about earlier, regardless of what your new system is that you are moving to, whether -- however you are remunerating utilities, there needs to be this removal of the current disincentives.  That's all.

MR. SHEPHERD:  The advisory committee on innovation was a utility committee proposing utility-side solutions.

I am not convinced by what they had to say.

MS. ROBSON:  Okay.  Let's move back to Kerry and then Tom.

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

I think you captured the whole issue on utility remuneration fairly succinctly, in that it is calling for holistic review.  I think it captures the issues that Travis and Kent had raised.

You know, I believe that there is regulatory innovation that is required to remove some of the utility disincentives for exploring things like non-wires, non-pipe alternatives.

But I think that, you know, if we start sort of knitting some of these various proceedings together, including the work being done by IESO, on what is the future role of the utility and are utilities, electric utilities moving more towards distributor system operator models, they are going to be providing a different -- I mean, obviously similar services today, but there are going to be unique services and additional requirements that they are going to have to provide in the future.

So what is the appropriate remuneration for them?  So is it about what they spend?  Yes, I think that is a factor.  But what services are they going to provide in the future?

MS. ANDERSON:  Thank you for that point.

MS. ROBSON:  Last one from Tom.

MR. LADANYI:  Tom Ladanyi, Energy Probe.

If we're going to expand the scope of what we're doing here into a complete review of the Renewed Regulatory Framework for Electricity, we have to consider what the RRFE has done to the electricity system.

Under RRFE, there is incentive for utilities to cut back on maintenance and to spend money on capital.  You can look through the evolution of all the proceedings, many of the large distributors have gone to custom IR which favours capital, and they're cutting down on maintenance.

The incentive fact is an incentive to cut down on OM&A which is, I think, hurting the entire electricity sector.  If we are going to review the remuneration of utilities, we have to look at proper remuneration and incentives for maintaining the system as it is, and not just spending more money on new stuff.

And currently what we've got is -- the current system doesn't actually work.  That is our estimation.

So we have to really expand into what we are doing here.

MS. ROBSON:  Okay, thanks.  I appreciate that.

MR. GARNER:  Thank you.  Mark Garner, also with VECC, and I just wanted to follow up on something my colleague, Bill Harper, asked.

So when you talk about the term "remuneration", and everybody talks about utilities, of course the Board regulates three types of utilities, right; generators, it sets prices for transmitters, it sets rates for and utilities or distributors.

So when you are talking about this, is the scope of your policy addressing all three of those?

MS. ROBSON:  That is actually a very good point because it is something that we have been thinking about in our minds, and we actually wanted to turn to stakeholders for comment on whether the scope of, you know, utility remuneration should focus just on electricity distribution to start, and then subsequently look at electricity transmitters and natural gas distributors, or should it encompass all three.

We can see the pros and cons to both.  I think taking a holistic view and considering all.  But, you know, at the same time, the issues may be sufficiently different for transmitters and gas distributors that warrant a separate subsequent examination.

MR. GARNER:  That is helpful.  The one I am most interested, though, is generators who you also you set prices for, because they get impacted quite differently, right?  They seem to have a different role as one goes to this type of thing.

So are they also part of that discussion you are having?

MS. ANDERSON:  Ceiran looks like he wants to jump in here.

MR. BISHOP:  I think that there is a difference in generation assets versus heavily linear transmission distribution, gas distribution assets.  So initially our thinking had not gone towards viewing this contributing to payment amounts for OPG, which is the only generation utility for whom we set payments.

But if there are views from the stakeholders about the applicability of these, then we would be interested in hearing them.

MR. GARNER:  Just to follow on Kathi, though, as you look at your mandate and a viable industry, that industry does include the people that you regulate for generation, right?

So don't you by definition have to keep those people inside of your thought process, because you are required to regulate those prices.  And they're part of a currently viable industry, right?

MS. ROBSON:  That's a good point.  We will take that back and think about that.

So in the interests of time and wanting to stay consistent with the agenda, we are going to break now for 15 minutes and you can grab some refreshments in the adjoining room.

By all means, the conversation is not over.  You have the subsequent written comments.  You can include things on Slido and we will pick up after the break.  Thank you.
--- Recess taken at 10:46 a.m.
--- On resuming at 11:02 a.m.

MS. ROBSON:  We can get started.

MS. ANDERSON:  If I could just get everyone to take their seats, that will be great.  I think we will get started again.  It looks like we are missing a few people.  So maybe I will...

MR. GARNER:  They don't get a vote anyway.

MS. ANDERSON:  Yeah.  All right.

Okay.  So I was so excited before the discussion about the remuneration needs statements I wanted to dive right into the needs statements for responding to DERs.  So finally, after much anticipation, here we are.

The needs statements for responding to DERs were intended to capture sort of two sides of the same coin.  So the first side is that we know consumers are adopting DERs for their own reasons and to meet their own needs.

Ten years from now DER adoption in Ontario could be marginally higher than it is today or certain kinds of DERs could be completely ubiquitous across a number of different customer classes.  We don't know what the future will bring.

And while we know that provincial and regulatory energy policy choices can influence the pace of DER adoption, they're not the only factors.  We also know that price and customer preferences and customer expectations are also important drivers, which means that we don't necessarily have the same kind of control over DER adoption that we've had in the past over other kinds of energy infrastructure investments.

That being the case, the first needs statement is about the need to reflect consumer adoption of DERs really to reflect the choices that consumers are making about how they consume energy to reflect that in system planning and design so that reliability is maintained or improved, so that assets are right-sized and optimally used, and so that ratepayers are not facing higher than necessary costs.

The other side of the coin is that DERs present an opportunity for utilities.  The proliferation of DERs is putting new options on the table for the delivery of energy services in a manner that is efficient and reliable and cost-effective, as Lenore just discussed, in pursuit of the most cost -- sorry, cost-effective solution we want utilities to be considering all viable options, and we think leveraging DERs can be one of those options.

While we anticipate that this will be a key focus of the remuneration work, we also believe that remuneration is not the only aspect of enabling non-wires or non-pipe solutions.  For example, if a utility is going to rely on a third-party solution to fulfil a system need they need to have the same level of confidence that that solution is going to meet the need as they would if it was their own.

So to complement the remuneration work we think that the responding to DERs initiative should consider the mechanics sort of utilities leveraging DERs to meet system needs.  That would include maybe the cost-benefit assessments, the planning processes, the roles and responsibilities, the rules and requirements, those kinds of things that are needed to support these arrangements.

And finally, the third needs statement is about recognizing that customer adoption of DERs and utilities leveraging DERs are not mutually exclusive, they're interrelated, and the more coordination and information-sharing there can be, we can better optimize the benefits of that DER integration for all consumers, both those who adopt DERs themselves and ratepayers more broadly.

So I will pause there for some discussion.  Any reactions to the proposed needs statements for responding to DERs?  Sarah?

MS. SIMMONS:  Sarah Simmons with Power Advisory.

So I appreciate the emphasis on planning.  However, the emphasis here also seems to be on self-supply and behind the meter only.

I am wondering if the OEB should also include front of the meter applications that are developed either as a non-wires alternative or respond to another system need, so for example, a resource adequacy need.

IESO conveniently yesterday held a technical planning conference, included regional planning in their discussion.  So I think it is appropriate to include not just behind the meter applications -- I don't think that was deliberate -- but also put the emphasis on potential front of the meter applications.

MS. ANDERSON:  Yes, absolutely.  In the second objective where we talk about utilities leveraging DERs, you know, one could be leveraging DERs that are not their own, but it also could be leveraging DERs as a sort of in front of the meter utility solution.  So definitely trying to be agnostic there, I guess.

Bill.

MR. HARPER:  Bill Harper, VECC.  I was looking at the first one, which is that consumers are adopting DERs to meet their own energy needs, and the proposed need statements leads me to focus on the utility side, like how to impact the utilities planning.

I guess the other issue, though, is if consumers are adopting DERs, what does that do in terms of, you know -- and maybe this covers off some of the other initiatives the Board has going on right now in terms of what does that mean in terms of how they're interacting with the utility when they're seeking to connect, when they're paying rates.  You know, does this -- you're looking at it from the utilities perspective, it seems to me, is there is also from the customer's perspective when they're doing this, are there challenges there that -- or problems there that have to be addressed because they're bringing something different to the system than -- putting different demands on the system than what a normal just load customer would.

MS. ANDERSON:  Yeah, that's --


MR. HARPER:  I don't see that reflected here, I guess is what I was saying.

MS. ANDERSON:  Yeah, no, that is a great point.  We will take that back and see if there is a way to better acknowledge that.

Oh, sorry, Shelly and then...

MS. GRICE:  Thank you.  Shelly Grice, representing AMPCO.

Just looking at the proposed needs statements and the thinking that opportunities and challenges inform those needs statements, one thing that struck me was that challenges are missing from this slide, in terms of, what are the challenges of DER?  And then how would the needs statements respond to those challenge?

Just thought that needs to be part of the discussion as well.

MS. ANDERSON:  Yeah, that is a great point.  Challenges such as maintaining reliability, is there integrated, and those sorts of things should be explicitly reflected there.

MS. GRICE:  Thanks.

MR. PEPPER:  Steve Pepper, representing OSPE.  I just wanted to emphasize a comment I made earlier, that concept of consumer as a download customer only, not a consumer that represents somebody absorbing grid capacity in whatever, and, you know, upload customers on the Internet happen very, very quickly once they have that capacity.  And I expect we're going to have upload demand from people that we would traditionally consider as download customers equally as quickly as these technologies adapt and get used.

MS. ANDERSON:  That's great.  Thank you.

MS. ROBSON:  Okay.  Let me go back to Marc.

MR. BROUILLETTE:  Marc Brouillette.

MS. ROBSON:  Marc, could you introduce yourself?

MR. BROUILLETTE:  It's Marc Brouillette, representing CME, as well on this front... [mic not activated]..

So on the issue of customer... [mic not activated]..

MS. ANDERSON:  Go a little closer.

MR. BROUILLETTE:  On the issue of customer value I think a couple people put some emphasis on the poll.  It is whose value and value of what?

You heard me articulate earlier that, you know, a predominant concern is cost reduction.  That is a measure of value, and it is for everybody, as opposed to just the value of the people that have put in the DER.

So there needs to be some clarity around --


MS. ANDERSON:  Value for who?

MR. BROUILLETTE:  Yes, thanks.

MS. ANDERSON:  That's great.  Marc, you made me mindful before we have other comments, we did have a Slido poll on the remuneration, and it seemed that there was some support there, but I also wanted to let people who are participating remotely know that we do see your comments coming in through Slido, and even if we don't get a chance to address all of them because there is some lively discussion happening in the room as well, there is a record of that, and we will take all of those comments back and circle back to you on any questions if that is needed as well.

Okay.  Sorry, who was next in line?  Kent?

MR. ELSON:  Just a quick comment.  Kent Elson, Environmental Defence.

A lot of these comments are reflected in the issues, but not in the needs statement.  Maybe that doesn't matter.  But it is as much as a need as it is an issue to ensure that you are sending the right price signals, that you are removing disincentives, and that you are accounting for all the cost and benefits.

And so I am not really sure the future of where these needs statements go.  And if they're going to be setting the scope or otherwise limiting discussion in the future I think it does matter and you would need to have needs statements that clarify that there is a need for removing disincentives, for accounting for the benefits of DERs, setting the right price signal, so on and so forth, but I will leave that to you folks to consider.  Thanks.

MR. SHEPHERD:  Perhaps following on on that, in the first of your needs statements which, as has been pointed out, refers to the utility side, there is another side to that, and that is:  What is the continuing cost responsibility of customers when they reduce or change their reliance on the grid.  I think that is an important need that you have to address:  Figuring out exactly what the principle is that you apply to that cost responsibility.

We have a potential that there is a game of musical chairs here, and some of us are advising clients to be careful not to be the ones left holding the bag.

MS. ROBSON:  Thanks for that, Jay.  Mark?

MR. GARNER:  I want to take a little bit of an issue with what I've heard before about that consumers are different types of people from the gentleman down the way.

One of confusions when I listen to this is it seems to me there are three parties here.  There are consumers.  They consume power.  There are producers of power, whether distributor energy and people who are OPG.  And then there are people who move power, the transmitters and generators.

It seems to me when you are looking at these challenges and benefits, you have to use that pair of glasses, because you have to ask yourself for the people who consume the power, what is the issue here?  For the people who make power, what is the issue here?  And the people who move that power, what is their issue here?

It seems to me that is a more concrete framework of the people who have interests in all of this, right.  Each one of those parties has an interest in what your policy is about, and it seems to me that is a more clear framework to look at this through.

MS. ROBSON:  Okay, thank you for that.

MS. ANDERSON:  Sorry.

MR. PEPPER:  Just to respond to that, that is a very traditional framework which I don't think will hold up in the future.

People are going to be equal consumers and producers of power.  Timeframes will be shifting, demands will be shifting.

So I think that the technology and the expectations are going to overwhelm that sort of very historical sort of traditional thing, at least from a distribution perspective.  Maybe not in a transmission or a centralized generation perspective, but that is the issue that we're seeing in other jurisdictions.

MS. ROBSON:  Thanks, Steve.  I know we know who you are.  But can I remind everybody to introduce their selves and who they are representing for the purpose of the transcript and those on the phone.

We'll move back to Kerry.

MS. LAKATOS-HAYWARD:  Hi, Kerry Lakatos-Hayward with Storage Power Solutions.

I was trying to get in before Steve, because he kind of stole my thunder.

But, yes, to the last comment, we are looking at a changing grid distribution and I believe that there is no longer going to be just a clear consumer versus a clear producer.

You are going to have, you know, entities or customers, consumers that are both consumers and producers and there is obviously the locational aspect and the time element that we have to keep in mind.  Thank you.

MS. ROBSON:  Good points, thank you.

MR. GARNER:  Before I become the dinosaur as I have been told in the room, it is clear that people can produce and consume power.  That is what putting a solar panel on your house is.

The simple point I am making is that may mean they would have two different types of interest.  They still have an interest about the distribution of power, right?  They may want to get that power off their solar panel and move it somewhere, or they may not.  They may want to use that for their own consumption.

They are producing something, but they also have an interest maybe in moving it someplace.  And that seems to me that the people who move it may not be the people who produce it and consume it, right.  That is just the way the system works.

It doesn't seem to me the physics of anything is changing.  It isn't like we're going through telephony and we will actually going to transmit differently and that.  But the physics are going to stay the same.  You have to produce power.  You have to move power.  I guess you could move it through the air, but generally you have to use wires to move power, right.

MS. ANDERSON:  In the corner.

MS. KALAPOS:  Hi, it's Gabby from the Clear Air Partnership.

I was just wondering if you could help me understand how the movement towards virtual net metering and the definition of utilities in that slide would be factored together on that one, because right now we actually have a system where there's the traditional utilities and then the consumer who is producing power on their own property or doing anything like that.

How would virtual net meeting, once decisions are made along those lines, actually fit into that, those boxes?  I was just curious.

MS. ANDERSON:  I think that kind of depends on what decisions are maybe made around virtual net meeting, and that is outside the scope of this consultation.

MS. KALAPOS:  That's the part I am struggling to understand.  How could a distributed energy resources discussion and consultation not factor something like -- as integral as that into the conversation?  I am just struggling to wrap my head around that.

MR. BISHOP:  I think it would factor in what is permitted under virtual net meeting when those changes get made.  But I think in terms of -- we know that VMN requirements are laid out in regulation, and the OEB is obliged to follow and adhere to that regulation.

So I think simply the logical sequencing is not that we can necessarily inform what is in 541, but whatever is in 541 will inform what we do.

MS. KALAPOS:  Okay.  That would be incorporated into the definition of a utility, based on what the rules are?

MR. BISHOP:  To the extent -- if it did alter what a definition of a utility was, yes.

But I think whenever we talk about the integration with legislative requirements, with directives, with any of those instruments, of course they're going to be part of the landscape that we have to consider.

MS. KALAPOS:  Okay, thanks.

MS. ANDERSON:  Okay.

MS. ROBSON:  Travis?

MR. LUSNEY:  Travis Lusney with Power Advisory.

Just tying that into a little bit more commentary on Mark and Jay's point, I do think for that proposed needs statement and as it relates to consumer value, I think it is important as to Jay's point to recognize, you know, how individual customers should be treated from maintaining the value of grid connection while changing their electricity consumption.

So the example of a customer installing behind-the-meter solar to reduce the amount of energy they need to draw from wholesale markets or from the grid on a longer term basis, but still paying their fair share or some sort of fair share to maintain that grid connection.

But at the same time, when you start to gather many of those customers together from a planning perspective, how utilities look at their system and see the impact of that on maintenance, sustainable capital and future capital spend to make sure it is accurately reflected.

So on an individual basis, you might look at the system and say, okay, you have solar generation, but I still need to be able to keep some capacity for you, and that doesn't work the way that you expect.

But I can't then apply that to a group of 1,000 customers and assume that solar will all be not available at the same time.

I think that is going to be a real difficult shift both in rate design, but also in planning and kind of rate basing/spending decisions by the utility.

MS. ROBSON:  Yes.

MR. SHEPHERD:  Travis has raised the near term question of what is your responsibility for the grid.  But there is a longer term, and that is what if you exit the grid entirely right now?  You exit, you are gone, and you don't pay anything.

But that is not necessarily going to continue.  And people have talked for years about whether if you exit the grid, you still have a responsibility to pay for it.

And that is something we're going to have to grapple with at some point.

MS. ANDERSON:  Those were great comments.  Thank you for the feedback.

I think what I am hearing -- and I think this is maybe true of the remuneration feedback as well -- is that we tried to very concisely get to what we think the need is and it would maybe be beneficial to add some more specificity for all of them, and be a little bit clearer and more pointed about what we're talking about.

We have one final comment here?

MS. ROBSON:  Lynn, perhaps you can come up beside Bill and use that microphone.

MS. WILLIAMS:  Lynn Williams, Electricity Distributor Association.

I just wanted to cycle back to our discussion that we had before the break around scope.  We were talking about distribution, transmitters and generators.

In light of the discussion that we just had, I just want to keep in mind that you are hearing that a consumer could be a producer, et cetera.

So I think that we should enter this discussion with some kind of caution, because the upstream/downstream effect on, let's say, distributors from transmitters, et cetera, or from bulk transmission is something that we consider every day.

So you've got a real fluid market space right now and we have just heard this kind of discussion.  So keep that in mind.  To separate them artificially may not necessarily be the most holistic way as we enter into these discussions.  Thank you

MS. ROBSON:  That is a great point, thank you, Lynn. With that, I think we will move on to the objectives.  Mic is not working.

Did they steal the batteries from our clickers for that microphone?  Can you do it for us?  All right, great, here we go.
Objectives

So stakeholders identified a large number of potential objectives for these consultations, some very overarching and others more specific.

But they seem to identify the same goals to be working Towards.  In some cases, though, they diverged on what the achievement of those goals should look like.

So Rachel and I have attempted to group all of your suggestions and we landed on the following ten categories shown on this slide and on the next.

So the buckets are providing value for consumers, controlling costs, minimizing stranded assets and maximizing asset utilization, developing a common understanding of the relevant costs and benefits in Ontario, signals to encourage efficient investment, information sharing, more coordinated planning, competition, and finally, roles and responsibilities.

And this is staff's current thinking on the objectives for utility remuneration and responding to DER initiatives.

Our preliminary thinking is that there are two overarching objectives for both policy consultations:  To strengthen utility focus on cost-effectiveness, which is consistent with the goal of continuous improvement, and improving the value proposition for consumers.  And the second objective is with respect to customer choice not negatively impacting others.

We recognize that some customers want choice, but we also recognize the value of a broadly-funded energy system that provides access to all consumers.

So jumping down to the utility remuneration specific objectives.  When executed properly, incentives should align utility and ratepayer interests and result in the desired outcomes.

And as many stakeholders have pointed out, there are a growing number of alternatives to wires and pipes.  So when utilities are planning their systems and identifying the most cost-effective solution, we want to ensure they consider all viable options.

MS. ANDERSON:  And with respect to responding to DERs, the preliminary objectives are intended to convey that DER integration should happen or DER adoption should happen when, where, and how it can make all Ontario energy consumers better off; in other words, in a way that increases total welfare in an economic sense.

We don't think that this initiative should just result in sort of shifting costs and benefits around amongst consumers.  There should be a net benefit to DER integration.

And clearly, within that minimizing stranded assets I think is part of -- a big part of achieving that first objective.  We heard a lot of comments about avoiding stranded assets in the September meeting, but given how strongly that point was emphasized by stakeholders, we thought it was worth calling out as a separate objective.

So any thoughts or reactions on the preliminary objectives?

MS. WHARTON:  Hi.  I'm not tall enough.  Sorry, just as a response to what you --


MS. ROBSON:  Could you introduce yourself?

MS. WHARTON:  Hi, sorry, I am Karen Wharton from Great Circle Solar.

I just wanted to follow up on the comment that was made of the concept of DERs being integrated into the system on a holistic basis in which they are beneficial to the entirety of the system.

So is that what we're talking about here, actually?  We're talking about central planning as it relates to DERs?

MS. ANDERSON:  Sorry, that is not necessarily what I was trying to convey.  I think what we were trying to get at with this objective is that, as people have raised, if you give the right signals, if you give the right price signals and the right information to people, then hopefully as consumers adopt DERs for their own reasons it is happening in ways that is either beneficial for the system or if it's adding a cost, then perhaps they need to be responsible for that cost instead of everybody else bearing that cost.

So -- and then also looking at utilities taking advantage of DERs that are there, planning in a way that is responsive to the fact that they exist so that, you know, we can right-size utility systems and operate the system in a way that is efficient in light of the resources that are there, both the ones that maybe are part of some central planning exercise and potentially ones that are arising from consumer adoption as well, if consumers choose to sort of participate.

MS. WHARTON:  So does the OEB see this engagement and their role with relation to DERs as a way to help utilities facilitate the -- the fact that DERs exist and how to integrate them in a beneficial way and incentivize utilities to integrate the existence of DERs and DER businesses to benefit the grid?  Or is the OEB actually thinking that it is looking at ways to regulate DERs?  I wasn't following.

MS. ANDERSON:  Ceiran, did you want to jump in on that one?

MR. BISHOP:  Well, I don't think we are looking at ways to -- I mean, there are licenced requirements for DERs over a certain size.  But really, this is about understanding utility services and the set of requirements that might be for -- might apply for providing the right incentives for customers to do things, providing opportunities to harness benefits when DERs are being put in place anyway.  It really is really focussing on the utility side of the service while at the same time understanding that DERs can bring value to the system in certain circumstances and then they may also have negative consequences in other circumstances if in fact they're not well-located or they're driving towards a different -- they're serving a more narrow conception of need, like meeting a certain customer's requirement.

I don't think we are looking to regulate DERs so much as to understand how utility services and how expectations and requirements can be put in place to help gain efficiencies through their activities.

MS. WHARTON:  Right.  [microphone not activated].  Somewhere we need to have the objective that utilities are properly incented to work with DERs and integrate DERs and not compete with DERs, because that reduces the ability for capital to be invested, to have actual strength of the market by having -- if they're competing with the DERs, right?

So the idea should be that we should be incenting utilities to work with DERs and utilize that to the advantage of all consumers.

MS. ANDERSON:  We had a couple of hands go up, so maybe Julie and then Jay and then Tom.

MS. GIRVAN:  Yeah, I am just struggling with this idea of -- I sort of get it at a high-concept perspective, but the utility incentives are effective at encouraging greater efficiencies and cost-effectiveness.

Can you explain to me from a practical perspective how that would work?  So you've got the current sort of cost of service, performance-based regulation model that we have now.

What would change to create utility incentives that are effective at encouraging greater efficiencies and cost-effectiveness?  I am just looking at a practical -- from a practical approach.  Where do you see this moving to from the current regulatory regime to something different?  In my mind I can't exactly see how this would work.

MR. BISHOP:  I mean, I think we're trying to express generically the idea that there are explicit and implicit incentives in it within any regulatory framework, within any regulatory regime, and one of the ones that I think people talked about earlier today was the idea that utilities may have a preference for capital-intensive solutions.

So if the idea was that -- and they may have preferences for traditional solutions because their dimensions are known from engineering perspectives, performance, et cetera.

So in order for incentives -- if we were to look at how to change incentives to make sure the utilities open the envelope of what it is they consider when they're planning, and that they have an equally strong incentive to pursue something that is non-traditional or a non-wires alternative as they do -- as they have a preference today for, for traditional poles and wire solutions.

The idea is we want to -- what are the incentives that are actually going to equalize the power of -- or the preferences for utilities for one kind of solution rather than another.

MS. GIRVAN:  That is really my question.  So can you give me some examples?

MR. BISHOP:  Well, one might be altering what activities attract a return.  So is it purely on the basis of capital that a utility earns a return or is it on the basis of some other activity or some other function?  Or some other pursuit of another kind of outcome?  Is that helpful?

MS. GIRVAN:  Yeah.  I mean, I hear this over and over again that we have to create incentives for utilities.  But from my perspective I haven't really heard some sort of concrete examples of how this would be done that is different than today's rate base kind of building model.

MR. MONDROW:  Julie, one way is to allow utilities to invest in O&M or non-capital solutions, but create a regulatory asset.  Put it in rate base and earn a return.

Another solution is to give utilities a revenue envelope with an extended period of time but allow them to allocate their resources in whatever way they want, assuring their revenue, which allows them to increase earnings, more like a traditional rate plan.

MR. GARNER:  Another one is DSM.

MR. MONDROW:  I didn't use that one on purpose.

[Laughter]

But, I mean, other jurisdictions have developed specific ratemaking options for that.  Those are the two general buckets, as far as I am aware.

MS. GIRVAN:  My only concern is, yeah, I mean it is he you get down to the brass tacks, what are we really trying to do, because you do have a traditional role for utilities, and you have a compensation system in the context of that traditional role.

So is it going to be all about DERs now?  It is just again -- maybe it is a scope issue from my perspective.  But you can create incentives in order to facilitate and encourage DERs but then you have to balance that in the context of the broader sort of way you regulate, right.

Because there's other things utilities do and there's other things you want to try to get them to do, other than just facilitating DERs.  That's all.

MS. ANDERSON:  We have Jay, and then Tom next.

MR. SHEPHERD:  I read this objective slightly differently.  I read it as our primary objective is to protect the utilities and their status quo, and allow competition in the marketplace only in a limited way because competition is too messy and not everybody wins.

So for example, you say customer choice does not negatively impact others.  Well, the competitive markets have winners and losers, and you can't achieve that objective if you allow the competitive markets to work.  Yet we know that in some circumstances, the competitive markets do a better job than a regulator in making sure economically efficient results are achieved.

So it seems to me that this whole section here has a bias towards the status quo and towards protecting utilities, and insufficient recognition that customers should have a chance to make their own decisions and optimize their own situation, and that your job is to make sure that that happens.

MS. ANDERSON:  That's great feedback.  I don't think that was our intention.

MR. SHEPHERD:  I am sure it wasn't, but that is what it reads like.

MS. ANDERSON:  No.  That is good feedback to hear and I guess I would say that I think these objectives are also focussed on the activities the OEB regulates, which is typically not competitive.

I am not saying -- we're taking your feedback back and we will think about it.  But when we're thinking about the, you know, the activities that are regulated, those are typically not competitive.

MR. SHEPHERD:  Your sole job is not to protect the utilities, though.  Before that in your objectives is protect the customers.

MS. ANDERSON:  Yes, right.  Okay, Tom.

MR. LADANYI:  Tom Ladanyi, Energy Probe.  What I don't see mentioned here is reliability.  From the perspective of the vast majority of customers out there, they want -- reliability is very important.

They want to turn on the switch and they expect the lights to come on.  They want to press the button, and they want the elevator to work.  So reliability is important.

There is a potential that if DER integration is not done properly, reliability is going to suffer. And we should not assume that it is all going to be good.

So I think our primary objective is to maintain, at least maintain current reliability levels and possibly even enhance them.  But we have to be aware that if this is not done right and DERs are put in the wrong place on the grid, they could have a detrimental effect.

MS. FARMER:  Kathi Farmer with the Electricity Distributors Association.

Rachel, I would like to take you back to something you were talking about four or five minutes ago, just to double-check if I understood you correctly.

Did I understand you to imply that a stranded asset would be triggered by a consumer choice that could either reduce or eliminate their load?

MS. ANDERSON:  I think that's a possibility, that consumers can make choices that can result in -- if not stranded, then perhaps significantly under utilized assets.

MS. FARMER:  So if the triggering word is a reasonable word to use, is there a risk that the thinking could be that the trigger is responsible?

MS. ANDERSON:  I see what you are saying.  Whereas the sort --


MS. FARMER:  I want to make sure I am not misunderstanding.  And then if that is a possible outcome, then I am starting to think that what Jay said about the status quo somehow having more longevity might be a possible outcome of such a situation.

MS. ANDERSON:  Okay.

MS. FARMER:  Am I over-thinking things?  Did I misunderstand you?

MS. ANDERSON:  No, no, I think that is good feedback.  I don't think we carried the thought down to the level of which specific customer choice triggers or results in something versus thinking of broadly choices made by customers.  So we will take that back and try and think that through a little bit more.

MS. FARMER:  Then the other question is about stranded assets.  I am going to sound like a broken record, I know that.  Has there been any analysis done behind the scenes at the Board about the financial consequences to LDCs?  I am the EDA, I am asking about LDCs in particular, about the financial consequences to LDCs of differing levels of stranded assets.

And from the Board's perspective, what kind of actions the LDC should be expected to put into place versus when you hit that cut over point and, yes, it becomes part of the regulator's provision of good regulation as well.

Any thinking along that line?  Any work?

MS. ANDERSON:  I am going to punt one that one to Ceiran.

MR. BISHOP:  Well, I don't think we have done -- I don't think we have -- I am not aware of a data set that we have that would allow us to assess today what level of -- what quantity of assets may be at risk of stranding.

I think what we do know is that over time, as you see more customers self supply, the aggregate risk is going to increase.  But I don't -- but we haven't done any specific analysis today to understand where we are, in terms of asset utilization and how different levels of penetration might change that utilization.

I mean, so we haven't done any specific analysis.

MS. FARMER:  You haven't done any analysis based on the data at hand.  And am I understanding you correctly that it hasn't been analyzed using hypothetical scenarios either?

MR. BISHOP:  Not to date.  It doesn't mean that it wouldn't be an appropriate activity as this initiative proceeds.  But to date, I don't think we have looked at -- no, I know we haven't looked at that.

We do know that there have been a number of proceedings over the last five years or so looking at under utilized assets, particularly in one or two cases, I can think of transmission assets that were put in place and that subsequently where the loads didn't materialize.  Those are more sort more at the level of an anecdote than a systematic study.

But it could well be given our requirement to consider financial viability of the sector, that that would be something that informs our approach to understanding the stranding issue and how pervasive it may or may not be.

MS. FARMER:  I am guessing that's something that would come back to the discussion when we're more into the scoping of the issues statements?

MR. BISHOP:  Respectfully, I might say that might be a little bit more granular than we were aiming for today.

This sounds like quite a specific task, and I am not sure we were really aspiring to understand particular work tasks at this point so much as understanding the scope of the work and the issues at hand.

Certainly stranding, given the level of discussion we've had already today, seems to be very much an issue in people's minds, and I think you'll also see it in our materials reflected later today.

MS. FARMER:  So one last question.  I don't want to hog the floor too much.  But with respect to being able to assure that the Board is supervising a financially viable industry, are you going to provide us with -- as Julie was asking -- examples, or criteria, or objectives, or some further more granular, to use your word, understanding of how the Board achieves that objective?

MR. BISHOP:  Sorry, can you ask -- what was the question?

MS. FARMER:  Well, this is about financial viability Generally, not just stranded assets.  And at this time of change, can we expect that the Board is going to provide more precision?

MR. BISHOP:  Well, I mean, on an annual basis, utilities file their triple R, and there is an annual review of the financial performance of utilities.

And I think we have actually spent quite a bit of effort over the last couple of years making sure that all utilities file that financial information on a consistent basis, so we can understand how utilities are performing.

Those sort of results drive a lot of analysis internally, including questions around deferral of rebasing activities and other things.

So I think there is monitoring of financial viability of individual utilities.

MS. FARMER:  Yes.

MR. BISHOP:  At the same time, our objective importantly is about the financial viability of the sector.

MS. FARMER:  Thank you.  Let me think on that.

MS. ANDERSON:  We have somebody at the mic back here and then I saw, one, two, three four hands.

MR. IP:  Hello, my name is Kennan Ip and I work for the transmission planning group at the Independent Electricity System Operator.

As a general comment, I heard a lot of comments this morning, a lot of challenges, some potential opportunities, that I really resonate with.

So before I get started, excuse me if I am going to ramble off a bit.  I also heard a mention about the technical planning conference that we hosted yesterday, so I'm going to just start off by introducing for a brief moment if I can take your time on what the Independent Electricity System Operator does in terms of planning.

So it is within our core mandate to take a look at the bulk system planning as well as regional planning in the province.  We do that by assessing needs, which is based on forecasted demand requirements, and we also take a look at all of the various options needed to address the -- can most economically address those needs.

So we take a look at transmission.  We take a look at generation.  We take a look at energy efficiency, whatever is a possible solution, whatever is the best package that provides greatest value to the consumer is what our core mandate is striving to do.

So in the electricity planning, though, there are identified three categories of planning.  So I mentioned bulk.  I mentioned regional.  What I did not mention yet is distribution planning.

So within our mandate we don't cover off distribution planning, but we do recognize that there is certainly an overlap between distribution planning, regional, and bulk.

So one of the overarching objectives of yours that I just wanted to comment on that we fully support is ensuring that we're really ensuring that there is overall value to energy consumers.

That is part of a core of what we do.  So as part of a planning exercise what we try to do is when we identify regional need and what are the possible solutions to addressing that need, we are looking at all of the various options.

And the coordination aspect to distribution planning, to -- the conversations are probably very relevant to this room right now -- is how are DERs going to be considered as part of that feature?

Now, for anyone that did attend the presentation yesterday, my response was:  I don't really know.  We don't have a silver bullet to solve this problem, but the near-term actions that we're really striving to do is better understanding the total value of a DER.

When the DER gets installed on a system, and as people have already mentioned today, the system is all interconnected.  So there is going to be value represented in all of those different levels of needs that can arise.

So our focus is ensuring that we identify those different value streams.  We can do a -- our job is primarily focussed on seeing what that value exists on a bulk system, what value exists on a regional system, but on the distribution side that is really about the coordination.

So I think the objectives identified here are very well-aligned.  I think there is lots of opportunities to see how we can support the -- each other's objectives and improve that coordination in between, but I really think a lot of the challenges that I have been hearing in the room really points to the fact that you can't look at it in isolation.  It is coordinated.  How are we going to do that?  How are we going to do that better in the future is the million-dollar question, but looking forward to see where this particular initiative goes and pushing that forward.

So just a comment.  Thanks for that long ramble.

MS. ANDERSON:  Thank you.

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

Just the one comment, because I think it has been overstated, although I understand exactly where it's come from, the concept of avoiding stranded assets.

I think -- I don't believe anybody is suggesting that we should retain an asset even if it resulted in higher costs or poorer quality or lower safety standards.  There are many types of assets that, you know, have lots of economic life left, but they're just obsolete from a perspective.

So I think, you know, if that becomes the mandate, we end up, you know, preserving existing investments and status quo where that shouldn't be the case.  That conflicts with, we shouldn't be biased.

I understand certainly, you know, that proponent that is invested in that absolutely wants to avoid that stranded asset, but from a regulatory perspective I think we should be somewhat indifferent, particularly that's a business risk, and I think we should encourage the best technological solution for the need, and the owners of those assets make those investment decisions on the understanding that technology may supersede that well before its lifespan.  So...

MS. ANDERSON: 
[Mic not activated]...  Okay.  I just want to say -- Jay, I know you are dying to jump in on that one.  I just wanted to note that we did also have a comment on Slido about stranded assets that maybe being a little bit more targeted about what we mean, uneconomic -- I can't remember, but adding some more specificity there, and that seems to be a theme in a few places as being a little bit crisper and more clear about what we mean in some places.

MR. SHEPHERD:  Stranded assets, actually, we're treating as if it is one problem.  It is actually two different problems, I think.  Jay Shepherd, School Energy Coalition.

We're talking about the back end of the stranded asset.  What do you do if you have a stranded asset?  Who pays for it?  And the suggestion is that the utility has some risk, and believe me, I would love if that were true, but it isn't.

So that's the back end.  But what we need to focus on, I think, is the front end of stranded asset, and that is, do we need to change how we assess utility spending proposals, capital spending proposals, to make sure that we don't have stranded assets in the future?

So things like putting a gas distribution pipe in the ground that we're going to have to pay for for 40 years, don't we have to think, well, 40 years from now are we going to have a carbon-free economy?  Do we really want to spend this money on pipe today, because we're going to be paying for it when we're not using it any more, and similarly with wires and many other things.

So that part of stranded assets, the front-end part of looking at how we consider utility spending proposals, remembering the utilities are incented to spend more on capital because they make more money.

So I think that you should be addressing that as part of this process.

MS. ROBSON:  Okay, thank you for that, Jay.

MR. BISHOP:  Maybe -- and I think we are, and I think we plan to.  And maybe one place I could point it out would be on slide 25.  And I think that -- so in the middle we talk about the need for regulator to continue to have appropriate information and tools to assess utility proposals.

I would kind of see the -- see the -- see the kind of thing you are pointing out here as subsumed within that, that it involves understanding how uses can change, how adoption rates of different technologies can change the system needs in the future.

And there is really -- there is also a different -- we need to also move away from the belief that load is always going to continue to grow.  And some of the more fundamental assumptions that have always been -- informed planning in the past.

So I would say we do have those things in mind when we think about trying to avoid stranding through better planning rather than simply dealing with stranding once it occurs.

MR. SHEPHERD:  I take your point, Ceiran.  I guess my point is everybody who talked about stranded assets so far is talking about the back-end problem.

MR. BISHOP:  Right.

MS. ROBSON:  Okay.  Mark?

MR. GARNER:  So if I can bring it back to your slide, and I have to say I agree with what Jay is saying and I am probably saying somewhat the same, and I actually agree with what Steve is saying, which is ultimately innovation causes creative destruction, right?  That is how innovation occurs.  And anybody who still uses a twisted pair of telephone cables knows that that is how innovation happened, right, destroying that industry, basically.

But I want to go back to the utility remuneration point you have as one of your things there.  One of the things that seems striking to me, and it is a different way of looking at what Jay is saying.

The difficulty also with these type of things is that the utility has and you don't have here an obligation to maintain the reliable and safe operation of the distribution system.

And of course, the way Jay putting it about putting pipe in the ground, but it also comes down to the last customer at the end of the line who still needs the line still has to be delivered the line according to the Board's mandate, and the Board can't kick the last person off the line.  So the Board has an obligation.

So it has to balance that obligation, right?  And one of the reasons we have cost of service isn't because it is so financially beneficial to the utility, although it is, but it is because it creates the incentive to keep that system safe and reliable.

And so when you have their remuneration and you are looking at what you are going to replace it with, you still have an obligation that they invest in assets to keep the system safe and reliable.  They have to do that, right.

And that balance needs to be, it seems to me there, you can't come up with a system that says, well, maybe they will invest in a thing or maybe they won't invest in a thing, we don't really care.

Well, you do, don't you?  Don't you care the last customer who you are obligated to make sure they have safe reliable service gets it?

MR. SHEPHERD:  Why do we need so much certainty in electricity distribution, and we don't in other things that are served by competitive markets.

We need food at least as much as we need electricity
-- well, I don't need it as much, obviously.

[Laughter]

And yet, and yet we don't have any system to make sure food is reliably delivered.  We have a competitive market.

MR. GARNER:  That's fine.  I am all for what Jay is saying, except the difficulty is we have something called the Ontario Energy Board Act and until that day changes, we still have to live within that framework.

I am not disagreeing -- I may disagree on some things but you still have that mandate which is why I bring it down to your bullet point on what is an objective.  Don't you have an objective by statute that you maintain a safe reliable system and in your remuneration, you have to think about that?  The statute tells you to think about that.

MS. ROBSON:  Kerry?

MS. LAKATOS-HAYWARD:  I also had a question on the utility remuneration, and it seems very focussed on greater efficiencies and cost of service effectiveness and obviously there is a lot of discussion today on the appropriateness of that.

But a previous point around safety and reliability, I think is also very critical, resilience of the system.  How we deal with volatile weather events and other disruptions moving forward I think needs to be recognized.

And then also, you know, ensuring that utilities are being responsive to local needs, local planning needs, and that is probably coming back to regional planning, but we haven't quite got that all figured out.

So distribution level planning, talking to the stakeholders in terms of consumers, municipal stakeholders and that kind of thing, what are the needs and their goals as well.

MS. ROBSON:  Okay, thank you for that.  Mike?

MR. BROPHY:  Just a quick comment.  So I think Jay said most of what I was going to say, so I will skip that part.  But words are important and I think that is going to be the challenge coming out of this, specific wording, so things like slide 30, avoid stranded assets and optimize Infrastructure is slightly different than wording earlier. It is the first time that avoid has come up.

So avoiding approval of assets that have that have a high likelihood of being stranded obviously, because that is easier to do and probably requires some changes in guidelines and things to raise the bar on that.

Once things are in rate base, it is very difficult, even if they're no longer used or useful, to kick them out.  They just get buried and it is difficult.

So I don't know, you know, much that we can do with that.  So that is the only comment.

MS. ROBSON:  Slide 30 is what we heard.  So this is what we have taken from stakeholders' written submissions and comments, just to clarify.  But I appreciate that comment, Mike.

MR. BROPHY:  The point was that -- like the word "avoid" could be interpreted that once it is in, it has to stay even if it's not reasonable.  So, you know, if you can read it that way, it should probably change.

MS. ROBSON:  Okay.  Any further comments before we move on to the issues?

MS. ANDERSON:  We have one other here.  Bill?

MR. HARPER:  Bill Harper with VECC again.  Coming back to the utility remuneration, I guess, talking about incentives.

When one is thinking about incentives, I encourage you -- I think it is important to remember that part of this whole issue about utilities being regulated is there is an expectation that they will follow.  We have never had a definition for it, but what is good utility practice.

There is an expectation -- that is an expectation that is part of what you're doing, you are doing your job.  So I guess -- because I know in other jurisdictions, I have seen people coming in asking for incentives to what I say, well, that is your job.  Why should you have an incentive to it.  Do I pay my kids to do work around the house or help around the house and that's an expectation of what you're doing when you live in the house, if I can put it that way, sort of thing.

So I just caution when we use incentives to encourage That there is a matter of -- you have to be clear in terms of there is an expectation to begin with what you are going to do a reasonable job and to the extent that the regulation provides an imbalance, that is one thing.

But to the extent that if the balance is there, then you should be -- the expectation of the regulator should be that you are doing a good job.  That is all I have to say.

MS. ANDERSON:  That's a great comment.  Thanks.  Well, I think we can move on.  I guess maybe I will just take a little check-in with the audience.

We were planning to break for lunch at, I think, 12:30 and go through the issue section before then and then maybe save the discussion on the issues for after lunch.

Does that seem reasonable to everyone?  Or we can break now and we can save the issues for after lunch.  I don't know how everybody's energy levels are feeling right now.

MR. GARNER:  (inaudible)

MS. ANDERSON:  That sounds like a good suggestion and the only suggestion so thank you for not leaving me hanging there.

So we will go ahead, you guys can think about it, digest what you've heard, and your lunch, and come back and give us all of your feedback.

The clicker is working and the mic is working.  All is right with the world.

Now that we have covered the guiding principles, the OEB's role and approach, and the need statements, this is where I think a lot of your comments about sort of the detail and what do you mean by that hopefully are reflected here.  But if not, we will make sure that they get covered through the discussion.
Issues

There were a lot of issues that were raised by stakeholders in the September meeting and in the written comments.  Some of them were very high level.  Some of them were very philosophical.  Some were very detailed and down into the weeds.  And we spent a lot of time trying to sort them and group them into some sort of logical way.

We have kind of landed on the categories that you see here.  There is probably other ways we could have grouped them, so if you have thoughts about which buckets or which sets of issues belong together and need to be considered together, we're definitely looking for your feedback on that, as well as whether everything that needs to be identified has been identified.

Also, as Lenore mentioned, we did try to use your own words as much as we could.  So in the slides ahead, if you see something that's maybe framed from a particular point of view, please don't suppose that we're trying to take a position on anything or presuppose anything at this stage.  We just were trying to retain your words as much as we could.

The first issue is about the DER definition.  So stakeholders seemed to be in agreement that we need to have a common understanding of what universe of resources we're talking about in order to have productive conversations going forward.

As Environmental Defence and Energy Probe pointed out, that the definition is not just about a definition.  It goes right to the heart of the scope of the work.

A number of potential definitions were offered, some that have been developed by other organizations, including the IESO and the National Association of Regulatory Utility Commissioners.  Some offered their own definitions.  So the quotes on this slide kind of illustrate the range of possibilities from a very broad definition of DERs that is very inclusive to a more narrow one that may help focus discussions.   And then one that is more use case or scenario-based, depending on what topic we happen to be talking about.

On this slide, we've done our best to boil-down what we heard from all of you about the definition into as few words as possible.  There was agreement that distribution level storage and generation are DERs.  I don't think anyone was arguing against that.

But there was a fair amount of discussion about whether or not demand response should be in or out, or whether controllable loads should be in or out.  And I think what we heard is that when a controllable load is providing a service to the system, when it's committing in advance to respond in some way to a system signal at a particular time and location, that can be considered a DER.

Whereas consumers who are, you know, choosing to consume based on a price signal, it's off-peak time so I will do my laundry now, that is not a DER.  That is just the efficient consumption of the service provided by the system.  It is not providing a service to the system in the same way that being called upon in a particular moment is.

Another area of discussion was whether energy efficiency should be in or out, and I think it is fair to say that energy efficiency doesn't necessarily have the same characteristics as other DERs. It's a more static resource.  You kind of do your energy efficiency measures and then it is done.  And it doesn't necessarily have the same potential for system impacts, or the same types of system impacts that other DERs can have, in terms of the variability and things like that.

But it does seem to be relevant to some of the issues that have been identified, such as planning and non-wires and non-pipe alternatives.  So it seems like it may be relevant to conversations.

Do you have a question?

MR. SHEPHERD:  Sorry.  You're saying that because energy efficiency not dispatchable, it is not as good?

MS. ANDERSON:  No, I'm not trying --


MR. SHEPHERD:  Because energy efficiency follows load.  So it is naturally better suited than most other things.

MS. ANDERSON:  Yeah, I am not trying to -- sorry, I wasn't trying to take anything away from energy efficiency as a resource when it comes to planning, but just to indicate that, you know, where a storage can inject into the system, distributed level generation can inject into the system and cause impacts that distributors need to manage more actively.  I don't think energy efficiency has those kinds of characteristics.

I am not trying to say that it is better or worse than DERs, it is just that when a lot of people talk about DERs I think they are referring to things that are more dynamic, but that energy efficiency may still nonetheless be relevant to some of the topics at hand.

Okay.  Oh, and one thing I wanted to note here is that I think most of you are aware the OEB has a working group to review the DER connections process, the requirements in the DSC.

That working group also talked about a definition of DERs for the purposes of that initiative, and I think they landed on something relatively focussed, because they're looking at the connection process.  So I think they're focussed mainly on storage and generation.

And I just wanted to highlight that as an example of, you know, it might be beneficial going forward to have a general definition of DERs that gets everybody started out on the same page.  But then as we proceed to discuss particular issues we may need to land on something that is a little bit more specific to the issue at hand.

And I think that was a suggestion consistent with something we heard from VECC and PWU and CME, who raised the idea of sort of scenario-based definitions or bucketing DERs based on how they might impact the system to better consider issues.

MR. GARNER:  Sorry, Rachel, I don't mean to interrupt, but this working group, did they create a size, a production size level for connection?  Is that the way they work?  Like...

MS. ANDERSON:  I am going to look to Ryan and Laurie and Catherine.  I don't know if you want to jump in on that.

MR. GARNER:  Yeah, is it based on a connection size?  This is for your DER working group?  Is it based on a connection size, DER connection size?

MR. HOLDER:  Ryan Holder.  For that group we haven't actually established the criteria of size.  Right now we are actually looking at the connection and trying to change the paradigm at which we look at the DER connections before.  The existing codes were based on either being a load or a generator and not really focussed on the connection.

So we've changed the view to look at the connection itself, and then if it comes out to be based on size, that will come out through the consultation, but we are not at that point as yet.

MR. GARNER:  Thank you.

MS. ANDERSON:  Thanks.

Okay.  The next issue on the list is DER value costs and benefits.  This was canvassed pretty extensively, and we tried to list the key questions that were raised by stakeholders on this in the next slide.

I think everybody was in agreement that we need to have a shared understanding of what the costs and benefits are associated with DERs in Ontario and maybe some common framework for assessing those benefits.  And from there everybody who is making decisions about DER investment can make effective decisions because they're all getting the same information about how costs and benefits are being measured and assessed.

So while you were all in agreement about that, I think that, you know, the actual costs and benefits associated with DER integration, there was pretty wide reaction to that.

Some were of the view that the value of DERs is being understated right now because there are certain types of benefits that are not being considered.  Others are concerned that the value of DERs is being overstated because the costs of integrating these resources and the total system impacts are maybe not being factored in.

So I think it is fair to say that the consultation going forward is going to have to get deep into the weeds on this issue and really turn our minds to what are the costs and benefits of DERs in Ontario based on our existing supply mix system characteristics and all of those things.  Question, yeah.

MR. ELSON:  Rachel, I'm just going back to the earlier slide and both of these slides.  Are you telling us what you heard or are you telling us what you think, particularly on whether to include energy efficiency in the definition of DERs and in the process generally?  Because the heading was what we heard, but now I am not quite clear.

MS. ANDERSON:  No, that's fair.  I am telling you what we heard and based on what we heard every once in a while I guess I've been straying into what I think makes sense.  But certainly, you know, when we get to the end of this section there's going to be sort of a proposed Issues List and --


MR. ELSON:  So that is the question.  When I see this issues list and it uses "DER", is that including energy efficiency or not?  Because I look at some of them, you know, values, valuation of DERs, you know.  I think the best report on that includes energy efficiency, and energy efficiency shares a lot of the benefits.  Frankly, it has more in common with the majority of DERs than, you know, some other kinds do.

And when you are talking about price signals and incentivizing utilities to implement non-wires, non-pipe solutions, you know, often that could be a combination of energy efficiency and some other types of non-wires, non-pipe solution, so you can't sort of separate them.

Have you come down on that?  I mean, our view is that it is going to be kind of cumbersome if you're always saying DERs and energy efficiency, and I don't want energy efficiency to be forgotten in that you use the word DERs and we don't really have clarity on what you are talking about.

Can you comment on that --


MS. ANDERSON:  Yeah, that is a good question.  So I guess it is probably then safer to say energy efficiency is in, and that for certain conversations maybe around, you know, if we get into a conversation about dynamic price signals or locational price signals or something that tell you -- that give you the signal for whether to consume or inject, those sort of things, energy efficiency probably less relevant to those conversations.

But when talking about, you know, non-wires and pipes alternatives, those sort of things, that is when I think energy efficiency would be included.

So my thinking is it is probably applicable to a lot of discussions, and if there's a concern about clarity and it is easier to just assume it is in unless we specifically say it is out, I think that would be reasonable, but definitely interested in other stakeholders' views on that.

MR. ELSON:  I think that is good, and I think there are cases where it is not relevant, and, you know, you can say it is not relevant, but people will just know that anyways, but with connections, for example, I mean, you're not -- there's no connection, so -- but --


MS. ANDERSON:  Exactly.

MR. ELSON:  -- yeah, assuming it is part of the definition and you scope it out of specific proceedings I think makes the most sense.

MS. ANDERSON:  Go ahead.

MR. PEPPER:  Steve Pepper from OSPE.  I don't think we can understate the importance of having a clear definition of what we collectively mean by "DERs", you know, and I am concerned we become technology-focussed as opposed to impact-focussed.

So -- and a simple example is a back-up generator.  Well, it can be configured that it could inject power into the grid and have a grid impact, or that exact same technology can be configured so that it has no impact on the grid and is just resilient for a load or simply displaces a load.

A battery is the same thing.  It could be reinjecting into the grid or it can just simply be for resiliency for a particular load customer.

So I think, you know, I am hearing, you know, some uncertainty there.  I  mean, the clarity in terms of the impact on the connection, I think that is the best definition.  Whether it is an active impact on that connection or whether it is simply passive, I mean, energy efficiency can have exactly the same impact from a load perspective, especially if it is an active, you know, triggering mechanism, but a lot of energy efficiency measures are truly passive.  They exist irrespective.  They're not controllable like other technologies.

So if we don't have that clarity, I mean, whether it is active or passive, that has a pretty big impact in terms of the distribution system, the value creation, even the cost of servicing that, and, you know, it goes back to that LDC remuneration.

I mean, we have -- it's been acknowledged here that there is a bias for creating solutions that are capital-intensive, which is a misalignment, and the fact that we dumped 11 terawatt hours of energy that we paid for is a testament that our existing system does not work, you know, that that is a lot of money and that is proof of the pudding.

So, you know, I think, you know, sort of coming back to all that, I think at the core, you know, remuneration and -- you know, in my mind, rather than compensating based on capital, it is based on nature of connection.

Maybe a rural connection is more costly than an urban connection or something like that, and it becomes a more fixed fee.  But that is getting into the weeds on ideas and solutions, but my point is that...


MS. ANDERSON:  So really need to think about defining those different ways that DERs can impact the systems from like a...


MR. PEPPER:  Or what we mean by DER for the perspective of this discussion and the regulations, whether we're encouraging or not.

We don't encourage or discourage loads, for instance.

MS. ANDERSON:  Right.

MR. PEPPER:  So if I configure a battery and it is simply a load, why would I treat that any differently than a manufacturer who installs a piece of production equipment?

But we run the risk of seeing that entirely differently.

MS. ANDERSON:  Okay.

MR. GARNER:  Can I make a point?  It seems to me what the working group is doing -- and I don't know, because I am not in it -- but they're talking about distributed energy generation, and they're actually dealing with specific technical issues regarding that.

If you want to make this forum into that, then that's what you should call it.  But if you are talking about distributed energy resources, then you're talking about something else, it seems to me.

It seems to me those words matter, because they matter about what you are actually talking about.

That's why, you know, it seems to me, you know, doing conservation work is a resource, right.  It is a type of resource.  It may not lend itself to everything, but it does lend itself to being called a resource.

Or you could just change the name to DEG and then we're talking about generation only; then that's what we know what we're talking about.

MS. ANDERSON:  One more comment from Tom.

MR. LADANYI:  Tom Ladanyi, Energy Probe.  We have to be careful that we don't extend the scope to, for example, include energy efficient light bulbs.  If I go to the hardware store and install one light bulb  in my house, have I installed a DER?  You know, this could go down to ridiculously low level.

So we have to be careful that we draw some border around what this definition is.

I tried in my submission initially to say that it is something that allows for a two-way flow of electricity.   So it would include storage, and it will certainly include rooftop storage panels.  But it would not include installing new insulation in your house, or installing a light bulb.

If we take everything in, then it is going to be nothing.  It's going to be too complicated.

MS. ANDERSON:  Well, maybe just to offer a distinction there, you know, energy efficiency, that is part of some sort of planning exercise and is going to be counted on and relied on is maybe closer to DER than just consumers again choosing to try and reduce their load, because they want to reduce costs or they're environmentally conscious, or whatever the case may be.

Maybe that is a helpful distinction, the aspect of when it is providing some sort of service to the system, granted that we have to also be mindful of consumers adopting DERs for their own reasons as well. So we will have to think through that balance there.

So just a couple of more buckets for me to get through, and then I will hand it over to Lenore.

Did I actually cover value cost and benefits?  I can't remember now.

MS. ROBSON:  Partially.

MS. ANDERSON:  Yes, okay, partially.  In any case, you know, value costs and benefits, definitely an issue that was raised by all of you and we will have to dive in and find an approach that makes sense.

So stakeholders also raised a lot of issues, and they have come up today, about cost recovery and investment signals, how do we get the right information to people so that DER integration and adoption is happening in places where it makes sense.

How do we recover costs fairly from consumers generally, but also from people who are adopting DERs specifically.

These questions could be grouped in with the value costs and benefits question.  They're definitely related, but we thought they deserved a category of their own.

And we have tried to list here all of the different kinds of issues that were raised, so how to fairly recover those costs, are new customer classes needed, does the locational value of DER suggest that maybe new rate zones are beneficial.  All of those kinds of questions were raised by stakeholders.

Go ahead, Sarah.

MS. SIMMONS:  In seeing your summary, I think there is Something that I may have failed to bring forward during the last discussion.

MS. ANDERSON:  Or we just missed it.

MS. SIMMONS:  So it is with respect to the market renewal program and implementation of locational pricing, and also new customer categories with respect to price responsive loads that are being implemented.

Obviously, that's a wholesale market question.  But there is a question that I have asked the IESO a couple of times with respect to how the MRP would be incorporated or implemented from the distribution system code perspective, and any price signals that come up in that respect that might be outside of the scope of the wholesale market, but in scope with respect to the retail side.

So specifically with respect to the value of DERs, there's a bit of an outstanding question.  I am not expecting it today, but just tabling it, an outstanding question with respect to how DERs are valued.  If wholesale market participant gets the LMP for generation, but there is a distribution connected supplier, we're not too sure whether they get a LMP or some other price.

So it is just an outstanding question.  I am not expecting an answer today.

MS. ANDERSON:  Thanks.  We will add that to the list.  Then the next bucket of issues that we had was planning and operation.  So this is really around what kind of new planning procurement operational functions are needed.

The IESO has already identified the need for more coordination and intra operability between the transmission and distribution levels based on DER integration.

How to support planning for flexibility, how do we ensure that all meaningful options are considered, all of these kinds of questions.

But in a nutshell, I think what we heard from you is that the proliferation of DERs is challenging traditional planning processes and it's putting a greater emphasis on the need for an inclusive coordinated planning process that accounts for increasing uncertainty.

We have some more planning questions here, and I think these ones really kind of boil down to how do you marry that decentralized, local bottom-up planning with the regional or provincial top-down planning and how do we connect those two activities.

Now, I will turn it over to Lenore to cover the rest of the issues.

MS. ROBSON:  Jay, did you have a quick comment?

MR. SHEPHERD:  I did.  I am not sure -- I think this is a couple of slides ago.  But I just got a submission from Enbridge.  Does Enbridge have anybody in the room?  No?

There is a debate over a $200 million capital investment.  Enbridge's submission is that you can't consider the risks of variations and demand over the 40-year life of the project.  I just got it now.

So the Board has to wrestle with -- will have to wrestle in that proceeding, but it has to wrestle generally with the question are we just going to hide our head in the sand and assume, contrary to what Ceiran said, that load demand is just going to keep ongoing up, up, up.

I thought I would bring that to your attention, since I just got it thirty seconds ago.

MS. ROBSON:  Thank you for that.  So I have the difficult task of standing between us and lunch, so I will try to get through the rest of these issues as quickly as possible.

Utility incentives was another bucket we heard about.  Lots of comments on capital expenditures and how to adjust the perception that utilities have a tendency to over invest in capital.

Some stakeholders identified the need to explore options for utility remuneration that are more outcomes based.

School Energy Coalition asked are there ways to set prices and hence profits that are not tied to higher spending.

And the Industrial Gas Users Association said it really succinctly: How do we make distributors look at non-wire solutions on a level playing field with wire solutions?

And I like, Ian, that you use the term "solutions" instead of alternatives.

My friend, Richard Carlson at Pollution Probe has pointed this out to me in the past and I note the Rocky Mountain Institute does a goods job of talking about this, but the term "alternative" implies that it is already going to be second nature, already an alternative to what was to be considered.  And I think solution seems to be more appropriate.  It puts it on that level playing field.

In terms of risks, stakeholders questioned how should we address increasing uncertainty risk.  How do we address load forecasting risk.

On the one hand, we have heard from utilities they're seeing declining average use as a result of energy efficiency and conservation.

And on the other hand, there's the potential perspective of seeing load growth from the electrification of transportation.

So we don't know which technologies are going to proliferate.

Alectra highlighted in their presentation that the adoption of DERs is changing utilities' risk profiles.  As new energy services and technologies arise it changes how the system is used.

And then in this other bucket, this kind of ties in the need I discussed earlier about reviewing the current regulatory framework and assessing what aspects are working well and what could be improved.

We heard a lot of discussion about competition.  And we know that this is going to be an important consideration for us to keep in mind as these policy consultations advance.

The degree to which the OEB promotes competition versus getting out of the way and allowing markets to develop on their own is going to be a key theme throughout these consultations.

The Advanced Energy Management Association noted if a market exists for something then the monopoly shouldn't be involved.

To what extent should the OEB enable customer choice?  Some argue that customers want more choice.  Others, such as CME and APPrO, argue that customer choice only leads to higher costs and at the end of the day customers prefer lower cost to choice.

On the topic of roles and responsibility, the question of who does what and what's the utility's role vis-a-vis competitive service providers and all of this came up a lot.

There were questions about the coordination functions between transmitters and distributors and who does what.  And as has been brought up today:  What does the obligation to serve mean?

We heard from Energy Probe that a utility's obligation is not absolute.  Utilities should have the right to refuse to connect a potential DER.

We also heard from Niagara-on-the-Lake that distributors should have specific obligations towards DERs similar to the obligations they have to load customers.

We heard the need to ensure that consumers are being treated fairly and consistently, but there were questions about whether that would continue to be appropriate in all circumstances.

So we had Enbridge that pointed out there's an expectation that customers are served consistently, but the locational value of DERs may prompt us to revisit whether all services should be available to all customers regardless of where they live.

And with respect to protecting consumers, some stakeholders raised concerns that if a non-energy service provider goes under, then how do we ensure those consumers continue to be protected?

For performance, questions were raised about whether there are additional measures that we should be tracking, what outcomes are we working towards, and how are we measuring performance?

Access to information.  The overarching message we received is that information is a two-way street and everybody needs it for legitimate reasons.  What we need to figure out is what information is actually required and how can it be provided in a safe and secure format that respects privacy.  What are the costs of doing that?  Who should bear those costs?  And who is responsible for collecting and disseminating the information?

And a favourite topic of this morning, under-utilized and stranded assets.  Lots of questions about how to minimize under-utilized and stranded asset.

We see this as a cross-cutting issue between both DERs and remuneration, because it is raised in connection with planning, with the value of DERs, cost recovery and investment signals, utility incentives and risks.

Change management is a topic that many love to overlook, but thanks to CanSEA it was brought up, and it's not just about how we deal with legacy DERs, it's also about fostering cultural change within the sector to help us get to where we want to be or, as Environmental Defence calls it, the institutional inertia.  Individuals and companies have a tendency to keep doing the same things they've been doing for the last 50 years unless there is something that is encouraging change.

And finally, the last bucket is time frame.  Stakeholders raised the need to be clear about what time frame we are talking about.  Is it cost and benefits now or down the road?  And similarly, what actions can the OEB take today versus what can we identify for the future?

And it looks like I have three minutes before lunch break, so I am wondering if we should just pause and reflect there and take it all in and we can come back and have a lively discussion after lunch.

MS. ANDERSON:  That makes sense.

MS. ROBSON:  Okay.  Everyone in agreement?  All right.  Thank you.

MS. ANDERSON:  We will start again at 1:30.
--- Luncheon recess taken at 12:30 p.m.
--- On resuming at 1:30 p.m.

MS. ROBSON:  Okay, I think we will get started, if everybody can take their seats.

Okay.  Welcome back.  So before the lunch break we had a discussion -- sorry, we did not have a discussion.  We talked about the issues as we heard them from the September meeting and the stakeholder comments.  And I promised you when we returned we would have a discussion and open it up to stakeholders to tell us have we accurately captured your input, and are there any issues that have not been identified that should be there?

As always, you are welcome to use the microphones in the room, or use Slido as a function to ask us any questions or provide any comments.

Everybody is in a food coma right now, so ...

[Laughter]

MS. ROBSON:  Well, if we want to take a moment to think about those comments, I will perhaps move on to staff's preliminary issues list and give us a little bit of time to think.

So we tried to capture with one or two key questions what we think gets to the heart of the issue.

But we know there are many sub questions, many of which have already been raised that will be explored in any discussion of these issues.

So for utility remuneration, the two specific issues are incentives and risk.

Under incentives, the key questions are what penalties and rewards are required for utilities to achieve desired outcomes, and how do we remove disincentives to optimize cost saving trade-offs between capital and optional expenditures.

Under risk, we're asking how do we appropriately manage and allocate risk.

There are two issues that we think are interrelated between both utility remuneration and responding to DERs, and that is performance and roles and responsibilities.

Performance is intrinsic to utility remuneration, but performance in relation to DER integration also needs to be considered.

And in terms of roles and responsibilities, this is who does what, and what is the role of the utility going forward.

MS. ANDERSON:  And for DERs, we have three sets of issues, so value, cost and benefits, planning and operations, and then cost recovery and investment signals.

The last bucket of issues is a little bit of a tricky one.   We recognize that cost recovery and investment signals are integral to effective integration of DERs. We have heard all of your comments on those two topics.

But as some of you have already noted, there are other initiatives underway that are looking at related issues.  So pricing related initiatives including the RPP road map and C and I rate design initiatives are looking at the rate design and obviously the price signals for commodity costs to consumers.

So we will need to, I think, when we are unpacking this particular bucket of issues turn our minds to what sub issues are sort of already being dealt with in other consultations, and what residual issues are there to be addressed here, and make sure that, you know, relevant input is being shared back and forth between those different processes.

And then we have also identified a handful of cross-cutting issues.  So these are issues that we see as sort of intrinsic to every other issue on the list.

So to give an example, minimizing stranded assets which, based on all of the discussion here today, maybe that needs to get reframed a little bit.  But that concept I think is pertinent to utility remuneration, utility incentives and risk.

You know, how can we minimize stranded assets if utilities don't have the appropriate incentives and if risk is not being managed and shared appropriately.  How can you value DER solutions appropriately if you don't have a sense of the impact on the total system.

How can you plan appropriately, without thinking about these things.

And then information is another cross-cutting issue that could perhaps be addressed discretely.  I think in other jurisdictions, they're looking at what information is needed and how do we provide it.  How do we collect it and all of that.

But recalling ICF's advice about figuring out what you want to do and why you want to do it before thinking about how to get there, we thought it would be beneficial to first consider what information is needed in the context of all of these other issues.  So how can the OEB set incentives effectively if it doesn't have the information needed to make sure they're calibrated appropriately.

How do we have a common understanding of cost and benefits related to DERs, if we don't have the data to support it. How can we improve planning without adequate information sharing.

So we thought it would be beneficial to consider information in the context of these other issues first, and then of course at some point you have to bring it all together and recognize that you need to take a comprehensive view of all of the information that is needed to support these things to avoid duplication of effort in terms of providing it.

So any thoughts or reactions to either the issues we presented before the break, or the proposed issues list?

MR. VAN DUSEN:  Good afternoon.  My name is Greg Van Dusen.  I'm the director of regulatory affairs at Hydro Ottawa.

I am thinking back to something Mr. Shepherd raised earlier today in a question or comment when we started talking about remuneration.

I am now a little bit bothered that it is not very explicitly articulated that part of the whole evaluation and investigation of remuneration will also take a look at the fundamental way that utilities are compensated.

I think Mr. Shepherd raised a very good point.  We have cost of service, we have custom applications. But there are other models, and what are some of the other models.  You know, should they be considered?  What are the pluses and minuses of the current models versus some of the other models.

I think something explicitly taking a look at how utilities specifically make their money or are compensated in a regulatory setting.

I guess it now bothers me it is not jumping out of the payment at me.  I understand that you indicated that the renewed regulatory framework would be looked at and that would encompass that discussion.

I guess I am now saying it would make me feel better if it is more explicitly articulated.  Thank you.

MS. ROBSON:  Okay, thank you for that comment.  Mark?

MR. GARNER:  I am just reading from the page you have up on page 49.  So the thing that I don't really understand is more of a question to you.  What incentives, both penalties and rewards, are required for utilities to achieve desired outcomes.

Doesn't that beg the question, what is the desired outcome you are trying to incentivize?  Like, I mean is it DER or how much DER?  I don't know.

How do you answer a question like that unless you know exactly what your outcome is?  And I am still not clear, what is the objective of this exercise of DER?  Is it to achieve X DER by X time period?

MS. ANDERSON:  Well, we did propose, or put out for consideration some draft objectives of these initiatives.  So I think that is maybe a good place to start.  And certainly we heard some feedback on that, and it is all up for discussion at this point.  We want to make sure we get those objectives right, so I think that is maybe part of the answer.

MR. GARNER:  I understand that.  And then Ian is nicely showing me you have done an objectives section.  But I think Julie Girvan was asking this.  There is a little bit of concreteness missing.

To create an incentive, you have to understand what exactly your objective is to create an incentive.  Otherwise, you are incenting a behavior of some type.  What is exactly the behavior you want to incent?

MS. ANDERSON:  Maybe there is a step in between the objectives of the consultation and then the objectives specific to this issue.

MR. GARNER:  Certainly the objectives of an incentive, because an incentive in the abstract -- to me, it doesn't have a meaning.

MS. ROBSON:  Okay.

MR. GARNER:  Like penalties, too.  Penalize who for what?  What do they do that we are going to penalize people for doing?

MS. ROBSON:  I guess the notion here was that we, you know, we hear that utilities need to be considering more innovative solutions and looking at non-wire solutions.  So that would be part of incentivizing them to achieve this kind of desired outcome.

But I take your point that when we haven't clearly defined what the desired outcome is it makes it difficult to then --


MR. GARNER:  Yeah, it just makes it difficult for me to understand what incentives -- you are asking the question, and I don't know what the answer to the question is, because I don't really understand the concreteness of what you are talking about.

And when you use the terms "penalty" it especially worries me, because you are penalizing people for something.  You are purporting to talk about it, anyway, and before you do that I just don't really understand that part.

MS. ROBSON:  This was speaking to a little bit about the carrot and stick approach that we heard from Kent, and I think you look like you'd like to elaborate more on that point or...

MR. ELSON:  Sure.  I think it makes -- you know, you could word this differently, and maybe, Mark, your concern could be addressed by talking about aligning incentives between the utilities and the consumer, because I think that is at the end of the day what is being discussed here.

And so what incentives are required for utilities to achieve the desired outcomes could simply be to ensure they have the aligned incentives with consumers, which at the end of the day is a proxy for the desired outcomes, and you can't write all of the desired outcomes in your Issues List; otherwise it would be ten pages long.

But if you were trying to get at some of the comments that relate to incentives for non-wires and non-pipe solutions, we think this is a great issue, however it is worded, and a really, really important one, so, you know, we very much support it and think that it can be worded in a general way, you know, either in relation to desired outcomes or aligning of utility and ratepayer interests.

MS. ROBSON:  Thank you for that input.

I think, Kerry, did you -- or is it past now?

MS. LAKATOS-HAYWARD:  No, that's fine.  So with respect to how do you make these objectives concrete, there are, you know, performance metrics today on the scorecards.  I mean, it is just a tip in the iceberg, and I haven't looked at it recently, but it was something to the essence of:  Time to connect for some distributed energy resources.

So how do you -- that is very tactical, but at the end of the day I guess I envision that you would have an objective and eventually we're going to have some performance metrics that we do want our utility colleagues to check.

But another, I think to build on the non-wires solutions aspect of it is quantifying savings to ratepayers.  I think that is something that would really resonate from alignment of interest of the utilities and customers.

MS. ROBSON:  Okay.

MS. ANDERSON:  I think that you picked up on something that we also heard through Slido about making sure the objectives are measurable in some way, so more specificity can help with that, and it sounds like that is a theme throughout a lot of the different areas.

MS. ROBSON: Marc.

MR. BROUILLETTE:  Okay.  So I have an observation, and it comes down to this, the behaviour, desirable behaviours, versus undesirable behaviours, the incentives, disincentives.

I think one thing that is missing -- that might be missing from this framework is, what does the system want out of DERs and what does the system not want DERs to do?

So it is that specification or that need expression of some sort that DER proponents could respond to, and I think somehow -- and that would then bring in the system complexity.  So I think there may be a category of, what is it that is good versus not that would then relate to incentives and disincentives.

MR. BRAUTIGAM:  We have a question on Slido.  A missing issue is data establishing context/problem statement; namely, what precisely is lacking or shortcoming in the existing regulatory framework?

MS. ANDERSON:  That's a great question.  And I think, you know, in September when we invited your input we didn't necessarily ask for what's working well and what's not working well.  So some of that is maybe not reflected here.  But it is still an important consideration.

But I think, based on some of what we heard, part of the challenge and part of the opportunity, I guess, is not that anything we're doing right now is not working well.  That is not saying everything we're doing well is working perfectly, but that what we're doing now, regardless of how well it is working, may not continue to work as well in the future as things change and as more DERs are adopted and customer behaviour changes.

So we definitely take the point.  It is good to assess what is working well and what's not, and I think that is part of why the remuneration work -- we want to look at it holistically and not just focus on the, you know, quote, sector evolution issues in that.

But part of this is also about making sure that what we're doing is going to serve us well going forward.

MS. ROBSON:  Mr. Pepper.

MR. PEPPER:  Steve Pepper from OSPE.  Just to remind, one of the things that isn't working well is we paid for 11 terawatt hours of energy last year and never used it, and that is a huge societal drain that could have been put to good use.

Meanwhile we continue to import fuels from Saudi Arabia and other places around the world.  So -- at significant outflow of capital, you know.  So that is an example, I mean, of something, and DERs can be part of that solution, as is other technologies and approaches to pricing.

I would kind of add to this, one of the things that we haven't spoken about as an issue and I think it should be on here is people.  You know, we -- what technical and non-technical people do we need, in terms of, you know, whether it is at the OEB level or whether it is at the LDC level, to be able to understand and assess the values and benefits of DERs.

I mean, you get into certainly some of the smaller LDCs and, you know, they don't -- they're strapped for cash to supporting, you know, just basic operations, you know, given the pressures that they have to operate under.

So how are they able to make these assessments and, you know, in the absence of anything like that, then you go to the status quo and the tried and true, which means the door is closed, essentially, to proponents of projects.

And I think that is part of the feedback that precipitated all of this, is that the industry and innovators throughout the industry, whether they're -- whatever technologies from a DER are saying, we can't connect to the grid in Ontario, and we can connect to grids in other jurisdictions.  There's no incentive.  There is no technical capacity.  There's a resistance or barriers to doing that.  Some are based on ignorance.  Some are based on prejudice.  Some are based on whatever.  I mean, I can go through the whole list.

But, you know, I think that is really what we're trying to say, and I think, you know, the framework of all of this is the OEB has sort of heard this and said, I don't know the answer, but I am reaching out to see what the answer should be for Ontario, and that is kind of what we're discussing, and like I say, one of the things we are missing because we're so focussed on regulations or policies or technologies is the people that ultimately need to, you know, assess and make these determinations and the skills, and that can't be taken for granted.  We don't take that in our regular operations, so I think that is something else.

MS. ANDERSON:  I think that fits well within the change management piece but maybe needs to be called out and given more profile there.

MR. BISHOP:  At the same time I think we also need to be very mindful of what it is that the OEB is responsible for regulating and understanding what the scope of the OEB's regulatory responsibilities are.

And I would suggest that getting down to the level of what kind of staff or what kind of skills the LDCs should have is probably an inappropriate -- a level of proscription from the OEB.

I think keeping our policy focus on the appropriate requirements and appropriate incentives for regulated utilities is really where we need to focus and then let appropriate governance at the LDC level determine what sort of skills, acquisition, and staffing strategies they need to employ, need to be.

I think by the same token, while SPG or, you know, our supply mix and our resource adequacy, those are not things that the OEB has any responsibility for, and so while, yeah, getting value for customers through -- allowing customers to choose to provide additional value to the IESO-controlled grid can be something that is within the scope of looking at our DER resources, in terms of what kind of barriers are there that are appropriate for the OEB to remove.  But I don't think that we want -- also, I don't think we want to get down into the matters of how we cost-effectively deal with SPG or resource adequacy issues that are really more for Ken and his colleagues at the IESO to deal with, so just -- I think just in terms of keeping our focus on the issues, I think we want to keep them at the appropriate distribution transmission OEB-regulated utility level.

MS. ROBSON:  Any other comments?

MS. ANDERSON:  I do see we have one comment on Slido, which I will read out, that utilities should be incented to do research around innovation with the outcome of benefiting the customer through, I guess, lower cost or increased usability.

MS. ROBSON:  Okay.

MS. ANDERSON:  Something to think about.

MS. ROBSON:  Okay, let's move on to defining the scope.  I think Julie and Kathi have been waiting for this section to come up.
Defining the Scope

So looking at utility remuneration, what should be explored?  So this is where we're talking about the determination of the revenue requirement, activities that attract a return for utilities, the use of specific performance incentives, managing and sharing risk, the treatment of non-utility activities within the regulated utility, and tools the regulator can develop to support the above.

We're trying to make these consultations manageable and tackle items in a reasonable sequence, and that means we can't explore everything all at once.

With respect to cost allocation, while we agree that we need to be mindful of any cost allocations that arise throughout this consultation, we believe that subsequent discussion that comes after the evaluation of the rate-setting framework to see if there are ways we can increase the net overall benefit to customers is warranted.

For rate design, we know that there's a separate consultation on commercial and industrial rates that's underway, and the implementation of new residential rates was recently completed.

There is also a separate consultation underway for benchmarking.

MS. ANDERSON:  And for -- oh, we have a question over here.

MS. GRIFFITHS:  Hi, Sarah Griffiths.  If we can go back one slide, just the treatment of non-utility activities within the regulated utility, you know, is that treatment of competitive activities, treatment of market related activities?

I don't really understand why a non-utility activity should be happening in the utility.  So I just feel like that wording just doesn't make sense to me.

MS. ANDERSON:  So I think what we intended with that one is mostly focussing on the activities outlined in section 71 of the legislation.  So there are -- section 71, right?

MS. ROBSON:  Yes.

MS. ANDERSON:  Yes, okay.  There are a few things that are non-distribution activities that utilities are allowed to engage in, conservation and demand management is one.  Owning storage and, I think, owning renewable generation are the others.

And so we feel that those activities are very pertinent to this discussion, and so we want to make sure that consideration of those activities is included.

MS. ROBSON:  Jay?

MR. SHEPHERD:  I am just concerned that most of these bullets assume the status quo.  You're talking about revenue requirement and reasonable return, and what else should attract a return, and that sort of stuff.

This all seems -- and earnings sharing.  This all seems to be how things are today, which implies that your scope is we're not going to look at any new concepts.  And that's -- I don't think you are going to solve any of these problems unless you look at new concepts.

So this is way -- my marginal comment is way too narrow.

MS. ROBSON:  Okay.  Could you elaborate on some items that you think would need to be included if you feel the scope is way too narrow?

MR. SHEPHERD:  Sure.  For example, remunerating utilities in a way other than return, which many people mentioned to you already as, you know, a different way of doing it.

And what that means is that -- this all assumes cost recovery plus a return.

MS. ROBSON:  Hmm-hmm.

MR. SHEPHERD:  And it doesn't seem to me to be self evident that that is the right way to do it any more.

MS. ROBSON:  I think we thought any discussion of these items would include a new way of looking at them, as I know you have talked about.  But okay, we will take that back.

MR. GARNER:  Can I jump in to Jay's point?  It does seem to me it goes to -- as Laurie would remember -- the idea of decoupling and the idea you decouple completely from the concept of your investment, right.

Because right now, it is not -- the regulation now -- cost of service regulation isn't because it is cost of service regulation.  It is the idea of the investment is getting a return that is reasonable to the person that invests in it and that is what has to be done.  It seems to me if you are ignoring that, as Jay says, you are in a pretty narrow box.

To add to that, and I am not sure what distribution rate design issue thing you were talking about that's already been done.  But it seems to me the elephant in the room is one of the biggest things about DER is standby rate.  Standby rate right now for big customers, but also think about small customers, right.

So if you are actually saying we're not going to talk about the concept of standby rate, i.e. the idea that a utility is owed compensation just to be there, right.  You are taking a huge area and saying, oh, we are not interested in that concept.

But it is an amazingly linked concept to DERs.  Certainly right now, it's the largest thing.

In fact, the lack of clarity of the Board's whole concept of standby rates across the province is, in my view, problematic.

So I kind of find that odd.  I mean, that's got to be -- rate design in fact tells you a lot about how a DER will fit or not fit, right.  You're saying, well, let's not deal with rate design.  That seems odd to me.

MS. ROBSON:  I don't think the point was that we wouldn't deal with rate design.  But we're acknowledging it is a separate consultation that is underway.  We will be mindful of it and whatever stems out that consultation will impact this.

But we are not proposing to include it as well because it is separate.

MR. GARNER:  Well, yeah.  I understand and I know you have that logistical issue; you guys have to address it as Board staff.

But not to put too fine a point about it, I would say everybody get into the distribution rate design and let's forget about this, because that is where the money is going to be on the table and that is where the issue is really going to drive, because that's where it is really about right now.  That's the most pragmatic practical thing that is going on.

And if I hear what you are trying to do with DER, the evolution of DER continually asks that question further down the line.  Right now, that question is being asked at the large customers who can replace load reliably.

But your concept moves that DER further down the chain.  So now we get commercial customers that will start saying, well, why don't I -- do I pay a standby rate.  And  then pretty soon residential customers might be saying to you, well, why am I paying anything? I have solar panels and these guys don't pay anything. So why do I pay something?

So it seems to me you have a pretty big elephant in the room and you're kind of saying go someplace else to talk about that. So I think you need to integrate it in some fashion.

MS. ROBSON:  Ian and then Kerry.

MR. MONDROW:  Ian Mondrow, counsel for IGUA. When Mark started off by elephant in the room, I thought he was going to talk about a different elephant and that is I guess the point I want to make.

So from a customer -- a potential distributed energy resource customer perspective, the rate structure is very important.

From a utility perspective, which is the perspective I think that you have heard most from in this process and that you are trying to reflect here, the elephant in the room is if -- and everyone, the DERs advocates want utilities to look at non-wire solutions and how do you remunerate them in allows them to and/or incents them to, depending how far you are willing to go.

So I think that is the elephant in this room, Mark, as opposed to the other room with the rate structure consultation.

To Jay's point, which I agree with -- just because I am sitting beside him and it is unwise to disagree with him when you are sitting beside him -- but I also agree with him.

I mean, you may not have intended return to be return on equity, but that is how a lot of people read it.

I think what you are really talking about in both the first and second bullets, but in particular the first is compensation rather than return.  I think that would kind of deescalate that issue.

MS. ROBSON:  Okay.  Your point is well taken, thank you.  Kerry?

MS. LAKATOS-HAYWARD:  Kerry, Storage Power Solutions and OSEA.

I agree with the need to decouple the capital investment and I think that a good terminology to use is "appropriate compensation".

I think a related activity, and I started thinking about it in revenue requirement, but that -- when I think of that I usually think of sort of that bottom-up justification of the costs, and then it sort of begs the question of the utility of the future, and it's not so far in the future, but what are the -- their obligations?  What activities are they going to have to perform.

And so I think if you just solely looked at the compensation question without understanding what the utilities are going to need to do, then it might not be as comprehensive a look as what we need to take.

I think my reason for bringing that up is I think we need to ensure that all stakeholders are set up for success, obviously.

MS. ANDERSON:  We had -- sorry, just at the back two mics here.  Go ahead.

MR. VETSIS:  Hopefully it is working.  This is Stephen Vetsis, Hydro One.

I was just hoping to get a little bit more clarification in the statement you had earlier.

You mentioned particularly a little bit -- I feel like there is a bit of a gap right now in terms of the consultations.  You mentioned that you would specifically not explore cost allocation, and I understand that in the traditional sense of how you -- you know, if you don't want to talk allocators and all of that fun stuff, that goes into the inscrutable model that is used by every utility.  I understand we're not getting there yet, but there is the issue of cost allocation in the sense of cost responsibility and how that goes along with benefits, which is a very important discussion and I think should be had.

And the OEB has already specifically carved it out of its connection review consultation, saying that it would be handled here.

So I was hoping that you could clarify your statements regarding cost allocation, and as well another element I don't see is discussion of upstream impacts, and obviously as a transmitter and a host distributor there is issues of responsibility when it comes to upstream impacts and the things that can arise between entities, not just between a utility and end use customer.

So I would appreciate a little more clarity in terms of the thinking there, thank you.

MS. ROBSON:  Starting with the last comment that you made about the upstream impacts and with transmitters, et cetera.  That speaks to a point I made earlier where I was asking stakeholders to provide their input on whether this utility remuneration consultation should consider just electricity distributors to start with or whether it should also be taking a holistic view and looking at transmitters and gas distributors as well.

Now, with respect to the cost allocation and the cost responsibility, I mean, I'm not saying we're going to have blinders up with respect to it, but I think we need to figure out what is the chunk of the pie before we start figuring out who is responsible for those costs and how they're allocated, and I am not sure we can have that discussion simultaneously.  I think it has to be a subsequent discussion that comes after.

I mean, obviously being mindful in tracking those comments...  Anything to add?

MR. BISHOP:  No.  I mean, I would encourage you to expand some of that in your submission, but I think we understand that understanding -- part of the conversation which we can also get to a little bit more in the next slide also has to deal with the idea of understanding the benefits and beneficiaries and understanding those who perhaps may visit a cost on the system, and those are the kind of things that will arise particularly with respect to DERs.

I think when it comes to utility remuneration what we're trying to understand is, what are -- what's the -- what the scope of activities that a utility should conduct, what is an efficient level of expenditures for it, and how can it -- what is the -- how does it get compensated for those activities?

And so I think it is in that respect that we're thinking about this from a, how do you determine -- how do you build up or determine the revenue requirement, and so I think -- or how do you establish for the recovery of an efficient level of expenditures.

And so -- but I think maybe some of these responsibility and upstream impacts and interruptibility issues we can get through on a discussion of the next slide on DERs, but I don't want to forestall the further discussion on UR before we get to the DER slide.

MR. VETSIS:  Can I ask a question before I disappear.  It's just a long time for... [microphone not activated]. the mic.  I understand the practical realities.  About six or seven months ago the OEB put out the letter, what is active from a policy consultation standpoint, what is it.  It gave the impression that there is a decision to be made as to whether or not certain things that are existing will continue.

As this process unfolds, to the extent that you get greater clarity as to whether or not you are going to rely on existing consultations, it might be helpful to provide that clarity at the time of your scoping paper and similarly provide the linkages here to the C&I rate design, so if the decision is that you will walk away from the work that's already been done, then you might want to reconsider your decision here in the context of the work that the OEB will be doing going forward and how much it is relying on its past work.

MR. BISHOP:  Thank you, yes.  And certainly we would endeavour to be as clear as possible about the pacing of next steps and what else is going on, because we understand that there are a lot of cross-cutting issues here, but thank you.

MS. ROBSON:  We have got one more who has been very patiently waiting over here.

MR. BROUILLETTE:  Hi, it's Marc Brouillette from CME again.

My question was similar to the gentleman from Hydro One.  It has to do with the cost allocation and cost responsibility, and I am not clear how you could come up with a framework for remuneration without having some consideration of how those costs play out, at least to some extent.

And I think it is important to get a sense for that, right, in terms of the stuff that's beneficiary pays versus not, and how do you sort that out?

MS. ANDERSON:  Jay?

MR. SHEPHERD:  Well, basically, none of CME's members have their prices set based on cost, as far as I know.

So what I am concerned with is that all of this assumes that rates are somehow going to be set on a cost recovery-plus basis.  Whether it is return on equity or something else it's going to be cost-plus.

That's not the only way to set prices.  You could also set prices, for example, based on bidding.  There's lots of ways to set prices.

And then costs are the responsibility of the utility.  If they optimize their costs, if they reduce their costs somehow, they make more money.

You don't have to worry about how they're remunerated, you only have to worry about what the price is.  I will give you an example.

There is no reason that I can see aside from the fact that it's complicated why you couldn't say to Toronto Hydro, sorry, Toronto Hydro, your franchise is now open for bids. Enbridge, you can come and bid.  Hydro One, you can come and bid.  And it is a 20-year contract.  Tell us how much you are going to charge the customers, and whoever is able to do it at a -- with good quality and at the lowest price, they get it.  Tough luck, Toronto Hydro, if you can't do it cheaper.

There is no reason why -- that is how the competitive markets work -- why can't that happen in electricity distribution as well?

So the point is not that that is the answer.  The point is, this scope precludes consideration of anything like that.  And that is not a good idea, I don't think.

MS. ROBSON:  Okay.  Kent.

MR. ELSON:  Kent Elson, Environmental Defence.

Just a comment about rate design and whether it is fully in or out, and our view is that it should be at least partially in.

C&I distribution rate design, that is a separate process.  We are involved in that process.  That makes sense to not be duplicating in this process, but outside of what is covered within that scope there may be areas where, when you recognize the value of a distributed energy resource, the best way to reflect that value and align incentives is through rate design.

So it might be that we don't implement that rate design in this process, but rate design be identified as a solution to ensure that customers who are putting in place a certain kind of distributed energy resource are, you know, internalizing some of those benefits in the way that they should be.

Another potential rate design issue is EVs, and in some ways that potentially should be a separate issue just because it is going to have such a big impact.  We don't know exactly when, but the impact would be significant.  And it may be that there should be rate design to more accurately reflect the benefits of EVs or make it less costly to transition to EV, something to that effect.

So I think rate design needs to be in here.  That doesn't mean that this process needs to come up with the rate design but have, you know, high-level recommendations or pass it off to an expert.  Something like that I think should be included, and it is not clear for me if it is intended to be entirely excluded.

Just a second point -- sorry to go on -- is at what point we might want to bring in some experts to look at some of these issues, valuation of DERs.

I mean you can put that out for someone to come in and -- I mean, there is a lot of existing information out there.  We submitted some examples of some really good work that's been done.  You wouldn't need that much more.  Why not tender that out and get that work under your belt?

Some of the rate design issues might also be something that you could tender out to get some expert reports on.

So I think that would be a very good thing for you folks to come back with some next steps on, so we can really get into some of the details because at some point, we will need to.  Thanks.

MS. ROBSON:  Okay, thanks, I appreciate that.  Yes, Julie?

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

I am sort of looking at this from the same perspective as Jay.  When you said earlier in the day we will have a holistic review of the whole renewed regulatory framework, which to me sort of says how utilities are regulated in Ontario, and this doesn't really I think go that far.

It is just sort of saying, how do we sort of tweak with the existing way we regulate in order to create incentives, manage risk, et cetera.

So again it is my question about scope that I have been harping on a bit today, but are we having a holistic Approach, a look at the way we regulate?  Or are we tweaking the way that we currently regulate?

It is just not clear to me from the way that this is laid out.

MS. ROBSON:  Okay, I will take that back and look at that to make sure it reflects a more holistic approach.  I don't think it was meant to be as narrow as it is coming across.  Ian and then Kerry.

MR. MONDROW:  Thanks.  I really sympathize with your struggle with scope here, and you are getting different things.

I do think at some point, probably the next step I suppose, the Board is going to have to clarify the scope of this work, at least the near term scope.

To me, the issue that the -- so one approach is we're going to reshape the world, which is Jay's approach, or the approach Jay spoke to.  The other approach is what issues we are going to be faced with and how we're going to respond, and let people know so there is some clarity and some foresight, which is the incremental approach.

And I guess the Board is going to have to pick what approach it is trying to nail down in this process.  People are trying to drag you to the we're going to change the world approach.  I am not personally sure that is the best thing for the Board to do, or that it is tractable for that matter.

But clearly there will be issues, and there are already issues coming up that you are going to face as a Regulator.  And those are much more immediate and I think the regulated entities are looking for clarity on that, and I think that is something that, at a minimum, you are trying to and will no doubt provide.

So to look at that part of the spectrum in the context of distributed energy resources, there are two -- and you know, I think the issues are pretty clear and people keep talking about generalities.

But the two particular issues are: If one accepts that DERs are coming, the utilities are going to have to react.  How are we going to manage that?  How will we get visibility in our system?  How are we going to operate our system so that we optimize.  How are we going to preclude stranded assets.  What is expected of us.  You captured a lot of that and people have talked about that.

The other issue is not the utility reaction, so they're looking to how are we going to deal with this.

But if people and the regulator expects utilities to look at non-wire solutions, you need to give them the platform on which to do that.  That is the remuneration piece.

And the issue, I think, again is pretty simple.  How do you compensate utilities if they're not putting capital in the ground, putting steel or in the ground or, you know, conductors overhead.

If they're going to have -- I mean IT is a perfect solution.  If they invest in an IT system -- well, that is actually not the perfect example.

But let's say rather than another transformer station, there is a particular neighbourhood that has a particular draw on the system and putting a bunch of solar panels and batteries in the houses will solve that problem, or at least defer it for the foreseeable future.

But they're not allowed to go behind the meter, so what do they do?  Do they procure it?  Are they now allowed to go behind the meter and make that investment and put in rate base.  So those are the simple questions; how do you compensate utilities for that.

So I think this discussion is very useful in its entire breadth.  But I think ultimately that the Board as a board, and staff as the Board's support, is going to have to figure out what issues are we going to be facing in the next few years.  And how can we provide people with a sense of how the Board is going to deal with those issues, and how can we get input on that so when we get there, it is not a complete surprise and we have a better understanding and our stakeholders have a better understanding.

To me, that is the narrower scope, not the broader scope.  I think the broader scope is interesting, but I don't know that it is necessary, and I think it's going to be very, very hard to get your arms around.

MR. SHEPHERD:  So Ian has asked the right question, which is how do we compensate utilities if they're not making capital investments.  And yet the narrower scope says we can't question the paradigm that investing in capital is how you can remunerate it.

MR. MONDROW:  That is not what I meant to say.

MR. SHEPHERD:  I know.  But by taking the narrower scope, you're saying cost plus is how we do things. And that isn't necessarily the right way to do it.

So if you can't at least question the paradigm, maybe you end up saying we can make it work within that paradigm; that's fine.  But at least you've got to start by asking the question: is there a different way to do it?

MR. MONDROW:  I think that is what we're doing in this Process, and I think the process is very valuable to do that.

But unless it gets more focussed, I am not sure what use will come out of it in the near term.

But I think having this -- I should have started, if I didn't, by saying this discussion is very useful.  It places a great demand on you guys trying to distil it, and I think you so far have done a great job.

But I do think the issues are not as complicated as the universe, at least the near term issues.

MS. ROBSON:  Okay.  Thank you for that.  Then we are going back to Kerry, sorry.

MS. LAKATOS-HAYWARD:  Kerry, Storage Power Solutions and OSEA.

Going back to the scope, when I look at the comments around the distributed rate design is not -- should not be explored and it is a separate consultation, I do take kind of a -- somewhat of an exception with that, because the existing rate design proceeding is looking at some very specific sets of questions.

But I think there is a whole breadth of additional questions of how you value distributed energy resources, how do you value from a locational perspective and again, as I said before, from a time perspective, that needs to be addressed at some point.

I would agree maybe is it a separate proceeding or something down the path, you know, potentially.  But, you know, just for an example of, you know, New York with their veto rate value of distributed energy resources.  So there is a way that they have identified a way to sort of value capacity at a local retail level.

So of course finding an Ontario-specific is certainly the way to go, but there are other places that have done that.

MS. ROBSON:  Okay.  I think that comes up next when we move on to the scope of the responding to distributed energy resources.

I don't know if it is beneficial to just keep on with this, or if we should move on to -- a couple of other comments?  Okay.

MR. PEPPER:  Steve Pepper from 0SPE.

I wanted to sort of follow up.  I think there was a couple of really good perspectives that came out of that that's worth talking about.

One was -- I mean, the OEB has a couple of approaches.  One is to be prescriptive and sort of direct a certain approach to dealing with DER connection requests and, you know, as a means to, you know, get experience out there and get certain amount of adoption and then assessing that.

I am not sure that is how -- where anybody's trying to go.

The other approach is to try and create an environment where it can be incorporated.  We talked originally about, you know, who is the customer in the first instance and there is a mental paradigm that the ratepayer is the consumer, the demand is the customer, and the LDC or the distributor primarily exists to service that as opposed to, you know, the operator of the distribution network that has multiple types of customers.

And some of the discussions has been about solving the problems that the distributor might have with its grid, in terms of looking at DERs as a potential solution.

But we -- I very easily see where somebody wants to do something, a DER, not for the purposes of solving a need that the distributor has, but to service needs that other customers that are connected to that distribution grid have.

And they have contractual relationships with third parties or even interrelated parties that have different points of connection on that grid.  They're not seeing themselves as a customer, per se, and looking for the distributor to solve their problems, they're looking for that as simply a mechanism for them to conduct business using that infrastructure, that piece of infrastructure.

And it goes back to that conversation on how do you compensate people in that type of an environment.  And, you know, again, just to maybe throw it out there, but rather than using capital, because, you know, as your big driver I understand why we've got the capital and how it's gotten to this extent, but, you know, at some point it is going to be the case where the distributor is going to get compensated based on a connection, a point of connection, a type of connection, a capacity of connection, a certain, you know, characteristic of connection, and you are going to get compensated based on that.

I don't care how much capital it takes for you to accommodate that connection.  There will be rates and maybe an application process that is going to make adjustments for  particular unique cases so that the distributor or the service provider is not going to be hamstrung by that.

But then it is a matter of, well, you know, if you can accommodate that connection need with limited capital or no capital or outsourcing some of that capacity and making an operational expense, that is up to you if that makes the most economic sense for you as a distributor and for the rest of your customers.

Or if it's to invest in capital to expand your ability to accommodate more points of connection and therefore more revenue, you know, as a fixed annualized type of revenue, I see that as kind of inevitable in some capacity as we move away from this, how much you can spend -- spending money makes sense when you are building out infrastructure and, you know, you're Mississauga and you are 50 years ago and, you know, it is all farm fields, and who knows how big Mississauga is going to be, but we are there now.

So now it is people just loading up on connections and adding intensity to that grid and spending money or not, hopefully to use better technologies and approaches to accommodate those customer needs, whether -- whatever they are.

And I think that can be -- that's kind of how I see -- it's a different framework for a utility remuneration than we have talked about, again, not suggesting that is kind of what we need to talk about here, but, you know, in terms of responding to DERs as customers that want to connect to a piece of public infrastructure, you know, how do you -- in the absence of putting in directed mandates that sort of say you have to do this and all that, the other approach is, is you have to look at that business model and see -- reframe that discussion.

MR. GARNER:  Can I ask a question about -- Ceiran brought up earlier, because I am getting -- I am a little confused now with the remuneration concept here.

What I heard you saying was that the issue that you really had your mind to was basically how to provide the utility the resources in which to accommodate DER, which beg the question, everybody is around here, so why isn't there more DER today?  What do we need any incentives for?  It's there.

So what I understand it is not there for is because the utilities, unlike what we're saying, it is not about lack of investment.  The utilities have a grid that is not built for pushing power on to it.

In order to push power on that grid they have to spend substantial money on safety and control in order to -- that's what they need to do to make DER work.  It is a highly complex, somewhat dangerous concept to them.

So really, I thought what you ended up saying was what we're really thinking here is we need to provide the utilities some resources in order to basically make the grid accommodate DER and to make a market for DER, because right now what prohibits DER basically is two things.  One is some people see no value in it.  It is not going to give them any value.  And the other is the distribution grid is simply not built to accommodate it.  Never was.  Was never designed that way.

And therefore, utilities are being asked to put in money to accommodate pushing power on to their system, and that is a little bit problematic.  So that is -- when you talked about that, I thought that is what you were thinking about.

MR. BISHOP:  I'm sorry if I gave you that impression.  I mean, a lot of those interconnection cost responsibilities today rest with the proponents themselves.

And I think, if I am thinking of the remark, it had to do with the fact that right now we know that utilities aren't necessarily considering the broadest possible range of options for meeting a particular distribution need.

And in some cases a DER, whether existing or whether a new one could be put in place, could help to address a particular system need.

And in order to provide value to customers and to continue to be open-minded about what actually the least-cost alternative is for providing service, we need to ensure that distributors are opening the envelope of the options they consider and making sure that they turn their minds to DERs, whether existing or whether new, as an alternative for traditional infrastructure.

But -- now, there may also be -- come a point where enabling infrastructure could be required in order to allow penetrations up to a certain -- beyond a certain level of adoption.

And in that case, then, we may face the policy question of, what level of enabling investments are appropriate for -- appropriate to be made, and in those instances, if we reach that point where enabling investments are required, who pays?  How?  Over what period of time would also be appropriate questions as well.

But I think fundamentally the idea is that the utilities are casting their nets too narrowly when considering how to -- what investments they should make in order to meet distribution needs.

MR. GARNER:  Thanks.  So it seems odd to me -- maybe I missed it because I wasn't in the first one -- this whole policy doesn't start with the idea of, well, you can have DER today.  So what is the list of things that prohibit it?  What are the list of things you are actually trying to say is we need to get rid of X, Y, and Z in order to have more DER?  Like, what are the things that you are trying to do in order to do this more DER?  I mean, why isn't it just happening today?  Why isn't it just going on gangbusters?

So the question to my mind is, so what exactly is it you are asking a utility or someone to do in this policy?  What are you trying to solve?  What is the problem?

MR. BISHOP:  Well, that might actually be a natural prompt for us to switch slides, and Mark, it is not to avoid the question, it is because I think --


MR. GARNER:  No, no, it's okay.

MR. BISHOP:  -- I think it's because the next question bullet -- the next slide will actually have to address some of those things.

MS. ANDERSON:  All right.  Let's do that then.  So here's our preliminary thinking on scope for responding to DERs.

We think that a common framework for identifying DER costs and benefits in Ontario is something we heard a lot about and probably to the point that was raised earlier by somebody, I have forgotten who now, something where experts will likely be very helpful.

Signals for investment and operation of DERs by third parties and consumers that promote efficient system use, and I think this is where we get into some of the cost allocation, cost responsibility kind of questions, because, you know, often those signals are price signals, and so those prices need to kind of have two jobs.  It needs to provide that signal for an efficient use of the system.  It also needs to ensure appropriate recovery of various costs.

So I think that is where, you know, as we have said before, there is the C&I rate design consultation, there are other places where some of these issues are being looked at, and maybe what we need to do is more specifically identify what are the sort of residual issues that are not being addressed there that need to be considered here, and perhaps if we do that more concretely that will help the conversation.

The next is enabling DER services to the distribution system.  So -- and I think this also gets into a lot of the value questions about, well, there are certain costs of integrating DERs, but they can also provide certain services and benefits to the system, identifying what those specific services and benefits are, and finding a way to enable them to happen from a, you know, a mechanical process perspective, but as well as from a reasonable compensation and cost recovery perspective I think are important.

And this is an area where again alignment is going to be critical, because we know that the IESO has a number of initiatives underway, looking at how to enable DER services at the bulk system or to enhance DER services at the bulk system level, and as we have talked about many times, DERs are -- there's a competitive behind the meter market for DER services directly to consumers, and so we need to think carefully about sort of where are those lines between competition and the role of the distributor and what services that can be provided at the distribution level.

So that's something where we definitely see a need for alignment.  And then, as Ceiran just mentioned, treatment of investments by utilities to enable or integrate DERs.

So we know that the distribution network, as mark also just mentioned, was not designed to necessarily have resources connected to it that are injecting into it, and was not necessarily designed to manage more dynamic load and use of the system.

So we will need to look at those kind of investments and how they're treated, and that is of course a key linkage with the utility remuneration work as well.  So that is a bit of a crossover issue between the two initiatives.

Then of course we talked a lot about enhancements to system planning, you know, having utilities be sort of indifferent to the type of solution that they deploy is one thing, but then also making sure those solutions are being considered as part of planning processes is important.

Then finally the roles, the responsibilities, the rules and requirements clarifying who does what, who is allowed to do what, what are the mutual obligations between parties, between utilities and customers and DER service providers, or various different types of customers who may be more active or sophisticated than what we have today.

So those are the things that we think this consultation should explore.  The connection process and requirements obviously are being addressed elsewhere, and Laurie and Catherine have been keeping a running list of issues that are sort of being raised in that discussion, but are out of scope, and handing it over to me.

So I am getting that parking lot and keeping the running list, and the goal is to make sure none of the important issues slip through the cracks.

I just talked about rate design.  So we will have to Identify, I guess, residual rate design issues that maybe were not dealt with in the residential rate design review that was completed a few years ago, or that are not being dealt with in the current CNI rate design review, and maybe identify those to be considered in this context.

Commodity pricing is another thing that we think is out of scope, because again, there's a separate initiative for that.  And then as I mentioned, enabling DER services to the bulk system; that is the IESO's purview.  We want to make sure there is coordination and alignment there, but I don't think that is something that is directly in scope for this initiative and similarly DER services directly to consumers in a competitive market.  There's touch points with regulated utilities and the sphere of regulatory influence and we need to be mindful of those touch points.  But generally speaking, I think competitive markets are best left on their own.

Please ask the question.  I saw the face.

[Laughter]

MR. SHEPHERD:  I didn't put my hand up.  So this is her fault.

MS. ANDERSON:  Yeah, I'm picking.

MR. SHEPHERD:  Surely the regulated entities are, to a certain extent, gatekeepers in the provision of DER services to consumers.  So at least that part of it has to be part of this consultation, right?

MS. ANDERSON:  Yes.  I would agree.  That is the touch point, right, to the extent that they're the network provider, the conveyor, then yes, that is where we need to be considering the competitive market.  But not in terms of, you know, how do we allow these services to customers or -- actually that was exactly what it is.  But what kind of services should be allowed in the competitive market is I don't think something we want to get into.

MR. SHEPHERD:  The reason I raise that is because some people are talking about where should DERs be allowed to be placed within the system and stuff like that, where is it optimized to have DERs over here, but not over there.

And I would have thought that is not part of what the OEB does.  If the competitive market -- if people, customers buy DER solutions in the competitive markets there instead of here, not your problem.

MR. MONDROW:  But if I may --


MR. SHEPHERD:  Making sure that the system can handle it is your problem.

MR. MONDROW:  I would disagree.  I would go farther than that.  Ian Mondrow, counsel for IGUA.

That is precisely the point.  If DERs advocates want utilities to invest in DERs solutions, those solutions are by definition geographically targeted.

So the issue for this consultation it seems to me is if that's what we want, how do we integrate into expectations regarding distributors -- as an example, distribution planning -- geo targeted facilitation or incenting of DERs?

MR. SHEPHERD:  That is a --


MR. MONDROW:  How are they different?

MR. SHEPHERD:  On the one hand, you have distributors, for example, investing in DERs.

MR. MONDROW:  Right.

MR. SHEPHERD:  In the other, you have customers investing in DERs.

MR. MONDROW:  Right.

MR. SHEPHERD:  If customers are investing in DERs, it's not the OEB's problem except to the extent that distributors are gatekeepers or facilitators of that activity.

If the DER investment is by the distributor, then you have a whole other set of issues, but that is absolutely in the OEB's ...

MR. MONDROW:  Except in between those two goalposts are investments by customers, but facilitated by distributors or encouraged by distributors, or channelled by distributors.

MR. SHEPHERD:  Fair enough, fair enough.

MR. MONDROW:  So let's not assume, because you don't like to assume things, that the distributor can do this.

MR. SHEPHERD:  That's fair.

MS. ANDERSON:  So we have actually two -- I will go to the mic, then over here, then back to you.

MS. WILLIAMS: I just want to ...

MS. ANDERSON:  You might have to get really close to it.

MS. WILLIAMS: I just want to lift a point that I think Ian just mentioned.   Distributors want to be seen as a trusted energy advisors and planners.  But one of the things you have to keep in mind is that they do have access to data.

So the whole focus on foundational investments is all about knowing where the pinch points are, and the local distributor has that, has that information being fed.

So this idea of placing DERs wherever without it being database is, you know, it is really a non-starter.

So we work very closely with the IESO.  We make sure that the data that we have is fed into the IESO through the MDMR process.

So keep in mind that as an energy advisor, as a trusted energy advisor it's because the foundational investments, those investments have been made and we continue to upgrade that so that we have the best data possible.

MR. SHEPHERD:  Why don't the distributors simply share the information with the public so that the market can work?

MS. WILLIAMS:  So that's customer data, and we share it with the MDMR.  So we need it into a process.

But if you are talking about individual data, and that was all part of the smart meter entity discussion, but yes, the idea of sharing individual data is not up to us.

MR. SHEPHERD:  That is not what I was suggesting.  I was suggesting that data on where solutions are needed or most valuable --


MS. WILLIAMS:  Those pinch points that you are talking about, that discussion is happening or else we couldn't have an annual planning outlook.  We are just going through that now.

MS. GRIFFITHS:  Sorry, can I just -- the data accessibility on behalf of a customer, who owns the data, who has access to the data.  So much could be done if a LDC just gave us a heat map of where they need help without any incentive for them to do anything.

Just where do they need help to drive what Ian was getting at, where a DER should be located.

It could be a customer choice.  Solely just a customer choice wants to do it.  It could be the customer wants to do it and it would help the distributor for some issue, if that information was just available.

And so, you know, I know this is one of the -- I want to say principles maybe, the information sharing.  But I think that is key to what Ian and Jay have said and what the distributors need to do is open up that, whether it be called a heat map or something to drive this, that actually has nothing to do with their costs or them investing anything, but just have that.

I mean, maybe we can go down that longer, but that whole point of just let us know where to put these and we will do it, and we will it will you and we will tell the IESO.

MR. MONDROW:  Can I ask a question, Sarah?  Why would you generically do that, if you are not being incented to do it.  I actually think if the distributor is avoiding a cost to the benefit of its other customers, it should contribute to the cost of the solution.

But leaving aside how that works, you suggested that if the distributor just tells you where they need to you, you'll rush over there.  Why would you do that?  What do you get from that?

MS. GRIFFITHS:  No, I wouldn't but ...

MR. MONDROW:  I thought you said you would.

MS. GRIFFITHS:  No, no.  My point is there may be a customer that we have that wants to deploy DER for their own use.

MR. MONDROW:  Right.

MS. GRIFFITHS:  It may be that we recognize that in distributor A's territory, they actually could use ours and we could say, hey, we put this in for our customer, but we're only using half of the capacity.  Do you need some of it?

MR. MONDROW:  Oh, all right.

MS. GRIFFITHS:  So...

MR. MONDROW:  But then they have to pay you for it.

MS. GRIFFITHS:  Maybe, maybe not.  That would be then a contract between, that may be of service.  But my point is that instead of building all of these DERs over here because the customer wants them, why not build them here where the utility needs something.

I am just saying, if that information is open to the market, market will drive those solutions.  Whether or not the distributor is paying for any of it may or may not help.

They may just get them all.  We may all go offline and all of a sudden a capacity issue is actually dealt with without anybody paying anything.

I am just saying, these are things we want to explore --


MR. MONDROW:  This is Utopian, isn't it?

MS. GRIFFITHS:  Well, right now.  If you had a capacity issue at a transformer -- and I am a politics major, not an engineer -- if you had a capacity and you had a bunch of DERs go in for nothing to do with what the distributor wants but purely for their own use, you could see the issue -- the capacity issue at that substation actually go away with a distributor doing absolutely nothing if, you know -- and that may actually just happen because the information is there and the distributor doesn't put on ridiculous interconnection requirements, they're out of scope, I recognize that, you may actually see some of these problems solved by the market without the distributor having to do anything except give information.

MR. SHEPHERD:  Does this arise, Sarah, in the context of reliability situations?

If a distributor has a poorly performing feeder because it is overloaded, it is at its limit, you don't know that, right?  So you can't go to one of my schools that is on that feeder and say, we can fix your reliability problem, because you don't know that it is there.  You don't know if that solution is available, right?

MR. LUSNEY:  I will try again.  There is two sides to it.  [Mic not activated]..

So there is two sides.  One is, do you know what areas of the province by LDC are bad areas because the system is jammed and the LDC hasn't made investments to open up capacity?

On the other side there is areas -- do you know where there is areas where the utility said, hey, if I get this type of service, whether it is capacity or energy drop over a certain time, is it good for -- allows me to avoid future spend.  That sort of information is just not shared.  Even worse, given the plethora of LDCs we have, if you are an entity that has a whole bunch of different locations across the province, you are now dealing with different entities trying to get different information extraction.

So part of -- and I think Mark's question, why aren't we seeing gangbuster DERs, part of that marketing exercise for third-party DERs trying to offer services directly to customers and say, we can help you manage your costs or your power quality or whatever is, okay, I have come to you and they say, okay, I have got 20 sites.  Which one do you want to start with?  We don't know.  We have to go visit 20 LDCs.

MR. SHEPHERD:  The LDCs won't necessarily share the information.

MR. LUSNEY:  And that is kind of an aside, but that is a similar thing.

But it isn't as simple as DER service to the utility. It's, there's a wholesale energy portion that customers are making decisions yea or nay on.  They may take a sliver if they can have either some sort of incentive, discounted rates, or some other payment, or they may do it in some way where a utility is doing a call for service provision.  It may trigger them or not.  Part of this is, well, how do you incentivize or motivate or whatever word you want to use for a utility as they're looking at their system and planning into the future, go after these things that are very decentralized and driven not just by a single entity's spending decision but by a bunch of different entities' spending decision.

MR. SHEPHERD:  Well, I was going to ask that.  Sorry, it's Jay Shepherd --


MS. ANDERSON:  Last one, and then we'll --


MR. SHEPHERD:  I was going to follow up on that, because it seems to me that when the Board sets rates it is supposed to be checking that the utility is doing things in the lowest-cost way.  And they have -- the utility has an obligation to come in and say, we have looked at all of the different ways of doing this.  This is the lowest-cost way of doing it, and it doesn't matter whether there is capital or operating or whatever.  They're supposed to do that.

So that part of the, quote, problem is actually, we know what the solution it.  The utility -- the regulator should be doing that job more thoroughly.

MR. LUSNEY:  And I think the difficulty -- and I agree with that -- is that historically electricity utilities have planned their system based on either demand growth, so new connections, or asset management.  I have stuff in the ground.  I need to maintain it or spend sustainable capital or refresh it.

The third wheel that has come in and is really difficult is I now have to plan for demand growth that may be offset by the customers themselves, the customers making investments that will reduce their demand, and there is what we have talked about much more uncertainty.

So I agree.  I think a lot of this planning conversation and spending decisions one way or another is how are we reviewing those plans to be prudent, and then the most important in my mind is:  It's now becoming more of a time function.  It's not just spending on a year to year.  Are you -- and we have already talked about this -- do you want to put a 40-year asset right now?  Or are you better served to do a ten-year asset that might be more expensive but is more likely to give yourselves optionality into the future?  Because if you put a 40-year asset in and everyone puts rooftop solar on, and now you are underusing that asset, all your customers now carry that, and that's the real driver to respond to DERs:  How do you plan and bring that into your planning decisions in a way that is prudent, that is viable, and probably most importantly, how is it scalable?  How do you change for a future of, no one gets electric cars or everyone has electric cars, and something reasonable in between?

MS. GRIFFITHS:  Can I give you a reference?  It's that can Sarah Simmons -- her CanSEA presentation outlines the information, the distribution planning, and it had a great chart from the advanced energy economy slide that was used, so just as a reference point to what we're talking about, that is already in the materials.

MS. ANDERSON:  Okay.  So there has been a few people waiting very patiently.  I think the first one was actually Richard way back when, I don't know, and then Bill, and then I have got Kerry and Mike.  I think everybody.

MR. CARLSON:  I think a lot of this -- so I'm going to build on a bit of that conversation.  A lot of these really comes down to locational values and temporal values and how we value stack everything together, and that is being done, you're seeing in the U.K. where they're looking at various other criteria, in New York where there is -- you're out there, so you can go on the Con Edison website, find out -- I can do it right on my iPad here -- find out where the circuits that are the feeders that are congested, and what I would get for putting in a system in there, and then I can run the math and I can find out if it is worth it or I can run the math and find it is not worth it, and that is where -- that's how if you really want to open up competition you have to be able to provide that value stacking.  How do you reveal these temporal -- these locational prices to allow these people to do that?

And then the other side is, how do you force -- I am trying to think of a better word -- the utilities to actually take that on.  How do you ensure that they actually consider these or don't come up with -- and also how do you separate between the real objections, because of various system constraints or safety or what not, versus the spurious objections that would just -- just because they want to preserve the status quo.  And that is going to be where they -- how you do the both sides.  How do you create the value DER tariff, the value stacking, and then how do you enforce actual use of it?  Those are going to be the two very difficult ways of enforcing it.  Good luck.

[Laughter]

MS. ANDERSON:  Thank you.  Bill?

MR. CARLSON:  Sorry, that was Richard Carlson, Pollution Probe.

MR. HARPER:  Bill Harper with VECC, and I think I was going to say I think you sort of -- various subsumed somewhat by the comments that have been made since I put up my hand, but -- and I think it goes back to the first bullet on your slide here, and that you're talking about a common framework for identifying DER costs and benefits.

I think the important word is "framework", because you may have a common framework, but you are going to come up with 69 different answers if you have 69 different utilities.  And that is perfectly appropriate, which goes to the point of then you're going to have to have the 69 answers, you're going to have to use 69 answers because the one -- I remember back a number of years ago we were talking about trying to figure out what was the system benefit versus what was the local benefit and splitting stuff, what should be socialized, not socialized.  Great concept, but the first utility that came in came up with some numbers and, rather than having other utilities do the same numbers, we just used those same numbers for every other utility ever since, which meant we got one answer right and 68 wrong, you know.

So I think the important emphasis there is, remember, it is just a framework you're looking for, and the real work is going to be going on in terms of applying that framework, but that is going to have to be done if you are going to get it done right.

MS. ANDERSON:  Great, thank you.

We had a few more in sequence, but then we'll come back to you.  Kerry was next, I think?

MS. LAKATOS-HAYWARD:  Yes, hi, Kerry, Storage Power Solutions.

I think Richard highlighted a great real-life example of how you can tackle the geographical and temporal question of how to place DERs, and I think he used the example of Con Ed, but any of the investor-owned utilities in New York kind of have that mandate, but it is kind of coupled with the information that is available to kind of any third-party provider, as well as the utility.

But it is also having again that appropriate market price signal, and I think that is really important to drive competition.

So I think you sort of highlighted, we're going to get to that, Kerry, but my comment on the distribution rate design, I think, is more appropriate on this issue that -- rather than necessarily the utility remuneration, but the distribution rate design issue I believe should be explored as a part of this proceeding.

MS. ROBSON:  Great.

MS. ANDERSON:  Mike was next.

MR. BROPHY:  I just had a couple of comments.  One is -- Mike Brophy on behalf of Pollution Probe -- on transparency.

There's been a lot of kind of back and forth on issues that link to transparency, and hopefully some people's solutions or proposed solutions end up in their submissions as well.

But I think the overall, overarching transparency should sit in the responding to DER proceeding.

There are linkages to other things, like DER connections, where transparency has come up as a component.  So examples being certain utilities that post how much capacity there is on parts of their system for things like DER solutions is great.  People look at that.

There's also been discussion around allowing more robust analysis.  You know, today if somebody comes in with a proposal to an LDC and they're served off a certain feeder, they could get a no, you know, , no, it doesn't fit, it doesn't work.

But then next month, the utility rebalances, you are on a new one and it would have worked, right. So being a little more robust in that kind of analysis and view.

So all of that links in to other elements.  So community energy planning, there is municipalities, communities, individuals who have real solutions with DER and are having trouble getting them put on the plate.

I know IESO's trying to improve their process with regional planning.  It's been a tough go and it's not quite there yet.  There isn't a lot of DER outcomes that are actually happening as an outcome of those plans yet.

But I think there is desire to get there. So that kind of linkage as well.  So that is the transparency and where it should fit.  Then you can do the list of the other things that kind of fit in, but then you are not missing anything as well.

The other point was just on your slide around enhancements to system planning.  I think, Rachel, you gave a good summary, but I just would enhance it by it is not just system planning, but it is approvals as well.

So, you know, if you come in with a capital proposal to the OEB, you want approval but you haven't looked at community energy plans, you haven't looked at whether there's really a need, all of these things, like that's not the bar that you need to strive to.

So I think it all came up already kind of through Today, but it is not reflected in that bullet, so thank you.

MS. ANDERSON:  Thank you.  I think we will take one last comment here and then maybe move on, if that is okay with everybody.

MR. PEPPER:  Steve Pepper from OSPE.  Just a question for the OEB, whether you've looked at other regulators' initiatives in this respect because of course, you know, the sense I have is the title being responding to DER which means the OEB really doesn't have a position either way, whether to encourage or discourage, or even if there's an outcome that it desires.  It's kind of a vacuum right now.  Maybe that is part or parcel of this process, is to come up with a determination.

And I use the example of the California Public Utilities Commission, which leads the US in terms of adoption and integration of DERs and has developed a pretty comprehensive framework around that.

They see that as a component of their resiliency, given some of the fires and the grid issues that they have had there, and financial and otherwise, but also key in terms of democratizing, encouraging innovation that they're trying to use as well as their climate objectives.

So they have been working on this for years now and have gone through a lot of these discussions already.  A lot of these things are already publicly available just for doing searches.

One of the tools that they have come out with is interactive capacity maps that go to feeder levels that some of their utilities are mandated to maintain, and they're going to -- updating those on an hourly basis.

So proponents of DERs from the private sector can go on and do their own analysis and bring forward proposals, as opposed to waiting for an RFP that is done in a central planning fashion, you know, and that is one of the key tools that they've used and they have a mandate to encourage more DERs and that is a posture and that is a mechanism.

So I point that out as another frame of reference, by no means the reference or the only reference.  Certainly New York seems to have some great initiatives as well.  But you know, they're right at our doorstep and they're available and I think maybe they're not the answer for us, but they do provide a perspective for further consideration.

MS. ANDERSON:  Thank you.  Did you have a question, then?

MR. WEIR:  Yes.  Potentially or hopefully just a softball, because it is clarification.  But oh, sorry Ben Weir, IESO.

Would you -- on slide 52 here, would it be in bullet 3 or bullet 6, or in no bullets where we would capture requirements or processes for inner operability between system operations at the bulk level and distribution level for DERs specifically that are participating in wholesale markets?

MS. ANDERSON:  That's a good point.  I think it is probably captured for sure I think in 6, because it speaks to the roles and responsibilities and being clear about who is supposed to do what.

Mr. We're:   Right.

MS. ANDERSON:  I also think it is applicable to 3 because it is about enabling those services at the distribution level, and obviously ensuring that resources are not getting conflicting orders is probably part of enabling those services.

So, yeah, I definitely think in those two places and then, you know -- yeah.

MR. WEIR:   Okay.  I just wanted to make sure, thank you.

MS. ANDERSON:  Just a time check.  We said we would end at three, it is about two minutes to three and we have a few more slides to get through.  We do understand if you have other commitments and you have to go, that is completely understandable.  But I think we will just try and power through these slides as quickly as we can and then get to any last comments or questions.

Okay.  So we included this slide to just further illustrate what we think is an appropriate scope of work for the OEB versus some of the other actors who are engaging in responding to DERs and sector evolution.

We actually borrowed this from some -- this construct from some work that was done in Australia, where they kind of set out there is sort of three layers of DER integration.

One layer is the regulatory and just recognizing that, you know, rules and requirements and processes and regulatory instruments need to reflect that these resources exist.

An example that we heard a lot is that there are no references to energy storage in a lot of OEB materials, so things like that, and that is obviously a key area of focus for the OEB.

The next layer is the market layer.  So there needs to be mechanisms to appropriately compensate DERs for the services they deliver.

As I talked about on the previous slide, we think that the OEB's focus in this regard is on enabling services to the distribution system because behind the meter is a competitive market and other than those touch points that we discussed, you know, that's something that is sort of outside the OEB's purview, generally speaking.

Then of course the IESO is looking at enabling DER services at the wholesale market level.

Then we have the technical layer, which is really where the rubber hits the road and if you don't have technical standards and interoperability, none of this is going to work anyways.  So we recognize that that is a really important issue.

EPCOR raised that back in September, and kind of reminded us all that physics matter, and we have all of these policy aspirations and that is good.  But technical system constraints do need to be considered.  So we definitely don't want to try to proceed with this work with blinders on about that.

But we also recognize that, you know, technical standards and interoperability and these sorts of things are better addressed by other entities than the OEB, and we certainly are not a leader in terms of standards development or anything like that, but we do occasionally reflect them in our regulatory instruments, so we need to be mindful of where that is the case and whether it needs to be the case in any other instances.

We heard a lot about the need for coordination within the OEB and then among entities.  So here we have the relevant OEB initiatives.  We have talked about most of these.  I just wanted to take this opportunity to let you all know that in terms of internal coordination, we have established a sector evolution staff team.  So we have staff who are working on these projects.  We have staff from different groups across the OEB, including rates and licensing and consumer protection, and the goal of that group is basically to make sure that, you know, we're identifying touch points between initiatives that are underway that we're making sure input we receive from stakeholders in one initiative that is pertinent to another is being passed along and just to make sure generally that we're on the same page and have a common understanding of where we're headed with these things.

And here are some relevant IESO initiatives.  Again, we recognize the need for coordination here.  You know, we have been participating in one another's consultation activities.  I was at the energy storage advisory group meeting earlier this week to hear about how the IESO is working to integrate storage.

We have obviously got IESO representation here today, which is fantastic, but then also behind the scenes there are plenty of staff-level meetings going on where we're talking about issues that have been raised and touch points and trying to understand, you know, what are you thinking on this, what are we thinking on this, and what part of this issue is in your wheelhouse versus ours.

I think we have already had a discussion about whether the preliminary scope is appropriate, so maybe we will just move on to the consultation process.

MS. ROBSON:  Great, thanks, Rachel.
Consultation Process

So we heard a lot of feedback from stakeholders about how the OEB should respond with these consultations, and some of the things that stakeholders emphasized was the need for coordination and transparency, as Rachel talked about, the use of working groups to dive into specific issues going forward, prioritizing work to make sure it is timely and measured, and then developing solutions that are -- that reflect Ontario's circumstances.

So staff agrees with stakeholders' suggestions regarding the approach to consultations, and as I mentioned earlier in the morning, these are the preliminary guiding principles that we have drafted for the consultations itself.

And Rachel talked about the coordination between -- within the OEB and then between the IESO, but we are also in touch with the Ministry and meet with them regularly as well.

We also agree that we need to prioritize issues to support an effective and productive consultation, and while we can learn from other jurisdictions, as Steve pointed out, that policy option should be appropriate for Ontario and informed by available evidence.

And now I would like to turn it over to Ceiran Bishop for some concluding remarks.

MR. SHEPHERD:  Sorry, before we leave the process, yeah, were you going to ask for input on the process?

MS. ROBSON:  I think we are going to have --


MR. SHEPHERD:  Okay.

MS. ROBSON:  -- but you are more than welcome to make some remarks --


MR. SHEPHERD:  Well, here's my concern.  Some of this stuff is going to require disciplined analysis and evidence, and the utilities have resources for that.  The customer groups and the environmental groups do not, and once you've set the issues for this, it would certainly be helpful if you set a process whereby those of us who are not well-resourced can come to you and say:  This is what we want to study.  This is how we want to approach it.  This is how it helps the process, so that we can then be assured that it will be funded.

MS. ROBSON:  Okay.  Thank you for that comment, Jay.

Any others before we move on then?

MS. GIRVAN:  I would just ditto that comment, thanks.

MS. ROBSON:  Okay.  Thanks, Julie.

MR. BISHOP:  Thank you very much, everyone, for coming today.  Maybe I can leave us with a few thoughts.
Wrap-Up and Next Steps

First of all, in terms of next steps, all of the transcripts and materials will be available on our website, and you have the opportunity to provide written comments up until March 20th on the scope of our discussions today, as well as anything else you would like to provide.

Certainly we take your stakeholder input very seriously, and we hope that the activities we have been through both last fall and today and providing opportunities for you to provide written comments are a way of showing our sincerity about that.  We very much would like to continue to get your input and also to take input about future work steps.

We obviously -- we know that -- we recognize that there has been support for working groups as a way to work through the issues, but we will also take your comments on how you think it would be best to approach the work, but the next step for us is for us to continue to contemplate the input we have heard today and as well as to consider carefully your comments that we will receive in about a month's time.

I think one of the things that we -- we have taken a lot of value from today, I certainly have, and I think maybe it started out this morning when we talked about principles.

We heard clearly that some of our principles can be more clearly articulated or they can be expanded somewhat to talk about the importance of regulating only where necessary, bringing up notions of resilience and other system-related concepts, also not forgetting foundational principles, such as maintaining the obligation to serve.  These sorts of things are really important in our principles.

We also talked about objectives later on.  I think one of the -- a very good piece of feedback we heard was that the objectives as we have articulated them may sound like they're protecting the status quo or may be too much entrenched in the status quo, and that is something we will definitely think hard about.

We also took home the message we need to think about total system costs and we need to be prepared to depart from existing concepts.  But I think where some of the most valuable feedback we got today was in our last session about talking about scope.  And for me I kind of think about, there were two important takeaways, and both of them were animal metaphors.  Bill Harper, a few hours ago he encouraged us to think about -- he said, I am not really quite sure how big this rabbit hole or even what rabbit hole we're in, but I think it is very clear that what we learned today is we need to be clear about what it is that we think is on the table in terms of the scope of these initiatives.

And part of that also involves understanding exactly which elephant is in the room, which elephant is in which room, and how big that elephant is.

And so I think we can -- we will spend some time thinking very much about the scope that we can set out, but for that -- in order for us to do that we need very much to -- on important matters such as this to get input from our new OEB leadership.

And so staff is committed to think hard about the input we have received so far, as well as the input we expect to receive in a month's time.  We will commit to put that input before the new OEB leadership once it is in place, and then we hope very much to clarify next steps from there.

So thank you very much for all of your input, contributions today, and we look forward to engaging with you soon again.  Thank you.
--- Whereupon proceedings concluded at 3:10 p.m.
87

