MEETING NOTE:
MOECC-ENERGY Deputies and Chiefs of Staff Monthly Meeting

11:00 AM — 12:00 PM on Friday, May 12, 2017
Hearts Block, Floor 4, Executive Boardroom

PURPOSE: Discuss items of mutual interest

ATTENDEES: Ministry of Energy
Andrew Teliszewsky, Chief of Staff
Serge Imbrogno, Deputy Minister

Ministry of the Environment and Climate Change

Paul Evans, Deputy Minister
Mandy Maghera, Chief of Staff

FORMALIZED AGENDA ITEMS:
1. Green Ontario Fund
Geothermal

Long-Term Energy Plan

Renewable Natural Gas

o b~ w N

Free Overnight EV Charging

OTHER POSSIBLE TOPICS OF DISCUSSION:
6. Microgrid Funding

7. Cap and Trade in First Nation Communities



NOTES ON FORMALIZED AGENDA ITEMS:

. Green Ontario Fund (Ontario Climate Change Solutions Deployment

Corporation or OCCSDC)

Update on the status of the Green Ontario Fund website and program
development.

Suggested Response:

With a commitment to having the Green Ontario Fund website launched
in May 2017 and new program offerings in place by Fall 2017, | am
supportive of the ongoing collaboration among ENERGY, the IESO, and
MOECC.

It is critical that ENERGY continue to be informed and engaged
throughout on Green Ontario Fund implementation activities to ensure a
coordinated approach with existing energy conservation programs and
efforts. To this end, could MOECC provide an update on the Green
Ontario Fund web site and programs?

| am pleased to hear that the Service-Level Agreement (SLA) for IESO
implementation and support services has been executed; while the
Agreement does not currently ask IESO to deliver programs, it will lead
to higher quality programs if the IESO is given advance time and notice
if this decision is made in the future.

Background

As per the May 2016 CCAP Cabinet Minute, ENERGY is working with
MOECC to help establish the Ontario Climate Change Solutions Deployment
Corporation (OCCSDC) (public-facing name now “Green Ontario Fund”).

On February 22, 2017, Ontario Regulation 46/17 — OCCSDC was posted to
eLaws.

As outlined in the regulation, the object of the corporation is to “stimulate the
development of industry, trades and business undertakings in Ontario that
further the deployment in Ontario of commercially available technology that
reduces greenhouse gas emissions from buildings or from the production of
goods.”



The Green Ontario Fund is required to develop programs which target
residential (including low-income) buildings, new residential buildings and the
production of goods (industrial customers).

The Minister of Energy sent a letter to the IESO on February 13, 2017
requesting that the IESO support the implementation and early adoption of
Green Ontario Fund services.

On April 28, 2017, MOECC and IESO executed a Service Level Agreement
for the IESO to:

1. Design, establish and maintain a website that will provide a clear and
consistent message to website visitors and provide information and
resources to the Green Ontario Fund audiences.

2. Provide client relations management services to all clients aiming to
reach out to the Green Ontario Fund for assistance and information.

3. Provide early advice to the MOECC to inform the development of new
programs to meet the requirements of the Green Ontario Fund
mandate.

4. Conduct any agreed upon follow-up assignments related to the above.

5. Work together to be in a position to transfer control and operation of the
website, call centre data and toll free number to Green Ontario Fund.

On May 30, 2017, MOECC will report to TB on preliminary program design
proposals for the first Green Ontario Fund programs, scheduled for launch in
September 2017.

MOECC programs proposed for launch in Fall 2017 are focused on:

o Homes - single family and multi-residential (retrofit and new
construction incentives)

o Businesses — small medium enterprises and industry (focusing on
production of goods)

o Inthe near-term, programs focus on measures that are not currently
offered on a standalone basis under existing energy efficiency
programs. Over the long-term, GreenON will offer financing programs
and will further leverage private investment.



e On April 24, 2017, MOECC presented a status update to ENERGY on their
work to establish the Green Ontario Fund, including an overview of proposed
programs.

o Policy and legal analysis is needed on the appropriate approach to
integrated program design which leverages existing conservation
framework infrastructure and resources.

o GreenON should also be coordinated with renewable electricity
programs like microFIT and net metering, and ENERGY and IESO
would like to share experiences from earlier renewable electricity
programs to leverage key learnings

e ENERGY also sits on the Green Ontario Fund website working group, which
includes PO, CO Communications, MOECC (MO, Comms and policy staff),
IESO, and Q3 (IESO’s website vendor). Through this working group,
ENERGY has provided advice, including on the following:

o Existing conservation and renewable energy programs to be included
on the website; and

o The need to incorporate electric and gas utility feedback on website
content and to engage them on the content management plan.

e The Green Ontario Fund (GreenON.ca) website is anticipated to launch
during the week of May 28, 2017.

Climate Change Agency Alignment with Existing Enerqgy Efficiency Frameworks

e Through the 2015 to 2020 Conservation First Framework, the Industrial
Accelerator Program and the Demand Side Management Framework,
customers in all sectors are already accessing energy efficiency and low-
carbon technology rebate programs through the IESO, and electricity and
natural gas utilities.

e If the Green Ontario Fund is uncoordinated with the frameworks, it may
duplicate existing energy efficiency and low-carbon technology initiatives,
which could cause confusion and inconvenience for customers.

e Ontario can build on the success of existing utility and IESO energy efficiency
and low-carbon technology programs by leveraging existing IESO expertise
and delivery infrastructure to launch GreenON programs.

e The IESO, electricity utilities and natural gas utilities have built up significant
expertise, resources and program delivery capacity, as well as stakeholder
relationships; standards and processes for governance, accountability,



measurement and reporting; and IT and settlement systems. This represents
500 to 760 highly skilled staff across these organizations.

2. Geothermal

On April 28, 2017, Enbridge Gas Distribution met with ENERGY and MOECC
staff and presented an alternative to its previously proposed rate regulated
geothermal model.

Suggested Response:

e ENERGY does not recommend proceeding with Enbridge’s proposals to
regulate the currently competitive geothermal market or make use of
regulated assets at marginal cost.

e However, ENERGY staff will provide input to MOECC regarding
alternative options which MOECC is considering to stimulate the uptake
of geothermal systems in an unregulated market.

e ENERGY can continue to engage with MOECC regarding thermal energy
applications like geothermal in order to ensure coordination with
existing programs and policies and leverage ENERGY’s prior experience
with renewable energy programs.

Background

e Geothermal systems have been identified in CCAP as a technology that can
reduce greenhouse gas emissions of buildings.

e Geothermal is an eligible custom measure under Conservation First
Framework (CFF) High Performance New Construction and Retrofit
programs, as well as Demand Side Management (DSM) Framework. There
are no residential geothermal programs under the frameworks.

o However, there are limited instances where customers have received
incentives for these measures due to the high capital costs of the
technologies relative to energy prices and available incentives, and
difficulty passing the cost-effectiveness tests (which compare the
expected energy savings to measure and program costs).



Enbridge Gas Distribution’s Proposal

At a meeting with ENERGY and MOECC staff on April 28, 2017, Enbridge
presented an alternative to its previously proposed rate regulated geothermal
model.

ENERGY and MOECC staff met on May 5, 2017 to discuss the proposal.

o Instead of pursuing Enbridge’s proposals, MOECC is interested in
exploring other options that could help stimulate the uptake of
geothermal systems in an unregulated market. MOECC will develop a
product to examine alternatives to Enbridge’s proposed options and
provide to ENERGY for input.

Enbridge proposes that Ontario provide Enbridge with a 40-year letter of
credit to de-risk Enbridge’s entrance into the geothermal market, and that
Enbridge be allowed to deploy geothermal assets on a marginal cost basis
(within the legal entity of Enbridge Gas Distribution), excluded from current
and future Earnings Sharing Mechanisms (ESM) under any rate setting
regime.

Enbridge describes the benefits of this approach as:

o Optimizing the capital structure to maintain a low monthly customer
charge (i.e. the access fee for the geothermal loop);

o Reducing the bad debt expense to Enbridge (as increases in bad debt
would force Enbridge to raise the monthly customer charge); and

o Maintaining housing affordability by avoiding the need for a property
lien (to ensure Enbridge’s assets are protected, monthly fee paid).

Enbridge’s proposal would require the Minister of Energy to direct the OEB to
allow natural gas utilities to engage in geothermal activities using the utilities’
assets on a marginal cost basis, and that the geothermal revenues be
excluded from current and future Earnings Sharing Mechanisms (ESM).

The request to use the utility’s regulated assets at marginal cost for the
benefit of the proposed geothermal enterprise is problematic in that it would
override the OEB’s role in undertaking an independent review of whether a
utility is cross-subsidizing a business activity to the detriment of natural gas
ratepayers. Recently the Board reconfirmed its policy of no cross-
subsidization of business activities within a utility (EB-2016-0004).

Enbridge’s asks are also problematic in that they focus on direct support for
one technology through a mechanism that benefits one (large and profitable)
company specifically.



e Enbridge can already invest in geothermal energy through an unregulated
affiliate. The company suggests that this is not feasible, due to their board’s
concern about increased risk.

3. Long-Term Energy Plan (LTEP)

Suggested Response:

e The LTEP, like the CCAP, is an iterative process. Each plan will inform
the other to help ensure alignment of government priorities.

e The Long-Term Energy Plan (LTEP) presents an opportunity for the
government to further elaborate on Ontario’s new climate change
mitigation and adaptation policies as they relate to the energy sector.

e The 2017 LTEP and future energy plans will need to apply the lens of
climate change targets and carbon pricing to energy policy
development.

e The Ministry of Energy has received MOECC’s April 10 memo on LTEP
2017 and staff are reviewing it as part of the LTEP development process

o On April 12, the Ministry of Energy shared with MOECC a presentation
prepared earlier for the Premier’s Office that outlines a number of
considerations related to the points MOECC raised in its memo,
including alignment between LTEP and CCAP, providing a range of
scenarios, LTEP scope for the fuels sector, conservation targets, and
technology-neutral energy planning.

e Ontario is in a strong electricity supply situation and well-positioned to
meet demand at this time.

e The next LTEP will provide a framework for a renewed and reformed
electricity market, with enhanced competitive procurements when new
electricity supply is needed.

e Pending Cabinet approval, the Ministry of Energy expects to release the
LTEP and Implementation Directives in mid-2017.

o The Ministry of Energy provided an update on the LTEP development
process at an ADM’s forum on May 3 2017.



Background:

The consultation and engagement phase of LTEP development was
preceded by the release of technical reports on the electricity and fuels
sectors.

o Each of these reports contained a ten-year review and twenty-year
outlooks to 2035 that were affected by CCAP initiatives and
assumptions.

The LTEP engagement process officially began on October 13, 2016 with the
release of the LTEP discussion guide, an in-person engagement schedule,
and the Environmental Registry Notice. The Environmental Registry notice
closed on December 16, 2016.

o The Ministry received over 1,500 submissions through the
Environmental Registry, emails and other channels.

Some stakeholders (e.g., ECO) noted that the energy supply outlooks in
LTEP technical reports do not align with Ontario’s 2030 emissions reduction
target.

o The Ministry will continue to work with partner ministries to help
develop policies and incentives for areas of the energy sector that
reach beyond the mandate of the Ministry of Energy (e.g.,
transportation, housing).

The Ministry received a memo from MOECC on April 10 2017, recommending
that Energy emphasise the following in the LTEP

1. Energy policies should consider GHG impacts, and the Ministry should
prioritize initiatives that are expected to result in a net decrease in
emissions.

2. Electricity system planning should consider the need for electrification
to achieve GHG targets.

3. Given the rapid change in energy technologies, LTEP should consider
multiple scenarios which reflect the impact of new technologies in
shaping energy supply and demand.

4. Policies should consider the potential impacts of climate change.

5. Energy system planning should strive to minimize environmental
impacts (including to air, water, and land).



e The Ministry shared its Premier’s Office deck that outlines a number of
considerations related to the points MOECC raised in its memo. These
included the following:

o Alignment between LTEP and CCAP;

o Range of outcomes;

o Ontario’s Fair Hydro Plan (OFHP);

o LTEP scope for the fuels sector;

o Technology-neutral energy planning;

o Electricity Conservation Target; and

o Customer Choice (Pricing Plans and Net Metering)

e The Ministry will strive to balance clean supply with the other four principles
outlined by the Energy Statute Law Amendment Act, 2016 in the next LTEP.
These principles include clean energy, as well as cost-effectiveness,
reliability, community and indigenous engagement, and conservation and
demand management.

e The LTEP will aim to be technology neutral. New technologies such as
storage and electric vehicles were taken into account in the IESO’s demand
forecasts which are being used in LTEP development; however the Ministry
will not promote specific technologies in its planning of Ontario’s future
electricity system.

e The Ministry is considering making necessary changes to implement capacity
auctions once IESO’s Market Renewal stakeholder initiative is complete.

e Capacity auctions can inject greater competition into Ontario’s electricity
market helping to ensure that capacity is secured at the lowest cost, leading
to lower bills for consumers.

e As part of this approach, the government will need to consider how best to
achieve climate change (e.g. setting carbon neutrality as an auction principle,
having generators with emissions pay for allowances through the cap and
trade system etc.)

e Development of the LTEP is being supported by the Ontario Planning Outlook
and Fuels Technical Report, that both considered a range of electrification
scenarios resulting from climate change policy.



The Ministry is considering measures in the LTEP that will enable the sector
to prepare and adapt to the effects of climate change.

Renewable Natural Gas (RNG)

e ENERGY and MOECC are in ongoing discussion to determine how best to
implement RNG in Ontario. The ministries have been working together on
a “hybrid /staged” approach that recognizes work already underway at
Ontario Energy Board (OEB) to develop analytical tools for assessing the
cost-effectiveness of RNG.

e A key consideration for further discussion with MOECC is the timing of
consulting on and filing of an RNG regulation:

o MOECC staff propose moving quickly to file by year-end 2017; and

o ENERGY staff propose waiting until the OEB’s analytical frameworks
are fully in place and the utilities have some experience with
integrating RNG into their supply plans.

Suggested Response:

| understand that ENERGY staff continues to discuss RNG
implementation and timing with MOECC staff, including the
development of a “hybrid” or “staged” regulatory approach.

Such an approach would recognize the work already underway by the
Ontario Energy Board (OEB) to develop analytical tools to make
informed decisions on the adoption of RNG by natural gas utilities.

o The OEB has over 50 years of experience and well established
processes to regulate the natural gas sector in the public interest.

Specifically, the OEB is aiming to establish a “common understanding”
of greenhouse (GHG) abatement opportunities such as conservation
and RNG. The OEB is also assessing the “cost-effectiveness” of these
opportunities based on a long-term outlook for carbon prices (i.e., over
ten years).

o In addition, the OEB is studying the supply availability, barriers
and enablers for including RNG in the natural gas supply mix.
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e The OEB’s current analytical work and general experience with “system
gas” customers provides a strong foundation to further inform the
government and stakeholders for RNG implementation (i.e., both system
gas and non-OEB regulated natural gas consumers).

e | would encourage MOECC to utilize the findings of the OEB in
developing its plan to consult on and implement a fuel standard
regulation (i.e., minimum RNG requirement).

Background:

OEB Regulatory Activities

e On September 26, 2016, the OEB released its Regulatory Framework for the
Assessment of Natural Gas Utilities’ Cap and Trade Activities. To support the
OEB'’s assessment of natural gas utilities’ cap and trade compliance plans,
the OEB committed to developing the following analytical tools:

o Marginal Abatement Cost Curve (MACC): 10-year generic estimate of
the $/tonne cost of GHG abatement activities (e.g., conservation,
RNG) to be used by utilities and the OEB in evaluating compliance
options; and

o Long-Term Carbon Price Forecast (LTCPF): 10-year consensus
forecast to be used by utilities and the OEB in evaluating the cost-
effectiveness of greenhouse gas (GHG) abatement activities versus
purchasing allowances.

Note: ENERGY and MOECC staff are participating in the OEB working
groups for these initiatives.

e OEB advises that the final MACC and LTCPF are expected by the end of
June 2017. These analytical tools will help to inform the development of the
natural gas utilities’ cap and trade compliance plans. OEB expects the
utilities to file their compliance plans by August 2017.

OEB’s Role in RNG Implementation

e In December 2016, the Energy Minister wrote to the OEB on advancing RNG
implementation. On March 16, 2017, the OEB announced the launch of its
Framework for the Assessment of Distributor Gas Supply Plans, which
includes consideration of RNG.
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e On April 26, 2017, the OEB announced the establishment of a Technical
Working Group to gather input from stakeholders and assist OEB staff in
developing the Framework, with an initial focus on RNG.

o Key issues for the working group will include understanding the current
RNG marketplace, availability of RNG supply and key metrics for the
OEB to evaluate the appropriate contribution of RNG in the gas supply
mix.

o ENERGY staff will participate in the working group.

e The gas supply framework is expected to be finalized by the end of 2017.

MOECC'’s Regulation Process with Respect to RNG

e MOECC staff propose the following implementation timelines:

o Mid-August: ADM-approved MTCC materials due to Cabinet Office
(CO);

o September: MTCC meeting (TBD);

September/October 2017: Stakeholder consultation on regulation;

o November/December: MOECC and ENERGY take regulation to LRC;
and

o End 2017: Regulation proposed to be filed.

(@)

Note: MOECC advises that it is still interested in a regulation that would begin
with a minimum RNG requirement in 2020 for regulated utilities and for
marketers/direct purchases in 2025.

e In June 2016, the Climate Change Action Plan (CCAP) outlined an initiative
to establish a low carbon requirement for natural gas: "Ontario intends to
introduce a renewable content requirement for natural gas and provide
supports to encourage the use of cleaner, renewable natural gas in the
industrial, transportation and buildings sectors".

e The CCAP commitment did not specify a level of RNG content. However,
the accompanying modelling assumed 2% of total natural gas demand was
to be met by RNG by 2020.

o The natural gas utilities have suggested RNG supplies of "up to” 2% of
the system gas customers by 2020 (Note: System gas customers are
those who buy the natural gas commodity from their utility and they
account for about 50% of total demand).

o The Fuels Technical Report noted a 2015 ICF International study
undertaken for Enbridge Gas and Union Gas forecasting Ontario’s
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potential RNG supply reaching 155 PJ (nearly 4.3 million cubic meters)
per year by 2035 (i.e. about 16% of current natural gas demand).

5. Free Overnight Electric Vehicle Charging

e The Climate Change Action Plan committed to a four-year, free overnight
electric vehicle (EV) charging program for residential and multi-unit residential
customers to start in 2017. MOECC received Treasury Board approval to
allocate only $8.7 million for this program, down from the $15 million
provisionally allocated in the CCAP.

Suggested Response:

e The program contemplated in the CCAP has two general objectives.
The first is to incent the purchase of EVs with the promise of free
electricity. The second is to encourage overnight charging instead of
during peak times when natural gas plants are in use.

e With the original $15 million allocation — and now $8.7 million — a free
overnight charging program will fall short of achieving either of these
objectives. However, the Ministry is still scoping program options,
which will be described in a program design submission to MOECC.

e There would be added value across government and for stakeholders if
the overnight charging program focused on the collection and analysis
of detailed data on the driving and charging behaviour of EV owners.

We recommend that this program be deployed as a small-scale time-limited
program, in cooperation with a limited number of LDCs to gather analyse
and share detailed data on EV behaviour. Background:

e Discussions between ENERGY and MOECC have been held at senior levels
to discuss the challenges related to delivering on CCAP objectives for
overnight charging. Ministry staff is continuing this discussion with MOECC
staff.

o At the first meeting on April 5, ENERGY provided an overview of its
technical analysis and associated costs as they relate to the “free” and
“overnight” concepts. MOECC provided feedback on expectations and
will test some ideas / concepts with senior management.
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o More discussions are needed to address the gap between a program
that fully meets the CCAP commitment and the program that can be
delivered within the available funds. These may include additional
ministries doing EV CCAP projects to help scope the full spectrum of
incentives, which will help frame how overnight charging lines up
against other activities.

The average cost of charging an EV overnight around $15 to $20 per month
at current Time-of-Use rates. The Ministry estimates that, using the $8.7
million of allocated funding, credits to the expected 55,000 EV owners will be
no more than $5 per month. If administration and program operating costs
are added in order to incentivise EV owners to charge overnight, the credits

The Ministry has been allocated ~$2M for the fiscal year for the EV overnight
program.

To maximize value-for-money, a targeted time-limited project on a small-scale
— with no more than three LDCs — could generate valuable data on EV
behaviour while addressing all of the program objectives.

o A Transfer Payment Agreement with cooperating LDCs could be in
place by late Summer 2017. Staff recommends that data is collected
for at least 12 months.

o Analysis on early and preliminary findings could be produced by the
end of 2017, at which time the Ministry can assess the implications of
extending the program across the province

o Data from this program could be used to optimise the location of public
charging stations, the planning and reinforcement of electricity
networks, and validate assumptions of the GHG reductions associated
with other CCAP EV actions.

o ENERGY has extensive experience through operation of the Smart
Grid Fund of contracting for and oversight of similar innovation projects
and proposes to utilise this knowledge and experience to project
manage this EV project.
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OTHER POSSIBLE TOPICS OF DISCUSSION:

6.

Microgrid Funding

ENERGY was directed in the CCAP cabinet minute to work with Ministry of
Indigenous Relations and Reconciliation (MIRR) and MOECC to develop a
program to support the use of microgrids to reduce diesel use in remote First
Nation communities.

The microgrid initiative was not recommended for CCAP funding in 2017-18
fiscal year.

Suggested Response:

ENERGY is working to draft a cabinet submission to bring forward for
policy approval for this initiative in the coming months.

ENERGY has discussed the proposed approach with MIRR and MOECC,
and will be seeking to organize a director-level meeting in the coming
weeks to review and solicit feedback on the draft submission.

The microgrid program that we are proposing will be designed to
complement existing initiatives, and enable diesel reduction projects to
move forward in a timely manner. ldeally, these projects will be
supported (up to 100%) by both provincial and federal funding.

ENERGY continues to request that MOECC consider our initiative for
funding in 2017/18, to support ongoing program development activities.

Since ENERGY was unable to spend the full amount of GIF funding
allocated to microgrid projects, | would ask that you consider re-
allocating this money to support ENERGY’s ongoing work to develop a
new microgrid program.

Background:

The Climate Change Action Plan (CCAP) states that: Where community
support exists, Ontario would work with First Nation organizations to develop
advanced microgrid solutions in First Nation communities...These projects
would support economic growth by reducing reliance on diesel fuel and
enabling stable, predictable sources of power. Projects would focus on
renewable energy such as biomass, solar, and waterpower.
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The CCAP cabinet minute tasked ENERGY and MIRR with working with
MOECC to develop and report back to Cabinet with an implementation plan to
work with First Nation governments and organizations to develop a program
for low or no carbon energy powered microgrids and other alternative energy
projects

ENERGY has been leading the work on this minute over the past months,
and has been engaging with MIRR and MOECC to ensure that they are in
agreement on the recommended approach.

ENERGY submitted a GGRA request to support our proposed path forward
on this initiative, including a request for $500,000 in 2017-18 to support our
work engaging with communities to develop the requested
program/implementation plan.

Cap and Trade in First Nation Communities

MOECC has been directed to consider exempting certain fuels delivered to
reserves for use by First Nations from the program.

This was proposed later in 2016 to compliment the Climate Change Mitigation
and Low-carbon Economy Act, 2016, but is not a minuted CCAP action.

Suggested Response:

ENERGY is interested in keeping informed of MOECC’s progress on this
initiative.

Given the number of rate mitigation and Indigenous energy programs
that the Ministry of Energy is responsible for, it will be good for us to
stay informed to ensure that our ministries are aligned in our
approaches.

ENERGY is happy to continue to share our knowledge and experience of
legal and / or implementation issues with MOECC to assist with issues
that may arise as you develop a plan for providing relief to remote
communities in the face of increasing costs as a result of Cap and
Trade.
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Background:

MOECC staff have informed ENERGY staff that they are in the process of
developing materials to use to consult with petroleum producers and
distributors.

There are no measures in place for 2017, and while RemoteCo serviced
communities are not expected to be impacted in the short-term, communities
served by Independent Power Authorities (IPAs) are expected to experience
a moderate impact due increased fuel costs.

MOECC has reached out to INAC at the staff level to discuss funding
pressures in IPA communities, and are working to draft an official letter from
the MOECC to Minister Bennett highlighting this issue and seeking their
support.

ENERGY staff understands that MOECC is considering regulatory
amendments to compliance obligations (effectively exempting fuel distributors
from buying credits for fuel that will be delivered to First Nations). However
MOECC still needs to consult with industry stakeholders to understand how
such an amendment would be administered (this could be challenging given
that the fuel changes hands several times between producer and final
destination in First Nation). Any mitigation measures would need to be in
place by fall to apply in 2018.

The Environmental Bill of Rights Registry for the final greenhouse gas cap
and trade regulation proposed a complementary regulation under the Climate
Change Mitigation and Low-carbon Economy Act, 2016. The proposed
regulation would provide for First Nations impact mitigation, by excluding
certain fuels delivered to reserves for use by First Nations from the cap and
trade program. MOECC is currently working on recommendations for how to
fulfil this direction, with a focus on the remote diesel-reliant First Nations.

o Inthelong term, ENERGY’s work to reduce diesel use in remote
communities (both through grid connection and through a microgrid
program for un-connectable communities) will serve to offset the
impact of cap and trade; however, in the interim, MOECC would like to
MOECC establish an alternative way of assisting First Nations with the
impacts of elevated diesel prices due to cap and trade.

ENERGY is not responsible for establishing the interim plan to protect remote
First Nations from the impacts of cap and trade, but staff have been offering
support and recommendations to support MOECC’s work, including:
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o Helping MOECC to understand how fuels are distributed to the
communities;

o Explaining the funding structures for energy costs in remote
communities (in both IPAs and RemoteCo-serviced communities), and
helping them to understand how remote customers might or might not
experience the impacts of higher cost for diesel under the different
models;

o Explaining ENERGY’s approach to applying the 8% rebate in IPA
communities; and

o Explaining ENERGY’s current approach to mitigating rates in First
Nations, including explaining the recommendations from the OEB
regarding First Nation rates.

ENERGY has encouraged MOECC to pursue an exemption; however,
MOECC feels that there are significant complexities associated with applying
such a policy.

MOECC has indicated that they may instead wish to provide a reimbursement
to RemoteCo and IPAs at a value in line with the anticipated impact on diesel
costs (approximately $.05/L), which could be refunded to LDCs on the basis
of fuel receipts remitted.

ENERGY has indicated to MOECC that our current suite of programs is not
suitable for meeting the objectives of this initiative (including options such as
relying on RRRP, or expanding the Ontario Rebate for Electricity Consumers
program)
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