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--- On commencing at 9:01 a.m.

MS. NOWINA:  Please be seated.

Good morning, everyone.  Today is day 4 of the oral portion of the review of the Integrated Power System Plan.  The Ontario Power Authority is seeking the Board's approval of the integrated power system plan and certain procurement processes.

The Board has assigned file number EB-2007-0707 to this application.

Today we continue with the cross-examination of panel 2 on plan overview and development, I believe, with the Alliance of Energy Consumers, Mr. Rodger going first.

Are there any preliminary matters?
Preliminary Matters:

MR. VEGH:  Just one from the applicant, Madam Chair.  I advised Board counsel, when we closed the proceeding yesterday, the applicant was asked to provide its response to the legal position of the Electrical Distributors Association with respect to the EDA's position on procurement processes with respect to conservation.  In particular, the OPA was to provide its view on whether the procurement process in respect of conservation authorizes procurements for all categories of conservation or only demand management and demand reduction.

So I want to put the OPA's position on the record, and then provide a bit of background to that position, if I may.

The OPA's position is that procurements of all types of conservation categories are authorized by the legislation and may be authorized and may be carried out through procurement contracts.  As I said, I will provide a bit of background to that.  These aren't in the form of legal submissions.  I don't think anyone was looking for a ruling right now, but I think it might be helpful for the EDA and perhaps the panel to get a further understanding of the OPA's view on this and the appropriate interpretation of the provisions.

So I will be referring to the section that counsel referred to of the Electricity Act.  That is 25.32, so it would be helpful to have the Electricity Act in front of you, because I want to refer to a few sections.

I have also provided counsel this morning an excerpt from the Oxford American Dictionary, which I don't know if it's been handed up to you yet.  Thank you.

Finally, I will be referring to the conservation evidence, conservation resource evidence, which is up on the screen at D-4-1, just the first page of that, because that includes the conservation directive -- the conservation component of the supply mix directive.

MS. LEA:  Mr. Vegh, since you are going to be referring to the dictionary excerpt, do we need to make that an exhibit just for reference?

MR. VEGH:  For identification purposes, it might be helpful.

MS. LEA:  Sure.  Let's then make the excerpt from the Oxford American dictionary Exhibit K 4.1 for identification.
EXHIBIT NO. K4.1:  EXCERPT FROM THE OXFORD AMERICAN DICTIONARY.

MR. VEGH:  Thank you.

Thank you.  So the issue arises because of the language of section 25.32 of the act, which addresses procurement contracts.  And, in particular, 32(1)(b) refers to "procurement processes for the procurement of", and it uses a term "measures that will manage electricity demand or result in the improved management of electricity demand on an ongoing basis."

So the question raised by the EDA is whether the term "manage", as used in that section, refers to reducing demand through a number of types of conservation categories through a number of means, or whether it only refers to demand management.

Now, I understand that the term "demand management" is common nomenclature or even jargon in this sector, and the OPA uses it itself, and industry insiders do have a sense of what "demand management" means.  That sense has of course changed over time.  It used to be focussed -- the term -- the terms used to be or the nomenclature used to be DSM.  It is now CDM.  These things change over time, and they take on meanings over time and, in fact, even spark passionate debates with people in terms of your choice of which word to use.

So it is an industry term of nomenclature or jargon, but the question is, really:  How did the legislature use that term, not how do industry insiders use that term?  And it is important to bear that in mind, because these terms do change from time to time.  In fact, I can't even recall back in 2005, when this act was amended, which term was particularly in vogue.

So when we look at the word "manage" and management, the OPA's view is that you should look at this in the context of legislation and look -- and the rule of legislation is to say, What does this term normally mean, in the normal -- in the normal language and terms that people use, not necessarily among industry insiders?

So I took a look at the Oxford American Dictionary and I handed up an excerpt of that to you this morning - it's marked as Exhibit K4.1 - to just provide a definition, a commonsensical definition, of the word "manage".  And you see it is a very broad term.  "Manage" means -- it is given four meanings - "to have under effective control".  And when you look at the word "control", there is no reason to think that that talks about just shifting demand -- or, sorry -- yes, shifting demand.  It would normally include reducing.  Control is a very broad concept.

"To succeed in doing or producing something; to persuade", et cetera.  It's a very broad term in the normal parlance.

So the question is:  When the legislature uses the word "manage", did it mean to have that broad meaning of "manage" that everyone can relate to, or was it going just to industry jargon with respect to the concept of management?

The OPA's view is that the word "manage" should be understood much more broadly here, and that's consistent with both how that term is used in the rest of the legislation with respect to the context of the integrated power system plan and the procurement process, and that is certainly the way the government has interpreted the use of the word "manage".

So I would like to just address both of those points, first in terms of how the word "manage" is used throughout this legislative scheme with respect to the procurement process first.

You will see the reference is not just to the concept of electricity demand, but if you go to the section 25.31 of the act, which addresses procurement processes generally, it says:

"The OPA shall develop appropriate procurement processes for managing electricity supply, capacity and demand."

So the word "manage" qualifies -- the entire range of things that procurement processes are to address.  So it is used in that broader term.  You can manage electricity supply by increasing it, and you can manage electricity demand by decreasing it.  I think that is a commonsensical use of the term.

So my key point here is that managing is not used in a narrow, technical jargony sense here.  It is a broader use of the word, and even more broadly when you go up a level from the procurement process to the IPSP itself.

And if you look at section 25.30 of the act, it again invokes a concept of management to describe what it is that the IPSP does.  25.30(a) talks about:  What is the purpose of the plan?  What is it designed to do?  And (a) says:

"It is designed to assist, through effective management of electricity supply, transmission capacity and demand, the achievement of the goals of the Government of Ontario."

So, again, the management concept here is a broad one, much more aligned to what is in the -- to the normal use of that word.  I am not going to parse every use of the word "manage" in the Electricity Act.

I think if the panel did ultimately want legal submissions, we could spend much more time on this.  I just wanted to provide an overview of the context in which the OPA takes its position.  So there are other sections I would refer to if you wanted full legal submissions.

I just wanted to make the point that the term "manage", used in the context of the IPSP and procurement process, is broader.

Finally, I wanted to refer to how the Ministry of Energy, in giving directives to the OPA, to the supply mix directive in particular to the OPA, interprets the mandate with respect to conservation.

So I have excerpted page D-4-1 of the evidence, which has the -- which lays out the conservation component of the supply mix directive.

You will see the -- so it is on page 1.  The directive sets out the goal for total peak demand reduction from conservation.  In fact it doesn't even use the term demand management, it talks about demand reduction.  And it sets the numbers and, in the third -- sorry, the fourth paragraph, it says:
 "The plan should assume conservation includes continued use by the government of vehicles such as energy efficiency standards under the Energy Efficiency Act..."
So efficiency is a conservation category.
"...load reductions from initiatives such as: geothermal heating and cooling; solar heating;  fuel switching..."
So fuel switching is a component of conservation.


Then it goes on to refer to "small-scale customer-based generation."  So that is another component of conservation.

So as I said, the directive doesn't even use the term demand management.  It talks about addressing demand reduction from conservation and then goes on to list a number of meanings of conservation.  Those meanings go beyond demand management, they refer to these other categories.

So I say that for two purposes.  One is that the government has the same interpretation as the OPA has, with respect to the mandate of the OPA not being restricted to demand management.  So I think the way counsel for EDA put it yesterday was:  Is the OPA on the same page as the EDA?  The OPA is not on that page and I don't know if the government is either.

Then the other is, when we talk about the conservation categories, the panel will address this in the evidence, but you will see that the conservation categories, the very next question in the evidence is tying the conservation categories that the OPA has proposed to the directive.  So it might be a fair question as to whether or not all of these conservation categories identified by the OPA are consistent with the directive, and people can be cross-examined on that, that's fine.  There is evidence on the consistency of the directive and the OPA's position is that all of the categories that it proposes are consistent with the directive, in fact are derived from the conservation directive.

So I hope that is in satisfaction of the undertaking, that the OPA has made its position clear that the procurement power does include authority to procure all conservation types, and as I've said, these are not legal submissions and, in fact, the issue is really somewhat academic in this case because the OPA is not seeking to procure additional conservation resources under the procurement process in the near-term part of the plan.  So there are no particular procurement projects or acquisitions that would be carried out under the Board- approved procurement process.

So in light of that, the Board, I'm sure, will determine whether or not it needs to hear legal submissions on this issue at the appropriate time in the hearing, and if the Panel does make that determination, then of course the OPA will be happy to provide more detailed legal submissions on this point.

MS. NOWINA:  Thank you, Mr. Vegh.

MR. VEGH:  Thank you, Madam Chair.

MS. NOWINA:  Are there any other preliminary matters?  No.  Mr. Rodger, do you want to go ahead.


MR. RODGER:  Yes, thank you Madam Chair.
ONTARIO POWER AUTHORITY - PANEL 2, RESUMED 


Amir Shalaby, Previously Sworn


Andrew Pietrewicz, Previously Sworn
Cross-examination by Mr. Rodger:

MR. RODGER:  Good morning, panel.  I would like to start this morning on the theme of IPSP costs, and to pose some questions to you that look at costs of this plan in a couple of different ways, particularly in the context of plan overview and plan development.

In your introductory slides on day 1, Mr. Shalaby, on slide 13, this is your Exhibit K1.1, and this was under the heading of cost criteria that you applied, I thought the last bullet summed up this issue quite nicely when you state that:
"Cost relates to affordability, and to the provision of livelihood, sufficiency and opportunity to Ontarians."

Also, on day 1, page 26, line 23, I don't think you have to turn it up; it is just one line that you said when talking about reliability and you said as follows:
"Having continuous supply of electricity, reliable supply of electricity is essential for the livelihood of many in Ontario, an opportunity for jobs, and for a good life in Ontario."
And I think we would certainly agree that that sentiment is critical for all Ontarians’ well-being.

My question to you, Mr. Shalaby, is that would you also accept that minimization of costs to consumers associated with this plan, and the implementation of this plan, that that is also a goal an inherent part of the planning criteria that you have described to us?



MR. SHALABY:  Yes, I do.

MR. RODGER:  That being said, your evidence is also, and I believe you confirmed this with Mr. Thompson yesterday, that the OPA did not go through the exercise of analyzing the impact of electricity prices on specific customers associated with this plan.  Is that correct?

MR. SHALABY:  Those are two different things.  Minimizing the costs of the plan is different than minimizing the impact of the costs of the plan.

MR. RODGER:  Yes.  I am asking --

MR. SHALABY:  Recognizing they're different things, we did not go through the step of understanding the impact on specific customers in specific locations at specific times.  We did not do that.

MR. RODGER:  Perhaps you could explain to me why you did not go through that process.  Why couldn't you have at least tried your best to estimate price impacts on specific customers or specific customer classes?

MR. SHALABY:  Well, we understand directionally that higher prices negatively impact many manufacturing industries and resource industries, and we understand that.

MR. RODGER:  Is your mike on?

MR. SHALABY:  Sorry?

MR. RODGER:  Is your mike on?

MR. SHALABY:  My mike is on.  Am I not audible?  People in the back can hear me?  Go sit in the back.

[Laughter]


MR. SHALABY:  I mean, we understand directionally that higher prices are not favourable for manufacturing and extraction and for -- most customers prefer lower prices than higher prices so you don't need studies to understand that concept.

We have an advisory group of customers that advise the CEO of the OPA.  We meet with them regularly.  We understand, on specific industries, the impact of high prices on their particular operations.  The question left to us is, what would we do differently with further understanding of that?

And we will not do anything differently than minimizing the costs of this plan going forward.  That's the best we could do.

MR. RODGER:  But as a planning construct, Mr. Shalaby, you’re called upon and required to make some pretty heavy judgments about investments associated with this plan.  Would it be unreasonable to think that you would also not use your best judgments to make conclusions about price impacts?

MR. SHALABY:  I described yesterday that prices have two directionally different impacts.  One is to increase conservation, the other one is it affects the affordability for most customers.  It impacts on the bottom line for many industries.

I am trying to see in what way this is comparable to estimating the investments that are needed for the plan.  Can you help me with that?


MR. RODGER:  Let me put it this way.  Are you aware of any other regulated entity that would come before this Board requesting significant spending to be recovered from captive customers, without having some evidence as to the probable or possible rate impacts of that plan?

MR. SHALABY:  We are projecting the increase in average unit cost associated with this plan.  So we are publishing that in Exhibit G-2-1.

MR. RODGER:  But as I understand it, you are not identifying rate impacts for a whole spectrum of customers, for example, industrial, the large user class, are you?  That information is not before the Board.

MR. SHALABY:  The prices in rates that will be charged to large consumers; is that what you're getting to?

MR. RODGER:  That's correct.

MR. SHALABY:  I thought we argued that in phase 1 of this hearing and the Board ruled that it is unreasonable to try and predict rates and prices for specific rate classes in specific years at this stage.

MR. RODGER:  But back to my question, Mr. Shalaby.  Are you aware of any other regulated entity that would come before this Board seeking -- requesting spending to be recovered from captive ratepayers without also identifying what the rate impacts will be?

MR. SHALABY:  This is not a rate proceeding.

MR. RODGER:  That wasn't my question.  Are you aware of any other regulated entity before this Board that would put forward a plan with capital spending or other spending that also wouldn't include the rate impacts?

MR. SHALABY:  I am unaware of that or I am not aware of entities that show the rate impacts, either.

MR. RODGER:  You are not aware, for example, when a distribution company comes forward with the capital plan, that it also wouldn't have a -- information about how their customers would be affected?  You're not aware that is part and parcel of every distribution rate application that comes before this Board, or a transmission rate application?

MR. SHALABY:  I maybe interpreting "impact" a little deeper than you think.  If the impact is a rate schedule, or is it impact on the manufacturing operation, jobs in a certain location?

MR. RODGER:  Impacts on the rates that customers actually pay.

MR. SHALABY:  That's a different impact than I was talking about.  The rate schedule -- of course, the rate application would tell you what the rates will be, of course.  This is not a rate application.

MR. RODGER:  And I take it, then, your view is it would be unreasonable for the OPA to make that effort to try and estimate what the impacts would be on consumers?

MR. SHALABY:  We did.  We estimated the average cost increases associated with this plan.

MR. RODGER:  Not in terms of rate impacts?

MR. SHALABY:  The rates are subject to details that are -- that the Board ruled are unreasonable to try and estimate 20 years out.

MS. NOWINA:  Mr. Vegh, I am going to ask you to help me.  I am looking at our decision on the issues which -- we directly addressed this, and I think we better remind
Mr. Rodger of what we said.  I can't find the reference.

MR. VEGH:  Thank you, Madam Chair.  I was just about to ask for your permission to do that.

Mr. Rodger, if you look at the decision with reasons from the Board setting the rates -- sorry, setting the scope of issues for this proceeding, at page 8 -- perhaps I will read it into the record for the benefit of others, as well.  It starts at the bottom of page 8.

It is in response to the submissions made by Mr. Rodger at that hearing.  It says:
"In this proceeding, the Board will review in detail the OPA evidence relating to the costs of the various initiatives of the plan as part of its review of economic prudence and cost-effectiveness.  However, the Board will not require the OPA to provide detailed evidence on the potential effect of IPSP initiatives on electricity prices and rates.  Prices and rates are set in many different ways, such as Board rate hearings for distribution and transmission, the Global Adjustment Charge, the Regulated Price Plan, and the retail and wholesale commodity electricity market.  The Board does not believe that the OPA is able to assess, nor the Board to review, the price and rate impacts of the Plan in any level of detail.  However, it is important to understand the probable directional impact of the Plan on prices and rates."

And so -- well, I won't try to categorize Mr. Shalaby's responses, but he did refer to the Board's ruling, and I believe that is the section he was referring to.  Thank you, Madam Chair.

MS. NOWINA:  That is what I wanted to remind you of, Mr. Rodger.

MR. RODGER:  Yes.  Where I was really going was what my friend has cited in the decision, this idea of the ability to assess.  For example, Mr. Shalaby has said in earlier days, and again this morning, that the effect of higher costs of electricity can be negative in terms of reduced competitiveness of Ontario industries.

MR. SHALABY:  Yes.

MR. RODGER:  I wanted him to confirm that.

MR. SHALABY:  That's obvious, yes.

MR. RODGER:  Would you also agree that in extreme cases, higher electricity prices can cause some customers to do without or to do with less than they otherwise need; is that fair?

MR. SHALABY:  This is individual customers now, or large customers?

MR. RODGER:  Individual customers or large customers.

MR. SHALABY:  There are cases where that could be the case, yes.

MR. RODGER:  Now, another context of costs of this plan that my clients have asked me about, and that is they're aware - and I think you would agree - that one way or another, all of the costs associated with the IPSP, they're ultimately going to be borne by consumers.  Would you agree with that?

MR. SHALABY:  I do.

MR. RODGER:  And we have been aware, and you spoke to it earlier, that there is this figure of $60 billion for the ultimate rollout of the plan, but my clients would like to understand the cost or the cost estimate of the planning exercise, so not including the actual procurement.

Can you advise us of what the OPA's preparation costs have been with the IPSP?

MR. SHALABY:  The OPA's budget is subject to review by this Board on an annual basis.  The planning function is about 20 to 25 percent of the number of people in the OPA, maybe less than that, 15 percent.

MR. PIETREWICZ:  Less.

MR. SHALABY:  The budget is somewhere between $5- and $8 million a year, depending on whether it has overheads or doesn't have overheads.

Most of the budget is -- in the last couple of years, has been for development of this particular plan, but for other things, as well.

So if you take 70 or 80 percent of that budget as attributable to development of the plan for two years, you can do the math.

MR. RODGER:  And do you also have any kind of a ballpark estimate for the total costs incurred for this planning exercise through other agencies, such as, for example, whether it's Hydro One, Infrastructure Ontario, the IESO?

MR. SHALABY:  No, I don't.

MR. RODGER:  Would you agree with me that if we were looking at the question of total planning costs, it would be appropriate to include other costs of other agencies that are directly related to the development of the IPSP?

MR. SHALABY:  I do.

MR. RODGER:  Now, we also had some questions, which Mr. Thompson touched upon yesterday, about how you're using the term "independent", the OPA being independent as the planning arm.

Your answers were helpful in clarifying that, so let me just go straight to the question.  We think -- this is how our clients interpreted that part of your evidence.

Would you agree with me if I said that independence of the OPA could be interpreted in the following:  If we say that the plan before the Board, it's the OPA's optimal plan, using your planning expertise that you have, in the context of the political constraints imposed by the province?

MR. SHALABY:  My preference is policy, public policy guidance and directives.

MR. RODGER:  Well, we thought of it this way.  The province has established firm parameters for planning within which you had to work.


MR. SHALABY:  Yes.

MR. RODGER:  You were constrained by that, but within that box, the plan before the Board is the best you could come up with?

MR. SHALABY:  The plan before the Board is?

MR. RODGER:  Is the best that you have been able to come up with.

MR. SHALABY:  Within the directive and within policy guidelines, yes.

MR. RODGER:  That's right.  There may be another optimal -- more optimal plan out there if you were given a blank sheet, but that's not the case in this hearing.  You are constrained by the political decision that took certain options and issues -- certain options off the table and mandated other ones?

MR. SHALABY:  I don't know whether there is a difference between constrained and directed, but if there is a difference, I don't see it.  But we're following the directive.  We are meeting the policy objectives of the government.

MR. RODGER:  You had certain tools that you had to use which the government prescribed, and certain options that you could -- and certain options that were off the table?

MR. SHALABY:  Certain objectives, yes.

MR. RODGER:  Within the constraints of that planning box, you still exerted independence, in the sense that what you have come up with is the best thing, in your professional judgment, that meets those expectations?

MR. SHALABY:  That's correct, that's correct.

MR. RODGER:  That's how we interpreted your phrase "independence" in your prefiled evidence.

MR. SHALABY:  Independent of commercial entities, independent of generating companies and conservation companies.  That's the interpretation of "independence".

MR. RODGER:  Could I extend that to also independent of political influence beyond the planning box which the province has established?

MR. VEGH:  If I may, Madam Chair, you did say yesterday to Mr. Thompson, in the same line of questioning, that there isn't an issue to review the role of the OPA as an independent planner.  You provided that direction to
Mr. Thompson.  I assume it applies to Mr. Rodger, as well.  I am not sure whether it is relevant to this line of questioning.

MS. NOWINA:  It appears you are almost completed that line of questioning, in any case, are you, Mr. Rodger?

MR. RODGER:  Yes.  We have our answer.

MS. NOWINA:  Thank you.

MR. RODGER:  Now, there has been a lot of discussion to date on the approvals that you are seeking.  We still have a couple of questions concerning not so much the project-specific procurements, but what you described yesterday as the broader set of approvals before the Board, and I mean specifically with respect to the methodologies that you have been talking about.

When I refer to methodologies, having -- looking through the record, what I interpret your evidence to be is that you would like how you have interpreted and applied the concept of sustainability and you would like the six specific planning criteria - feasibility, flexibility, environmental performance, reliability, cost and societal acceptance - you are seeking specific approvals from the Board on those matters.

Is that a fair summary of the methodology approval that you have been talking about?


MR. SHALABY:  That's a little more specific than -- I think the Board will choose the way it grants its approval and considers how it interprets what the methodology is.  The methodology could be the directive priority and the implementation priority sequence, the notion of a single plan that can meet a number of alternatives, alternative futures, the way cost minimization has been developed, and the way uncertainty has been incorporated and the way criteria have been developed to incorporate the requirements in the act.

MR. RODGER:  Well.

MR. SHALABY:  In the regulation.

MR. RODGER:  Well, perhaps you could help us, Mr. Shalaby --

MR. SHALABY:  That is a level of methodology approval.  Specifics may or may not be part of that, as well.  I will leave that to the discretion of the Board.

MR. RODGER:  On the specific matters I have put to you, how you interpret and apply the concept of sustainability, are you looking for this Board to give you a specific approval, yes, we give our blessing about how the OPA has dealt with this matter, this concept of sustainability?

MR. SHALABY:  Whether we considered the concept of sustainability?

MR. RODGER:  Pardon me?


MR. SHALABY:  Whether we considered sustainability in developing a plan.

MR. RODGER:  You're looking for a, "Yes, they have sufficiently considered this concept."  Is that a specific approval?  I'm sorry?

MR. SHALABY:  We're looking for compliance with the directive.

MR. RODGER:  Yes.

MR. SHALABY:  And the directive includes compliance with Regulation 424.  And Regulation 424 says, consider sustainability in developing the plan.  Consider environmental sustainability, to quote exactly.

MR. RODGER:  Because I suggest to you, sir, in looking through the record, it still isn't clear what specific approvals you are looking for in these areas.

Let me -- on the six particular criteria, are you looking at, yes, we approve of these particular criteria as being appropriate in this case and therefore they're approved?

MR. SHALABY:  I don't have much more to add than what I just said now and what's in the application, in A-1-1.

MR. RODGER:  Let me raise the context of why this is an issue for us and why we think it has to be clarified.

As you have said, the plan is going to come back in three years or approximately three years for another iteration.

If you're seeking approval specifically for methodologies and the concept of how you applied sustainability, our question is:  What then is the shelf life for those approvals?  Are these issues that we can reasonably expect to come back before the Board in this next plan, or is essentially the approval of the process, methodologies, criteria now, that approval potentially could last the next 20 years?  Therefore they would be off the table for parties to review unless the OPA brought it back in that next application?  That's what we're trying to understand.

Is this the only time in the next 20 years that we're going to deal with these issues of sustainability and the specific planning criteria if they're specifically approved by this Board now?  That's why we feel is it an important issue to clarify.

The record, as I say, you talked yesterday, transcript volume 3, page 127, lines 10 to 12:
"There's a broader set of approvals being requested here."

Later, on page 141:
"The value of [this] review at this proceeding is commentary and overview of the methodologies, approval of the process in which we arrived at the conclusions and recommendations."

So that's the context of why we're asking the questions, Mr. Shalaby, to try to understand what really, specifically, is on the table for this hearing, what approvals are being requested, and the implications of this for future applications.

MR. VEGH:  Madam Chair, just before Mr. Shalaby answers, it is obvious the point Mr. Rodger is asking will be addressed in legal argument.  I am sure the Board would like to hear submissions on all parties of that, and in what sense are we inventing the wheel in this case on some issues and in what sense will future cases have to reinvent the wheel.

I don't know if it a matter of evidence for 
Mr. Shalaby, and certainly we will be making submissions on this and other parties will be making submissions on this.

MS. NOWINA:  I agree with you, Mr. Vegh, although I think it is fair to ask Mr. Shalaby what his expectations were.

MR. RODGER:  Can you address, that, Mr. Shalaby, your expectations about these specific approvals we have been discussing?

MR. SHALABY:  You said them.  You read the record.  I have nothing more to add.  I mean, I said enough on what is it that we expect in terms of approvals and there is no point in repeating that.

MR. RODGER:  All right.  Let me ask it this way.

Would you agree that there would be a concern, if specific approvals were granted for these items by the Board, that the approach to planning, the approach to sustainability, could change over the 20 years?  In your evidence you already talked about the evolution of sustainability from the 1970s onward.

That therefore there would be a risk about getting approvals too hard and fast at this hearing, because these concepts and planning criteria are inevitably going to evolve as time goes on.

So would you agree with me it would not be prudent to give firm approvals for methodologies now, in light of a future that we don't know how it's going to unfold in terms of how these principles are applied in the future?


MR. SHALABY:  I agree that allowing for evolution and development of thinking and development of policy, all of these things will evolve and develop and allowing for all of that is a very, very good idea.  Absolutely.

MR. RODGER:  Now, another theme that you have testified about is the importance of flexibility as a key planning criteria.

We are also interested, as others have asked you, about how the OPA will change gears if costs are different than expected, certain options you want to pursue don't work out and so on.

It might be helpful if you could turn up yesterday's transcript, please.  There are a couple of exchanges that I think will put the questions that I have for you into a best light.  On page 147.

Looking at lines 12 to 20, this is an exchange with Mr. Thompson, when he asked what happens if costs are higher, essentially.  And your answer, talking about the planning process is every three years, then you say:
"In between, there are decisions being made by the Ontario Power Authority and others."

Just stopping you there for a moment, Mr. Shalaby, who did you mean by "others"?  Did you mean the government of Ontario?

MR. SHALABY:  The government would be one.  The operating companies, non-utility generators.  There are many entities operating in the marketplace that will continue to make decisions over the next three years.  Expanding facilities, shutting down facilities and the like, yes.

MR. RODGER:  But would it include the government of Ontario?

MR. SHALABY:  That would include the government, yes.

MR. RODGER:  Then you say:
"Those can be adjusted as well.  Timing of new resources, agreements with neighbouring jurisdictions, renewal of contracts with currently contracted authorities, or entities.  There are many things that [can] happen in between the plans, particularly the notion of implementing some of the decisions that are authorized at this time."
And then you drop down to line 25:
"The road map is adjusted given the information that we observe next year and the year after."

Then on page 148 at the top, line 2:
"It," that is the plan, "has enough flexibility to adjust between now and the next review and it will be adjusted formally every three years.  As we took some length to explain, the plan has got within it the capability to adapt to a certain range of conditions."
And then finally, on page 149, line 11:
"We will monitor the plan year by year, for sure, yes, and adjust -- and adjust the actions year by year and even less frequently than that, or more frequently than that, depending on the conditions that we face."

Now, at this time, Mr. Shalaby, no one would expect the OPA or anybody else to have a crystal ball of what might happen after the plan is approved, but would you agree with me that the changes and adjustments that you described in this testimony, they could be anywhere from really minor tweaks or minor adjustments to pretty substantive changes and substantial changes.  Would you agree with that?

MR. SHALABY:  I agree with that.

MR. RODGER:  Likewise, the dollar implications driving and associated with those changes, they could be very minor or they could be major.

MR. SHALABY:  They could.

MR. RODGER:  I'm sorry?

MR. SHALABY:  Yes, they could.

MR. RODGER:  And my question for you is to understand the linkage between this flexibility that you have described to change the plan, and the accountability of the OPA as to whether these changes or are economically prudent and cost-effective.

Let me give you an example.  Let's assume that the time that this plan is approved and the next time you come before the Board two or three years from now, there are very, very significant changes.  Costs are much higher than expected.  You didn't get the conservation targets, whatever, but they're significant changes.

What's your expectation of the mechanism to ensure the OPA is going to be held accountable for these changes in its plan?

MR. SHALABY:  I described the accountability through the board of directors.  That's one measure of accountability that we have, and --

MR. RODGER:  Just on that --

MR. SHALABY:  -- reporting of the board to the minister.

MR. RODGER:  Just on that point, you mentioned that yesterday and you -- my recollection is your evidence was, Our board of directors is there to ensure that basically consumers are protected.  Am I paraphrasing that goal of the board?

MR. SHALABY:  You are paraphrasing, yes.  I didn't say that.

MR. RODGER:  Is there a declaration?  Is there a statement of board-of-director principles that you could supply us with so we could see that protection that you are describing, that role of the board?

MR. SHALABY:  We can describe the role of the board, sure.

MR. RODGER:  Is there a document you could produce by way of undertaking?

MR. SHALABY:  There are documents that describe the role of the board, the directors, their fiduciary responsibility and their accountability to uphold the mission of the company, yes.

MR. RODGER:  Could we get an undertaking for that, Madam Chair?  And it's the statement of governance principles or board declaration that articulates the role of the board, but I think that would also touch the areas that you talked about yesterday in terms of ensuring that the OPA produces or pursues least cost options, that kind of thing.

That was kind of the sense of the answer I thought you gave yesterday, that consumers didn't have to worry, because the board of directors were there.

MS. NOWINA:  Mr. Rodger, let's be clear.  Are you looking for a document that already exists, such as the mandate of the board of directors of the OPA, assuming such a document such a document exists?

MR. RODGER:  Yes.  Madam Chair, I am not sure the mandate dealt with the specific area of what I call the consumer protection.  Maybe that is all that exists, but could you confirm that, Mr. Shalaby?  Is there another document that we're missing on this issue?

MR. SHALABY:  We will undertake to produce statements of the accountabilities of the board.  That's an undertaking.

MR. RODGER:  I take it, then --

MS. NOWINA:  Let's get an undertaking number.

MR. RODGER:  I'm sorry.  Thank you.

MS. LEA:  So the best description of the document you are going to produce is statements of the accountabilities of the board of directors of the OPA?

MR. RODGER:  Yes.

MS. LEA:  We will make that undertaking, then, J1. -- sorry, J4.1.
UNDERTAKING NO. J4.1:  TO PRODUCE DOCUMENT OF CONTAINING STATEMENTS OF ACCOUNTABILITIES OF OPA BOARD OF DIRECTORS.

MR. RODGER:  Thank you, Ms. Lea.

So I take it, then, do I, Mr. Shalaby, that it is not your expectation in the circumstances that I mentioned where, in between plans, there's significant changes.  In that next hearing before the OEB, it's not your expectation that this Board would do, essentially, an after-the-fact prudence review, then, of those significant changes to the plan that was approved in the interim period?

MR. SHALABY:  No, it's not our expectation that that will be the case.

MR. RODGER:  So the plan that is approved, it really is a snapshot in time, and the actual plan that's actually implemented could potentially be extremely different, with different costs, but there would be no regulatory overview or proceeding to analyze what you have done.

Once you get the approvals now, that's it?  You change it essentially at your own discretion and there is no further regulatory oversight?

MR. SHALABY:  The implementation of the approvals we receive here is at the OPA's discretion.  Entering into contracts and timing of the entering of the contracts, and so on, that's at the OPA's discretion, yes.

MR. RODGER:  There would be no event so great, in your view, that would justify coming back to this Board for review to see how you did, whether those increased expenses or a different course was actually economically prudent or cost-effective, or not; is that your evidence?

MR. SHALABY:  I can't speculate whether there would not be any conditions of that sort.  The accountabilities of the OPA include authorities to enter into contracts with generation and conservation entities.

MR. RODGER:  So at this time, it is not your expectation there would be a further OEB review at a subsequent proceeding of significant changes to the plan?

MR. SHALABY:  That's not the expectation.

MR. RODGER:  Okay.  Now, others have also taken you through what I would call the reduced scope of this proceeding from what was filed a year ago, primarily because of the government's decision to pursue nuclear procurement on its own.

I suppose while some people may express disappointment that we're going through this tremendous effort for a smaller batch of approvals, would you agree with me that an equally important aspect of this hearing is to gain new understandings, perhaps identify additional planning criteria or additional evidence that the OPA can utilize for the next iteration of the IPSP; that is, to make the next process even better, that that is a value -- that is still a big value of this hearing?

MR. SHALABY:  It is.

MR. RODGER:  Now, if you could turn up slide 100 of K1.1, please.  This is a clarification question about -- the slide is entitled "Projects to ensure reliability", and this deals with the central, downtown Toronto.

You say in the second bullet that:
"Development work recommended to address potential reliability needs in the 2015 and 2017 time frame."

Or when you drop down to infrastructure renewal a couple of lines later, you talk about within possibly the next five years -- five to ten years, Hydro One plans to carry out substantial refurbishment in the downtown Toronto area.

Now, five years would put us to 2013.  My question is:  What does the Board take and, for that matter, what does Hydro One take from this part of your case?

It is not an approval to start development work.  Is it really putting people on notice that this is about to happen?  We don't need to do anything now, but it is just kind of giving people notice?  Is it to help Hydro One in its ultimate application that they may have to do, that you kind of have already planted the seeds that there is a pending requirement?

We are just not sure what to take from this particular aspect of the case.

MR. SHALABY:  And the answer to that is development work.  Development work includes identification at a level of further details on specific options.

MR. RODGER:  And --

MR. SHALABY:  So development work goes beyond concepts and starts to put texture around cost, around environmental feasibility, around technical feasibility of a number of options that can supply the needs or meet the needs of a specific area.

MR. RODGER:  I suppose our question is, sir, with respect to this Hydro One project in downtown Toronto, if Hydro One has to start carrying out this work as early as 2013, why wouldn't there be anything in your plan for this set of approvals to get going on that development work?

MR. SHALABY:  The recommendation for central and downtown Toronto - and that will be in a future panel, Madam Chair, and Mr. Bing Young, in particular, will describe that in detail - there are two discrete possibilities for downtown Toronto.

One is an additional supply source, transmission source, and the other one is distributed generation within the city.  And to explore the feasibility of those two options further, we want to do development work to do so, and the development work would include the feasibility of infrastructure renewal within the city without a third supply source.  Can you take stations out for long enough periods to renew them, refurbish infrastructure, given the load levels in Toronto and the contingencies that you have to cater for?

Can you actually do the maintenance and upgrading without a third supply?  That is one question we want to ask.  That requires a lot of planning work on behalf of the asset owner; that is, Hydro One.

The other one would be:  If you had to have a third supply, what are the reasonable points and what are the cost estimates and technical implications?

A third piece of development would be:  What are the prospects for distributed generation in downtown and GTA area?  And that has implications on transmission, as well, something called short circuit levels, breaker ratings, the fuses and switches that would separate the equipment in case of faults.

In adding generation in the city, you need to upgrade breakers, and that's at stations in Toronto, as well.  So that needs assessment.  So to better evaluate what to do in the area of Toronto, we need these things done.

There is a fourth element that is already under way, and that is establishing the standards of service for downtown Toronto.  And the IESO has already started a consultation on whether a downtown, in a dense urban area, should be planned to standards that are in excess of the standards -- the minimum standards that exist today.  That is under way, as well.

So by pointing out to the issues in downtown Toronto now, we have -- we need information and we need discussions on what standards of service and what are the possibilities in Toronto.  Next time we will be in a better position to recommend a way forward.  

MR. RODGER:  So again, there is no specific approval that you are seeking out of this plan that you think you need for the OPA to commence whatever work it thinks is necessary on this issue?  

MR. SHALABY:  No specific approvals from this Board, no.  That is providing context.  It is providing signals to participants in the industry.  It is highlighting priorities to be dealt with, including standards, which is a subject that this Board takes interest in and is the ultimate governor of, reliability standards in downtown Toronto.  

MR. RODGER:  Just a couple of high level questions about conservation.  If you could turn to your slide 17, please, Mr. Shalaby, Exhibit K1.1, this is implementation priority, case 1A.  

If we look at the 2008 bar, we see the highlighted yellow space is planned conservation.  It is a little hard to read.  Could you give me a ballpark of how many effective megawatts we're looking at for this yellow bar in 2008?  Just approximately.  

MR. PIETREWICZ:  I suspect the detail of that would be in D-4-1, the conservation evidence.  

MR. RODGER:  It looks like a ballpark of maybe 200 megawatts, but I...

MR. SHALABY:  I accept that. 

MS. NOWINA:  Can I ask that you enlarge the screen by just putting it on the slide show version so we have the full screen.  Thank you.  

MR. RODGER:  When the conservation issues came up earlier in the week, Mr. Shalaby, I believe it was your evidence that, you know, we're into the third quarter now of 2008.  I believe the evidence is that you can't really tell us how much planned conservation you have actually achieved for this year, because at this point you are unable to say how much demand reduction is a result of your conservation efforts and how much is just the relative general economic downturn.  Is that fair?  

MR. SHALABY:  We are evaluating the successive programs that are underway to date.  

MR. RODGER:  Yes. 

MR. SHALABY:  What we cannot tell is whether the demand -- the reduction in demand in 2006-2007, attributing precisely whether that is economic restructuring, conservation, slowdown in the economy, or what, it would take time to figure that out.  

MR. RODGER:  Sure.  That's really where my question was going, to this issue about your verification process.  

You did say that results are starting to come in, evaluation results are starting to come in.  But I was under the impression, from the prefiled evidence, that the whole evaluation monitoring and verification systems were not yet commissioned.  

So is that perhaps -- 

MR. SHALABY:  The whole evaluation system is?  

MR. RODGER:  Has been commissioned.  

MR. SHALABY:  Is underway, yes. 

MR. RODGER:  It's underway.  So that is kind of a further update from the original filing then?


MR. SHALABY:  Correct.  

MR. RODGER:  Okay.  Now, is this process that's now in place your evaluation, monitoring and verification systems, is it being conducted by third parties?  Or is that -- 

MR. SHALABY:  Parts of it are, yes.  

MR. RODGER:  Which parts are those?  Can you give us a high-level?  

MR. SHALABY:  The verification.  I suspect the conservation panel can give you more detail on what parts are being conducted -- 

MR. RODGER:  I see. 

MR. SHALABY: -- by third parties and what parts are being conducted by the OPA.  

MR. RODGER:  Are these independent third parties?  

MR. SHALABY:  They're consultants.  No, they are consultants retained by the OPA.  

MR. RODGER:  Maybe I will leave that for the conservation panel and explore that in further detail.  

Finally, a couple of questions about Infrastructure Ontario. 

MR. SHALABY:  Before I leave that thought -- 

MR. RODGER:  Yes. 

MR. SHALABY:  They're being conducted in an organizational unit within the OPA different than the conservation unit.  They're being conducted by the finance, the finance division, which is similar to an audit function.  So there's separation within the OPA where the evaluation takes place and where the programs are being conducted.  

MR. RODGER:  Thank you.  

This last area is to try and understand the interrelationship between the OPA, Infrastructure Ontario, and the actual implementation of the IPSP.  

What I circulated to all parties and the OPA on Monday or perhaps it was Tuesday is an eight-page document containing various press releases from Infrastructure Ontario.  Do you have that, Mr. Shalaby?  

MR. SHALABY:  I do.  

MR. RODGER:  Should we mark this as an exhibit, Madam Chair?


MS. LEA:  Thank you.  That would be Exhibit K4.2.  
EXHIBIT NO. K4.2:  INFRASTRUCTURE ONTARIO PRESS RELEASES

MR. RODGER:  In your prefiled evidence, you reference this development, this -- which was released on March 7th, 2008 and on page 1 of this exhibit is a news release entitled, "Ontario takes next step to ensure clean affordable and reliable energy supply for generations to come, four vendors invited to compete in RFP process".  

Then it talks about the two-phase competitive RFP process to select a nuclear reactor vendor, and then that next paragraph says, "The announcement is the next step in the government's 20-year energy plan," which we take to be the IPSP.  You would agree?  

MR. SHALABY:  The energy plan that the government refers to is often summarized in their quick facts, for example, in the second page, what they call their plan.  "The plan will."  

MR. RODGER:  I'm sorry. 

MR. SHALABY:  Your second page of this news release. 

MR. RODGER:  Yes. 

MR. SHALABY:  Makes further references to that.  

MR. RODGER:  I guess there is no other 20-year plan.  It is the IPSP, isn't it?  

MR. SHALABY:  Yes.  

MR. RODGER:  Then it says, in the next paragraph that:   
"The commercial team directed by Infrastructure Ontario will manage the procurement process."  

And I won't go through all of the press releases but if you go to the very last one, page 8, this is dated July 25th, 2008 entitled, "Nuclear procurement project announces additional bilateral commercial meetings".  First paragraph:
"These meetings added in response to a request from the vendors will allow for more discussion on the appropriate risk transfer and pricing terms and ensure the provisions of quality bids." 
And then it says:

"The project is using an innovative approach by selecting a nuclear vendor based on pre-established commercial terms including lifetime cost of power, ability to deliver on schedule and level of investment of Ontario."  

I guess at a high level, first, Mr. Shalaby, certainly my clients consider the OPA the experts in power system planning.  You have this mandate for procurement.  And we were a little puzzled as to why Infrastructure Ontario would be taking the lead on implementing part of your plan, in terms of procuring your nuclear.  Why isn't the OPA doing this?  Could you help us with that?  

MR. SHALABY:  This is not power system planning.  This is procurement of a specific project.  

MR. RODGER:  Yes.  And you have a whole procurement process that you are seeking approval of, and we are puzzled as to why you would not be leading that process on new nuclear.  

MR. SHALABY:  I think that question is better directed elsewhere. 

MR. RODGER:  So you don't know?  You have had no discussions with the government as to why they would go with Infrastructure Ontario as opposed to the Ontario Power Authority?  

MR. SHALABY:  I would rather not speculate on the reasons. 

MR. RODGER:  So you don't know?  

MS. NOWINA:  Mr. Rodger, I think that is fair.  

MR. RODGER:  Are you aware if Infrastructure Ontario will be doing its own electricity sector planning in addition to procurement?  

MR. SHALABY:  By that you mean what?  

MR. RODGER:  Well, I guess we're wondering, this is a very significant procurement exercise and is it the start of other things to come?  Do we have a sense -- are there other parts of the IPSP that are going to be implemented by another agency and not the OPA?

We thought we were on a track here where the OPA develops a plan and implements a plan, has a procurement process, only to find that the most significant area of procurement of the whole plan is now not being dealt with by the OPA at all and we're puzzled.  We thought we understood the process.  So I am asking for your -- 

MR. SHALABY:  Your question is on whether the Infrastructure Ontario is doing power sector development?  

MR. RODGER:  Yes.  

MR. SHALABY:  I am unaware, except for the projects that you provided information on.  

MR. RODGER:  Now, you have a procurement process before this Board which you are seeking approval of.  Do you know how it compares to this so-called innovative approach for procurement that the Infrastructure Ontario has implemented?


MR. SHALABY:  The Infrastructure Ontario process is posted on their website -- there are parts of it that are posted on the website and, to that degree, you can compare the two.

MR. RODGER:  Have you done that?

MR. SHALABY:  I haven't done that personally, no.

MR. RODGER:  Would the procurement panel be the panel to deal with this, as to perhaps how the -- your procurement process compares and contrasts to the Infrastructure Ontario's procurement process?

MR. SHALABY:  They certainly know procurement more than I do.

MR. RODGER:  But it is fair to say that we have one integrated power system plan and it's going to be implemented under potentially two different procurement approaches?

MR. SHALABY:  Yes.

MR. RODGER:  And let me just ask you about your procurement approvals, moving away from Infrastructure Ontario for a moment.

I think your evidence is you are seeking approvals for a procurement process in this proceeding, but it is not typically a matter that is going to come before the Board next time?  I believe that is your evidence.

MR. SHALABY:  You talk about -- no.  It's not going to come to before the Board next time.

MR. RODGER:  I took from that, Mr. Shalaby, therefore, that the shelf life on the procurement process approvals is not going to be three years.  Potentially it is going to be the whole 20 years; is that fair?

MR. SHALABY:  For the specific procurements that we are requesting authority for?

MR. RODGER:  The process that you are asking to be approved.  Once you get that approval, unless you brought the issue back to the Board at a subsequent hearing, those approvals would last for 20 years.  You've got the green light to go ahead and procure as you see fit?

MR. SHALABY:  That subject came up in earlier discussions, and the answer was "yes".

MR. RODGER:  Yes, okay.

Now, in light of all of your evidence about the need to be flexible and uncertainty, and we don't know how the world is going to unfold, why would it be prudent for this Board to give essentially a 20-year blanket approval on a procurement process, when you said one of the strengths of the plan is you're back here every three years for a review?

MR. SHALABY:  I will leave the details of the -- not the details, but the concepts of the procurement process, instead, to the procurement panel.  But I can only say that the processes are flexible and are strategic in nature, rather than detailed in nature.  The approvals we are requesting are competitive and non-competitive processes and standard procurement processes.

If there's need for additional processes, we will come forward with them.  But they're not detailed as to handcuff or to preclude innovations and to preclude the inclusion of conditions as they evolve.

MR. RODGER:  Would you agree with me, sir, that under your current thinking, it is possible that beyond this hearing there could be no further regulatory oversight for your procurement processes for the next 20 years, if you are granted the approvals in this case?

MR. SHALABY:  If they are sufficient and broad enough to incorporate all of the changes in the conditions that meet us, there may not be a need to do so.

MR. RODGER:  The answer is yes?

MR. SHALABY:  The answer is yes.

MR. RODGER:  Thank you, Mr. Shalaby.  I have no more questions.

MR. SHALABY:  Thank you.

MS. NOWINA:  Thank you, Mr. Rodger.

Next up is NorthWatch.  Ms. Agnolin?

MS. AGNOLIN:  Yes, Madam Chair.  I want to make sure can you hear me okay.

MS. NOWINA:  Can everyone hear Ms. Agnolin?  I can't.  

MS. AGNOLIN:  Can you hear me?  Okay, there we go.  Thank you very much.
Cross-Examination by Ms. Agnolin:

MS. AGNOLIN:  As Madam Chair said, I am here on behalf of NorthWatch.  The focus of my cross-examination is going to be on sustainability and of course how it relates to regional issues.

First, I want to draw attention to Exhibit C-10-1.  This is the discussion paper on sustainability.  I am looking at page 11.  So on that page, we have table 2.1 that outlines the eight sustainability requirements, one of which is intragenerational equity.

In the discussion paper 6 on sustainability, which was consulted on, intragenerational equity here is defined, and I will read this into the record.  The definition is --

MS. NOWINA:  Ms. Agnolin, I might ask you to slow down a bit, so we can all catch up.

MS. AGNOLIN:  Okay, thank you.  So the definition in the discussion paper is:
"To seek to prevent disproportionate burdens on particular regions, groups or industries."

Then we look at Exhibit B-3-1, attached to the plan, page 8, table 1, again, outlining the eight requirements for sustainability.  The same requirements appear here, but with different descriptions.

The description for intragenerational equity here, and I will read this in, is:  
"To ensure that sufficiency and effective choices for all are pursued in ways that reduce dangerous gaps in sufficiency and opportunity between the rich and the poor."

So my question is:  Why are the descriptions different? 

MR. SHALABY:  Give me a minute to get them out.

MR. PIETREWICZ:  Can you kindly remind us of the first reference?

MS. AGNOLIN:  I can point out that the first description is:
"To seek to prevent disproportionate burdens on particular regions, groups or industries."

MS. NOWINA:  Where was that reference?

MS. AGNOLIN:  That is in the sustainability discussion paper 6, sustainability, page 11.

MR. PIETREWICZ:  Thank you.

MS. AGNOLIN:  What I am aiming at with this question is that the second description eliminates the portions of the description that have to deal with preventing disproportionate burdens, particularly on regions and industries.  Actually, the second description focusses primarily on different groups and economic groups.  You are talking about the rich and the poor.

So why, in the second description, are regions eliminated, industries eliminated, and what happened to seeking to preventing disproportional burdens.


MR. SHALABY:  They both attempt to summarize - and, as the footnote says, adapted from the source, summarize.  So you can go to the source for the full description.

MS. AGNOLIN:  I have.

MR. SHALABY:  There was no attempt to either exclude something deliberately or add it deliberately.  It just attempts at summarizing a larger concept in a sentence to capture the meaning of it.

MS. AGNOLIN:  Okay.  So then does --

MR. SHALABY:  We didn't go away and say, Now, let's take this out, it doesn't mean very much, or anything like that.  It's just, in the way of summarizing, it came out differently in the second version.  But we make reference to the full text, and the full text is in the appendix.  You can read it fully and it includes everything.

MS. AGNOLIN:  Does the OPA, then, consider seeking to prevent burdens, disproportional burdens on regions, a part of sustainability, a necessary component of sustainability?

MR. SHALABY:  It is a consideration of intragenerational equity, yes.

MS. AGNOLIN:  It was.  And that was considered in developing the plan?

MR. SHALABY:  It was considered to the extent that we said in societal acceptance.  It was not differentiating many of the options, but considering the impact on various regions, recognizing that development of projects occurs in different regions in the province, recognizing that prices of electricity and the cost of electricity affects different regions in different ways, different industries.

We recognize that.  It did not affect the development of the plan, but we did recognize that.

MS. AGNOLIN:  Okay, thank you.  I am actually looking at, now, again, discussion paper 6 on sustainability, now on page 29.  There is a recognition, we see here, and I can read it into the record, that:
"The expansion of renewable energy will disproportionally impact particular communities.  Some communities will bear the cost of developing renewable resources and transmission lines, but some of the benefits, such as cleaner air, will flow to all Ontarians."

So I read from that statement an acknowledgement that some communities will get the burden.  The benefits will go to a larger -- beyond that community, though?

MR. SHALABY:  That's exactly what it says, yes.

MS. AGNOLIN:  So that to me is an acknowledgement that this is going to occur.  So does the plan, then, discuss or consider preventing these disproportionate burdens, beyond acknowledging --

MR. SHALABY:  We note that there are mitigation measures.  There are remediation.  There is accommodation.

There are ways of making projects when you get to the project stage.  That's why these accommodations and remediations take place.

MS. AGNOLIN:  At the individual project stage?

MR. SHALABY:  At the individual project, including not citing the project altogether.  It may well not go through.

MS. AGNOLIN:  Okay.

MR. SHALABY:  As is evident in some projects that are underway today and that is possible.  And the plan, for that reason, allows for more sites.  If some projects are not acceptable to the local communities, projects will move on to somewhere else that is acceptable to the local community.  

MS. AGNOLIN:  Thank you.  So during cross-examinations on the first day, Mr. Shalaby, you stated, and I can point this out, this is at the transcripts for the first day of cross-exam, page 23, you stated that applying sustainability concepts to plans is a lot thinner in practice in history than to projects.  

So we're talking projects now.  And you referred to Professor Gibson's text and say that it describes the application of sustainability concepts to strategic plans, but not in the same depth as to projects. 

MR. SHALABY:  That is correct. 

MS. AGNOLIN:  Okay.  So I have taken a look at the text and it discusses the ability for strategic level sustainability assessment, which is what we're dealing with here, to address the cumulative impacts of a plan.  I actually have some portions of that text that I would like to tender into evidence.  I believe it has been passed up to the panel.  

I am assuming that will be Exhibit K4.3?  

MS. LEA:  Yes, you are ahead of me.  K4.3.  
EXHIBIT NO. K4.3:  EXCERPTS FROM PROFESSOR GIBSON'S TEXT


MS. AGNOLIN:  K4.3. 

MS. LEA:  And that is unusual.  

MS. AGNOLIN:  Okay.  So again, you are right; it doesn't discuss the strategic level assessments as often -- 

MR. VEGH:  Sorry, if you can give us a minute.  

MS. AGNOLIN:  Sure.  I will wait until you have that in front of you.  

MR. VEGH:  Perhaps the witness can be give some time to take a look at this.  

Madam Chair, I just to put on the record, again, I think it's been indicated a few times that if the panel -- if witnesses are to be given information or documents to comment upon them that aren't already in the record, it is appropriate to have at least 24 hours' notice of this material.  

MS. NOWINA:  Ms. Agnolin, I have said that a number of times.  

MS. AGNOLIN:  I'm sorry, I apologize.  I am not asking for a specific comment on the text itself.  Just to note that there is a few portions in the text that talk about the benefit of strategic planning to review cumulative effects.  

MR. SHALABY:  I did acknowledge that there are a few portions that talk about strategic planning, yes. 

MS. AGNOLIN:  Strategic planning. 

MR. SHALABY:  I agree with you. 

MS. AGNOLIN:  One of the benefits of doing strategic planning is to look at the cumulative effects of a plan, and that's why I've included this portion right here.  I am looking specifically at page 34, it talks about, I can read it into the record: 
"An additional emerging factor centres on process integration, and assessments spread into the strategic level and begins more commonly to address cumulative effects."  

And I include this only to focus on the cumulative effects aspect of a sustainability assessment.  

MS. NOWINA:  So do you have a question to the panel on this?  

MS. AGNOLIN:  Yes, I do.  

MS. NOWINA:  Is the panel prepared to go ahead? Witness panel, you are prepared for her question now?  

MR. SHALABY:  If I could just take a minute to know where page 150 is and what chapter. 

MS. AGNOLIN:  Sorry.  I am looking at page 34.  

MR. SHALABY:  Yes, I know but -- just give me a minute. 

MS. AGNOLIN:  I am not sure which chapter it is.  

MS. NOWINA:  Mr. Shalaby, we can take our 15-minute break now if you would like a little time to review the reference.  

MR. SHALABY:  I would like to take a 15-minute break, Madam Chair. 

MS. NOWINA:  You would like to take a 15-minute break.  We will take our 15 minute and return at 10:30.  

--- Recess taken at 10:15 a.m. 


--- Upon resuming at 10:33 a.m.

MS. NOWINA:  Everyone, please be seated.

Mr. Shalaby, Ms. Agnolin, are you ready to go ahead?

MS. AGNOLIN:  Mr. Shalaby, what my question was going to be along this line was whether the OPA believes that examining cumulative impacts is a part of sustainability assessment.

MR. SHALABY:  The answer is yes.  And to give examples of that, the point being raised in the quote that you provided is that specific projects are unable to see the entire context.

MS. AGNOLIN:  Yes.

MR. SHALABY:  That's precisely the point of providing a strategic or overall plan, to provide context.

For example, CO2 emissions can, in fact, have a cumulative impact and, if any project -- any one project comes and says, I only met this much, not knowing what the other projects are emitting, it is difficult to assess the impact.  So putting all of the projects together over the years is helpful.

Developing watershed, if any one project comes in, are there other projects downstream or upstream, that is helpful.  Adding up the amount of land needed for the wind developments in aggregate is helpful, because any one project is several acres.  But how about 5,000 megawatts?  How many acres would that be?

So if that's what you're referring to as indicating the cumulative or the total, we indeed have done that and that is indeed a value of long-term planning, yes.

MS. AGNOLIN:  How did the plan consider the cumulative impacts of the projects it proposes?

MR. SHALABY:  I mentioned three examples of showing impact over time over -- a large number of projects over time.  That's an indication of cumulative CO2 emissions, as an example, cumulative land use, cumulative watershed use or the watershed development.  Those are some examples of showing a larger context, rather than a project-specific context.

MS. AGNOLIN:  Would you be able to point me to part of the plan where it shows this has been considered?

MR. SHALABY:  Yes, I can.  It's in Exhibit G-3-1.

MS. AGNOLIN:  Okay.

MR. SHALABY:  When you see, for example, the CO2 emissions over a 20-year period for all of the facilities in the plan.

MS. AGNOLIN:  Okay.

MR. SHALABY:  It is integrating over many facilities over many years.

MS. AGNOLIN:  Okay.  There was an indication where the OPA asked Hardy Stevenson & Associates to carry out assessments for electricity projects that would trigger an individual environmental assessment within the first five years of the plan.

MR. SHALABY:  Yes.

MS. AGNOLIN:  So I understand that work was done.  Are these assessments available for review?

MR. SHALABY:  They are part of the evidence in the E section of the evidence.

MS. AGNOLIN:  Has there been any assessments of projects that would trigger an individual environmental assessment beyond the first five years of the plan?

MR. SHALABY:  No.

MS. AGNOLIN:  No.  I am looking now to Exhibit B-3-1, attachment 1, which is the Stratos report.  It was the sustainability due diligence assessment.  

And at page 19 of that report, Stratos notes that the assessments done by Hardy Stevenson don't address all sustainability criteria and that they don't analyze trade-offs.

I will wait until you get to the reference, and then I will ask my questions.  So, again, the bottom of page 19.

MR. SHALABY:  The example given there was safety.  Yes, I read the words.

MS. AGNOLIN:  Okay, okay.  So that's at page 19.  Page 13 of that same report, then, outlines certain criteria that were only partially addressed.  Some of these criteria, for example, are water effluence, biodiversity, plant and animal conservation, waste management.  These, again, were criteria that the assessments only partially addressed, according to Stratos.

So my question is:  When will all sustainability criteria be addressed?

MR. SHALABY:  The general is over the project development phases.  Many of these criteria are project-specific.  So water effluents are project specific.  Public safety, to do with that specific project, would be project specific.  

So my general answer is more considerations will be addressed during the project consideration.

MS. AGNOLIN:  But without this base information, how was the OPA able to look at cumulative impacts of projects for the plan as a whole and for all of the projects as a whole?

MR. SHALABY:  We're looking at the impacts of the plan at a level that is appropriate to a planning level.  I mean, we cannot predict the biodiversity and plant and animal impact on projects that we do not know exactly where they will be and how they will be developed and what the construction methods will be.  Even if we wanted to, we couldn't do that.  

So we stopped at the level that is appropriate in the planning level.

MS. AGNOLIN:  What level was that?

MR. SHALABY:  At a level that did not go that far.

MS. AGNOLIN:  How far did the level go?

MR. SHALABY:  To the six environmental parameters that we tracked, specifically that's what we've done.

MS. AGNOLIN:  Did you apply those -- I understand you can't apply those on a site-specific basis, but did you apply them on a regional basis?

MR. SHALABY:  Not beyond the Hardy Stevenson assessment of corridors.

MS. AGNOLIN:  Okay.  So I am looking now -- I will just move along.  Looking now to Exhibit C-10-1, again, this is a discussion paper on sustainability.

Page 11 there, it lists trade-off criteria for sustainability.  That's table 2.2 on that page.  I am just wondering if you can explain how the OPA applied this trade-off criteria when doing the sustainability assessment -- when considering sustainability in the IPSP.


MR. SHALABY:  We explained that we did not do structured trade-offs.  Through the day 1 of the evidence, we indicated that we did not do trade-offs in the sense that is described here.  We did not use these.

MS. AGNOLIN:  So you -- okay.

So there was, then, no trade-off examination on a regional basis?

MR. SHALABY:  The trade-offs that we made in the plan are decisions to do with economic effectiveness, and we were explicit in the reasons, for example, at preferring alternative generation, one alternative over another.  So we're explicit.

So to the extent that we are explicit, in terms of explicit justification, we are explicit in what the trade-off is, and why.

In terms of protection of the -- I mean, you can go through them, and they are partly the sustainability requirements and partly being explicit about what we've done.

MS. AGNOLIN:  Okay.

MR. SHALABY:  The several thousand pages of material that we provided here provides a transparent and explicit record of the decisions that we have made and the rationale for them.

MS. AGNOLIN:  Hmm-hmm.  Okay, thank you.

I am looking now at your six planning criteria, the OPA's six planning criteria, which has been discussed at length.  For reference, they're at Exhibit B-3-1, page 12.

I am just wondering, did the OPA apply these planning criteria at all on a regional basis?

MR. SHALABY:  Yes.

MS. AGNOLIN:  How was that done?

MR. SHALABY:  Regional reliability was examined specifically for various regions in the province.

MS. AGNOLIN:  So reliability.  What about environmental performance, for example?  

MR. SHALABY:  The environmental parameters that we monitored, some of them have regional distribution.  Some don't.  

So, for example, the water use for cooling is specific to the lakes where the water is taken from, and discharged through.  The CO2 emissions are probably better assessed on a provincial basis, in fact on a global basis.  That is a better assessment of the CO2 emissions. 

Land use is specific to where the land is.  So you can track it back -- I mean we show where the corridors of transmission are and where the renewable energy projects are going to be.  

So we can track from that the regional impact on land use.  So some parameters are more specific to regions, others are not.  

MS. AGNOLIN:  Okay.  So of these six criteria, which ones incorporate the definition for intragenerational equity?  

MR. SHALABY:  We described, at some level, the fact that electricity is available throughout Ontario at similar commodity costs, at least.  The fact that reliability is available, reliable supply is being pursued for all parts of Ontario, any part of Ontario that is connected to the IESO control grid.  

All of that is an indication of the equity parameters that intragenerational equity talks about.  

MS. AGNOLIN:  Okay.  So I will ask -- 

MR. SHALABY:  The availability of conservation programs to a large number of people in Ontario and are formally available.  In fact some of the programs address low-income housing and so on.  

So all of that addresses some of the intragenerational equity issues.  

MS. AGNOLIN:  Do any of the six criteria address or incorporate the preventing of disproportional burdens on different regions?  

MR. SHALABY:  Not explicitly.  I mean, the projects are -- the benefits are throughout Ontario and the projects are spread out throughout Ontario.  

There's some more megawatts per number of people living in some area than another.  Durham region gets a large number of megawatts per population in that region, for example.  

Now, whether that's a disproportionate location of megawatts in some area of the province or not, that is addressed by identifying some of the locations of the projects that we're talking about.  So the north sees a lot of the hydroelectric generation, as an example.  

MS. AGNOLIN:  Yes. 

MR. SHALABY:  And the expectation fully is from consultation in the north, and mitigation of impacts and sharing of benefits and development.  All of that is part of the developments in the north.  

MS. AGNOLIN:  You have mentioned benefits several times in your answer there.  I am wondering about burdens, though.  That was what my question was:  What part -- which of these six criteria address preventing burdens, disproportionate burdens on a region, as opposed to addressing benefits?  

MR. SHALABY:  It is the subsequent approvals and subsequent consideration of projects, including rejection of projects outright if they're not acceptable to communities and place undue burden on a community. 

MS. AGNOLIN:  So that will be done on a project-by- project basis?


MR. SHALABY:  That's right. 

MS. AGNOLIN:  It will not be done at the planning level, where you can look at the burdens of all of the projects combined?  

MR. SHALABY:  It is difficult to understand the level of burden without understanding the specifics of the project.  

MS. AGNOLIN:  At a future point down the road, do you foresee an examination of the burdens that will be placed, the combined burdens of all of the projects?  If not done at the outset, will it be done at some point later?  

MR. SHALABY:  We monitor implementation of projects and we monitor the decisions of the municipalities and approving bodies as to what is acceptable and what is not and how they're mitigated.  So we will incorporate decisions of -- we understand how people approve projects and under what conditions they get approved.  

MS. AGNOLIN:  Okay.  So I am still within discussion paper 6, sustainability looking at page 27, 28.  This is where the OPA discusses livelihood sufficiency and regional development.  

So my question is whether the OPA considered the argument for local regional self-sufficiency when developing the plan.


MR. SHALABY:  Whether the OPA considered, what specifically?  

MS. AGNOLIN:  Regional self-sufficiency, local self-sufficiency when developing the plan.  

MR. SHALABY:  We understood the desire of certain communities for regional self-sufficiency.  But the mandate of the plan is almost different than that.  It is provincial self-sufficiency, provincial planning for resources throughout the province, to meet everybody's needs in the province.  

So provincial -- regional self-sufficiency manifests itself in our planning in the reliability part.  Meaning everybody will have sufficient resources and security of supply.  Every part of the province will have that.  

But in terms of, do you generate as much as you consume in every part of the province?  The answer is "no."  

MS. AGNOLIN:  Okay.  So livelihood sufficiency is a component of one the criteria we have, social acceptance.  So again looking at page 27 of the sustainability discussion paper, discussion paper 6, there is an indication there that significant employment benefits are expected in northern and native communities due to transmission projects.  

That's at that page.  

What do you mean by "significant employment benefits"?  

MR. SHALABY:  Does it say "specific"?  I am reading "specific". 

MS. AGNOLIN:  Oh, sorry.  So it's the paragraph that starts with "Future generations," the third line from the bottom.  
 "Transmission projects may also generate significant intragenerational employment benefits in northern and native communities."  
Noting that exact locations and mitigation is yet to be finalized.

MR. SHALABY:  The one specific transmission project that was considered and is part of the options is transmission from Manitoba all the way to northern Ontario and then to southern Ontario.  

If a project like that materializes in the north, that would generate significant amounts of -- significant as in large numbers, high-level skills will be required.  Training and permanence in jobs will be maintained.  That's the indication of significance of the jobs:  The numbers, the duration, the skill level and the permanence of the jobs.  

MS. AGNOLIN:  So my question is, what analysis did you base that statement on?  Where did you get the idea for numbers and where is this information?  

MR. SHALABY:  Well, we know that constructing several hundred kilometres of transmission line involves large number of crews, construction trades, project managers, and associated services.  

So it's without specific analysis, but knowing from projects similar to that, examples would be the Bruce-to-Milton line that is under more specific consideration, gives us some indication of the number of people involved and you can extrapolate.  

But generally, a long transmission line would generate significant employment opportunities.  

MS. AGNOLIN:  There seems to be a great deal of focus on the jobs that could occur towards benefits in the northern and native communities.  So what other economic and social benefits are expected?  

MR. SHALABY:  That would be project-specific and would depend on the degree of training provided, partnership provided, long-term benefits provided, boom-bust impacts that are avoided.  

We heard a lot about development that is favourable to communities and development that is not favourable to communities, and that is best left to the method of developing, the method of involving the communities, and that's why it is more appropriate to consider all of that at the project stage.  

MS. AGNOLIN:  So has there been any analysis at the planning stage for what the employment, economic and social benefits could be in the northern communities?  

MR. SHALABY:  Not quantitative, but directionally.  We understand the benefits development can bring and the harm development can bring if not managed right.

MS. AGNOLIN:  Okay.

Just moving along now, I am looking at your response to NorthWatch's Interrogatory No. 44.  It is at I-26-44, page 1.

MR. SHALABY:  Give us a second.  Thank you.

MS. AGNOLIN:  Of course.

MS. NOWINA:  While they're looking that up, 
Ms. Agnolin, you gave us a time estimate of 30 minutes.  You are close to that now.  Can you --

MS. AGNOLIN:  I am almost done.

MS. NOWINA:  You are almost finished?

MS. AGNOLIN:  Yes.

MS. NOWINA:  Thank you.

MS. AGNOLIN:  So in that response, the OPA states that it believes the plan strikes an appropriate balance between the interests of all regions of the province.

MR. SHALABY:  Yes.

MS. AGNOLIN:  My question is:  What analysis does the OPA rely on for that conclusion?

MR. SHALABY:  The observation -- the conclusion is based on the geographic distribution of the projects, the conservation programs, the transmission that is included in the plan, and the provision of service throughout the province.

So that is the analysis.  That is the basis for that conclusion.  There are projects in various parts of the province.  There are benefits throughout the province.  Conservation programs permeate the entire province.

MS. AGNOLIN:  What about burdens?

MR. SHALABY:  We talked about that.

MS. AGNOLIN:  But is an assessment of burdens, then, part of that statement that it's balanced throughout the province?  There is a balance of interests between all regions of the province?  You talk about benefits.

MR. SHALABY:  It's tough to do that without knowing what the specific projects are.  And not just what the specific projects are.  How are they developed, in what way they involve the specific community, in what way they benefit or burden the specific communities?

The identical projects can be developed differently and have very different impacts on communities, both burden and benefit.

So this is not a question of, What is a project, where is it, but more how is it developed, how is the local community involved, and how are the impacts mitigated.


MS. AGNOLIN:  So in the OPA's view, what are the interests of northern Ontario relevant -- and how are they relevant to the development of the IPSP?

MR. SHALABY:  We list what we heard from various stakeholders and consumers at length in evidence C, section C of the evidence.

MS. AGNOLIN:  Hmm-hmm.

MR. SHALABY:  I can only say that it is as diversified and as -- as the interests of the province.  But in many instances, protection of the natural environment, because of the natural heritage and assets in the -- that are being developed in the north impact the north more, hydroelectric in particular.

The economic development in the north is important.  We heard that, as well, given the transition in industries, particularly pulp and paper in the northwest and the northeast.

We heard a lot from First Nations and Métis nations in the north about their desire for involvement in activities and development, and the betterment of service in their communities and inclusion in decision making.

So we heard a lot of input that represents the values and desires of people living in the north, and we documented that at length in evidence in -- in evidence C.  I can go on and on, but --

MS. AGNOLIN:  I understand what the stakeholders brought forward as to what their concerns were.

What I am interested in is what the OPA -- as a result of that stakeholder consultation, what the OPA has narrowed down as their view of northern interests that were considered in the plan.

MR. SHALABY:  It is -- we discussed yesterday the provision of service to the clients of the NOMA organization, Thunder Bay, Kenora.  We discuss in the evidence acceleration of enabling the wind resources in Manitoulin Island as a response to a desire for -- one of the First Nations for participation, or more than one of the First Nations' participation through renewable energy development.  

We discuss in the plan how projects are sized appropriately and developed appropriately in the north in response to impact on the natural environment and ways of life.

An example of that would be the Little Jackfish project.  It used to be a larger project with peaking and damming preservation.  It is now a run of the river, smaller-sized project.  That's an example of how the project is developed in ways that respond to the community around it.

We talked about the biomass and bioenergy opportunities in the north for fueling Atikokan generating station and other generating facilities.

I don't know whether I am answering your concerns, or am I going on in a different track?

MS. AGNOLIN:  Well, I can sort of gather, and maybe I will just try to summarize from what you have answered.  My question was what the OPA saw as northern interests, and from your response I gather the provision, reliability.  I am hearing a little bit about environmental protection and First Nations concerns, economics.  

So those seem to be the three things that you -- in your answer.

MR. SHALABY:  First Nation and Métis issues are very important considerations in the north, as well.

MS. AGNOLIN:  That the OPA believes to be?

MR. SHALABY:  Yes.

MS. AGNOLIN:  Okay, that's a summary of my cross-examination.  Thank you.

MS. NOWINA:  Thank you, Ms. Agnolin.  Mr. Warren, are you next?
Cross-examination by Mr. Warren:

MR. WARREN:  Thank you.  Mr. Shalaby, I would like to begin, if I can, with a brief follow-up to an exchange you had with my friend, Mr. Rodger, this morning.

As I understand it - and correct me if I'm wrong - the approval of the methodologies of the procurement processes would, in the OPA's view, apply over the term of the IPSP.  That's 20 years.  Is that correct?

MR. SHALABY:  It will apply as long as these procurement processes meet the needs of the people of Ontario in provision of conservation and generation.

MR. WARREN:  I ask the question because you also said to Mr. Rodger, and my note of your evidence is, that the procurement processes could change; is that correct?

MR. SHALABY:  Process?

MR. WARREN:  The procurement processes could change.  That was my note of your testimony.  You said that to Mr. Rodger this morning?

MR. SHALABY:  It could change?

MR. WARREN:  Yes.

MR. SHALABY:  It could change, yes.

MR. WARREN:  Now, my question, Mr. Shalaby is:  If they change and they're different from what the Board has approved, what then happens?  Is it the case that you can't use them if they change, if they're not within what has been approved by the Board?

MR. SHALABY:  If we need them changed, we will come for approval of changes to the process.  We're not going to change a process without approval.  If the approval granted to us is sufficient for procurement for a period of time, we will use them until the need changes, if they do.

MR. WARREN:  So do I take it, then, that they will only -- that they won't necessarily apply for 20 years, they will apply until they change, and then you will come back for another approval from this Board as part of the three-year review process; is that right?

MR. SHALABY:  If they need change, that's right, yes.

MR. WARREN:  Who will be the judge of whether they need change?  Is that the OPA, or will you put it to the board or the stakeholders to see whether or not -- see, their views as to whether or not they need changing or whether the change would need approval?

MR. SHALABY:  The OPA consults with stakeholders continuously on the appropriate procurement mechanism.  So it is going to be a decision of the OPA informed by consultation with stakeholders.

MR. WARREN:  Thank you for that.  Mr. Shalaby, my next series of questions deal -- arise from questions that were put to you by Ms. Lea on the first day.

If you could turn up the transcript for the first day, beginning at page 147.


Have you got it, Mr. Shalaby?

MR. SHALABY:  I have 147.

MR. WARREN:  There is no magic in the text, Mr. Shalaby.  In the exchange you had at the bottom of the page, Ms. Lea asked you:  
"Projects that would not go ahead if the Board does not approve your application..." 

And you listed three of them for which you were seeking approval.

Now, if you could just keep your finger on that page and turn, then, to page 153 of the same transcript, at the beginning of the top of page 153, Ms. Lea was asking you a number of questions about incorporating new data.  And your answer, beginning at line 6, was as follows: 
"We're presenting the evidence, the information about the load in 2006-2007.  To have that ripple through all of the documents in the plan would take us another eight months to process and it will be a never-ending process of updates." 

Now, what I would like to do is just to combine those two references.  

If the Board were not to grant the approval for one or more of the projects which are listed on page 147 - let's take that as the assumption for my question - if the Board were not to grant it, how long would it take you to ripple through the effects of that to return to the Board with a fresh plan?  

MR. SHALABY:  Eight months, as we said.  Eight or a year.  It took a year to get this evidence to the point of being discussed and reviewed here, more than a year.  It takes several months to prepare it.  So you do the math.  

MR. WARREN:  Now, I take it -- may I assume, Mr. Shalaby, that the OPA plans for contingencies if one or more parts of the IPSP is not approved?  Is that fair?  

MR. SHALABY:  Yes. 

MR. WARREN:  One of the contingencies, I take it, would be that one or more of the projects listed on page 147 would not be approved.  You have a plan for that; is that correct?  

MR. SHALABY:  We indicate that if projects are not implemented in the short term, the coal fleet will operate longer and reliance on interconnections will be higher.  Those are the short/intermediate-term measures to compensate for lesser implementation of projects in the short term.  

MR. WARREN:  While cost impacts are not part of the issues in this case, can you tell me whether your contingency plan for the denial of approval for one or more of those projects, in your view, has implications in the short term for either the cost of electricity, or the reliability of the service?  

MR. SHALABY:  Yes.  

MR. WARREN:  Okay.  Do you know what those are?  Have you quantified what the impacts are in reliability and cost?  If so, can you tell us what they are.  

MR. SHALABY:  The three projects have to do with supply of natural gas-fired generation in the Kitchener-Waterloo.  There would be impacts on reliability in the Kitchener-Waterloo Guelph-Cambridge area.  The southwest GTA, there will be impacts on reliability in southwest GTA, and the continuation of the operation of Lennox will take away, if that doesn't continue, it might be continued under other arrangements. 

So your question is, what is the impact?  The assessment of Kitchener-Waterloo is in section E of the evidence.  The assessment of southwest GTA is in section E of the evidence.  And the continuation of the service of the Lennox generating station, I suspect the impact of that will be to continue under the IESO mechanism of operation, rather than under the OPA contract.  

MR. PIETREWICZ:  Just for clarity, I believe when Mr. Shalaby was referring to southwest GTA, he meant GTA. 

MR. SHALABY:  My apology.  Thank you, Andrew. 

MR. WARREN:  Are there hierarchies of impact -- I am assuming this is perhaps the first idiot question of the day, Mr. Shalaby, but you will indulge me.  I take it there are hierarchies of impact in terms of the effect of the Board not approving parts of this plan.  Not approving, for example, one or more of those three specific projects would have a greater impact than not approving some other aspect of the plan.  Is that fair?  

MR. SHALABY:  It is.  

MR. WARREN:  Okay.  Is the -- I apologize, Mr. Shalaby, if this is somewhere in the thousands of pages of evidence you folks have been kind enough to prepare -- is there an outline of the hierarchy effects -- of effects of not approving the plan?  Or do we simply deduce that from what you said about the benefits of the particular, each aspect of the plan?  

MR. SHALABY:  If I could go back to some of the presentation material that we have presented on day 1, K1.1 evidence.  

In answering that, I will go to the value of integrated planning, which is slide 20.  

MR. WARREN:  Go ahead.  Yes, okay, thanks.  

MR. SHALABY:  So you pick and choose what becomes the casualty of non-approval.  But at stake is the entire concept of government setting objectives, expert agency developing a plan, the Ontario Energy Board reviewing the plan, the many participants in the marketplace implementing the projects.  That is what is at stake, if we don't see the approvals through in this case.  

MR. WARREN:  I appreciate that is a level of –- sorry, an answer at a high level of generality.  My question was more microscopic and that is:  Do you have a contingency plan for each of the areas of the IPSP, if they're not approved?  That's one part of it.  

The second is, if that contingency plan exists, are there quantified impacts?  Does that exist, Mr. Shalaby?  

MR. SHALABY:  I indicated the contingency, the measures that will compensate for resources that are late, or delayed.  I indicated that.  It's coal and interconnections.  There will have to be transmission improvements in the area of Kitchener and southwest GTA.
MR. WARREN:  Those transmission improvements, I take it, would have cost implications?  

MR. SHALABY:  I beg your pardon?  

MR. WARREN:  If there would have to be transmission improvements, those would have costs associated with them; is that correct? 

MR. SHALABY:  Yes. 

MR. WARREN:  Have you quantified what those costs would be? 

MR. SHALABY:  That is in evidence in section E as well.  In evaluating the reasons we went to natural gas plants in these locations, we evaluated the transmission reinforcements that would be necessary, if the generation was put elsewhere. 

MR. WARREN:  Okay.  

My final series of questions, Mr. Shalaby, to stay within my predicted time limit, is -- deals with the relationship of what I have just been asking you about and the three-year process of coming back to the Board.  

Again, I apologize.  This may be somewhere in the evidence and I may have missed it, but what is the start date for the calculation of the three years?  Is it the approval?  Is it the filing of the original application?  Or is it the Board's approval of what's before it now?  

MR. SHALABY:  We said up to 2010, projects that would be, that would need implementation by 2010.  

MR. WARREN:  Sorry, you have misunderstood my 
question -- 

MR. SHALABY:  Yes. 

MR. WARREN: -- for which I am at fault.  If you were to come back to the Board with a fresh iteration of the IPSP every three years, and I am simply trying to calculate when the three-year period starts to run. 

Is it from the filing of the first IPSP last year?  Or is it from the time when the Board approves the IPSP which is before it now?  

MR. VEGH:  I think that answer is in a regulation, Mr. Warren.  If you give me a minute I can find that regulation for you or we can undertake to provide that. 

MR. WARREN:  If you can undertake to provide it, thank you.  My last question, Mr. Shalaby is this -- 

MS. NOWINA:  Mr. Warren, let's get an undertaking number for that.  

MR. WARREN:  Sorry. 

MS. LEA:  Undertaking J4.2, to indicate the time the three-year period starts to run for resubmission of the plan.

UNDERTAKING NO. J4.2: TO INDICATE THE TIME THE THREE-YEAR PERIOD STARTS TO RUN FOR RESUBMISSION OF THE PLAN

MS. LEA:  Thank you.  

MR. WARREN:  My final question to you, Mr. Shalaby, is this:  You and I discussed a moment ago the impact of what you have called the ripple effect and we talked about an eight-month timeline effective rippling through, if the Board was not approving some aspects of the IPSP. 

MR. SHALABY:  The eight months was in reference to could you update all of the evidence, all of the emissions, all the costs.  That's what it will take.  

MR. WARREN:  Would the denial of a specific project -- for example, one of the ones listed on page 147 -- would that have the effect of having to reconsider the entire plan?  What's the timeline for considering the effect of denying one of those projects?  

MR. SHALABY:  I indicated that it would be longer operation of the coal-fired fleet, transmission fixes, depending on which of the projects are not approved, and continuation of service of the Lennox generating station under other arrangements.  

MR. WARREN:  I apologize, Mr. Shalaby, I again have been imprecise in my question.  Let me go back to it.  As I understand the process, if the Board does not approve some or all of the IPSP, it goes back to the OPA and the OPA brings it back for resubmission to the Board.  

MR. SHALABY:  Yes.  

MR. WARREN:  Okay.  My question is, if the Board, using the projects on 147 as an example, if the Board were to deny one or more of those, how long would it take you to bring the IPSP back before the Board?  That's the timeline I am looking for. 

MR. SHALABY:  Right.  It's a bit of a hypothetical question because it depends what are the reasons for bringing it back. 

MR. WARREN:  Right. 

MR. SHALABY:  So depending on what the reasons are, that will dictate or will impact on the degree of change.  I mean, if it is brought back with a set of reasons that is different than another set of reasons, the time for placing it back will be different.  So I would be speculating.

MR. WARREN:  Fair enough, Mr. Shalaby.

My last question, and this may feed into the undertaking your counsel has given, is:  Would the Board's -- if the Board were to deny one or other aspects of this application, again taking -- using the page 147 projects, would that affect the time for bringing back the -- or bringing forward the next iteration of the IPSP, or do you know?

MR. SHALABY:  I think, again, the reasons for bringing it back will have a lot to do with what the timing will be.

MR. WARREN:  Those are my questions.  Thank you very much.

MS. NOWINA:  Thank you, Mr. Warren.  Mr. Shepherd.  Mr. Shepherd, I understand that you are looking for a couple of hours?

MR. SHEPHERD:  Yes.

MS. NOWINA:  We are going to break for lunch at 12:15, so if you'd just find an appropriate time, then, to break.

MR. SHEPHERD:  I will.  Thank you.

MS. NOWINA:  Is your mic on, Mr. Shepherd?

MR. SHEPHERD:  Yes, it is.  Can you hear me?

MR. SHALABY:  I could benefit from more direct speaking into the microphone.  My apologies, Madam Chair, but my ears are ringing a little bit.

MS. NOWINA:  We don't usually have a problem with that with you, Mr. Shepherd.
Cross-Examination by Mr. Shepherd:

MR. SHEPHERD:  Can you hear me now; is that okay?

Okay.  Mr. Shalaby, I guess most of my questions are for you.

Mr. Pietrewicz -- did I pronounce your name correctly?

MR. PIETREWICZ:  That's pretty good, Pietrewicz, yes.  It's a tough name, and this is anglicized version, so...

MS. NOWINA:  Why don't you give it to us just once, so we have it?

MR. PIETREWICZ:  Pietrewicz.

MR. SHEPHERD:  Okay.  Well, I will practice at lunch.

I want to start -- Mr. Shalaby, I think this is for you -- with -- I am here representing the School Energy Coalition.  And we have done this before, but in different circumstances, many years ago.

The School Energy Coalition has a point of view that is very long term.  We're thinking not just in terms of what the cost implications are next year and the year after, but also what the trade-offs are in the long term, because we're going to be around a long time; right?

So it is the trade-offs that you make today that have long-term negative impacts we are concerned with.  So our focus is on where you are going in the end.

So I guess I want to start with questions relating to vision.  Nobody has asked about that yet, so I am going to.

On Tuesday, Mr. Crocker led you through a series of questions dealing with your approach to planning.  You don't need to turn that up, but one of the things I was struck with is I didn't hear anywhere the overall vision of OPA with respect to the future -- what the future is supposed to look like, what you want the future to look like.

I guess when I was first taught planning - and this is a long time ago - I learned that when you start with a plan, the first thing you have to do is figure out where you want to go, and then you decide, okay, now how are we going to get there.  That's correct; right?

MR. SHALABY:  That is correct.

MR. SHEPHERD:  Okay.

And a corollary to that is that your vision of the future could be more or less aggressive; that is, more or less of a change from the status quo.  Right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  The goal you have in this particular plan, I guess, is, in part, delivered by the government; right?

MR. SHALABY:  In very large part, yes.

MR. SHEPHERD:  I guess that's where I want to go with this, is -- the government has given you certain instructions about where they want you to go; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  But you also have to fill in some things about where you want to go.  Part of the vision is yours?

MR. SHALABY:  Yes.

MR. SHEPHERD:  Okay.  And you would agree, wouldn't you, that depending on how aggressive your goal is, that will affect how proactive you are in your planning actions -- in your implementation actions, rather.

If you want a bigger change from the status quo, then you have to be more proactive to make things happen to get there;  true?

MR. SHALABY:  That's accepted, yes.

MR. SHEPHERD:  This is too easy.  On Tuesday, when you were talking with Mr. Poch, you said your objective in this plan was, and I am quoting it, "the betterment of life in Ontario".

That's sort of more high level than I am looking for, so I wonder if you can -- is it possible to take it down one notch and give us a broader view of what OPA's vision is for where this plan is supposed to be taking us?

MR. SHALABY:  Well, I can bring up my business card.  We have the vision of the OPA printed on it, and it is "sustainable and reliable electricity service for the benefit of the people of Ontario."

MR. SHEPHERD:  Okay.

MR. SHALABY:  It's, um..., expressed in electricity terms, but if you want to go a notch below the broader vision, this plan takes us to a more efficient consumption of electricity to a lower -- greenhouse gas impacts on -- of electricity generation, to a more technologically advanced consumption, transmission, distribution of electricity.

It takes us into secure and reliable electricity throughout the province.  It takes us into capability of responding to contingencies and uncertainties and adapting.  

Those are some of the things that this plan achieves and attempts to get into.

MR. SHEPHERD:  Thank you.

MR. SHALABY:  Many of the different things, if you're saying the different -- it's going deeper and farther in the efficiency of use and deeper and farther in people's control over their use of electricity and consumption of energy, generally, but electricity specifically.

MR. SHEPHERD:  In London, England there is an experimental community that is being built right now, I think, or starting next year, that's intended to be a zero carbon community.

Your vision could include that?  It doesn't, but it could; right?  You could be looking to that sort of future, but you are not; right?

MR. SHALABY:  We're not.

MR. SHEPHERD:  Okay.  Similarly, there are other jurisdictions that have adopted a vision of 100 percent or near 100 percent reliable on renewables.  Again, you could adopt that vision.  Within the directive, you could adopt that vision, but you haven't; right?

MR. SHALABY:  I am not sure how that works, that part.

MR. SHEPHERD:  You could make a decision that when it's maximizing renewable energy, you are going to maximize it to 100 percent.  You could do that; right?

MR. SHALABY:  That would not be cost-effective, as we found out.

MR. SHEPHERD:  Okay, good.  Thank you.

You could have a vision --

MR. SHALABY:  If your question is, Is it at all feasible if money is no object and land use is no object and all of that is no object, then I would go along with that hypothesis.

MR. SHEPHERD:  I take it what you're saying is, within the direction, you don't have that option, because it wouldn't be cost-effective; right?

MR. SHALABY:  Right.

MR. SHEPHERD:  Okay.  So to that extent, your vision is constrained by a government vision that says, We don't want you to go -- we don't want you to be that aggressive.  Is that right?

MR. SHALABY:  I take a different view of that.  I think the government directive is making Ontario ambitious and aggressive, to use the word "aggressive", on all fronts.  Doubling the renewables is certainly a very ambitious goal.  It took 100 years to build the first half.  It's going to take 15 or 20 years to build the second half.  That is ambitious.  The efficiency targets are very ambitious.

So I am not sure whether I am -- whether I am answering your questions in ways that -- you complained this was getting too easy for you so...

[Laughter]

MR. SHEPHERD:  You are trying to correct that, are you?

You can have a vision that embraces early adoption of new technologies.  You could make that part of the future you want, but you haven't expressly done that, have you?

MR. SHALABY:  We have.  We talked about technology and embracing technology and reliance on technology, fundamentally, in all aspects of the plan.  We talked about that yesterday.

MR. SHEPHERD:  Are you saying that this plan is a plan characterized by Ontario taking an early-adopter approach to new technologies?

MR. SHALABY:  Early adopter, as in?

MR. SHEPHERD:  There are people who lead with new technologies, and there are people who wait and see what other people do, and then they follow.  This plan is the second; right?

MR. SHALABY:  Some segment of society are early adopters; some other segment is not.

MR. SHEPHERD:  Okay.  I take it you will agree that this plan is not characterized by early adoption of new technology, but, rather, by waiting to make sure that the technologies are mature and feasible, and then adopting them; is that right?

MR. SHALABY:  That is not in contradiction with being an early adopter.  I mean, that's prudent adoption of technology.  We need to know it is feasible and it works, and then you adopt it, as opposed to, what, trying it out and figuring it out whether it works or not?  

MR. SHEPHERD:  The early adopters take higher risks with new technologies and the later adopters take lower risks; right? 

MR. SHALABY:  The plan provides for people to take higher risks in developing their solar projects or wind projects or biodigesters.  People are taking risks with technology under the standard offer programs.  I am not sure I want to categorize a plan as early adoption and not early adoption.  

That's -- I am not sure what -- 

MR. SHEPHERD:  Let me ask the question a different way.  What I am trying to get at is vision, I am not trying to get at details yet.  We might, but right now I am trying to get at vision.  

I read your plan as saying, We want incremental movements in the direction of new technology. 

MR. SHALABY:  There is a measure of caution and feasibility and judgment about maturity and performance of technologies before we embrace them fully, yes.  If that's what you are meaning, yes. 

MR. SHEPHERD:  Now, you could have a vision that is more aggressive than that, right, that says, We're going to make these things happen.  I take it you will agree that the directive doesn't prevent you from doing that.  

MR. SHALABY:  Well, it doesn't and we are taking aggressive moves on making things happen, on standards, on conservation, on renewables.  So it's not an either/or.  It's not one or the other. 

MR. SHEPHERD:  I am not being critical, yet.  What I am trying to -- you will agree you could be more aggressive?  It's possible?  

MR. SHALABY:  Aggressive means, what?  Take higher risks?  

MR. SHEPHERD:  Yes.  Take higher risks. 

MR. SHALABY:  We could take higher risks, yes. 

MR. SHEPHERD:  And the directive doesn't prevent you from doing that, does it?  

MR. SHALABY:  The directive, the directive leaves it to the professional judgment and the judgment of the planners to decide on what options to use and how quickly, and in what locations.  

MR. SHEPHERD:  Excellent. 

MR. SHALABY:  So it doesn't prevent us, no.  

MR. SHEPHERD:  Would you agree that the -- implicit in the directive and in the government's vision, the portion that they have handed to you already -- they're marching orders, in effect -- that the government is asking you to make Ontario a leader in energy efficiency?  

MR. SHALABY:  A...?  

MR. SHEPHERD:  Leader.  Leader.  

MR. SHALABY:  Leader?  

MR. SHEPHERD:  In energy efficiency. 

MR. SHALABY:  Yes.  

MR. SHEPHERD:  Okay.   

MR. SHALABY:  I mean, not in the directive itself, but the word "leading" in energy efficiency finds itself in other communications. 

MR. SHEPHERD:  Sorry, I didn't catch that.  

MR. SHALABY:  The word "leadership" in energy efficiency finds itself in places other than the directive itself.  

MR. SHEPHERD:  But you agreed that it is implicit in the directive.  That's what they're asking you to do. 

MR. SHALABY:  It is implicit, yes.  

MR. SHEPHERD:  Would you agree that the directive is asking you to find ways for Ontario to take a leadership role in new technologies?  

MR. SHALABY:  Renewables in particular, yes.  

MR. SHEPHERD:  Okay.  Do you perceive that the vision you have been delivered or -- I will start with the portion of the vision that comes from the government.  

Do you perceive that to include or to expect dramatic reductions in greenhouse gas emissions?  Dramatic.  I am using the term -- 

MR. SHALABY:  Well, let's, from 30 to 5 or 6 or 7.  So that's less than a third.  

MR. SHEPHERD:  Okay.  And from your point of view, that's not something that OPA grafted on the plan.  That is something that the government said that's what we're looking for; right?  

MR. SHALABY:  The government is looking for reductions in greenhouse gasses, yes.  

MR. SHEPHERD:  Do you perceive that this, the vision, either the one that you were given by the government or the one that you have developed within it, includes maximizing Ontario economic development?  

MR. SHALABY:  Economic development?  

MR. SHEPHERD:  Yes.  

MR. SHALABY:  That's a broader goal than we can tackle.  

MR. SHEPHERD:  So from your point of view, you're neutral on that, do a good plan and economic development will happen as it happens?  

MR. SHALABY:  We don't separately or specifically look at economic development as an objective of this particular plan.  But we know that good, reliable supply of electricity at lower cost is inducive to economic development.  

MR. SHEPHERD:  Okay.  And so from your point of view, to the extent that, for example, sustainability is -- part of sustainability is economic development; right?  

MR. SHALABY:  It's livelihood.  The language is specific and we considered the language specifically, yes. 

MR. SHEPHERD:  Fair enough.  Would you agree that your understanding of that component of sustainability has to do with low cost electricity not, for example, with lower air emissions?  

MR. SHALABY:  It is service for -- electricity service.  Not just electricity, cost of the product electricity.  

We look at people's use of electricity.  So conservation is a big part of the plan and the deliverable of the plan.  So if people can get their services by not using electricity, or using less of it, that is even better.  

MR. SHEPHERD:  Does the vision of this plan include a preference for Ontario-grown technologies?  

MR. SHALABY:  Ontario's?  

MR. SHEPHERD:  Ontario-grown technologies either invented here or manufactured here or whatever.  

MR. SHALABY:  Not explicitly, no.  

MR. SHEPHERD:  No?  That means it is not in there?  Or it is probably in there somewhere but you just haven't done it consciously?


MR. SHALABY:  If we're renewing the infrastructure in 20 years, there’s a huge amount of manufacturing and technology role for Ontario to develop.  

MR. SHEPHERD:  Okay. 

MR. SHALABY:  Specifically what technology and where and when and how, that is not the detail that we went into.  

MR. SHEPHERD:  Yesterday afternoon you told 
Mr. Thompson that part of your role, part of OPA's role is to be proactive in supporting strategies that are in the best interests of consumers.  That's right, eh?  

MR. SHALABY:  Strategies?  

MR. SHEPHERD:  That are in the best interests of consumers. 

MR. SHALABY:  Yes.  

MR. SHEPHERD:  I assume that means that your mandate includes forming an independent assessment as to what is in the best interests of consumers; is that right? 

MR. SHALABY:  Yes.  

MR. SHEPHERD:  And yet you didn't ask the government to tell you what's in the best interests of consumers except in the directive.  

You formed that judgment yourself?  

MR. SHALABY:  We are continually informed by consumers.  We have, as I indicated this morning, advisory bodies that advise our CEO and that is populated by various consumer groups.  

We pay close attention to feedback and input from consumers, yes.  

MR. SHEPHERD:  Okay.  Now, let me just understand a couple of things about the limits of where you are allowed to go, in your mind.  

Within the vision laid out by the government, do you perceive that you have the discretion to, for example, formulate a plan that has 12,000 megawatts of conservation rather than 6,000, but has a higher cost because you are delivering net environmental benefits?  Do you have that -- within the directive, do you have that freedom?  

MR. SHALABY:  Not at a higher cost. 

MR. SHEPHERD:  Not at a higher cost.  Okay.   

MR. SHALABY:  Because the cost-effectiveness then comes into play.  You can develop plans that have options that work, but some of them may not be feasible.  Some of them may be higher cost.  We stop that feasibility and stop that cost-effectiveness. 

MR. SHEPHERD:  So do I take it, it's the OPA's view, then, that you cannot achieve environmental benefits if it means the plan will cost more?  Is that true?  

MR. SHALABY:  This plan includes environmental benefits that are being achieved at a cost.  

MR. SHEPHERD:  So then what's the limit as to the point at which you can spend more money on the environment?  

MR. SHALABY:  We're following the directive and achieving the directive goals in an economic -- in an economically effective way. 

MR. SHEPHERD:  So that 4,950 --


MR. SHALABY:  Cost-effective way.


MR. SHEPHERD:  -- megawatts of conservation, or whatever the number is, right, the 5,000 megawatts of conservation that are in the plan that the government told you to get, that can cost money.  Additional conservation can't have a net cost; right?  

MR. SHALABY:  Additional conservation is still lower cost than supply.  

MR. SHEPHERD:  That is not the question.  

MR. SHALABY:  Cost of conservation was never the barrier to more conservation.  

MR. SHEPHERD:  You couldn't take it to the point where you got environmental benefits but it cost more, could you? 

MR. SHALABY:  It's hypothetical because conservation, the way we see it and the way we assess it, there is lots more at lower cost.  So we haven't been at the fork of, let's do conservation at higher cost.  We are not at that fork in the road yet. 

MR. SHEPHERD:  Then let's use renewables.  So renewables you will agree, renewables are more expensive than some other options; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  The government said, Get to this point in renewables, and you're saying you can't go beyond that if it costs extra money; right?

MR. SHALABY:  We chose not to.

MR. SHEPHERD:  Well, that's what I'm asking.  Has the government told you you can't, or have you made the decision not to?

MR. SHALABY:  We made the decision not to go beyond on cost-effectiveness measures, primarily because renewables have impacts, other generation has impacts.  We're not sure which impact is more acceptable at this stage, at this time.  We're still a long distance away from it.  We are not going away from renewables to other supply at this time.

When we hit 15,700, we're going to meet that fork.  It's long out in the planning horizon.

MR. SHEPHERD:  Would you agree with me that within the vision that the government has provided to you, you could formulate a plan that dramatically minimizes the amount of nuclear in the future if you assess that the risk was great, even if it costs more money --

MR. SHALABY:  We formulated plans that have no nuclear in the future.

MR. SHEPHERD:  You could present one to this Board and that would be within the directive; right?

MR. SHALABY:  If it meets all other constraints and policy directives, yes; but it didn't, because it --

MR. SHEPHERD:  That's not what I'm asking.

MR. SHALABY:  It didn't, because it would have a lot of air emissions, a lot of CO2 emissions.  We formulated that in the earlier stages, and the government chose not to follow that route, but chose to follow the route of nuclear for base load.

MR. SHEPHERD:  Your evidence yesterday said that -- it says, and you said it a number of places, that your first mandate is to maximize -- is to implement maximum feasible cost-effective conservation; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  That's step 1.  That isn't actually what the directive says, but that is how you interpreted it?

MR. SHALABY:  That's the directive, plus the planning criteria.  When you find something that's short lead time, flexible, acceptable to the community, lower cost, you take the most you can out of it.  So this is common planning criteria, common sense.  All direction is to maximize conservation.

MR. SHEPHERD:  And your second stage of the mandate is to identify and implement maximum feasible cost-effective renewables; right?

MR. SHALABY:  Right.

MR. SHEPHERD:  In the context of this particular plan, the definition of what's feasible is entirely within your mandate; right?

The government isn't saying, This is how you assess feasibility.  You decide that.  You're the expert.

MR. SHALABY:  It's our judgment.

MR. SHEPHERD:  Okay.  And whether an emerging technology is currently feasible, for example, or would be feasible during the planning period, that is left to your expert judgment --

MR. SHALABY:  Yes.

MR. SHEPHERD:  -- both as to how you assess it and what the final assessment is; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  Okay.  The government also hasn't told you what cost-effective means, has it?

MR. SHALABY:  No.  The government did not.

MR. SHEPHERD:  That's your judgment?

MR. SHALABY:  This is the methodologies that we are explaining here.  

MR. SHEPHERD:  No, I understand.

MR. SHALABY:  This is our proposal.

MR. SHEPHERD:  So, for example, the decision whether to monetize environmental externalities, you could interpret cost-effective to include a dollar value for externalities; right?

MR. SHALABY:  We could.

MR. SHEPHERD:  That's within your professional judgment?

MR. SHALABY:  We could.

MR. SHEPHERD:  And the judgment not to do that, that's something that is reflective of your vision of the future, isn't it?

MR. SHALABY:  We gave the reasons why we didn't do that.  It's not to do with the vision of the future, but it is to do with the practicality of doing so, the inconsistency with other jurisdictions, the distortions with other energy sources.  There are very well-known reasons for not including monetization of externalities, and we gave those.

MR. SHEPHERD:  If you did -- if you had made that choice to monetize externalities, one of the impacts would be -- would likely be a plan that had more conservation and renewables; right?

MR. SHALABY:  No.

MR. SHEPHERD:  No, you don't think so?

MR. SHALABY:  No.

MR. SHEPHERD:  What do you think the result would be?

MR. SHALABY:  What would be?

MR. SHEPHERD:  What would the result be in terms of the composition of your plan?

MR. SHALABY:  It depends on how you monetize externalities and how it ripples through the rest of the system, but, again, I come back to conservation.

Conservation is not diminished by cost considerations.  It is limited only by our assessment of the capability to deliver -- at this time, our assessment of the capability to deliver any more than the target at this time.  Beyond the target is cost-effective.  We say that.  We know that.  

We just -- we don't have enough confidence we can bring it home at this time.

MR. SHEPHERD:  Still dealing with the term -- I'm trying to get to how you interpret the term "cost-effective".

Still dealing with that, the assumptions that you use about changes to costs over time, over the planning period, which we're going to get to in more detail in a second, but at a high level, those assumptions, how you make those assumptions and what assumptions you make, those are your call.  The government hasn't told you how do that; right?

MR. SHALABY:  Correct.

MR. SHEPHERD:  Okay.  Ontario Reg. 424/04 requires you to develop innovative strategies with respect to conservation, energy efficiency, et cetera, et cetera.

But it is left up to you to determine what those innovative strategies are.  Again, the government hasn't told you; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  How aggressive you should be and whether your vision should be of more conservation or less, that's up to you?

MR. SHALABY:  There's a large degree of independence in that regard, yes.

MR. SHEPHERD:  Okay.  Similarly, Ontario Regulation 424/04 requires you to ensure that environmental sustainability is considered in the plan, but, again, how you do that is up to you; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  So you have taken a qualitative approach, right, to environmental --

MR. SHALABY:  We have taken the approach that we describe here.

MR. SHEPHERD:  This is a non-quantitative approach?

MR. SHALABY:  Non-quantitative, yes.

MR. SHEPHERD:  You could have used a numerical weighting of some sort, monetization or rankings, et cetera, but you didn't?

MR. SHALABY:  We didn't.

MR. SHEPHERD:  That was your choice.  It was not the government's choice?

MR. SHALABY:  Yes.  

MR. SHEPHERD:  I take it that with respect to all of these things that you have agreed are within your discretion, that part of this Board's role, in your mind, is to determine whether they agree with those judgments you made, whether those -- how you exercise that discretion was appropriate; right?

MR. SHALABY:  If that is the Board's view of the approval of the methodologies in the plan, then that's correct, yes.

MR. SHEPHERD:  I am asking you a different question.  Are you asking the Board to tell you, yes, these judgments are right, or not?

MR. SHALABY:  We said enough about what we're asking the Board to do, and I don't want to go any more to contradict that or add to that.

MR. SHEPHERD:  This question hasn't been asked, so I think I can legitimately ask it.

MR. SHALABY:  What is it?

MR. SHEPHERD:  The question is:  You identified a number of things in the last ten minutes that are -- that you agree are within your discretion within the directive.

I am asking:  Are you asking the Board to tell you, yes, you made those judgments correctly?

MR. SHALABY:  The Board has economic prudence as one of the criteria that they will examine, and many of the things that you mentioned fall in the category of economic prudence and evaluation of cost-effectiveness.  So certainly it is within the Board's mandate to -- and purview to do so.

MR. SHEPHERD:  Here's where I'm going with this, Mr. Shalaby, and this is really -- some of us were talking the other day.  This is really the elephant in the room in this whole discussion this week, is do you perceive that this Board could say, Look it, we think your plan should have a more aggressive vision.  We think you should be more forward thinking and try to cause more change, and we're unhappy that it is so cautious.

Is that something that you are asking the Board to look at?  Is that something that you are expecting from the Board in this proceeding?

MR. SHALABY:  The criterion of -- the category of prudence, economic prudence, includes in it what you are talking about.

So if the Board wishes to make observations in that regard, absolutely, we will hear them.

MR. SHEPHERD:  All right.

Would you agree that if part of your vision were environmental leadership, that you would be more likely to ascribe a dollar value to tonnes of CO2, for example, that that -- those two would be consistent?  The more you want to take an approach of environmental leadership, the more likely you are to say tonnes of CO2 are worth X dollars; is that right?  

MR. SHALABY:  Describing the tonnes of CO2 that result from different options, we placed dollar value on them, in some scenarios.  We say, if it were $15 a tonne, the costs of the mitigation for it would be this much or that much.  

I don't know whether it takes you into environmental leadership, if avoiding CO2 emissions is environmental leadership. 

MR. SHEPHERD:  That's not the question I am asking, though.  You are right, that you do treat that sort of thing as an exogenous factor.  The rules out there could be such that we have to pay for CO2.  

MR. SHALABY:  Yes. 

MR. SHEPHERD:  So therefore we have to treat that as a cost because, guess what, we have to write a cheque. 

MR. SHALABY:  Right. 

MR. SHEPHERD:  Assuming those rules don't kick in, then you are not saying, yes, but CO2 has a value anyway and we have to consider that in the plan; right?  

MR. SHALABY:  We do not put a monetary value on the residual CO2. 

MR. SHEPHERD:  You will agree that the more you want to show environmental leadership, the more you are likely to do things like monetize externalities, is that true?  

MR. SHALABY:  No.  I don't accept that monetization is equivalent to environmental leadership.  

MR. SHEPHERD:  Okay.  

MR. SHALABY:  It's one of the things in a tool kit, but the distortion it creates with other energy forms, the distortion it creates in a jurisdiction that is interconnected to other jurisdictions, may do more harm than good. 

If we place -- as an example, if we place a high monetary value on CO2, we may shut down our natural gas plants only to import coal-fired generation from elsewhere.  So if that's not done consistently, on a continent-wide basis, if it's not done consistently with other energy sources, it could create more damage than good.  

So I am not equating what you're talking about with consistent policies.  It has to be done on a broader level, on a national level or even international level.  

MR. SHEPHERD:  When you are developing what the regulation, I guess, calls innovative strategies, that's influenced by how aggressively you want to achieve new technologies, for example, or more conservation; right?  

MR. SHALABY:  One second.  

[Witness panel confers]  

MR. SHALABY:  Can you ask the question again, please?  

MR. SHEPHERD:  Well, let me put it a different way.  When you make a decision to have, what is it, a $7 million new technologies fund?  

MR. SHALABY:  About that, yes.  

MR. SHEPHERD:  As opposed to a $70 million new technologies fund, for example, that is reflective of your vision; right?  

MR. SHALABY:  Reflective of the value added we can bring to that, to the mandate of moving technology along, yes. 

MR. SHEPHERD:  Well, it's reflective of your judgment of how much you think you should do; right?  

MR. SHALABY:  We think it is an appropriate level for the mandate that we're given in energy technologies and conservation technologies.  

MR. SHEPHERD:  You would agree that the directive wouldn't prevent you from making it bigger?  

MR. SHALABY:  It wouldn't prevent us, no.  

MR. SHEPHERD:  All right.  While that particular budget isn't obviously on the issues list here, the appropriateness of a plan that values new -- proactive new technology actions at that level, is on the agenda here; right?  

MR. SHALABY:  The effectiveness of new technology?  

MR. SHEPHERD:  The appropriateness of a plan that, in which the role for new technologies is characterized by a relatively small fund as opposed to a relatively large fund is an issue; right?  

MR. VEGH:  Perhaps Mr. Shepherd can identify where on the issues list he actually finds this issue. 

MR. SHEPHERD:  I don't have a specific issue and that's why I am asking the question. 

MR. VEGH:  Oh, well, you made a reference to the issues.  I thought you were referring to the issues list, sorry.  

MR. SHALABY:  The question of relying on technology, encouraging technology, embracing new technology is not synonymous with how much you spend on a technology fund one to one.  

MR. SHEPHERD:  No, understood. 

MR. SHALABY:  Technology is being developed by universities, by multi-national companies, by centres of excellence, by ministries of innovation and technology.  We are only one player in the technology innovation and that's not our primary job.  

Our funds have a specific objective of informing the technology development in ways that are consistent with the plans for Ontario and the conservation ambitions of Ontario. 

MR. SHEPHERD:  Well, and that is exactly what I am driving at. 

MR. SHALABY:  Right. 

MR. SHEPHERD:  So your approach to new technologies is somebody out there is going to do it and we can help a little bit by telling people what's going on and stuff like that, but it's not our job to be proactive in promoting it; is that right? 

MR. SHALABY:  We are proactive.  It is our job to be proactive in promoting it. 

MR. SHEPHERD:  You have to make a judgment as to how actively you do that; right?  

MR. SHALABY:  Yes.  

MR. SHEPHERD:  And this Board can look and say, Well, you know what, if you were more proactive, then that would change your plan.  

MR. SHALABY:  It certainly can.  

MR. SHEPHERD:  Thank you.  

Let me turn to another area and that is your planning criteria.  Now, you talked at some length about your planning criteria, and so I don't actually have as much as I originally had on this.  

I guess I want to deal with it at two levels.  First, you talked over the last couple of days about the sustainability test.  And that's like a meta-criterion, right, it is not one of your planning criteria.  It is the next level up.  It drove the creation of your planning criteria; right?  

MR. SHALABY:  Right. 

MR. SHEPHERD:  Okay.  

MR. SHALABY:  Requirements.  We call them requirement in the language of the book, so that's fine. 

MR. SHEPHERD:  That's where I have confusion, because the sustainability you talk about in your materials is -- you say environmental sustainability and sustainability are the same thing; right?  

MR. SHALABY:  We interpret them to be the same thing, yes.  

MR. SHEPHERD:  Okay.  But in fact, Ontario Regulation 424/04 doesn't refer to sustainability.  The requirement is actually for environmental sustainability and it defines it, doesn't it?  

So are you saying, then, that sustainability is equivalent to that definition in the regulation?  

MR. SHALABY:  The way we considered sustainability is, is described at length.  If you -- we had the discussion of whether environmental sustainability is or is not the same as sustainability.  And -- 

MR. VEGH:  Just for clarification.  Mr. Shepherd, you said that the regulation defines sustainability.  Can you point to where in the regulation --  

MR. SHEPHERD:  Yes.  

MR. VEGH: -- you got that definition?  

MR. SHEPHERD:  Just a second.  I have it here somewhere.  It's in...  Hang on a second.  Let me get it.  

Sorry.  My computer is slow today.  Or maybe it is me.  

MR. MONDROW:  Do you want the regulation?  

MR. SHEPHERD:  I've got it.  So at page 41 of A-3-1, I think.  That's the regulation, right?  It says:

"In this section, 'environment' means air, land, water, plant life and animal life including human life and 'environmental' has a corresponding meaning."  

And then above that, it says: 
"Ensure that safety, environmental protection and environmental sustainability are considered in developing the plan."  

So that environmental sustainability there refers to a specific definition; correct?  

MR. SHALABY:  That's a reference to environmental sustainability in the regulation.  

MR. SHEPHERD:  Okay.  So "environmental" there, that's the traditional view of the environment; right?  That's not the broader type of sustainability that you have talked about and you have referred to in Gibbons’ work, et cetera, is it?  

MR. SHALABY:  Whether that's a -- sustainability concept speak about environmental impacts as a natural environment.  And they say that the consideration of economics, social aspects and natural environment -- in fact, when you go to the -- to some of the more detailed references, they switch "environmental" for "ecological" to just avoid the use of "environmental" altogether -- ecological, sociological and economic.

MR. SHEPHERD:  I understand that.

MR. SHALABY:  All of that is environmental sustainability or sustainability.

MR. SHEPHERD:  I am not disagreeing with the concept of sustainability.  I think this is a broad concept, of course.

What I am asking you is:  You have equated environmental sustainability and sustainability?

MR. SHALABY:  Yes.

MR. SHEPHERD:  I am putting to you that the government has told you what environmental sustainability is.  It gave you a definition, and it's not the same as sustainability, is it?

MR. SHALABY:  I am waiting for the definition.

MR. SHEPHERD:  I just read it to you.

MR. PIETREWICZ:  I am not sure we have had a chance to read that yet.

MR. SHALABY:  You said the words, but where is the definition?

MR. SHEPHERD:  I just read it:
"Environment means air, land, water plant life and animal life, including human life, and environmental has a corresponding meaning."  

That sounds like the traditional "environmental" definition.  It doesn't sound like the broader one.

MR. SHALABY:  Yes, yes.

MR. SHEPHERD:  Right?  So you will agree that environmental --

MR. SHALABY:  Human life embraces more than -- embraces society and the community that humans live in.

MR. SHEPHERD:  Ah.  So through human life, then, you get everything else in?

MR. SHALABY:  That's the way we chose to interpret "sustainability".

MR. SHEPHERD:  Okay.

I am going through some questions that people have asked this morning.  Let me move to the six criteria.  You had a discussion on Tuesday with Mr. Crocker about how they reflect sustainability, but I guess I want to talk about how you actually apply each of those criteria.  

I know you discussed that with other people, so I want to cut to the chase on each one.  

But, first, you said yesterday -- no, on Tuesday, that the DSP used three of those criteria.  Remember the DSP?  With fondness, I hope.  You said on Tuesday that three 
of --

MR. SHALABY:  Your former co-counsel is smiling in the back, as well.

MR. SHEPHERD:  Yes.  You said three of those criteria were used in the DSP, but I couldn't find where you said which ones they were.  Which ones are they?

MR. SHALABY:  I remember environment, cost and reliability as explicit criteria back then.  But I beg that 18 years may have eroded my memory completely.

MR. SHEPHERD:  But I take it you will agree that the other criteria were also implicit in the DSP, the other --

MR. SHALABY:  They were implicit, yes.

MR. SHEPHERD:  You weren't proposing anything that wasn't feasible?

MR. SHALABY:  No.

MR. SHEPHERD:  Okay.

MR. SHALABY:  And part of the sustainability thinking is to be more explicit and to be more transparent of what you're thinking and how you are thinking.  So that's a further degree of being explicit and being transparent.

MR. SHEPHERD:  Well, I guess the question I'm asking really is:  The six criteria you are using today are not different from the six criteria or the criteria generally that you used in the DSP, are they?

MR. SHALABY:  I agreed that some of the criteria have been used before, and the way we interpret them and the way we used them may have evolved over time.  But the headings on them are similar, yes.

MR. SHEPHERD:  And the reason why you are using the same criteria is because this is the classic method of planning an electricity system, isn't it?  The point is not to reinvent the wheel?

MR. SHALABY:  There are concepts that are prescribed in standards.  We described how reliability is tightly prescribed in many, many hundreds of standards, and the way planning has to rely on that and follow that route, yes.  Some of it is classic, if "classical" is complying with standards.

MR. SHEPHERD:  So let me just briefly go through those six criteria.

Feasibility is a pass/fail test; right?  If something is feasible, it is on your list of potential resources to use.  If it's not, it is not.  Right?

MR. SHALABY:  To simplify, let's accept that.

MR. SHEPHERD:  Okay.  And --

MR. SHALABY:  The judgments -- the judgments involved in that are less black and white than that.  Can the capability be developed?

MR. SHEPHERD:  I understand that.  I am going to get to that in a second.  But in terms of whether it is a resource that you include in your plan --

MR. SHALABY:  Right.

MR. SHEPHERD:  -- it is either feasible or it isn't?

MR. SHALABY:  That's right.

MR. SHEPHERD:  Okay.  And in assessing feasibility, you are looking at the current state of a given technology; right?

MR. SHALABY:  No.  Expected state, as well.  Expectations in the mid-term, we talked about technology that we expect could be developed, and there's good reasons to think it could be developed or we have sufficient signs that it is under development and will materialize in a number of years.

MR. SHEPHERD:  Such as?

MR. SHALABY:  Such as solar energy in wider use in Ontario.

MR. SHEPHERD:  Such as solar energy in?

MR. SHALABY:  In wider use in rooftops and conservation, as an example.  It's not in wide used today.  We think it will be in wider use tomorrow.

MR. SHEPHERD:  Indeed, you are paying 42 cents a kilowatt-hour, so that is why you think it is going to be in wider use, right, because that is the current cost?

MR. SHALABY:  It's current cost, but paying alone is not enough for technology to develop.

MR. SHEPHERD:  You are not assuming that the technology is going to change, are you?

MR. SHALABY:  It will change.  It will change.

MR. SHEPHERD:  I --

MR. SHALABY:  Believe it or not, it will change.

MR. SHEPHERD:  The question is not whether we know it will change.  The question is whether your plan assumes it will change.

So, for example, if the average efficiency of a PV panel today is 5 percent, which is probably in the ballpark, you are not going to assume that it might go to 30 in the next 20 years, are you?

MR. SHALABY:  I assume it is going to 12.  We're assuming standards are going to evolve over time.  We don't know that chillers in central campuses is going to be more efficient, but we have enough confidence that it will move to that.  Our assumption is that chillers are going to be more efficient.

MR. SHEPHERD:  In fact, when you are making assumptions like that, the only assumptions you are making - correct me if I'm wrong - is that things that are currently proved in pilots or in labs will be commercialized.  You are not assuming steps beyond that, are you?

MR. SHALABY:  We consider that speculation, yes.  Steps beyond what is in the labs becoming commercialized is speculation on our side. 

MR. SHEPHERD:  So there are potentially resources that will be more feasible in the future, but you are not assuming that.

MR. SHALABY:  We have no way of including -- we're not, no.

MR. SHEPHERD:  Okay.

MR. SHALABY:  You now move to the high risk category.  I mean, we could develop a plan that says, These 5,000 megawatts will be met somehow, some way; we don't know how.  We could do that.  Some jurisdictions do that.  Just put your faith in that something will develop between now and then.

MR. SHEPHERD:  Like nuclear costs?

MR. SHALABY:  I'm sorry?

MR. SHEPHERD:  Like nuclear costs going down.  Sorry, that was uncalled for.  I withdraw the comment.

MR. SHALABY:  All right.

MR. SHEPHERD:  Do you apply feasibility to the demand side of the equation, as well?

So, for example, do you treat electric cars as not feasible because we don't have any yet?  There's no electric cars in your load forecast; right?

MR. SHALABY:  No, not explicitly.

MR. SHEPHERD:  That's because they're not a current technology?

MR. SHALABY:  Because the forecast was developed over several years and there is no explicit inclusion of electric vehicles in those.  It will be included in the future.

MR. SHEPHERD:  Okay.

MR. SHALABY:  It certainly is a product that is becoming more and more talked about, and pressures on environment, on oil, on refining, and transportation are pressing for it.  That will become more pressing on urban planning and transportation planning, and we considered that.

MR. SHEPHERD:  That could potentially have a significant impact on your plan, right, because it is generally off-peak power and it changes your load shape.  It changes your load total, et cetera.  Right?

MR. SHALABY:  It could.

MR. SHEPHERD:  Okay.

MR. SHALABY:  It could be a way of storing electricity and feeding it back in the grid.  The permutations are infinite in this regard, and they're still developing.

MR. SHEPHERD:  Similarly, things like solid state lighting are not currently considered feasible in your plan.  That could also have a significant impact if it was available for general illumination; right?

MR. SHALABY:  When we get to specific technologies, the way we consider it is lighting would be more efficient going forward.  How exactly would light going be more efficient in offices, in warehouses, in variety stores, we leave that question not totally answered.  We cannot follow every light bulb in the province and say what light technology will be there.

We know that lighting will be more efficient going forward, and we assume that.  Now, we could assume a more aggressive lumen per square foot improvement.  We assumed some improvement.  The panel on energy efficiency can expand on that.

MR. SHEPHERD:  I understand.

MR. SHALABY:  In this regard, you could -- you could assume higher efficiency sooner, and so on.  You could do that.

MR. SHEPHERD:  Okay.  The next planning criteria is reliability.  That's also pass/fail; right?  Either it is reliable or it's not.  

MR. SHALABY:  That's right.  

MR. SHEPHERD:  Okay.  Now reliability, in your concept, is not dispatchability, it is not load following; right?  It is whether -- 

MR. SHALABY:  It is adequacy and security.  

MR. SHEPHERD:  Okay.  

MR. SHALABY:  The ability to meet load throughout the period includes what is termed ancillary services.  It includes dispatchability, reserves, it's -- delivering electricity and generating electricity and securing the supply at all of the times are all evolving together. 

MR. SHEPHERD:  It's interesting you say that, because if reliability is pass/fail, your options all have very different reliability characteristics; right?  Wind, for example, as compared to -- 

MR. SHALABY:  Yes.  And we look at reliability as a system.  This is where system evaluation is more valid and more appropriate than individual component evaluation.  We evaluate the components but we evaluate more when the orchestra gets together; do they play the piece right or not?  

MR. SHEPHERD:  So then whether resources are on your list is not is not dependent on whether it passes some sort of reliability test?  

MR. SHALABY:  The reliability on a component part is, does it perform most of the time?  Does it fail prematurely?  

There are some measures of reliability on a component part.  But the system reliability is evaluated on the system level.  

MR. SHEPHERD:  Excellent.  Okay.  

Now, flexibility is also a pass/fail test, either an option is flexible or it isn't?  

MR. SHALABY:  No.  There is a lot more judgment and a lot more room for interpretation on flexibility than the prescriptive reliability.  

MR. SHEPHERD:  Okay.  So same question about that as we talked about reliability.  

You don't put a resource on or off your list.  Or consider it as available in your plan based on flexibility.  You test the plan on the flexibility. 

MR. SHALABY:  That's correct.  The flexibility is an attribute of the plan, and to the extent the components create a flexible plan, and -- that will be the measure that we look at.  

MR. SHEPHERD:  Okay.  So we've got feasibility is a resource item; right?  It's tested at the resource level.  

MR. SHALABY:  And the plan level as well because -- I will give you the reason.  

You could get one of something.  But it would take 10,000 of them; right?  

MR. SHEPHERD:  Yes.  

MR. SHALABY:  You could get one of them next year but you could not get 10,000 in two years.  So both individual -- there is something that can work on its own.  But the infusion and wider use, the degree of availability and wider use is perhaps a system consideration. 

MR. SHEPHERD:  Okay.  Then reliability has some components that are at the resource level and some components that are at the plan level.  

MR. SHALABY:  Correct. 

MR. SHEPHERD:  Then flexibility is something you test essentially at the plan level. 

MR. SHALABY:  Yes.  

MR. SHEPHERD:  Okay.  Then on environmental performance, that's a pass/fail too; right?  

MR. SHALABY:  That's a description of the impacts of the plan operating in 20 years to serve the needs of Ontarians.  So it is a description.  It's a story -- it's a play-out of the options meeting the demands over 20 years. 

MR. SHEPHERD:  In the application of that criterion, you don't -- you don't have a metric or a measurement that says:  This is better environmentally -- this option is better environmentally than this option, do you?  

MR. SHALABY:  No. 

MR. SHEPHERD:  If something is environmentally bad, it's not on your list.  Otherwise, it is on your list?  

MR. SHALABY:  If it meets environmental protection and environmental requirements, legal requirements and environmental regulations, it is in.  

MR. SHEPHERD:  Okay.  So then all options, all resources that are legal are, for planning purposes, are treated as having the same environmental impacts; right? 

MR. SHALABY:  Not the same.  We described the different environmental impacts.  We just don't make trade-offs numerically or otherwise between them. 

MR. SHEPHERD:  You describe their differences, but you don't make any judgments. 

MR. SHALABY:  We don't make any judgments, correct. 

MR. SHEPHERD:  You don't say, This one is better, therefore we will have more of them. 

MR. SHALABY:  We did not do that. 

MR. SHEPHERD:  Okay. 

MR. SHALABY:  In fact, the reason we didn't do that is, that they now de-plan -- in performing within the focus of the constraints that you talked about, the variations are within a corridor that makes trading off and weighing not as meaningful as if you had very, very different options, as we did in the supply mix resource.  

MR. SHEPHERD:  So from the point of view of what resources are in the plan and when, environmental performance is pass/fail; right?  

MR. SHALABY:  Yes.  

MR. SHEPHERD:  Okay.  Then with respect to social acceptance, the fifth of these, I actually couldn't figure out how you applied that.  It sounded like what you were saying is, Well this Board is actually looking at that right now.  

But I take it that implicit in what you're saying is, that you looked at all of the options and you thought all of them were socially acceptable one way or another?  

MR. SHALABY:  What we said is, if we meet government's policy, then we are meeting societal expectations. 

MR. SHEPHERD:  Okay. 

MR. SHALABY:  If we do that in a transparent way, we have met societal expectations. 

MR. SHEPHERD:  So then that is pass/fail as well. 

MR. SHALABY:  It is pass/fail, if that’s what that is. 

MR. SHEPHERD:  Okay.  So the last criterion is cost.  Cost is not pass/fail, right, it is a variable?  

MR. SHALABY:  Yes.  

MR. SHEPHERD:  So at the end of the day when you are choosing your plan, you are choosing a least cost plan of the things that pass the other test?  

MR. SHALABY:  If you want to simplify it that way, yes. 

MR. SHEPHERD:  Okay.  There is no particular -- 

MR. SHALABY:  Pass the other test and complies with government regulation. 

MR. SHEPHERD:  Understood.  Understood. 

MR. SHALABY:  And direction.  

MR. SHEPHERD:  There is no particular reason why you had to use economic cost as the sole final arbiter of what's in the plan, did you?  That's not the only thing you could have used, you could have used, for example, environmental weighting.  You could have said, cost is pass/fail, economic cost is pass/fail, and environmental performance will be our variable.  True?  

MR. SHALABY:  We could have.  

MR. SHEPHERD:  But you didn't?  

MR. SHALABY:  No.  

MR. SHEPHERD:  You didn't because you think the government told you not to or because, in your professional judgment, that wasn't the best way to do it?  

MR. SHALABY:  Because it is our professional judgment that the environmental impacts of different resources are very tough to trade-off without a whole lot of consultation, acceptance and so forth.  

MR. SHEPHERD:  Okay.  Madam Chair, this is probably a very good time to break, if that's convenient. 

MS. NOWINA:  All right.  Thank you, Mr. Shepherd.  We will do that.  We will take our lunch break now and return at 1:45.  

--- Luncheon recess taken at 12:15 p.m. 


--- Upon resuming at 1:46 p.m.


MS. NOWINA:  Please be seated.


Anything come up during the lunch?  Mr. Shepherd, do you want to continue?


MR. SHEPHERD:  Thank you, Madam Chair.  Can everybody hear me from this location better than the last one, or is it the same?


MS. NOWINA:  I was hearing you fine.  Can you hear, Mr. Shepherd?


MR. SHALABY:  Yes, yes.


MR. SHEPHERD:  All right.  For the benefit of my friends, I am not going to take the full two hours that I expected.  I expect to be another 30 minutes, and I can't take credit for that.  It's Mr. Shalaby's succinct answers for shortening it.  So keep up the good work, please.


I wonder if I could just spend a few minutes talking about the cost test.


For resource selection and timing purposes, you're using LUEC as your cost test; right?


MR. SHALABY:  Not for timing purposes, but for comparing the lifetime average cost of one option, if it has different characteristics than another option.  It is one way of comparing options that have different characteristics.


MR. SHEPHERD:  So when you have a choice of two resources to fill a particular need, capacity need, you're choosing the lower cost on a LUEC basis?


MR. SHALABY:  If they have similar characteristics, yes.


MR. SHEPHERD:  All right.


MR. SHALABY:  It's a screening test.  We talked yesterday about it being a screening test, a good way of getting a handle on the costs of the option.  Other tests come in after that. 


MR. SHEPHERD:  So, for example, if you need something that is dispatchable for a particular component of your load, then you're not going to pick wind even if is it cheaper?


MR. SHALABY:  That's a good example.


MR. SHEPHERD:  Okay.  But aside from that, generally you're using the cost -- the LUEC as the test for, What do we do next?


MR. SHALABY:  Yes, yes.


MR. SHEPHERD:  For each resource, when you look at the cost, you are assuming there is no change from current costs; right?  Is that what I understood you to say the other day?


MR. SHALABY:  For practical purposes, yes, yes.


MR. SHEPHERD:  When I first heard that, I thought there must be some catch, because, as you said yourself, you fully expect that the costs for many of these options will change over the next 20 years; right?


MR. SHALABY:  Correct.


MR. SHEPHERD:  But for planning purposes, you are assuming that they don't?


MR. SHALABY:  If they're not going to change dramatically, then providing LUECs -- for example, wind that is procured in one year at a different cost than wind procured in another year, we don't expect that to change dramatically for planning purposes.


It may change in real life.  It will complicate things.  It adds a level of complexity not commensurate with the value, in our judgment.  The rate of change in the technology cost, outside of some rapidly developing technologies, is not high enough for us to -- or certainly enough for us to include in planning at this time.


MR. SHEPHERD:  You have a pretty good idea of which technologies will have lower costs, real costs in the future relative to today; right?


MR. SHALABY:  Net lower costs?


MR. SHEPHERD:  Lower real costs.


MR. SHALABY:  Based on the assumptions that we have now, given the uncertainty in the assumptions.  Rankings switch and --


MR. SHEPHERD:  Sorry, I haven't made my question clear.  I apologize.


You have a good idea today.  You haven't planned on this basis, but you have a good idea today of what technologies are likely to go down in value as opposed to up -- or down in cost relative to up in cost; right?


MR. SHALABY:  Well, it's tough to say, really.  I mean, outside of knowing that the ones that are very high cost are going to benefit more from research and development and commercialization, such as solar technologies.


MR. SHEPHERD:  Well, in fact --


MR. SHALABY:  Outside of that, we don't know very much.


MR. SHEPHERD:  As a general rule, technologies decline in cost as they gain wider commercial acceptance; right?


MR. SHALABY:  Right.


MR. SHEPHERD:  And so you get economies scale.  You get improved manufacturing processes, lower margins, et cetera, because there is lower risk; right?


MR. SHALABY:  Yes.


MR. SHEPHERD:  So those things are things that are more likely to be characteristics of renewable technologies than they are of conventional technologies like nuclear; right?


MR. SHALABY:  Not necessarily.  Conventional technologies have benefitted from commercialization and wider scale; example, gas turbines.  Combined cycle turbines used to be more expensive and much less reliable and more environmentally emitting, so they benefit tremendously from commercialization technology development over the years.


MR. SHEPHERD:  The key to that is the past tense; right?  They have benefitted, but you don't anticipate that gas turbine costs are going to go down dramatically in the same way that solar, for example, does?


MR. SHALABY:  That's correct.


MR. SHEPHERD:  So while -- for example, you have a LUEC for wind of about 11 cents; right?


MR. SHALABY:  That's about right, yes.


MR. SHEPHERD:  And --


MR. SHALABY:  We have different clusters.  I mean, we have details below that, but that's a figure of merit that captures the procurement cost of wind and the standard offer.


MR. SHEPHERD:  You are anticipating that over the course of the 20-year plan, wind isn't going to cost 11 cents anymore;  right?  It is going to cost less, new wind?


MR. SHALABY:  It could.  It could cost more.  It could cost less.  I mean, we're not explicit.  I don't know where that -- we have a ranking of the wind sites, depending on the wind regime and the distance from load, and that ranking was probably robust, but the whole family can go up and down with the cost of wind turbines.


MR. PIETREWICZ:  To provide a specific example, in case it is of use, we show ranges of wind costs in 

Exhibit D-5-1, page 29, table 17.  And there is a range, as Mr. Shalaby pointed out, somewhere in the 11-cent range, somewhere in the 8-cent range.


MR. SHEPHERD:  Well, that's true.  But it is true, as well, isn't it, that all of those costs assume the same capital costs --


MR. SHALABY:  Yes.


MR. SHEPHERD:  -- to build -- to procure wind turbines and balance the system; right?


MR. SHALABY:  Yes.


MR. SHEPHERD:  So the differentials are about location, you know, wind resources, et cetera.  The differentials are not about the cost of the technology?


MR. SHALABY:  That's correct, yes.


MR. SHEPHERD:  And you do expect that the cost of that technology will go down over the next 20 years; right?


MR. SHALABY:  Not significantly.  We haven't made that assumption.


MR. SHEPHERD:  No.


MR. SHALABY:  It may happen, but we haven't made that assumption.


MR. SHEPHERD:  I understand the plan doesn't assume that.  I am asking -- I thought you said the other day that you anticipate that that will in fact be the case.


MR. SHALABY:  In the longer term, because it has gone up in the short term.  In the short term, there is upward pressure on gear boxes and certain parts and currency fluctuations.  Wind turbines are more expensive today than they were three years ago.


MR. SHEPHERD:  There's a supply crunch; right?


MR. SHALABY:  I don't understand it all, but that could ease and could come down again.  In the longer term, the benefit of technology and commercialization should work to make the technology -- prices more competitive, yes.


MR. SHEPHERD:  But your plan doesn't assume that.  In fact, it assumes that that won't happen; right?


MR. SHALABY:  It assumes a flat cost or constant real cost, yes.


MR. SHEPHERD:  Okay.  So this is the part that I didn't understand, and I guess I am trying to figure out the best way to put this to you.


You have to assume something about the future costs of the technology; right?


MR. SHALABY:  Yes.


MR. SHEPHERD:  If you believe that it's going to go down, why would you assume that it won't go down?


MR. SHALABY:  I don't believe it's going to go down so dramatically as to try to determine whether it is 11 or 10 or 9 or 12, or 13.  It could go up a little bit; it could go down a little bit.  We don't have specific cost projections as to what level it will go down to, not enough to make a difference in the planning at this stage.


MR. SHEPHERD:  So you have modelled, then, your choices using different assumptions, using the range of potential cost assumptions, to see whether it would in fact change your plan?


MR. SHALABY:  In some cases, we have.


MR. SHEPHERD:  Okay.  Is that in the evidence somewhere where you have shown us what you've done?


MR. SHALABY:  We've done -- yes, it is.  In the cost of gas, in costs of capital, cost of nuclear, we made assumptions about differences in costs.


MR. SHEPHERD:  I was asking --


MR. SHALABY:  For wind, for wind, I don't recall making different assumptions about capital costs of wind.


MR. PIETREWICZ:  Although I could suggest --


MR. SHALABY:  There is --


MR. PIETREWICZ:  In Exhibit D-5-1, towards the end of it, we do discuss the relative cost merits of wind versus gas, and we do illustrate a sensitivity which could be tantamount to a reduced wind cost, and the sensitivity specifically involves increasing the gas cost, the capital cost of the gas.  So that's one instance in which we take a look at increasing relative cost merit of wind relative to, say, something like gas.

MR. SHEPHERD:  So, okay.  So you compared gas and wind and you said, well, if gas is more, then --

MR. SHALABY:  We will turn it up.

MR. SHEPHERD:  Okay.

MR. PIETREWICZ:  I'm sorry, I believe I have misspoken.  What I was referring to was page 38 of
Exhibit D-5-1 and, in fact, it wasn't gas versus wind we were comparing in that table.  It was water versus wind.  And we looked at an increase in relative cost of wind to water.  Sorry.

MR. SHEPHERD:  An increase in cost of wind relative to water?  Or gas relative to water?

MR. PIETREWICZ:  Sorry.  Increasing cost of water relative to wind.  So that's to say that wind becomes more cost-effective in this particular sensitivity.

MR. SHEPHERD:  All right.  You haven't done the sort of chart that we saw the other day, I don't remember what the exhibit number was, but we saw a chart the other day detailing various LUECs for nuclear depending on your assumptions as to costs; right?

You haven't done similar sensitivities for any -- for any of the renewable technologies?

MR. SHALABY:  They will be -- we haven't done that in detail, to my recollection, but they will be more or less proportional to the decrease of capital cost, because wind in particular is almost entirely capital cost and small amount of operating cost.  So it will be more or less proportional to the assumption of capital cost.

MR. SHEPHERD:  The same would be true of solar; right?

MR. SHALABY:  Same would true of solar, yes.

MR. SHEPHERD:  Same would not be true of biomass.

MR. SHALABY:  Less so biomass.  There is an operating cost in wind, by the way, it’s two cents a kilowatt-hour operating cost that will be a constant but less true of biomass.  When the operating cost is more of a portion, then assumption becomes less true.



MR. SHEPHERD:  All right.

MR. SHALABY:  One of the reasons that we felt that changes in technology, while it would reduce parts of the things that are part of the technology, the blades, the gear boxes, the controls, but a large amount of the costs of wind is steel, towers, it's construction, it is inverters, it is transformers, things that are less likely to be subject to technology development than some of the things that have developed over the years.

So not all of the costs associated with wind development is going to be subject to technology development to the same degree.

MR. SHEPHERD:  True.  That's less true of solar, right?  Solar you would expect to have greater reductions in costs per unit energy or cost per unit capacity.

MR. SHALABY:  Maybe less so, but even solar has a lot of inverters, has a lot of land, has a lot of structures, wiring.  I mean there are parts that are not subject to research and development as much as other parts.

MR. SHEPHERD:  More than --

MR. SHALABY:  The more expensive part is subject to research and development.

MR. SHEPHERD:  More than 95 percent of the cost of the delivered solar kilowatt-hour is the panels; right?

MR. SHALABY:  I won't argue the point.  It's a high proportion.

MR. SHEPHERD:  All right.  Now, in addition -- in addition to be a planning entity, you are also a procuring entity; right?  I take it that means that you have the ability to influence the cost of options in the future; isn't that right?

MR. SHALABY:  Not to a very large extent, but to some extent, by holding competitions, by leaving standard offers for the market to respond to.

There are ways of mobilizing competitions and mobilizing technology developers, yes.

MR. SHEPHERD:  If you went to a solar cell manufacturer, for example, and said, Look at, we’ll buy 100,000 panels from you every year for the next ten years if you give them to us for an average cost of 30 cents a kilowatt-hour, you would get somebody offering that, wouldn't you?

MR. SHALABY:  Probably, yes.

MR. SHEPHERD:  That would be a reduction in the cost of solar; right?

MR. SHALABY:  Probably, yes.

MR. SHEPHERD:  You haven't done anything like that?

MR. SHALABY:  We have not.

MR. SHEPHERD:  Similarly, if -- there is 5,000 schools in the province of Ontario, if you went to the school boards and said, We want to cover all of your schools with solar panels, that would have an effect on the cost -- you haven't done anything like that; right?

MR. SHALABY:  You would know better than I.  No, we haven't done that.

MR. SHEPHERD:  Trust me.

MR. SHALABY:  Yes.

MR. SHEPHERD:  That would have an effect on the cost of solar, right?  It might have a short-term bump, but over the long term --

MR. SHALABY:  I think the effect may be over-estimated here.  The global market for solar is bigger than the school boards and bigger than the consumption.

The standard offer in Ontario has had an impact on attracting developments towards Ontario.  But in the global scheme of things, the development of the technology is motivated by many other forces, so it has an impact but I don't know how much impact.

MR. SHEPHERD:  If there is a ready local market, it is true that there is more likely to be a local manufacturer set up to deliver to that market; is that right?

MR. SHALABY:  We haven't seen that with solar to any great extent yet.

MR. SHEPHERD:  Nobody is buying 100,000 panels a year yet, either, are they?

MR. SHALABY:  Can you say that again?


MR. SHEPHERD:  Nobody is offering to buy 100,000 panels a year; right?

MR. SHALABY:  There is 500 megawatts that are signed up for solar power in Ontario right now.  To my knowledge, the increase in manufacturing capability has not occurred in Ontario at this stage.

MR. SHEPHERD:  Yet.

MR. SHALABY:  Yet.

MR. SHEPHERD:  Do you see those sort of things, like going to a solar cell manufacturer and agreeing to buy cells for ten years -- that's just an example, but do you see things like that as being within your mandate, something you could do if you chose to?

MR. SHALABY:  No.

MR. SHEPHERD:  What part of the -- of your mandate prevents you from doing that?

MR. SHALABY:  Our mandate is to plan for electricity and to purchase electricity services, whether it is conservation or electricity generated by developers of electricity, but not to buy the products themselves and we're not -- we're not in the procurement of solar cells themselves and contracting long-term for solar cells.

At this stage, whether it is precluded by our mandate or not, we're not pursuing that at this time.  I suspect it is outside of our mandate.

MR. SHEPHERD:  Okay.

MS. NOWINA:  Can I just interrupt for a moment, gentlemen.  Earlier, Mr. Shalaby, you said there is, I believe you said 500 megawatts that are signed up for solar power in Ontario, is that what you said?


MR. SHALABY:  Yes.

MS. NOWINA:  Is that what you said, 500?

MR. SHALABY:  500; 492 if you want to be exact.

MS. NOWINA:  Thank you.

MR. SHALABY:  As of July 2008.

MS. NOWINA:  I just wanted to clarify that, thank you.

MR. SHEPHERD:  Do you currently expect electricity from PV to cost 42 cents a kilowatt-hour in 2027?  I am leaning --

MR. SHALABY:  You are looking the other way.  Go ahead.

MR. SHEPHERD:  Do you currently expect electricity from photovoltaics, solar cells, to cost 42 cents a kilowatt-hour in 2027?

MR. SHALABY:  I don't know the answer to that.

MR. SHEPHERD:  Your plan assumes that; right?

MR. SHALABY:  Yes.  The plan assumes -- the standard offer for electricity from solar cells declines in time.  It's 42 nominal, and 20 percent of it is, there is some formula for adjusting part of it and not the most of it.  So it declines in real terms.

MR. SHEPHERD:  Okay.  Yesterday, in talking with 
Mr. Poch, you said that you won't speculate that fuel cells will be less expensive than combustion turbines; right?  Do you remember that?

MR. SHALABY:  Yes.

MR. SHEPHERD:  You won't speculate that wind plus storage will be less expensive than combustion turbines; do you recall that?

MR. SHALABY:  Yes.

MR. SHEPHERD:  And so by not speculating, isn't it true you are assuming that those things won't happen, in your plan?

MR. SHALABY:  At this time, we're not -- we are assuming it will not happen.

MR. SHEPHERD:  Okay.

MR. SHALABY:  The question of storage is a complex one and we deal with it in the evidence.  Storage occurs in many forms, not necessarily in storage devices, but industrial customers can store, or to crush at another time, that's a form of storage.  Water held behind dams is a form of storage.  Trade with Quebec or Manitoba is a form of storage.  Keeping gas in the pipeline and using it tomorrow is a form of storage.

Storage is a complex and intricate parameter to think about, it's not simply batteries or hydrogen.  Hydrogen is a form of storage.  So storage is a complicated thing.

MR. SHEPHERD:  True.

MR. SHALABY:  For that reason, it is a subject that isn't to be treated in a superficial, quick way and for that reason, it's -- it needs a lot more study than wind and storage.  What form of storage?  Over what time period?  Is it in reservoirs or is it in batteries, and so on.


MR. SHEPHERD:  One of the reasons why you haven't assumed any changes in cost over time is the three-year rolling nature of the plan; right?

MR. SHALABY:  This is one of the mechanisms that can correct for static assumptions that do change, and our appreciation of them improves over time, yes.

MR. SHEPHERD:  So --

MR. SHALABY:  It's not a reason not to do it, but it's a way to compensate for assumptions that become dated and invalid.

MR. SHEPHERD:  And so -- but this is still a 20-year plan?

MR. SHALABY:  It is a plan built in 20-year context, yes.

MR. SHEPHERD:  And so you still have cost assumptions for all 20 years?

MR. SHALABY:  Yes.

MR. SHEPHERD:  But as I understand your evidence, you have flexibility to change those every three years or, indeed, more soon if something radical happens, so that you can adapt to the future as it really unfolds?

MR. SHALABY:  Yes.

MR. SHEPHERD:  Okay.  So that being the case, then, I don't understand why you wouldn't make cost assumptions that are closer to what you actually expect will happen, rather than simply taking the status quo.  If you're going to -- if they're adjustable, anyway, why not start with your best estimate as opposed to starting with today's numbers, which you know are unlikely to be correct?

MR. SHALABY:  It is today's numbers for the next several years.  Our estimate for hydroelectric developments, for example, is only an indicative number until you do site inspections and site work and development work, as an example.

If you are meaning technology like solar, is that 
what --

MR. SHEPHERD:  I am meaning all technologies.  You're making decisions about what you think the future is going to look like based on cost, and yet you're using cost numbers that are not your best estimate of what's going to actually happen in the future.  I don't understand that.

I am inviting you to explain.

MR. SHALABY:  Forecasting costs of technology is highly uncertain, to start with.  To add to it that we're forecasting costs that we expect in the medium- to long-term, and then how it develops over time implies a degree of knowledge and detail that we simply don't have.

I mean, costs already on natural gas or on wind turbines or on nuclear power are highly uncertain, to start with.  To add to it how it changes over time is a degree of detail that we feel we do not have much more information to add.

MR. SHEPHERD:  Okay.

MR. PIETREWICZ:  I would like to also add that particularly in the case of solar technology, but also with regards to other renewable technologies, we have it in the evidence, I believe it is in D-5-1, in some of the interrogatory responses, one assumptions is that on the smaller scale - that is, 10 megawatts or less - we expect a principal source of acquisition of these renewables will continue to be the renewable energy standard offer program, and this program is, of course, open for renewable proponents to commit to and to bring these projects on line.

So I don't know if our forecast of changes in solar prices -- although we to recognize in the evidence that the economics are bound to improve over time, I am not sure whether a particular assumption about declining costs over time would necessarily impact the introduction of additional amounts of solar, given that we currently already have a standard offer program.

And, from our experience, so far, of this 500 megawatts or so, it has, indeed, been in the 10 megawatts or less sort of realm of capacity.

MR. SHEPHERD:  If it turned out two years from now, let's say, that suddenly you got a whole whack of solar coming in at 42 cents, I assume that you would be thinking, Okay, we got 1,000 at that level.  Let's now reduce the price to 35 or to 30, and we can still get lots.  Isn't that right?

MR. SHALABY:  We'll review the program at that time, yes.

MR. SHEPHERD:  Exactly.  Before I leave cost, I just want to follow up on one thing you said yesterday.  You repeated it again today.  You said that the conservation you are procuring doesn't bump up against the TRC test.

MR. SHALABY:  Yes.

MR. SHEPHERD:  It's all cheaper.  It's all leaving a net TRC on the table; right?

MR. SHALABY:  Yes.

MR. SHEPHERD:  And so I guess that implies, then, that there is lots more cost-effective conservation to get?

MR. SHALABY:  Yes.

MR. SHEPHERD:  And as I understand your evidence, the reason you're not getting it or the reason you don't expect to get it in this plan is that you can't get it fast enough; is that right?

MR. SHALABY:  We're planning supply to match the amount that's in the -- in the target, the 6,300 megawatts or 5,000 megawatts or whatever the number is that you wish to take. 

MR. SHEPHERD:  Yes.

MR. SHALABY:  We're planning supply as if conservation is only going to meet the target.  We're planning to get more.  We hope to get more.  It's better to get more.  But if we don't, we better have a backup plan.  That's the only thing that turns on how much conservation is in the plan.

MR. SHEPHERD:  So then all of those supply options - the additional nuclear, the additional combined cycle and all of that stuff - those are all a backup plan?

MR. SHALABY:  If conservation at lower cost becomes more feasible and more abundant, they will be delayed and deleted, yes; not all of them, but portions of them.

MR. SHEPHERD:  Okay.

So can we find somewhere in your evidence where it says that your real plan is more conservation and you will get right up to the TRC test?

MR. SHALABY:  Yes, you can.

MR. SHEPHERD:  Where is that?

MR. SHALABY:  In the robustness section, in G-1-1, when you see scenario 3, that scenario 3 shows higher conservation and shows less supply.  That is a real plan.

MR. SHEPHERD:  Oh, okay.  See, I didn't --

MR. SHALABY:  Case 2A is a real plan, and case 1B is a real plan and case 4B is a real plan.  All of them is one plan, one plan evolving to the conditions as we meet them going forward.

MR. SHEPHERD:  Oh.

MR. PIETREWICZ:  More -- earlier in the evidence, in Exhibit B-1-1, on page 6, line 25, we state that the OPA will seek to develop and identify conservation opportunities that exceed the directive's 2010 and 2025 conservation goals.

And, further, on page 7, lines 2 through 5, we indicate that -- and I am paraphrasing here, that if additional conservation is, indeed, possible, then, quote:
"...conservation will be compared to alternative supply resources before any commitment is made."  

That is to offer you a specific example of where we address this sort of thing in the evidence.

MR. SHEPHERD:  I guess I misunderstood your evidence.  I thought that you were saying that 1A was what you expected would happen, and 3 was the sensitivity analysis.

MR. SHALABY:  We call it a reference.  A reference has value in evaluating other alternatives.  It is not what -- we don't know what will happen.  We start by saying we don't know.  We start by saying all of the parameters are uncertain.

This package of resources and options can take us along a certain avenue and a certain corridor that can be higher or lower in certain aspects, and we hope to have sufficient flexibility to take advantage of better options.  And more conservation is certainly better options.

We certainly hope to build enough flexibility to take advantage of that.  It is lower cost.  It is lower environmental impact.  It is more modularity.  It is better distributed in the province.  I mean, I can start singing the praises of conservation, but I don't think you -- you know those.

MR. SHEPHERD:  But I guess my impression was that I didn't -- I thought you didn't think that was going to happen, that more than that 6,300 megawatts was not likely to happen.  You hoped it did, but...

MR. SHALABY:  We cannot, with confidence, add the future of the electricity supply on that at this time.  That's the only thing we cannot do.  Being the cautious reliability people that we are, seeing the risks of running short, the risks of relying on options that are short lead time if you don't prepare options at a long lead time, on balance, we want to prepare some options to be ready in case that doesn't happen.  

It's a good estimate of what will happen.  It's also a good possibility that we get more.  It is a good possibility we get different in different locations. 

MR. SHEPHERD:  I take it, then, that -- that this Board, in its approval, might -- you would agree with the notion of this Board saying to you, Look, we're going to approve your plan as it is, but don't do anything that makes plan 3, the good conservation plan, more difficult to achieve.  Don't -- for example, don't commit to any resources before you come back here again that will mean you can't get all of that conservation that you have in plan 3. 

MR. SHALABY:  That is part of the constitution of the plan that we're putting forth.  That would certainly be -- 

MR. SHEPHERD:  See I didn't understand that, 
Mr. Shalaby.  I thought that once this Board said, Go ahead with the plan as is, you could commit to nuclear, for example, or combined cycle, basically right up to the reference plan, and come back in three years and say,  Well, everything's committed.  Sorry.  You could do that; right?  

MR. SHALABY:  No, we couldn't do what you're saying, no.  

MR. SHEPHERD:  Why not? 

MR. SHALABY:  We couldn't commit to nuclear.  We're not requesting approvals to procure nuclear power in this plan.  

MR. SHEPHERD:  Okay.  That's interesting because, you're...  You are requesting approval of the plan --

MR. SHALABY:  Yes. 

MR. SHEPHERD: -- including a certain mix of resources in the reference plan; right?  

MR. SHALABY:  Correct.  

MR. SHEPHERD:  And you’re requesting approval -- 

MR. SHALABY:  A mixture of resources that can play out this reference or other ways, yes. 

MR. SHEPHERD:  You are requesting approval of the procurement processes that would include all of the resources in that plan. 

MR. SHALABY:  No.  Only three projects.  Two gas plants and the continuation of the Lennox contract.  That's all we're asking for.  

MR. SHEPHERD:  So then do I understand correctly that you can't procure anything else -- 

MR. SHALABY:  Not under the authority of the decision that the Board will grant, no.  

MR. SHEPHERD:  Oh.  That's good.  

MR. SHALABY:  You could have started there, Mr. Shepherd. 

MR. SHEPHERD:  Well, I don't think I'm the only one in the room who is surprised by that.  Sorry.  

MR. SHALABY:  Well...

MR. SHEPHERD:  All right.  Let me ask you one other thing and that is, you know this is not the first time we have sat across the room and talked about these things, as you will recall, although I think you were on avoided costs then, weren't you?  Wasn't that your panel -- 

MR. SHALABY:  I am trying to forget very hard.  I am reminded, yes. 

MR. SHEPHERD:  That was a seven-day cross-examination, I should tell you.  

The Demand/Supply Plan was a similar exercise, a long-term plan, and I guess one of the things that I would certainly find useful is if you could, briefly, elucidate or articulate the key differences between how you develop this plan as opposed to the DSP.  You’re intimately familiar with both.  How is this one different?  How did you approach it differently?  

MR. SHALABY:  I can -- whether I can do that briefly, but...

One of the differences is that this is being prepared by an entity that is independent -- it's not a utility.  We're not a utility.  We don't own, or operator or develop projects.  That's one key difference.  

The other key difference is that this plan has regular updates and review every three years.  

So we come in with a snapshot of what we see, and things that we know are changing, we will update in three years.  That was not a feature of the demand/supply plan at the time.  

The third major difference, that this is guided by a very specific set of directives from the government.  The Demand/Supply Plan did not get the same extent of directives as we have at this time.  

MR. SHEPHERD:  Okay.  So I guess the one thing I would ask about that, then, is, in terms of the planning criteria and what criteria you used and how you used it, is there a substantial difference today as opposed to 20 years ago?  

MR. SHALABY:  I indicated that we put a lot more weight on flexibility, a lot more weight on respect for uncertainty.  We know that we don't know what the future will be like a lot more now than we perhaps did in the past.  

MR. SHEPHERD:  Wonderful.  Thank you very much.  Those are my questions.  

MS. NOWINA:  Thank you, Mr. Shepherd.  Mr. Buonaguro, are you going to go next? 

MR. BUONAGURO:  Thank you, Madam Chair.

Cross-examination by Mr. Buonaguro:


MR. BUONAGURO:  Thank you, Madam Chair.  Good afternoon, panel.  I am Michael Buonaguro. I am counsel for the Vulnerable Energy Consumers' Coalition.  

For those who are following the schedule, I was originally scheduled just before Mr. Shepherd and he kindly moved ahead of me because I was sick yesterday and I was trying to avoid coming yesterday and we kept it that way, because today, even though we're both here -- because generally speaking, if he goes before me, my cross gets shorter.  But if I go before him, for some reason, his cross gets longer.  So we thought we would keep it that way.  That's mostly a joke.  

Second, I have no questions for you about the DSP.  I was in high school.  That's not a joke.   

MR. SHALABY:  Any more questions on DSP will be done in the bar downstairs, okay.  

MR. BUONAGURO:  And third, I am going to start off with, actually, a procurement question.  I think it was the second-last bit of questioning when you told Mr. Shepherd he could have started there, in terms of what you can and can't do, in terms of authorization under the IPSP.  

He said not everybody was -- other people were surprised by your answer.  I – actually, the first part of my questioning has to do with what you can or can't do under authorization you get from the IPSP, and perhaps I can start most easily by asking our AV person to turn up a particular interrogatory response.  This is Exhibit I, tab 38, schedule 5.  

If the AV person is using the same thing I am using that is page 4509 of the interrogatory responses.  You can just type that in the top corner.  Okay.  That's it.  

We were trying to get to is something along the lines of the answer you gave Mr. Shepherd and I just want to confirm I understood it correctly.  In this interrogatory we asked:  
"Please confirm that the IPSP authorized procurements in the current IPSP are the three gas-fired projects," 
and then we list them by name.  And then, 
"If not, please indicate what other projects the OPA considers the plan will authorize." 
And the answer to that question was, in accordance with the exhibit:  
"The gas-fired generation facilities to be procured resulting from authorization of the IPSP..." 
Sorry, I am reading from my computer, that's why you had the scroll there.  
"In accordance with Exhibit B-1-1, page 24, the gas-fired generation facilities to be procured resulting from authorization of the IPSP are northern York region, Kitchener-Waterloo, southwest GTA, GTA and Lennox."  

So when you answered or when the company answered the question, they didn't start from this, what we had termed IPS authorized procurements.  They focussed on gas-fired generation facilities that we actually referred to in the question.  So we had a follow-up question in the IR that said, part C: 
"Assuming the IPSP is approved as filed, are the IPSP authorized procurements," which you seem to have said are just these three -- just the gas-fired generation facilities, "only those resources that the OPA can acquire through OEB-approved procurement process or can the procurement process be used to acquire other resources consistent with the plan?" 

The answer we got at C, says, The procurement process applies to the procurement of resources specified in section 25 of the Electricity Act, and not otherwise authorized by government directive.  I am paraphrasing a little bit.  The procurement of these types of resources will be done in accordance with the IPSP both in terms of the priorities identified in the IPSP and in accordance with the procurement process describing the IPSP. 

Which left us in sort of hesitant mode, because on the one hand, it seemed like there were only three or only these few gas-fired facilities that you are asking for specific approval for, which, if the IPSP is approved by the Board, you can then use your procurement process to obtain.  But the answer to C seemed to suggest that once you have the procurement process approved by the Board, anything you have mentioned in the plan could then be procured using the procurement process as long as it was part of the plan when the Board approved the plan.  

So maybe I can ask -- I have a couple of specific examples where I want to ask you, is this something that you can go out and procure now that the Board has approved the plan, or is it not?  

What I can do is refer you to Exhibit B, tab 1, schedule 1.  Page 31.  This is the table that summarizes the IPSP.  Table 5.  It’s the second page.  

So we have here -- it is page 31 of the PDF.

So we have here, it mentions specifically the gas-fired generation facilities that you have talked about and said, We have put these projects in the IPSP.  We want specific approval from the OEB for these projects -- from the OEB.

Once we have specific approval for these projects, then we're going to use the approved procurement process to get those projects.


MR. SHALABY:  Yes.

MR. BUONAGURO:  I think everybody understands that.  It is this next part that I think we're fuzzy on and what Mr. Shepherd was at least a few minutes ago -- up until a few minutes ago, was fuzzy on.  If you look, for example, under the natural gas section, and in column 4, "Implementation Priority", there are a couple of things mentioned in there.  It mentions:
"Current facilities that operate as base load may be converted to meet intermediate and peaking needs."

Then later on, it says:
"An additional 400 to 650 megawatts of proxy gas may be required around 2017."

I guess the cautious intervenor counsel that I am suggests that, from the answer I got in the interrogatory, it seems that those are procurement -- or at least types of procurements that are in the IPSP that you are asking the Board to approve, and it seems -- your answer to the interrogatory seems to suggest that if the Board approves a plan which includes 400 to 650 megawatts of proxy gas up to 2017, and the Board approves a plan that -- the procurement process in the plan, it suggests you can actually go out and procure proxy gas facilities from a range of 400 to 650 megawatts, for example, without ever having to have to come back to the Board and provide or ask for specific approvals like you did for the other gas-fired generation that we all agree you are asking specific approval for.

I just want to confirm, are we completely wrong in that?

MR. SHALABY:  You are.

MR. BUONAGURO:  We are?

MR. SHALABY:  You are.  If I may, just to make the point fairly clear, if you go to page 30 -- or maybe we will stop here, but on the nuclear base load, there is 10,249 of nuclear capability required and no procurement plan.  So, yes, there is 10,000 megawatts of nuclear mentioned here.  

So you're concerned, if these pages get approved, we have authority to purchase 10,000 nuclear megawatts?  That's not the case.

MR. BUONAGURO:  Okay.  So if we were going to make a big list or two lists of things that you can go out and get because the Board approves the IPSP, as applied for --

MR. SHALABY:  Right.

MR. BUONAGURO:  -- there are only three things on the list?

MR. SHALABY:  Yes.

MR. BUONAGURO:  There's a big list of things that the IPSP has planned around, including 10,000 megawatts of nuclear and conversions of some facilities to intermediate load and proxy gas.  Those are a big-list things the Board can approve as part of the plan, but if you actually decide, yes, got to go get them now, you have to come forward -- you have to come back to the Board?

MR. SHALABY:  We will come back for additional approvals if we -- we will proceed on the authority of the Board.  Some of those things are being pursued under other authorities, directive authority.

MR. BUONAGURO:  Right.

MR. SHALABY:  Or the government is directly -- pursuing them on their own.

MR. BUONAGURO:  Right.  But from the perspective of the Board, this Board approving the plan, it's only those three things they're approving, and everything else is either going to be approved in a subsequent hearing before the Board, or because of the minister issues a directive in whatever way they can?

MR. SHALABY:  Yes.

MR. BUONAGURO:  Okay.

MR. SHALABY:  Yes.

MR. BUONAGURO:  I think I've got that clear.  I will just follow up a little bit, though, on the conservation side.

MR. SHALABY:  I think we'll have very poor attendance in the coming weeks, people having established this.  Everybody go home.

MR. BUONAGURO:  I won't take that personally.  At B-1-1-9 --

MR. SHALABY:  B, what?

MR. BUONAGURO:  B-1-1-9, which is page 9 of the PDF.  The PDF references work well if you happen to be using the exact same PDFs that the AV person is using.

MR. SHALABY:  Exhibit B-1-1, page 9?

MR. BUONAGURO:  Yes.

MR. BUONAGURO:  This is a list of all of the conservation programs that are described, to some degree or another, in the IPSP.

Now, I understand - it is right on this page - that you are not asking for approval from this Board for any of these programs, because these programs are being run under directives, existing directives?

MR. SHALABY:  Correct.

MR. BUONAGURO:  Right.  But I also understand that the procurement process that's being approved would, in the future, be used to procure conservation resources once you get to the point where you are no longer operating under conservation directives; is that correct?

MR. SHALABY:  That is the intent, yes.

MR. BUONAGURO:  Right.  So in the year - let's pick a number - 2019, you've exceeded your authority under all of the conservation directives.  You are going to have to come up with a program mix to get more conservation to meet your projected plan, right, something like that?

MR. SHALABY:  We will have come to get the authority to procure more in 2010, for example.

MR. BUONAGURO:  Okay.  So you would come up with a program portfolio, outside of the existing directives, to procure more conservation resources, and we would be looking at a chart like this that isn't related to directive?

MR. SHALABY:  Correct.

MR. BUONAGURO:  And once the Board approved that new suite of conservation programs, then you go and use the procurement process to obtain them?

MR. SHALABY:  Yes.  The exact requests and the exact form of approval, and whether it is programs or target applications or what, I can't speculate exactly the form of the approval requested.

But once we procure what we see here and we need more, we come for a recharge, yes.

MR. BUONAGURO:  Thank you.  And I guess the only caveat, it is the same caveat with the other one, with the -- I guess the actual generation resources, is that if the minister is able to issue a directive that creates new conservation directives, that could circumvent that whole process?

MR. SHALABY:  I wouldn't use the word "circumvent".

MR. BUONAGURO:  I didn't mean it pejoratively.  I just meant it in the same way that --

MR. SHALABY:  It's a different track.  It's a different way of procuring, yes.

MR. BUONAGURO:  Okay, thank you.  I would like to ask you a few questions related to the impact of gas prices on near-term actions.  Getting back to gas-fired generation, in particular, our understanding is that some of the reasons for these gas-fired generation acquisitions is to provide transmission relief?

MR. SHALABY:  For transmission?

MR. BUONAGURO:  Relief.

MR. SHALABY:  Yes.

MR. BUONAGURO:  There are transmission congestion problems which can be avoided or reduced or eliminated?

MR. SHALABY:  Exactly right, yes.

MR. PIETREWICZ:  Actually, I can add a little bit to that. These gas-fired generators are not only to provide transmission relief, they're seen as required in the first place for the Ontario system.

We decided that it could be cost-effective to, so to speak, kill two birds with one stone and locate those generators in areas where they would have the added effect of avoiding or deferring transmission needs.

MR. SHALABY:  Thank you, Andrew.

MR. BUONAGURO:  I think you are foreshadowing what I am trying to confirm here, but you are -- with respect to the transmission, then, presumably there were at least technically feasible ways to avoid or to reduce or eliminate the transmission problems, separately from doing it through gas-fired generation located in particular areas?  

The transmission problems specifically could have been addressed through transmission-type solutions?

MR. SHALABY:  Yes.  We even mention what they are in the analysis for why the two birds make sense, yes.

MR. BUONAGURO:  I understand the choice of the two birds with one stone conclusion.

There was an interrogatory - I think it is from the Council of Canadians - I-12-38.  I will just read the quote that I am relying on from that.

You were asked about natural gas prices, and part of the answer was:  
"Changes in gas prices over the next several years are not seen as impacting on the near term actions proposed by the plan."

MR. SHALABY:  Let us read it.

MR. BUONAGURO:  Sure.  That is, if he hasn't got it yet, that's page 1219 of the interrogatory PDF. 

MR. VEGH:  1238? 

MR. BUONAGURO:  1219.  It's the last paragraph of the response.


MR. SHALABY:  Yes, I read it. 

MR. BUONAGURO:  Now, based on that answer and based on what you're telling me about why you chose the gas-fired generation solution in respect to the transmission by putting them in particular areas, am I correct in assuming that the reason that changes in gas prices over the next several years are not seen as impacting on the near-term actions proposed in the plan, in part is because whatever fluctuation in gas prices that you might see over the near term, they're not going to affect the -- your analysis of the gas-fired generation, in terms of meeting transmission requirements?

MR. SHALABY:  Primarily, yes.  Essentially, the gas required in the short term is to replace coal and to meet the reliability requirements.  And those are seen to be the cost-effective and practical considerations, given the gas prices we see today, and a band around the gas prices that we see today.

Now, if gas prices were triple what we assumed, that might be a different story, but if it's $8, $9, or $10 or $7 as they are today, then the conclusions are robust.

MR. BUONAGURO:  So they could affect it but the reason you have answered they don't is because of what the actual -- your actual forecast of the experience is going to be?  Within whatever you forecasted, it's not going to be a problem, not that they simply don't apply.

MR. SHALABY:  Once the facilities are built, the impact of changes in prices is increased costs to consumers.

MR. BUONAGURO:  Okay.

MR. SHALABY:  Right?  And most of the gas fleet is either under construction with only two big parts to go and one contract to go.

So the gas story is near enough complete in Ontario.  It is mostly done with the last two or three facilities yet to go.

MR. BUONAGURO:  Okay, thank you.  I have a couple of questions about the Hydro-Quebec interconnection.  And if you look at B-1-1, pages 12 and 13, which are pages 12 and 13 of the PDF as well, so this is the -- you went through with this with Ms. Lea on the first day, which is --

MR. SHALABY:  It seems two weeks ago now.

MR. BUONAGURO: -- three days ago.  You were explaining that -– well, you can see on the table, the Quebec interconnection is included here as a renewable resource.  Is that fair?

MR. SHALABY:  The Quebec interconnection is shown as one of the ways of meeting the 2010 renewable resource goal but not the 2025 resource goal.

MR. BUONAGURO:  Right, which is my next question, because we asked an interrogatory about that and you confirmed for us that, going over the page to page 13, the Quebec intertie isn't in there.

MR. SHALABY:  Correct.

MR. BUONAGURO:  But the answer to the interrogatory - I will give you the number, it was I-38-9 - doesn't explain why it wasn't taken out.

MR. SHALABY:  It is the language of the directive that explains that.  If you read the directive, the specific -- the specification for meeting the goal of 2010 is in different language than 2025.

MR. BUONAGURO:  Are you able to summarize how it changes?

MR. SHALABY:  We can read it, but roughly it is 2010, it talks about capacity.  2025, it talks about resources in Ontario, to be used in Ontario.

MR. BUONAGURO:  Uh-huh.  So because the Quebec interconnection only transports resources from outside the province, that just doesn't qualify?

MR. SHALABY:  That's the way we chose to interpret it.

MR. PIETREWICZ:  A more specific reference to where this is treated, in some more detail, is the OPA's response to Board Staff interrogatory 13.

MR. BUONAGURO:  Okay, thank you.

MR. SHALABY:  We also went through the discussion that you can't take it out and the target is shown to be met with or without the Quebec interconnection.

At this stage, the subscription in the RESOP program is sufficient that you could meet the target looking at the numbers now.  The target is met with or without the Quebec interconnection.

MR. BUONAGURO:  After the update.

MR. SHALABY:  It is after the update.

MR. BUONAGURO:  Okay.

MR. SHALABY:  It is here for added assurance.

MR. BUONAGURO:  Okay, thank you.

Mr. Shepherd took you through the planning criteria in some detail, and I only have a couple of details to add to it that I would like to get your take on.

From that discussion, it left us wondering, in terms of the criteria of flexibility, environmental performance, and social acceptance, those three criteria, we're struggling to determine whether those three criteria had any impact on your planning.

Let me explain that.

It seemed to us that based on the directives that you had to fulfil, and then based on feasibility and cost assessment, the plan wouldn't necessarily be any different than after adding in flexibility, environmental performance, and social acceptance.

Is that a fair summary?  Or can you explain how it is that flexibility, environmental performance and social acceptance had some material impact on the planning.

MR. SHALABY:  They had material impact on how the plan is developed, the transparency of the process, the sharing of information, all of that is influenced by those criteria.

The flexibility in particular, is a criterion that influenced the development of the plan to a larger extent.

The notion of developing more options in the mid-term than you absolutely need, to have the flexibility to use the better ones, to give Ontario choices in the mid-term, is something that influenced the plan and influenced the options that we need to develop.

It doesn't influence the approvals that we're requesting here but influence the options that we want developed in the mid-term and long term, as an example.

The social acceptance, societal acceptance and environmental performance, one of them is for information.  That's the environmental performance indicators.  It's information.  It shows a decline in greenhouse gasses and other air emissions.  It shows the data that we showed here in detail, in different scenarios.

We also showed that you could weigh these factors.  We chose not to do that, but there is information that if you want to assign a factor of ten to mercury and a factor of five to water consumption and a factor of one to air emissions, you could do that.  If you want to assign some different factors you can do a different factor.  

We did use these weights in supply mix advice based on the European Commission advice at the time.  We chose not to do that at this time because the range of emissions was close for all of the options that we considered.

We are in a narrow band, narrow corridor where weighing and trading off will not be material difference in what we choose.  So for that reason, we chose just to present the information and not to go through a lot of trading off and a lot of weighting at this stage.

The societal acceptance criterion we talked about, it is well about what follows: projects; implementation, governance in Ontario; of safety; of environmental protection; of due process, for people to get projects developed in ways that are acceptable to them.  It's about openness of the process, including this review.  Those are the measures of societal acceptance and, of course, compliance with government policy.  So those four measures, four things we felt are an appropriate indication of societal acceptance of this plan.

MR. BUONAGURO:  I guess -- but still at the end of the day, having gone through the informational exercise on the environmental performance side and going through the, I guess the checklist on the societal acceptance side, the transparency and so on as you talk about, the plan -- nothing in there, in the way you approached it, nothing in there moved the plan one way or the other.


MR. SHALABY:  I mean, if government policy took in a huge amount of societal expectations of the electricity plan for the province, meeting that is a huge undertaking.  Keeping the lights on for 20 years everywhere with the government specifications is quite a task.

Maybe I am a bit sensitive to, There is nothing there.  I mean, there is a lot there.  Maybe I am overreacting to that.  But we thought long and hard.

To talk about could we say, for example, that wind is more acceptable than solar, or solar is more acceptable than nuclear, or nuclear is more acceptable than gas, to whom and on what basis?  In what community?  If you make a declaration like that, it begs more questions.  

So it depends how it is developed.  We came to the conclusion that how things are developed is a much more important question to answer than what has developed.  Many projects can be developed in ways that are acceptable to the communities, or mitigated or stopped altogether if they're not accepted.  We see that every day.

MR. BUONAGURO:  I am going to ask you questions which are in the vein of having added a little bit to my cross because of somebody who went before me.  So sorry about that.

It had to do with my friend from NorthWatch, who asked you about some of the sustainability requirements.  I just wanted to follow up on something.

The first reference -- or one of the references she gave you was C-10-1, which is in the PDF is page 2139, the C exhibit.

MR. SHALABY:  This cross-examination is never going to end if everybody refers to the previous cross-examination.  Then we'll keep going.

MR. BUONAGURO:  A lot of my cross-examination was eliminated, so I am just filling it up a little bit.

MR. SHALABY:  What page of the discussion paper?

MR. BUONAGURO:  It is page 11 of 46, I think.  She referred you to this table, which talks about the description of sustainability requirements.

Specifically, she was concerned with intragenerational equity, and the description there was "seek to prevent disproportionate burdens on particular regions, groups or industries".  She referred you to the same list of requirements with a different definition, and their concern, if I remember correctly, was:  Why are they different descriptions in two different places for the same thing?

If I can paraphrase your answer, I think you said, Well, if you look at this annotation here on the table, it comes from Gibson and that both of them are summaries of Gibson, just summarized in different ways.  That's how I understood it.  That's not exactly what you said, so I want you to maybe think about that.

MR. SHALABY:  The full description is in appendix 1 of this.  You don't have to go to any books.  Appendix 1 of this document has a fuller description.

MR. BUONAGURO:  We can put that on the computer.  It is page 2161 of the same file.  It is C-10-1, page 33.

So you have on that page intragenerational equity, and the italics illustrate the first part of -- the first, I guess, formulation of the principle that she was concerned with.  That one says:
"Ensure that sufficiency and effective choices for all are pursued in ways that reduce dangerous gaps in sufficiency and opportunity (and health, security, social recognition, political influence, et cetera) between the rich and the poor."

My understanding, from your original discussion of this point, was she shouldn't be concerned about the fact that it appeared in one form in one place and in one form in another place, because they're both summaries of the same point?

MR. SHALABY:  Yes.

MR. BUONAGURO:  Now, when I looked at the top of this appendix, it says, "Sustainability Requirements":  
"The following italicized sections are Robert Gibson's descriptions of his eight sustainability requirements and the text that follow these are an annotation of their implications."

That suggested to me that you have Gibson's point in italics, and then you have what we did with them, i.e., what the OPA did with them, in bold underneath?

MR. SHALABY:  No.  These are more descriptions out of the requirements as described in the text, I think.

MR. BUONAGURO:  So you are adding to the italics, as opposed to taking something away from them?

MR. PIETREWICZ:  Perhaps while Mr. Shalaby is finding the reference, I can -- maybe it is very simple.

In C-10-1, page 11, table 2.1, you will note that the source under that table states, "OPA adapted from Gibson."

This is kind of perhaps like a paraphrase, whereas the language found later on page 33, under the section, for example, intragenerational equity is reproduced verbatim in Exhibit B-3-1, table 1, where the source indicates specifically the page from the Gibson book.

MR. BUONAGURO:  Okay.  So can I take from that that in doing your sustainability check in any particular -- for any particular resource or with the plan, and you're talking about sustainability requirements and you're looking at, for example, issues of intragenerational equity, one of the things that you are looking to do is to, quote:
"Ensure that efficiency and effective choices for all are pursued in ways that reduce dangerous gaps in sufficiency and opportunity between the rich and the poor"?


MR. SHALABY:  This is what the -- the concept, and application of that is much more different in one application than the other.

So if you are developing the oil industry in Angola, for example, you would make that -- that would be a very important factor, to ensure that the value of development is spread across a wider range of population, and so on.  That becomes a very important factor in how you develop in places of the world that has a lot of poverty and a lot of -- lack of distribution of benefits, and so on, as an example.

In Ontario, it takes a different meaning.  In electricity planning, it takes a different meaning again.  So the context informs what this criterion or this requirement means, and we interpreted that requirement to be that electricity is going to be available to everyone in Ontario, at similar reliability and similar prices, and the opportunity to participate in the development will be somewhat similar.

And the disproportionate benefits, when they do exist, there are mechanisms to mitigate them and mechanisms to compensate and mechanisms to stop the development, if it's not acceptable.

MR. BUONAGURO:  So if I take that principle to, say, the conservation panel, and I can -- they will be able to talk about Gibson's principle and how it does or does not apply?

MR. SHALABY:  They start with the planning criteria.  As counsel indicated in his response to a question, we leave -- we leave how sustainability was considered, and the day we leave this cross-examination, everybody's working with the six planning criteria.

MR. BUONAGURO:  Okay.  So if I wanted --

MR. SHALABY:  Do all of the Gibson requirements now.  As of Monday, they're history.

MR. BUONAGURO:  I foresee a ruling in the future on that particular point.

MR. SHALABY:  You might.

MR. BUONAGURO:  Okay.  I am going to leave it for a second here.  I am going to try to think about it while I ask you something else.

I haven't been keeping track of my time.  How am I on my time, if I can ask?

MS. NOWINA:  You are at exactly 30 minutes.

MR. BUONAGURO:  Oh, oh, I shouldn't have asked.  A very quick question.

MS. NOWINA:  Mr. Buonaguro, everyone else has beaten their estimate, less than their estimate.

[Laughter]

MR. BUONAGURO:  Oh, no.  

UNKNOWN SPEAKER:  It means he's more honest.

MR. BUONAGURO:  In terms of reporting between plans, we asked an interrogatory:  What are you going to do between the approval of this plan and the filing of the next plan?  The answer was --

MR. SHALABY:  Recovering from this cross-examination.

MR. BUONAGURO:  Other than that, the answer we got was, Look at another interrogatory.  And the other interrogatory said -- was completely focussed on what you are -- when and how you are going to do the next plan.  They didn't talk about what you are doing in between, in terms of reporting to the public at large, reporting on changes to what you're doing in the mid term.

Do you have any proposals for how you are going to report on the progress of the plan or how the plan is turning out before you file?

MR. SHALABY:  Yes.

MR. BUONAGURO:  You do?

MR. SHALABY:  Yes.

MR. BUONAGURO:  How would that work?

MR. SHALABY:  The Ontario Power Authority reports on its website on a large number of contracts and projects that it is administering and the RFPs that it is conducting and the results that it is getting.  It would be doing more so as more results come in and as more contracts get administered.

There is a large amount of reporting already on our website, and there will be even more as time goes on.

MR. BUONAGURO:  Okay.

MR. SHALABY:  The front end of the time period, the first 18 months, is reported regularly on by the Ontario Independent Electricity System Operator, so they will assess the resources in the short term.  That's another way of reporting on this electricity situation in the short term.  So there are various mechanisms for getting updated.

MR. BUONAGURO:  Thank you.  Those are my questions.

MS. NOWINA:  Thank you, Mr. Buonaguro.  I think we will take our afternoon break now and we will return at 3:15.

--- Recess taken at 2:58 p.m. 

--- On resuming at 3:15 p.m.


MS. NOWINA:  Please be seated.  Mr. Mondrow, are you up next?  

MR. MONDROW:  I think I am Madam Chair, thank you.  I just want to make sure the mike is on.  I think it is.  

MS. NOWINA:  I believe so.  

MR. MONDROW:  I wanted to make sure that you have my revised handwritten time estimate, which is 15 minutes on the chart back here and I think ten minutes on your chart so I will aim to come in somewhere in the middle. 

MS. NOWINA:  7.5 minutes, Mr. Mondrow. 

MR. MONDROW:  No, in between 10 and 15, so I built in a little bit of flexibility. 

MR. SHEPHERD:  Nice try. 

MR. MONDROW:  So why don't I not waste any more time, then.  
Cross-examination by Mr. Mondrow: 

MR. MONDROW:  Good afternoon, Mr. Shalaby, Mr. Pietrewicz.  Mr. Pietrewicz, is that not bad? 

MR. PIETREWICZ:  Yes.  That's great, thank you.  

MR. MONDROW:  We said we were going to practice. I didn't hear anyone else practising. 

I wanted to start first with a follow-up on a discussion that you had, Mr. Shalaby, with -- and it is a pleasure to be speaking to you this way again -- with 
Mr. Shepherd regarding your discretions and your constraints and I want to review very quickly what I think is probably an alternative formulation to the one Mr. Shepherd put forward.  I'm not sure, I have to read the transcript and obviously consider his, but I want to walk you through a formulation for the sake of getting your view.  

I would caveat this that I am not, in describing this formulation, describing the City of Toronto's position, but I want to put it to you in anticipation that it would be an issue and I would like to understand your perspective on it.  And to the extent it strays into legal areas, obviously counsel will deal with that at another time. 

I want to start with looking at the Electricity Act, section 25.30 which you may want to open up.  That section 25.30(1) is the section that effectively, to my mind defines what the IPSP is to be about.  

It says that:

"The OPA shall develop and submit to the Board an integrated power system plan..."

and then it has got two subheadings, which seems to me confine and dictate the boundaries for the plan.  The first subheading is specifying that: 
"The plan is to be designed to assist, through effective management of electricity supply, transmission, capacity, and demand the achievement by the government of Ontario of," I stress the following two words, "its goals relating to the adequacy and reliability of electricity supply including electricity supply from alternative energy sources and renewable energy sources." 
And (2):

"Its goals, relating to demand management and," 
then there is a sub (b), the sub (b) adds: 
"It encompasses such other related matters as may be prescribed by the regulations."  

So with that, I would like to just flip to the regulations, which are -- Regulation 424/04.  Section 2 of that regulation sets out eight or so paragraphs which, it seems to me - in keeping with that provision of the legislation that we just looked at - effectively define the boundaries for your plan.  

So and you can see that in the preamble in section 2 of the regulation.  It says: 
"In developing an integrated power system plan under subsection 25.30(1)..." 
which is the subsection I just took you to in the legislation, "the OPA shall," it says, "follow directives," and we will come back to the directive in a minute "and shall do the following," and then it has eight points.
 So let me pause there for a minute.  

The proposition, it seems to me, that that structure suggests, is that these eight points plus the directive define your job in respect of developing the IPSP.  It doesn't define a minimum, it doesn't define a starting point.  It says what you are supposed to do.  You are supposed to adopt a plan to address these goals and whatever goals are in the directive; would you agree that? 

MR. SHALABY:  I agree with that. 

MR. MONDROW:  That's the bad news from the perspective of those that want you to be very proactive and very forward looking, but there is good news.  The good news is that some of these subgoals, it seems to me, can be read quite progressively. 

So for example, in sub 2, you are to:

"Identify and develop innovative strategies to accelerate the implementation of conservation, energy efficiency and demand management measures."


That seems to me to be an invitation to pursue demand management, and energy efficiency, and conservation to the full extent that you can.  Would you agree with that? 

MR. SHALABY:  I do.  

MR. MONDROW:  And similarly, in respect to renewable supply -- I believe is dealt with somewhere in here.  Sorry.  It's not.  The other innovative strategy reference is in sub 4 which is:

"...encourage and facilitate competitive market-based responses and options for meeting overall system needs."  
Then sub 5:

"Identify measures that will reduce reliance on procurement."  

Those don't deal with renewables specifically, but they certainly speak to efforts to mature the sector in Ontario and encourage response to your planning parameters.  Would you agree with that?  

MR. SHALABY:  Yes.  

MR. MONDROW:  Okay.  Of course sub 7 you talked about already and I won't go over it again, but it says
"Ensure safety, environmental protection, and environmental sustainability are considered in developing the plan."  

Mr. Shepherd took you to a definition of environment and you talked a lot about sustainability.  We will come back to that in a minute, but those concepts are, I would suggest, very forward looking and very progressive and certainly drag you forward in your planning exercise and encourage you to think very progressively.  Would you agree with that?  

MR. SHALABY:  Correct.  

MR. MONDROW:  Okay.  Then I said we would come back to the other piece, and the other piece in defining the government's goals, of course, is the directive.  You don't have to turn it up because I am not going to take you to that specifically.  But I just want to get your perspective on the relationship of the goals and the directive to the goals set out in the regulation.  In particular, I would suggest that the goals in the directive are a subset of the goals in the regulation, but don't limit the goals in the regulation.  Would you accept that formulation?  

MR. SHALABY:  I viewed it more that the directive is a more senior document and the regulation is one clause in the directive.  

MR. MONDROW:  Rather than the other way around?  

MR. SHALABY:  Well, the directive includes compliance with the regulation.  

MR. MONDROW:  All right.   

MR. SHALABY:  I don't know what turns on all of that.  

MR. MONDROW:  Was it your view, then, in considering the scope of your discretions and your requirements, that the directive limited the regulation?  So for example -- 

MR. SHALABY:  I saw it as complementary, achieve these goals considering these things.  

MR. MONDROW:  All right.  I took you to the conservation portion of the regulation in particular, and it talked about innovative strategies to accelerate implementation.  Is it your position that that goal is in any way limited by the directive?  

MR. SHALABY:  No.  

MR. MONDROW:  No, okay. 

MR. SHALABY:  There's a goal of 6,300.  Do it by being innovative and accelerate all you can. 

MR. MONDROW:  Indeed, one of your planning parameters, as I understand it, was to exceed that goal where feasible.  Whether you are going to do it in three years is a question we have been talking about, but your planning paradigm would have you attempt to exceed that goal and maximize conservation. 

MR. SHALABY:  Yes.  

MR. MONDROW:  Okay.  There is, of course, a limit on all of this strive for achievement and that is the concept of economic prudence and cost-effectiveness. 

MR. SHALABY:  Yes. 

MR. MONDROW:  You are limited by those parameters, I would assume; is that right? 

MR. SHALABY:  I wouldn't say limited.  We are guided to develop a plan that's economically prudent and cost-effective.  

MR. MONDROW:  Okay. 

MR. SHALABY:  This is one more parameter to fulfil, one more obligation to fulfil.  

MR. MONDROW:  Ultimately, this Board will determine pursuant to the legislation, whether you've succeeded in fitting your plan within those two parameters of prudence and cost-effectiveness.  

MR. SHALABY:  Yes.  

MR. MONDROW:  Okay.  Thank you.  

I am going to jump around a bit because, of course, I have taken out a lot of questions that have been asked.  I am trying not to repeat. 

Mr. Rodger earlier today was talking to you and you said something about the transmission solution development work that is reflected in the prefiled evidence in respect of supply to the City of Toronto.  

You said that there are no specific approvals being sought in respect of that development work.  Did I hear that correctly?  

MR. SHALABY:  Yes. 

MR. MONDROW:  Is there something that you are asking the Board to do or say in respect of the planning and development work that's described in the evidence around reliability to City of Toronto?  

MR. SHALABY:  It is a project that will be coming forth.  Something will come forth in the next plan, something will come forth in the next number of months and years in terms of either distributed generation in the city, or additional transmission in the city, or a combination of the two, reliability standards for supplying the city.  So this is context setting and so when the next time we come in here, the context would have been set.


But it is also an indication and a signal to the utilities, Toronto Hydro in this case, Hydro One, to start developing and getting answers to the questions that are necessary to answer, to move us forward in addressing the needs of the City of Toronto. 

MR. MONDROW:  So from this panel's perspective, it is a piece of context for your plan, rather than a request for the panel to do or say anything about it; is that correct? 

MR. SHALABY:  Yes. 

MR. MONDROW:  There's an amount of money and an expenditure associated with that.  Are you seeking or do you need to seek any approval of that expenditure?

MR. SHALABY:  We seek approval of our expenditures on this -- through our annual submission for revenue requirement in front of this Board.

MR. MONDROW:  Okay, thank you.

I would like to go to your PowerPoint from opening day, which I found very, very helpful for me.  It is Exhibit K1.1.  I would just like to flip to page 16, if I could.

I talked to you about this a minute ago.  The first two bullets on this page, which you described on opening day as setting out your planning priorities, I think - I think that's what you said, or some words to that effect - are to maximize feasible cost-effective conservation and to maximize feasible, cost-effective renewable resources.

So I gather that it is the maximization of those two types of energy or electricity service, among other things, that you are seeking this Panel's approval for in respect of your approach to planning; is that right?

MR. SHALABY:  We propose a methodology for achieving exactly that directive priority, and it is part of the plan that we submitted, and it's open for discussion and approval, yes.

MR. MONDROW:  In fact, you have been very specific over the last few days that in addition to the two specific gas-fired plants and the reliability contracts that you are seeking direct approval for, you are asking the Board to effectively approve your approach to planning as reflected in this IPSP; right?

MR. SHALABY:  It is part and parcel of, Did we present a plan that is economically prudent and cost-effective?  It's the same thing.

MR. MONDROW:  All right.  You have also said that once your procurement processes, including those related to conservation and renewables, are approved, they will live on, subject to the need to amend them in the future?

MR. SHALABY:  Yes.

MR. MONDROW:  So it seems to me that if the Board -- I would like you to comment on this proposition.  If the Board approves the planning framework of maximizing conservation and renewables and approves procurement processes under which you would do that, you would, in fact, have approval to exceed the targets in the directive, if that became feasible.  Is that not a fair conclusion?

MR. SHALABY:  Subject to us coming again at a later time requesting specific procurements to undertake.  We are not asking for any specific requirements on the conservation side, beyond the directives that we already have.

MR. MONDROW:  So you are not actually asking this Board to approve the notion of maximizing either of these two types of energy or electricity service.  You are just providing that as context?

MR. SHALABY:  We have sufficient authorities at this time to do that in the next two or three years.  We will come back in two or three years and ask for what we need at that time.

MR. MONDROW:  All right.  The second last area I would like to ask you about quickly, and I provided to the gentleman running the AV system and to you an excerpt from the City of Toronto's evidence.  

Madam Chair, this is Exhibit -- the City of Toronto's evidence is Exhibit L5.1.  Unfortunately, the version on the Board's website and the version on the OPA's website is not in the right order.  So I can't really refer to a section or an attachment or a page, but it is up on the screen.

And we're fixing that problem on the website, as I understand it, and trying to refile it in the right sequence, but this is already in the evidence.  It is not a new document.  It is one of the attachments to the City of Toronto's evidence.

I am looking at -- I provided Mr. Shalaby with a few pages, and it's the Toronto official plan, which is an attachment to the City of Toronto's evidence.

I am actually looking at page 1-2 in that official plan, which is chapter 1 of the plan.  I am looking at the sidebar that you will see on your screen, and there is a definition in here, Mr. Shalaby, of the -- from a city perspective, from a municipal perspective, of the concept of sustainability.  

I just wanted to put this definition to you and ask you whether it is out of dissonance in any material way with the concept of sustainability that you have described over the past few days and that you and your colleagues at the OPA used in producing this IPSP.

So stated in the city's official plan is the following, and, again, this is on the sidebar on the sheet.  I think it is the third sentence:
"Sustainability is based on social equity and inclusion, environmental protection, good governance and city build.  The concept of sustainability helps us to broaden our vision by considering economic, environmental and social implications together, rather than using a single perspective.  It encourages decision making that is long-range, democratic, participatory and respectful of all stakeholders."

And the question on that, Mr. Shalaby, is:  Does that description of sustainability accord with the concepts that you have been using -- describing to us and using in developing the IPSP?

MR. SHALABY:  It is consistent.  It is a bit context specific, in that they mention city building.

MR. MONDROW:  Right.

MR. SHALABY:  We are not yet in the city building business, but city building is how the City of Toronto would interpret that.

MR. MONDROW:  Okay.

MR. SHALABY:  The other concepts are applicable and consistent, yes.

MR. MONDROW:  Other than that, okay.  Just to complete the record, this passage goes on and says:
"Sustainability means focussing on long-term horizons, such as 30 years ahead..."

Or, in your case, I guess 20 years ahead:
"...instead of the next fiscal year or the next term of council."

I assume there is nothing in that second part of the definition that is inconsistent conceptually with what you have been using and describing?

MR. SHALABY:  That's correct, yes.

MR. MONDROW:  Okay, thank you very much.  One last question.

MR. SHALABY:  It goes on to talk about sustainability is not a new concept.

MR. MONDROW:  Yes, absolutely.

MR. SHALABY:  We touched on that, as well.  The desire for a new criteria, because we're considering sustainability, may not be -- it's not a new concept.  It may be articulated more in a sharper focus, but the concept is not new.  So I accept all three points.

MR. MONDROW:  Okay, thank you.  In particular, the words at the end of that first paragraph "democratic, participatory and respectful of all stakeholders"; you would agree with that inclusion in the concept of sustainability?

MR. SHALABY:  Yes.  We spoke about the openness of the process, the review of the process, the due course people have and the stakeholdering efforts that we do.  So all of that is consistent, yes.

MR. MONDROW:  Thank you.  The last question, it may actually be for another panel, but I want to make sure that that is the case.

I heard you mention, I think it was earlier today, development by the IESO of standards of service for downtown Toronto.

Will we be able to get more information on that from the transmission panel that's coming up later?

MR. SHALABY:  You would, yes.

MR. MONDROW:  Okay.  That's fine.  I will wait until then.  Thank you very much.  

Thank you, Madam Chair.

MS. NOWINA:  Thank you, Mr. Mondrow.  Mr. Faye, are you next up?

MR. FAYE:  Thank you, Madam Chair.  Is the mic on, Teresa?
Cross-examination by Mr. Faye:

MR. FAYE:  Panel, my name is Peter Faye.  I represent Lake Ontario Waterkeeper.  My questions will be almost entirely confined by your summary document from Monday, so I will be referring to slides on that, if you have that handy.

It's going to be jumping around a little bit, like my friend who just preceded me, because of the fact that I have cut out things that I was going to address and have been addressed.

I am going to start on slide 55, if you could turn that up.

MR. SHALABY:  Go ahead.

MR. FAYE:  Do you have that?  This is a slide on renewable resource potential.  The first section of this slide lists the hydroelectric potential, and I am particularly interested in the second entry in that box, "sites with policy constraints".  Could you describe the policy constraints?

MR. SHALABY:  There are three types of policy constraints, and Andrew can expand on them, but typically the northern rivers, the rivers that are in provincial parks or the sites that are in provincial parks, and the sites that are subject to agreements with First Nations.

These are generally the three types of constraints that we observe in determining what potential of hydroelectric is.

MR. PIETREWICZ:  For specific reference, one could turn to Exhibit D-5-1, pages 31 and 32, where, as 
Mr. Shalaby pointed out, the parks constraint, the northern rivers constraint - I believe it is called the northern rivers commitment - and the Moose River Basin commitment are described.

MR. FAYE:  Are these commitments and constraints documented in any form in the evidence?

MR. SHALABY:  They are.  In developing the discussion papers in the fall of 2006, I think we documented the sources that gave us those policy constraints, yes.

MR. FAYE:  So there would be something in the nature of an agreement with First Nations?

MR. SHALABY:  There are letters from the ministries, from government, indicating commitment of the government not to develop these sites without the agreement of First Nations.

MR. FAYE:  Would it be possible to have an undertaking to put that on the record if it is not already there?

MR. SHALABY:  If we have these letters in the form that can be presented, we will do so.  Yes.

MS. LEA:  I'm sorry, I didn't understand the undertaking.  Mr. Faye, did you want a list or did you want the actual letters?

MR. FAYE:  The actual documents, whether they be letters, treaty agreements, contracts, whatever context they're in.  Would it be possible to see the actual --

MR. SHALABY:  We will provide the information that we relied on to determine these constraints.

MR. FAYE:  Okay.

MS. LEA:  All right.  Documentation underlying policy constraints.

MR. SHALABY:  That we relied on.  It may be more contracts and more agreements that we don't know about or don't have access to.  We will give you what we have.

MS. LEA:  J4.3.
UNDERTAKING NO. J4.3:  TO PROVIDE DOCUMENTATION UNDERLYING POLICY CONSTRAINTS THAT THE OPA RELIED ON

MS. LEA:  Thank you.

MR. FAYE:  So following along with these constraints or commitments to First Nations bands not to develop, my understanding is that it is like a moratorium.  Would that be a fair characterization of it?

MR. SHALABY:  This is a commitment by the Crown to do certain things.

MR. FAYE:  All right.  To not do certain things? 

MR. SHALABY:  Not do certain things.

MR. PIETREWICZ:  I would add, "under certain conditions."  And again, perhaps if it helps clarify, I am reading from Exhibit D-5-1, page 31.  Line 13 through 17, as an example, the northern rivers commitment indicates that:  
"These sites are subject to the northern rivers commitment which stipulates that there will be no development greater than 25 megawatts in the basins of those rivers, namely the Albany, Attawapiskat, Winisk and Severn.  Development less than 25 megawatts can proceed if it is proposed by the local First Nations community, or communities, and/or their partners."

Further, on page 32, the Moose River basin commitment is described where it is described that:   
"Ontario committed that there would be no hydro greenfield or redevelopment projects until such time as a co-planning process is developed, agreed to and applied by the affected First Nations in Ontario."

It goes on.

MR. FAYE:  Yes.  Thank you.  I think that is a very good summary of my understanding of it as well.  I understand these agreements date back to the early '90s.

MR. SHALABY:  They do, and some of them date back even earlier than that, yes.
 

MR. FAYE:  So far, are you aware of any of these agreements being structured in such a way -- I shouldn't put it that way -- the Moose River basin commitment, for instance, says we won't go ahead and do anything above 25 megawatts until a complete planning agreement is in place with the First Nations who might be affected.  Have any of those planning agreements been put in place at this point, to your knowledge?

MR. SHALABY:  Have any of those agreements been...?

MR. FAYE:  Has the government and any of those First Nations that might be affected by developments in excess of 25 megawatts, have they come to an agreement on what would constitute acceptable development yet?

MR. SHALABY:  We know that Ontario Power Generation is in consultation on the Mattagami River developments, and some of those may be getting into the subject matter that you are mentioning.

MR. FAYE:  But for the other projects listed as constrained in the plan, as far as you know, there's no overall agreement between First Nations and the government to allow those to go ahead; is that correct?

MR. SHALABY:  Not to our knowledge.

MR. FAYE:  Okay.

MR. SHALABY:  We explored three projects that we think agreements can be reached.  We proposed three sites, one in a provincial park, two sites on the Albany River, in addition to the Mattagami developments that we think are within reach.  There are possible agreements.  They may stop.  They may not.  And we are proposing development and exploration of the opportunities.  So while these are subject to constraints at this time, we think they may be right for an agreement and we're proposing them as technically or from a system point of view are attractive to develop, if agreements can be reached.  But we are not monitoring the state of these agreements step by step at this time.

MR. FAYE:  For the rest of the projects that are listed as constrained and don't fall into those three you just mentioned, why would you be listing those in the plan?

MR. PIETREWICZ:  I am not sure we heard the question.  Was the question:  Why would we be listing those in the plan?

MR. FAYE:  Yes.

MR. PIETREWICZ:  I think, in Exhibit D-5-1, it tries to take us through some kind of illustrative and logical sequential overview of what is the grand potential of water power in Ontario and it does so by listing many sites that we're aware of.

Then the next step is to ask what fraction of these sites that are theoretically out there that are technically out there, what fraction of those sites are not subject to constraints and, therefore, that we have the opportunity to explore a little further at this time.

So I think it is presented more as information to filter out from a larger number to a smaller number.

MR. FAYE:  So for completeness' sake, so there is a total picture of the hydroelectric potential in the province and from there you winnow it down.  Is that a fair statement?

MR. SHALABY:  Yes.

MR. FAYE:  Okay.  Moving down to the next block, then.  Wind.  There, there's large sites and small sites and it strikes me that the potential approximately 12,000 megawatts seems to be an understatement of what ought to be the potential in the province.

I wonder if you could comment on that.

MR. SHALABY:  We limited the number of megawatts in these sites to those below the 50th parallel.  There is a lot more further north from there, but it is remote from transmission.

MR. FAYE:  Is that the reason why you limited it to the 50th parallel and below, a lack of transmission facilities?

MR. SHALABY:  Yes.

MR. FAYE:  But don't these hydroelectric sites we just talked about have the same deficiency?

MR. SHALABY:  Not all of them.  We looked at hydroelectric sites within a certain distance of transmission.  The ones that are farthest away are the two sites on the Albany River.

MR. FAYE:  How far would they be from - not to get into too much detail - but it strikes me that that's the exact place where there would be lots of wind, too.  So if you put hydro on the plan, why didn't you put the wind on the plan?

MR. SHALABY:  We recognize if transmission moves further north to capture the hydro, it can capture wind with it as well.  And the renewable panel can go into more detail on that.

MR. FAYE:  All right.  Well, I am happy to leave many of these questions for the renewable panel, but just as an overview, do you have an order-of-magnitude guess about the wind potential in the area north of the 50th parallel?

MR. SHALABY:  It is infinite.  It is much more than Ontario can use.  There is a lot of land, a lot of wind, and if the question is less meaningful to us to ask what is a theoretical potential of wind.  It is more meaningful to ask:  What of that can be developed close to transmission and in an economic fashion that can be brought to load.
But Ontario is blessed with a huge land mass, and a large number of sites, and there could be a very, very large numbers of developments, if you consider places remote from transmission by thousands and hundreds of kilometres.

MR. FAYE:  So if I could just summarize what you said.  If the day arrives when there is adequate transmission facilities in the north, it would be, from the OPA's point of view, a viable thing to try to develop large-scale wind farms up there?

MR. SHALABY:  Go over that again, if you could, please.

MR. FAYE:  I will make it even simpler.  If there was transmission, you could develop the wind in the James Bay basin?

MR. SHALABY:  It makes it much more feasible, yes.

MR. FAYE:  Okay.  I think just to -- I don't have a quick reference to it, but Mr. Chow, in his presentation in your summary, mentioned two 500 kV lines, I believe slide 64 and slide 65.  A 500 kV line to the Moose River basin from Sudbury in the 2016 to 2019 period, would that be a sufficient resource to develop wind resources along its length?

MR. SHALABY:  It would be, but it's proposed here to develop the hydroelectric.  The hydroelectric is more economic than the wind.  But it could be developing wind if you don't want to develop the hydroelectric, or -- it would be, yes.

MR. FAYE:  Similarly slide 65, the 500 kV circuit from Sudbury to the Albany River basin, that, after 2020, could potentially open up that area to wind generation, as well?

MR. SHALABY:  It could.

MR. FAYE:  Okay, thank you.

MR. SHALABY:  I want to complete the picture that -- the set of slides that we're looking at here, by saying that all of that collected into Sudbury travels -- has to travel further south from there on in.  So collecting it locally and regionally is one thing.  Delivering it to load centres that are mostly in the GTA area is the next step.  

So transmission from Sudbury south is an essential part of deploying renewables going forward, and that, in our judgment, is probably the most critical and the most difficult transmission to develop, Sudbury south.

MR. FAYE:  Does that apply equally well to renewable resources such as water power in the north?  You still have to get that power to the south to make it useable in your plan?

MR. SHALABY:  Yes, yes.

MR. FAYE:  Okay.  I would like to go back, now, to slide 5.

The second bullet there, "Goals set by government directive, plan reviewed by the OPA, reviewed by the OEB."

It's my understanding that the goals set out in supply mix directive resulted from advice that the government took from the OPA.  Is that a correct understanding?

MR. SHALABY:  The government considered our advice in coming up with the directive, yes.

MR. FAYE:  How close to the recommendations you made is the ultimate supply mix directive?

MR. SHALABY:  On the renewable side, it is very close.  On the nuclear, the directive had less nuclear.  On conservation, the directive had more conservation.  On natural gas, it was consistent.

MR. FAYE:  Just following along, because we've mentioned the word "nuclear", you have discussed the announcements made by the government on new build at Darlington and a commitment to maintain a certain amount of generation at the Bruce plants.

That would almost constitute the requirements of the plan, would it, the 6,300 plus Darlington and a new build at Darlington?  Is that the reason why you're not asking for any development approval on nuclear here?

MR. SHALABY:  The reason is that nuclear developments are farther out in the future.  We don't need a procurement contract to buy the electricity from it at this time.

MR. FAYE:  Maybe I will put this a different way.  Has the government's announcements pre-empted anything the OPA might have wanted to do with nuclear?

MR. SHALABY:  They are developing the nuclear on a different track.

MR. FAYE:  Okay.  What I wanted to ask you about that is we have issues on the issues list, notably issue 12, that talks about whether using nuclear for base load is cost-effective and economically prudent.

Could you comment on the fact that the government, having already said we're going to develop approximately 10,000 megawatts of nuclear power over the long -- have that over the long run, does that affect the Board's oversight on that issue?

MR. SHALABY:  I would rather leave that as a particular matter or legal matter.  I don't want to venture into that.  I don't have much to add to that, into that equation.

MR. FAYE:  Okay, that's fine.

MS. NOWINA:  Mr. Vegh.

MR. VEGH:  Just I thought it might be helpful to just state issue 12, because it is a precise issue.  It says, "Is the IPSP" -- sorry.  It picks up from issue 11.  Issue 11 says:
"What is the base-load requirement after the contribution of existing and committed projects and planned conservation and renewable supply?"

So what's the -- that component.  Then issue 12, which Mr. Faye just referred to, addresses what we've called either the discretionary or planned amount of nuclear.  It says:
"Is the IPSP's plan to use nuclear power to meet the remaining base-load requirements economically prudent and cost-effective?"

And so I don't think -- the OPA's legal position on this is addressed in interrogatory I-87.  The OPA is not requesting any amendment to the issues list.  That issue was still there for the Board to make a determination, but, in the OPA's view, the steps of the government do have an impact on what is the remaining base-load requirements of the plan.

MS. NOWINA:  Thank you.

MR. FAYE:  Should I understand that, Mr. Vegh, to mean the Board should still consider issue 12 and make comments on it if it feels compelled to?

MR. VEGH:  There's -- I think the short answer is yes, but the context is a little different.  And I don't want to sort of give evidence here, but with respect to economic prudence and cost-effectiveness, I think the OPA's view will be that information on the economic prudence and cost-effectiveness of nuclear, more useful and concrete information will come out of the RFP process.

So right now the information in front of the Board is somewhat based on models and indicative -- and will be somewhat academic, but certainly, we're not saying it is out of scope for people to address, What is the cost of nuclear?  It is just a matter of the priority of the issues now, given that the remaining base-load nuclear proposal is much further out in the plan than what the government is pursuing and that the information on costs in the application right now will prove to be outdated very soon, by reference to what the actual costs are.

So I hope that provides some clarification that Mr. Faye was looking for.

MR. FAYE:  Thank you.  Since I am running out of time, Mr. Shalaby, we're going to go to the lightening round here now.  If you could look at slide 42, I just wanted to ask you whether deep lake water cooling is considered a form of fuel switching or whether it is found somewhere else in the plan.


MR. SHALABY:  It's conservation, for sure.

MR. FAYE:  Conservation, okay.

Slide 45, you were asked about this capability building bullet, the second one on the chart, and if I made my notes right, there's no causal relationship between program and the results that should or might flow from it.

That confused me.  If there is no relationship there, how does the OEB know it is a program that is worth pursuing?

MR. SHALABY:  There is no relationship between programs and...

MR. FAYE:  Well, it says in the bullet it's difficult to demonstrate a clear causal relationship between the program and the results.  I am assuming the results of the program.

So why would you have such a program?

MR. SHALABY:  Yes.  It is a difficult task.

MR. FAYE:  I'm not sure that that answers the question.  If you have a program that you can't measure the results of, why would you have the program in the first place?

MR. SHALABY:  I am reading the bullet again and I am having a bit of -- this is about capability building, and it says:
"Development of skills and knowledge to deliver programs necessary to build innovation and market-driven services, takes a long time to develop and difficult to demonstrate clear causal relationship between programs and results."

I would rather leave that to the conservation panel.  I don't have adequate insight to offer in this regard.

MR. FAYE:  Slide 59 --

MR. SHALABY:  We develop programs that are designed to achieve results, for sure.  Whether it is difficult to demonstrate or not, if programs achieve results, that is what we want to do.

MR. FAYE:  I am happy to pose it to another panel.  Slide 59, "Determine renewable portfolio" is the heading.

You were asked a question on this and you mentioned that the wind potential that has been identified is double what you need to meet your target.

Did I make my notes correctly on that one?

MR. SHALABY:  Your question is about identification of a larger potential than what is needed?

MR. FAYE:  Yes.

MR. SHALABY:  That's what we've done.  We identified larger potential, anticipating that some of this potential will not be developed or will meet difficulties or be less economic than others.  It is better to have more to develop from than less to develop from.

MR. FAYE:  It has nothing at all to do with the capacity factor of wind?

MR. SHALABY:  No.

MR. FAYE:  Fine.  Slide 110.  These are the six indicators, and I am particularly interested in the water use indicator and the tracking of it.  

When you have mentioned this with other intervenor cross-examiners, it seems to me that water use is measured in gallons or in cubic feet, but it is measured in volume.  Is it -- is that accurate?  

MR. SHALABY:  Yes, yes. 

MR. FAYE:  So we talk only about the quantity of water.  What about the quality?  Any tracking of quality?  

MR. SHALABY:  The water use for cooling, most of this water is used for cooling and it's taken from the lake, it is returned to the lake at a higher temperature.  

So the quality of the water, it is changed by being elevated in temperature on the way back to the lake.  All of that is regulated very strictly.  The water, the temperature increase that is allowed and the volumes of draws that are allowed, all of that is licensed and regulated very strictly.  

MR. FAYE:  Okay.  I wasn't thinking purely in terms of condensate water.



MR. SHALABY:  That's the majority of the water uses in condensate water. 

MR. FAYE:  Water use doesn't apply to hydroelectric projects; there's no tracking of that?  

MR. SHALABY:  This is used on turbines in and out.  It is flowing and it flows through turbines so the quality of the water is also unaffected in that sense, just run through turbines.  

MR. FAYE:  Is there somewhere in the evidence that I can go to, to demonstrate the point that when you dam a river and then let the water through the turbines, that the quality of the river coming out of the bottom of the outflow and the water going in at the penstock is of no significant difference in quality?  

MR. SHALABY:  Maybe Dr. Goldberg, who is going to be on the environmental performance, can answer that question. 

MR. FAYE:  Okay, thanks. 

MR. SHALABY:  I don't know whether we have anything in the evidence to say that or not. 

MR. FAYE:  I think my last question is, just a follow-up to NorthWatch's question on employment benefits in northern communities of generation and transmission projects.  

It sounded that, to me, that you were suggesting some long-term employment benefit; is that correct?  

MR. SHALABY:  Yes.  

MR. FAYE:  My experience is that construction jobs come and go with the projects.  So surely the long-term benefit is not the construction of the plant; is that right? 

MR. SHALABY:  It's the maintenance work. 

MR. FAYE:  Maintenance. 

MR. SHALABY:  Maintenance and forestry work. 

MR. FAYE:  Okay.  And the maintenance trades that are required for that kind of work would be; could you give us a few examples? 

MR. SHALABY:  Forestry, maintenance of transmission equipment and transmission lines, and clearing of brush under the right-of-ways.  So that's the forestry work that we're talking about.  

MR. FAYE:  These all sound like certified trades, are they?  

MR. SHALABY:  They are.  

MR. FAYE:  All trades that have an apprenticeship program to become certified in? 

MR. SHALABY:  Yes.  

MR. FAYE:  And if you are suggesting, as I think you are, that these might be available to First Nations' people in remote locations where transmission lines might pass, do you have a program to prepare them for an apprenticeship or will it end up being southern tradesmen being relocated to the north? 

MR. SHALABY:  We don't have a program in our company because we don't own and operate transmission lines, but I am aware that transmission operators and transmission companies have those programs.  

MR. FAYE:  Okay, thank you.  Those are all of my questions.  

MR. SHALABY:  Thank you.  

MS. NOWINA:  Thank you, Mr. Faye.  

Mr. Lokan, for PWU.



MR. LOKAN:  Thank you.  

Panel members, my questions are on behalf of the Power Workers' Union which represents employees in all parts of the electricity sector.  My name is Andrew Lokan.  Good afternoon.  

MS. NOWINA:  Mr. Lokan, we can't hear you.  

MR. LOKAN:  My light is on.  

MS. NOWINA:  Yes.  

MR. LOKAN:  I just need to move a bit closer?  

MS. NOWINA:  Can I get a signal from the back.  

MR. SHALABY:  If you could come here, that would be good. 

MR. LOKAN:  Would you like me to move up?  

MR. SHALABY:  Sure.  

MS. NOWINA:  Is it convenient for you to move up?  It might be helpful.  

MR. LOKAN:  How is this?  

MS. NOWINA:  Let's keep the mike. 

MR. LOKAN:  Is this better from here?  

MS. NOWINA:  Yes.  We are getting nods from the back.  
Cross-examination by Mr. Lokan: 

MR. LOKAN:  Thank you.  In case you didn't hear that first part, I represent the Power Workers' Union which represents employees throughout the electricity sector.  

I just want to start out with some questions on the framework for the IPSP, and I know other counsel have taken you through this.  

We can agree, of course, that you have to follow the statute section 25.30 of the Electricity Act; correct?  

MR. SHALABY:  Yes.  

MR. LOKAN:  And there's a regulation, regulation 424 which sets out certain requirements; correct?  

MR. SHALABY:  Yes.  

MR. LOKAN:  Now, both of those documents also say that you have to follow directives and there is a specific directive for the IPSP, the supply mix directive.  

MR. SHALABY:  Yes.  

MR. LOKAN:  I wonder if I can get you to turn that up.  This is the June 13th, 2006 supply mix directive and it is at A-3-1 appendix B, page 43.  Or I am sure you have it in your binder as well.   

MR. SHALABY:  Yes.  

MR. LOKAN:  Just in terms of the analytical process that you were required to follow and going through the elements.  As we have already seen, point 1, you are directed to achieve certain targets or have as goals certain targets around conservation.  Then point 2, similarly, to have goals around renewable; correct?  

MR. SHALABY:  Yes.  

MR. LOKAN:  As you go through, point 3 says:   
"Plan for nuclear capacity to meet base-load electricity requirements, but limit the installed in-service capacity of nuclear power of the life of the plan to 14,000 megawatts."  

So I take it you would agree that it's a given, from the government, that you must plan for nuclear to meet base load as long as you don't go over that 14,000 limit.  

MR. SHALABY:  Yes, subject to the other two priorities ahead of this one, listed ahead of that.  Meaning the remaining -- we interpreted that to be the remaining base-load requirements.  

MR. LOKAN:  Right.  

MR. SHALABY:  Base-load requirements are being met today with existing resources and will be met tomorrow with conservation and with some renewable resources, so the remaining ones to be met by nuclear.  

MR. LOKAN:  Right.  While we're still on the directive, there's a specific paragraph number 4 on use of natural gas, which is: 
"Maintain the ability to use natural gas capacity at peak times and pursue applications that allow high efficiency and high value use of fuel."  

MR. SHALABY:  Yes. 

MR. LOKAN:  That's where natural gas fits in.  And fifthly:

"Plan for coal-fired generation to be replaced by cleaner sources in the earliest practical time frame."  

So that's another element you got to take into account.  And finally, there's some specific requirements around strengthening transmission.  

MR. SHALABY:  Yes.  

MR. LOKAN:  And all of these are givens.  Would you agree with me that that essentially defines the role of each of the elements of the plan?  

MR. SHALABY:  It defines targets for conservation and for renewable.  

MR. LOKAN:  Right.  

MR. SHALABY:  It provides a ceiling for nuclear.  It provides direction on replacing coal.  And it provides direction on where and when to use gas and the role of transmission, yes.

MR. LOKAN:  Okay.  You have talked about the directive priority, and you mentioned a minute ago the way in which you interpreted and apply this.  I think that is captured by your slide 16 from the first day.

MR. SHALABY:  Yes.

MR. LOKAN:  We also had a reference to the evidence, but I won't ask you to turn to it.  It is essentially the same as, I think, B-1-1, page 2, but I will just focus on the slide.

So I think the first three bullet points set out what you just said to me, which is that you look, firstly, at maximizing feasible and cost-effective conservation, and then, secondly, at maximizing feasible and cost-effective renewables, and then planning nuclear for base load is what's left.  Do you agree?

MR. SHALABY:  Yes.

MR. LOKAN:  Okay.  Now, we have also been over with the previous questioner a little bit of history here, that the genesis of the supply mix directive was the supply mix advice that was given by the OPA to the government; is that fair?

MR. SHALABY:  It was a factor considered in providing the directive.

MR. LOKAN:  Okay.  I've put together a few documents, and I wonder if I could ask that they be marked an exhibit at this point.

MS. LEA:  Collection of documents from the Power Workers' Union, K4.4.
EXHIBIT NO. K4.4:  Collection of documents from the Power Workers' Union.


MR. LOKAN:  If you can please turn to pages 9 and 10 of that bundle?

I do appreciate that this was a very long and complicated report, but we have just extracted a couple of passages to -- to capture what's said around nuclear.

MR. SHALABY:  Got it.  Go ahead.  Yes, I have it.

MR. LOKAN:  Okay.  So I will actually skip over the chart, which shows it in graphic form on page 9, and ask you to look at page 10 of our bundle.

MR. SHALABY:  Somebody will explain to me some day if you wanted to start with page 10, why is it page 10?  But nonetheless...

MR. LOKAN:  It was part of the OPA's advice to the minister, was it not, that the role of nuclear is not expected to change from its current contribution of 50 percent of electrical energy.  Through their life cycle, your analysis showed that nuclear plants have less overall environmental impact than natural gas-fired generation and operate at low cost for base-load needs.

That was parts of the advice?

MR. SHALABY:  Yes.

MR. LOKAN:  Then there were some specific numbers that you referred to a while ago.  The suggestion was made that there should be new nuclear capacity of up to 3,000 megawatts, in addition to replacing current fleet, for a total capacity of up to 15,900 megawatts by 2025.  That's in the middle of this page.

MR. SHALABY:  Yes.

MR. LOKAN:  And it ends up, the recommendation on nuclear power at page 63 being -- a range is given between 12,900 and 15,900.

MR. SHALABY:  Yes.

MR. LOKAN:  So that's the advice you referred to a few minutes ago in response to questions from counsel for the Waterkeepers in saying that you had actually made a recommendation, the OPA, that was a little bit higher.  The government came back in the supply mix directive with the 14,000 figure?

MR. SHALABY:  Yes.

MR. LOKAN:  Thank you.  If I ask you to look at the Alliance exhibit from earlier this morning, that would be Exhibit K4.2.

Do you have the first document in that bundle?

MR. SHALABY:  Yes.

MR. LOKAN:  Now, this is, as I understand it, a news release from the Ontario Ministry of Energy and Infrastructure, so that's the government speaking directly through a ministry.

If you look at their summary of what they did in June 2006, you will see on page 2 --

MR. SHALABY:  Yes.

MR. LOKAN:  -- "maintain nuclear energy capacity for 
base load up to its current level of 14,000 megawatts."

MR. SHALABY:  Yes, I see that.

MR. LOKAN:  Right.  So the government view appears to be nuclear is to be maintained up to 14,000, which is also the current level; correct?

MR. SHALABY:  It's not the current level as of today.  It once was 14,000.  There are units that are out of service now and it could be recovered to that.

MR. LOKAN:  It's roughly, given that there are various issues with the various nuclear units; is that fair enough?

MR. SHALABY:  Yes.  I mean, right now there's closer to 11,000, 11,500 on-line.  But subject to your qualification, that's right.

MR. LOKAN:  Okay.  Again, looking at the AMPCO exhibit -- I'm sorry, the Alliance exhibit, there is another Infrastructure Ontario document which has similar language, and that would be at the third -- the fourth page of the bundle.  Again:
"Maintain existing nuclear generation capacity at 14,000 megawatts."

MR. SHALABY:  Yes.

MR. LOKAN:  If you can go to K4.4, and I am going to ask you to look at page 8.


MR. SHALABY:  I see it.

MR. LOKAN:  Now, this is a directive to OPG which is date-stamped June 16th, 2006, so that puts it within a couple of days of the supply mix directive that we have already been through.

What this says is, "In the form of a directive to OPG", which is of course government-owned:
"...Ontario government directed the OPA to ensure adequate base-load electricity supply while maintaining the nuclear generation component of that base load at today's level of 14,000 megawatts of installed capacity."

Do you see that?

MR. SHALABY:  Yes.

MR. LOKAN:  I am just going to take you to the final one of these references, page 6 of our bundle, so same exhibit.  This is a 2008 backgrounder from the Ontario Ministry of Energy and Infrastructure.

On page 6, there is target capacity mix in 25, based on supply mix directive June 2006, nuclear listed at 14,000.  With, again, the statement that:
"Ontario's nuclear energy capacity is to be limited to its current level of 14,000 megawatts."


Do you see that?

MR. SHALABY:  I see it, yes.

MR. LOKAN:  I am taking you through all of these references because I am going to suggest to you that from these documents, it appears to be the government's view of the supply mix directive that nuclear base load, somewhere around 14,000 megawatts, is a government decision that has already been made.  Would you agree with that?

MR. SHALABY:  No, I don't.  I agree that the language here is restating the language of the directive given to us in various abbreviated forms and in various summary forms.  I don't see anything here inconsistent with the way we are interpreting the directive.

MR. LOKAN:  I am going to ask you to help me with that in a minute.  There are, you would agree, constant references to the 14,000 megawatts, maintaining at or up to a limit of 14,000 megawatts --


MR. SHALABY:  Yes, yes.

MR. LOKAN:  -- in a number of government documents?

MR. SHALABY:  Right.

MR. LOKAN:  Okay.  You have also given evidence that much of the process around nuclear is happening, if I can put it this way, off line, outside of the OPA.  Is that fair?

MR. SHALABY:  Correct.

MR. LOKAN:  Okay.  You would also agree with me that you can't be precise about a number of megawatts for any particular generation type until you know the exact projects?  Is that also fair?

MR. SHALABY:  Yes.

MR. LOKAN:  Because there is always going to be a little bit of variation?

MR. SHALABY:  Yes.  Sometimes even a lot of variation.

MR. LOKAN:  Right.  To go back to the directive priority, your analysis seems to be, you accept that the directive tells you to plan for nuclear to base load.  And you accept that there is a 14,000 limit.

At other times in your evidence, it seems to me that you've been getting into wider ranging discussions about nuclear versus other options for base load.

For example, there's the analysis of whether nuclear or combined cycle natural gas is a better option for base load.  So, my question is:  Why do you need to get into that if this is something that the government has already determined and put into the supply mix directive?

MR. SHALABY:  That question was in Board's examination on day 1, and I answered that we don't consider combined cycle gas to be a reasonable base-load option.  So why do the comparison?  It is an economic comparison.  We may have been too clever by half here, comparing to an economic comparison and then comparing the alternative, the environmental attributes of it.

But this was to determine the base-load requirements and then meet these base-load requirements with nuclear power.

There's a bit of circularity in that, in determining base-load requirements, we use the relative economics of nuclear and natural gas.

MR. LOKAN:  Right.

MR. SHALABY:  This was an economic -- an economic determination of base-load requirements.  There are other ways of determining base-load requirements that I mentioned as well.  It's a load that is available or that presents itself to the system most of the time.

So we came at it a different -- different ways.  One of them was through that economic comparison.

MR. LOKAN:  Okay.

MR. SHALABY:  If we didn't do that economic comparison at all, we would have concluded or presented what was presented in years before, the load that is available most of the time.

MR. LOKAN:  Right.  So --

MR. SHALABY:  Seventy percent of the load is available most of the time.  That's base load.

MR. LOKAN:  There is different ways of looking at base load.  One is most of the time analysis which is roughly 70 percent.

MR. SHALABY:  Yes.

MR. LOKAN:  And as a confirming analysis, when you do a comparison of the economics of the nuclear versus gas, you get a very similar number, 72 percent.

MR. SHALABY:  On economic basis, it's further confirmed on the environmental grounds on CO2 emissions, if you go into that, or volatility of prices or practicality of having gas supply 85 terawatt-hours in the province.  It is just not practical.

MR. LOKAN:  So that process is useful for determining the question how much base load do we need; but that's really its significance.  It is not an investigation of whether we should meet base-load through nuclear, or natural gas?

MR. SHALABY:  That's correct.

MR. LOKAN:  Thank you.

MR. SHALABY:  We do not consider combined cycle gas a base load -- a useful option in large amounts.

Now, we show, in our plan, that some of the combined cycle gas will operate in base-load mode for a number of years or a number of hours during the years under certain conditions.  So if load is higher than forecast --

MR. LOKAN:  Right.

MR. SHALABY:  -- and Pickering B is not refurbished and is retired in 2014 or 2013, there will be some of the combined cycle gas running hard in some years until some other relief resources come in.

MR. LOKAN:  There's some gap years while nuclear capacity is lower before it is re-established in the plan.

MR. SHALABY:  That's right.  So the acceptance or rejection of combined cycle gas is not as categorical as we make it sound.

We won't build it to run in base-load capacity, but we will build it and it may run in base-load capacity under certain conditions.

MR. LOKAN:  Okay, thank you.  I am going to take you to some questions about general planning principles at this point.

Is it fair to say that the planner's function is to, if I can put it this way, hope for the best but plan for the worst?  Would you adopt that?


MR. SHALABY:  Hope for the best, plan for the worst; I mean, we certainly plan for contingencies.  We plan for things going wrong.  And we would be delighted when the best occurs.  So that captures certain measure of what we do, yes.


MR. LOKAN:  Okay, thank you.

You have given evidence that one of the key challenges for this plan is the uncertainty, dealing with uncertainty, particularly as you get into the longer time horizons --

MR. SHALABY:  Yes.

MR. LOKAN: -- is that fair?  Two or three years from now, we have a fairly good view of the horizon, but by the time we get 20 years out we have a very murky view of the horizon.  Is that fair?

MR. SHALABY:  I would say we don't have a very good view two or three years from now, and it gets even worse further out.

MR. LOKAN:  Okay.  I will ask you to look at the package K4.4, at the first document which is a couple of extracts from the IESO 10-year outlook, released in August of 2005.

MR. SHALABY:  Yes.

MR. LOKAN:  The IESO said at that time, I'm looking at the executive summary on the top of page Roman III:
"The provincial government's plan to phase out coal-fired generation in favour of cleaner forms of generation represents one of the most significant undertakings in the 100-year history of Ontario's electricity sector."

Is that a fair statement?

MR. SHALABY:  The writer thought so.  It certainly is a challenge.  There are many challenges along the 100-year history and we have seven minutes to go, so let's accept it as a big challenge, yes.

MR. LOKAN:  My count was a few more than that, but anyway...

And turning over the page, Roman V, specifically on coal replacement:
"This transition represents the largest and most significant electricity system change ever undertaken in Ontario."

Would you adopt that statement?

MR. SHALABY:  The time this was written, the target was to phase everything out in four years from the time of writing, three years of the time of writing.

MR. LOKAN:  Right.

MR. SHALABY:  So I adopt -- the challenge was even more daunting if the time was shorter.  It is daunting already.  It was even more daunting when it had a three-year time horizon on it.

MR. LOKAN:  With the lengthening of the time horizon, it has become more manageable; is that fair?

MR. SHALABY:  More feasible and more manageable, yes.

MR. LOKAN:  Okay.  But in any event, that kind of major restructuring increases the level of uncertainty that the OPA has to face in planning.

MR. SHALABY:  Absolutely.  And we went through some discussion of the additional insurance we need and reserves we need to cushion the uncertainties in that time period, given the massive transition that is taking place.

MR. LOKAN:  Right.  There is also a statement here two paragraphs down that new generation units typically encounter more operating issues affecting their reliability for a period of time after they come in service.  That's one reason why you would want some overlap between coal plants going out of service and other plants being in-service.

MR. SHALABY:  That is correct.

MR. LOKAN:  Okay, thank you.

MR. SHALABY:  That's one of the reasons we mentioned in terms of when it comes to what to do with the coal plants, when they're being replaced, we leave it to the operators, both the system operators and plant operators, to determine the outcome of deployment of these units at that time, because the system operator may have requirements for back-up until the performance of the new units is assured to their satisfaction.

MR. LOKAN:  Okay.  If I can take you to slide 11 of your presentation.  As I understood your evidence previously, the best way of managing the risks that arise from uncertainty is to preserve flexibility; is that fair?

MR. SHALABY:  It's one of the ways.

MR. LOKAN:  Okay.  And I don't want to be too absolute here, but you said a little earlier this afternoon that one of the ways that this planning exercise is different than the DSP is that you've got, if you like, a greater appreciation of uncertainty and the need for flexibility?

MR. SHALABY:  Yes.

MR. LOKAN:  Okay.  Just to take a couple of the flexibility points, the ways in which flexibility is achieved in the plan, the first you talk about building resource margins.  Do you see that?


MR. SHALABY:  Yes.

MR. LOKAN:  Is it fair to say that when it comes to an electricity system, that there's an element of asymmetry in the risks?  That is to say, if you have two too little capacity, you're in real trouble; if you have a bit too much capacity, it is not as serious?


MR. SHALABY:  Well, there is asymmetry in the consequences of too little or too much.

MR. LOKAN:  Right.

MR. SHALABY:  The consequences exhibit themselves differently.

MR. LOKAN:  So if you have too little, in an extreme case the lights go out, you have blackouts and brownouts?

MR. SHALABY:  Right.

MR. LOKAN:  Short of that, you could be in a crunch where you have to buy extremely expensive imported power at astronomical prices?

MR. SHALABY:  Yes.

MR. LOKAN:  Those consequences mean that if you are going to err, you will probably err on the side of a little too much; is that fair?

MR. SHALABY:  The reserve margins are designed to balance these two.

MR. LOKAN:  Right.

MR. SHALABY:  If you build too much, you spend too much and you pay too much for the capacity.

MR. LOKAN:  Right.

MR. SHALABY:  So it is -- it is a question of there is an optimum in the middle, and the optimum is typically 17 or 18 percent reserve margin.  That's how the reserve margins are derived, and exactly balancing the damage cost to customers and the carrying costs of additional capacity, given the probability of running out or not running out.  Conceptually, at least, that is how it works.

MR. LOKAN:  So building resource margins is what that point is about?

MR. SHALABY:  That's right.

MR. LOKAN:  Thank you.

You also have a point about exploring diversity --

MR. SHALABY:  Yes.

MR. LOKAN:  -- as a flexibility mechanism.  And you did mention this briefly in the evidence, but I just wanted to get perhaps a little bit of a fuller explanation.  Diversity includes diversity of generation type; correct?

MR. SHALABY:  Yes.

MR. LOKAN:  So consistently with the directive, which really sets out some defined roles for a bunch of different generation types, as well as conservation, it is prudent from a planning point of view, is it not, to spread your risks, if I can put it that way?  That is to say, you have a role for conservation, a role for renewables, a role for nuclear, a role for gas.  We are no longer going to have a role for coal after it's phased out, because there the costs have been judged to be too high.  

But everything else, just like with a stock portfolio, you want a diversified basket; is that fair?

MR. SHALABY:  That's fair.  In fact, we use the word "portfolio" in the supply mix preparation.  We used some of the concepts from the financial theory about diversity and financial risks and hedging of those risks.

MR. LOKAN:  Right.  And would you further agree with me that any of these generation types or strategies for avoiding generation to include conservation, they have their strengths and weaknesses?

MR. SHALABY:  Yes.

MR. LOKAN:  And for the two that the directive starts out with, for conservation and renewables, I just want perhaps a little bit more detail on that.

On conservation, you said, in evidence, that it is actually very cost-effective, but there are concerns that at this point the capability is not there.  The infrastructure is not there to go any further than the target in the directive?

MR. SHALABY:  For us to be certain about going further than the directive, yes.

MR. LOKAN:  Right.  And you may have touched on this, but perhaps not elaborated.  There is also issues around EMV, as well, for conservation, aren't there, the evaluation, monitoring and verification?  That's relatively undeveloped at this stage?

MR. SHALABY:  The results are starting to come in.  The capability is being developed.

MR. LOKAN:  It's being developed, but we'll know a lot more three years from now than we currently know?

MR. SHALABY:  Yes.

MR. LOKAN:  That also was factored into your decision to go only as far as you did on conservation in this particular plan?

MR. SHALABY:  Yes.

MR. LOKAN:  And when we get to renewables, I mean, each of them has their advantages and disadvantages, but none of them is perfect, are they?

MR. SHALABY:  None of the options we develop here are perfect in every angle, and that's why, together, they play a good symphony.  Each alone is very screechy.

MR. LOKAN:  Right.  But the idea is that with a diversified portfolio, you are best placed to be flexible and mitigate the uncertainties of the future?

MR. SHALABY:  Yes.

MR. LOKAN:  You have used the words that that gives you a more robust plan in your --

MR. SHALABY:  Yes.

MR. LOKAN:  Yes.  Those are my questions.  Thank you.

MS. NOWINA:  Thank you, Mr. Lokan.

That completes our first week.  The witness panel will have a well-deserved break, and we will resume on Monday morning at 9 o'clock here.

--- Whereupon hearing adjourned at 4:33 p.m. 
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