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INPUT TO THE OPA

DISCUSSION PAPER #3 
 CONSERVATION/DEMAND MANAGEMENT

GENERAL COMMENTS

1.  The following chart provided by the Ministry of Energy indicates that CDM is considered part of the “supply” for the required mix at 2025.
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• As noted in our earlier submission to the OPA, conservation cannot be considered as “supply”.  Rather, it should be shown as reduction in demand.  While this, at first glace, may be considered an irrelevant point, in actuality the supply mix at 2025 includes 3 generation resources types, not 4 as we presently have.  This represents a huge reduction in our reliability of supply.  Conservation should stay on the demand side of the equation as a "hoped for" reduction in demand and supply numbers should be real achievable supply from actual production sources.
• Including the conservation numbers in the supply mix distorts the percentage of contribution of available resources to the supply mix.  For example renewable generation, the least reliable of the resources due to intermittent wind power and variances in water for hydro power, increases from 24% to 40%.

2.  The OPA indicates that “A major benefit of CDM is that the MW and MWh saved do not have to be met by “supply side” resources.  Consequently CDM is generally benign from an environmental perspective.”  While this statement is accurate in terms reduced energy consumption, energy efficiency measures, or demand shifting, it is not so with fuel switching or cogeneration where natural gas use is increased.  What is also not considered is the impact on indoor air quality which is often worse than outdoor air.  (Lung Association)

3.  CDM should be administered in such a way as to curb excesses of energy use and abuse.  However, it is the responsibility of the Ministry of Energy, and the Ontario Power Authority, to provide reliable, secure power to Ontarians in conformity with government principles to enhance the quality of life for the citizens of Ontario.  Any CDM measures that force ratepayers to suffer must be avoided.  
4.  California has been cited as an example of a jurisdiction that has effectively reduced energy demand.  For example, a presentation by Mr. Peter Love, Conservation Bureau, March 24, 2006, shows energy reduction by this state from 1975 to 2000.  From 2000 to 2005, however, energy consumption in California has increased by about 2% per year, 2.3% at peak demand.

There comes a time when CDM measures have reached maximum effectiveness and ability to reduce overall demand.  The factors that impact demand growth, however, will likely continue to trend upward.  At some point demand will outpace measures to offset it.

1.  CONSERVATION
 “Conservation programs are defined as programs designed to change how customers use their appliances, lighting, water heating and space conditioning systems to minimize either their annual energy use or shift their energy use to off-peak periods…” (Page 17)   This would seem to indicate that shifting use to off peak periods is included as a “conservation” item, but is also included as a “Demand Management” program under Time of Use.  Is the calculation for Time of Use energy savings included in both categories?  
2. ENERGY EFFICIENCY
There is considerable difference in the Energy Efficiency Potential between the Status Quo and Aggressive Scenarios.  It has been noted that much of the savings derived from Status Quo measures have been tapped out.  Therefore, the OPA need to consider the higher costs associated with the aggressive scenario when determining the value of implementing measures.
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3. DEMAND MANAGEMENT

• Time of Use – “The results suggest there is substantial uncertainty in the level of MW that can be expected from pricing reforms and the deployment of smart meters in Ontario: from 70MW to 880 MW in 2025.”  (OPA Discussion Paper, page 21)  The CAE Alliance maintains that time of use metering will negatively impact low and middle income earners, those on fixed incomes and commercial operations.  The cost of installation and monitoring meters, together with high peak use rates to obtain uncertain and undetermined results is unwise.  
We are attaching a copy of a Report “Ontario’s Smart Meter Program Cost Impact on Residential Consumers” prepared for the CAE Alliance by Thomas Hughes Consulting (Corunna) Ltd.   
• Incentive, not Punitive -   Research (including information provided to the OPA) indicates that the most favourable results come from incentives to reduce consumption.  
• Detroit Edison has introduced a system of time of use metering that is voluntary, rewarding customers for switching power use away from the 11 am to 7 pm time slot during weekdays.  

• According to the Electricity Conservation and Supply Task Force (ECSTF), “Consumers who invest in smart meters should be offered rates that reflect differences in the cost of power between peak and off-peak periods.”
• The desired impact of load shifting is the reduction of the “height” of the peak, i.e. less power required at the time of greatest demand, so that the peak flattens out.  Load shifting does not reduce consumption, it merely moves it to a different time of day.  This will have the effect of creating a lower, but more sustained peak in the day.  

The IESO reports that “Peaking generation for the future must have energy sustainability.  It needs to operate for 10 to 14 hours a day, for many days in a row in the summer months.  It will likely need to act more like what would have previously been considered to be intermediate generation.” (Comments of the IESO on the OPA Approach to Supply Mix, August 26, 2005)
With the removal of coal and the strong recommendation from the OPA that natural gas be used for peaking purposes only, there is little generation resources available for intermediate load.  (Nuclear is baseload – hydro can serve base, intermediate and peak, but is dependant upon water levels, traditionally lower in the summer months – wind power is rated at about 10% capacity during summer weather conditions.)

Load shifting may precipitate an unwanted reaction that the system will be unprepared to deal with.  Reaction in the future in terms of fuel mix to balance load requirements could be very costly.                             

FUEL SWITCHING
Fuel switching, from electricity to natural gas, for residential uses such as space heating, hot water heating, ovens, and clothes dryers is part of the CDM recommendations.  The incentives and programs included in the Discussion Paper (Page 47) are aggressively aimed at conversion to natural gas.  We question the logic of this suggestion in light of information regarding the increased use of natural gas in our province for electricity generation, significantly more ethanol production, and concerns expressed about cost and availability of natural gas for Ontario.  Consider:
• As part of the Natural Gas Interface Review, the Ontario Energy Board determined that “there will be significant gas infrastructure investment needed in Ontario” as a result of “gas-fired power generation replacing capacity that is being phased out”.
•“The price of natural gas has increased four-fold in the past five years and is expected to remain high and volatile.  Residential and commercial space heating and industrial processes compete for supply and several nearby jurisdictions also rely heavily on gas, all of which puts its availability at a premium or even at risk.”  (OPA Supply Mix Advice & Recommendations)
•“Key uncertainties for supply mix include unpredictability of future natural gas prices and availability...” (OPA Supply Mix Advice & Recommendations)
•“What is clear is that the increased usage will put upward pressure on gas prices and that the delivery costs will increase for the generators and possibly also other natural gas customers.”  (OEB – Natural Gas Electricity Interface Review)

• Industrial consumers have expressed concern that the gas supply, transport and distribution will disrupt gas supply to current users; that they will be forced to incur unnecessary infrastructure costs, in effect subsidize independent power producers; and that interruptible gas customers will suffer increased curtailments, or contract for firm service which increases costs.  Storage rates for gas could double.  They warn of the potential switch to alternate fuels (oil?) which may have adverse environmental impacts.

• On June 15, 2006, the National Energy Board released a report which indicated that “Canada's growing reliance on gas for power could mean higher prices for natural gas and electricity” ... as the demand for natural gas in North America is expected to outpace traditional supply sources, already volatile natural gas prices, which have fallen recently, could climb over the long term. The growing use of natural gas for electricity raises a number of questions related to natural gas supply and cost and uncertainties surrounding the adequacy of energy infrastructure  ... Another barrier that could put the brakes on the growth of gas-fired generation is the availability of adequate gas supplies at competitive prices. With only marginal North American production growth expected through 2006, any increased demand for gas-fired generation would mean that less natural gas would be available for other consumers. The substantial amount of gas that is expected to be required for power generation in Ontario alone, will at the very least increase competition for natural gas in the region and likely cause associated costs to climb.” (Energy Market Assessment - Natural Gas for Power: Issues and Implications)

What amount of natural gas is being considered to replace these uses currently supplied by electricity?  What impact will this have on the situation as highlighted by the information above?
SELF-GENERATION/CO-GENERATION
• “Self generation will play an important role in meeting the CDM target for 2010 and 2025.”  (page 9 – discussion paper)  There is however, significant difference in the achievable potential between the low case and high case scenarios, as shown on the following chart – almost 500 MW by 2020 and 900 MW by 2025.  We believe that the OPA must base CDM potential on the more conservative estimates.
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• “At the present time, high natural gas prices are making cogeneration less economic because they are reducing the ‘spark spread’, … so that self generation becomes less cost effective.”  (page 28 – discussion paper) The situation already exists (eg Imperial Oil facility in Sarnia Lambton area). Cogeneration facilities are in place but not utilized.  As noted in the section above, the increased use of natural gas may pose additional problems, including fuel switching away from natural gas.  

CDM PORTFOLIO SELECTION
• The criteria used to determine relative risk and social impact, we believe, is deficient.  For example, the cost of implementing energy efficient measures, if aggressive measures are enforced, will create inequity in that all types of consumers will not be financially capable of meeting requirements.  Likewise, some time of use customers, such as the elderly home during the day, will need to endure cooler or warmer temperatures than those who are away from home at those times.  Those who must conserve because they cannot afford to do otherwise in effect subsidize those who can afford higher energy bills and therefore choose not to conserve energy.  (The success of Time of Use measures is dependent on both willingness and ability to shift demand.)  The ranking of 2.66 for Time of Use - Relative Social Performance is therefore not a true reflection of equity.  
• The OPA has not taken into account the full ramifications of enforced measures which will impact the costs of business and production, hospitals and schools, all of which will filter to the public by way of higher goods, services or taxes.

• “Energy efficiency and time-of-use programs rank higher than the other programs because of their superior cost effectiveness and lower relative risks and positive environmental factors.”  (Discussion Paper, page 37)  As noted, “At the risk of oversimplification, a good portion of the DSM “low hanging fruit” has already been attained in all three sectors, i.e., many of the lower cost, short payback measures have been implemented. …” (Marbek Resource Consultants Ltd. And M.K. Jaccard and Associates, Inc.)”  We do not believe that the costs associated with more aggressive measures has been fully explored.  By costs, we mean not only cost to implement, but costs in terms of impact on business and industry.

• Likewise, we believe that the above statement regarding higher rank for time of use programs does not reflect the true cost or impact to consumers, and refer you to the Smart Meter Impact Report attached to this document.

SUMMARY

The OPA charts included in the Discussion Paper highlight the significant differences in potential CDM from high scenario to low case, and from status quo measures to aggressive programs.  This is demonstrated in the following chart taken from the CDM Discussion Paper.
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Should the OPA use the above “Proposed Portfolio” figures for planning purposes for the next 3-5 years, without planning sufficient reserve or additional capacity, we could be in a dire situation in a few short years past that.

The CAE Alliance reiterates concerns expressed in our input to the Load Forecast Discussion Paper that the Lower CDM Portfolio be used for planning purposes.
