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This report was prepared by Navigant Consulting Lid, (Navigant) for the Independent Elsctricity System Operator, The work
presented in this report represents Navigant's professional judgment based on the information available at the time this report was
prepared. Navigant s not responsible for the reader’s use of, or rellance upon, the report, nor any decisions based on the report.
MNAVIGANT MAKES NO REPRESENTATIONS OR WARRANTIES, EXPRESSED OR IMPLIED. Regders of the report are
advised that they assume all iabiities incurred by them, or third parties, as a resull of their reliance on the report, or the datg,
information, findings and opinions contained in the report.
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Conservation First Framework (Conservation First
Framework)

« 7 TWh of energy savings by end of 2020 delivered
to distribution-connected customers by local
distribution companies (LDCs)

*  $2.2 billion over 6 years, administered by IESO
*  $1.8billion for LDC Delivery Costs
*  $0.4 billion for Central Services Costs

* Evolving IESO-LDC relationships

* LDC conservation and demand management
(CDM) six year plans support consideration of
CDM in local/regional planning

Industrial Accelerator Program (Industrial
Accelerator Program)

*  $500 million six year budget; targeting 1.7 TWh
reduction, delivered by IESO to transmission-

connected customers

&
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Overview — mid-term review will be informed by input from interested parties,
analysis of lessons learned and an assessment of value realized through
Conservation First Framework and Industrial Accelerator Program

Per Conservation First Framework and Industrial Accelerator Program directions, review
must be completed by June 1, 2018

IESO initiated review Fall 2016 and will complete by Winter 2018

IESO will conduct a combined mid-term review of Conservation First Framework and
Industrial Accelerator Program given the interest and involvement of many parties in both
programs

Third party consultant hired for this initiative: Navigant Consulting

Review will focus on conservation targets/budgets, lessons learned on LDC funding models,
customer needs, conservation integration with regional planning and post-2020 approaches
to energy efficiency

Comprehensive engagement strategy to ensure all LDCs, customers, channel partners,
consumer groups, associations, other interested parties have meaningful opportunities to
provide feedback on framework success and challenges

Review outcomes to include plan and solutions to address identified issues

eso
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Objectives of Mid

Solicit input on opportunities and challenges of framework and identify
solutions for 2018-2020 period

Fulfill requirements of Direction and Energy Conservation Agreements
(ECA) between IESO and LDCs (see appendix A)

— Assess ability to achieve Conservation First Framework and Industrial Accelerator Program
targets (8.7 TWh) cost-eftectively with existing budget, targets and programs

— Determine if adjustments to targets/budgets are needed; identify potential options for addressing
needs and implement accordingly

Inform approach to energy efficiency for 2018-2020 and beyond

— Need plan for preparing market for transition and potential projects that could start post mid-
term but would not be completed by 2020

— Identity options/alternatives for cost-effective, reliable demand side management (DSM) solutions
that address local/regional needs

— Options to reduce reliance on incentives, provide best value to ratepayers where incentives are
required and support Ontario’s climate change objectives

ieso
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m review is reg

Directio

e March 31, 2014 Direction for Conservation First Framework:

“IESQ, in consultation with the Ministry of Energy and Distributors, shall no later
than June 1, 2018 have completed a formal mid-term review of:
i. the7 TWh target and the overall budget for achieving that target
ii. allocation of budgets and Distributor CDM Targets
iii. lessons learned on cost recovery and performance incentive mechanisms,
and
iv. CDM contribution to regional planning”

e QOctober 23, 2014 Direction for Conservation First Framework:

“...benefits calculated for the Total Resource Cost Test include a 15 per cent adder
to account for the non-energy benefits... value attributed to non-energy benefits
shall be subject to review at the formal mid-term review”

e March 26, 2014 Direction requires OEB to carry out mid-term review of
gas DSM framework to align with mid-term review of Conservation First
Framework

%’@g@
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M review is required by

¢ Initiate a mid-term review no later than June 1, 2017 of:
— 7TWh target
— Allocation of budgets and individual LDC targets

— Lessons learned on cost recovery and performance based incentives
— CDM contribution to regional planning

* As part of the mid-term review, IESO will examine:
— Eligible expenses compared to CDM plan budgets

— Progress toward LDC targets based on verified and reported electricity savings
from 2015-2017

— The Achievable Potential Study

e Where the CDM plan identifies a target gap, the LDC will re-submit the
CDM plan to indicate how the target can be achieved

* See appendix C for Mid-Term Review Guidelines that accompany ECA
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July 25, 2014 Direction for Industrial Accelerator
Program:

“IESQ, in consultation with the Ministry of Energy, shall no later
than June 1, 2018, have completed a mid-term review of the
Industrial Accelerator Program in regards to:

i. The 1.7 TWh target and the overall budget for achieving the
target;

ii. Lessons learned with respect to financing mechanisms; and

iii. Industrial Accelerator Program performance”
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ies of Mid

o Allocated LDC targets/budgets that are achievable
® Plan for addressing any LDC target gaps

e Plan/solutions to address outstanding needs identified by customers

— E.g. multi-site customers; low-income customers

e Plan for establishing a target exchange mechanism should one be needed

— Options presented/assessed for structure of target exchange: LDC only, open
market, others

* Tools to ensure Conservation delivers system value when/where needed

— Programs to address peak demand/local planning needs
e (Conservation programs to support Ontario’s climate change objectives

e Government direction (if needed) to achieve the above

e Options for delivering energy efficiency beyond 2020

ieso
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Conservation First Framework: Key issues to b

Budget/
target allocation

. Whether adjustments are needed at provincial level or between/amongst

. Options to address remaining target gap e.g. trading/auction amongst LDCs;

LDCs and options for adjustments/reallocations
i.  Establish mechanism to support LDC target adjustments

open competition to market

Cost-effective
resource
acquisition

n T op

o

. Alignment of cost-effectiveness inputs between electric and gas utility

Lessons learned on cost recovery and performance incentive mechanisms
Uptake/obstacles to adoption of pay-for-performance funding approach
Impact of gas/electric distributor collaboration on delivery costs

Program ability to reduce incentive reliance/create sustained energy efficient
practices

Review of non-energy benefits adder

Analyze the impact of (potential) changes to avoided costs

programs

Cost-etfectiveness by sector (including an analysis of acquisition costs vs. cost
effectiveness)

eso
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Conservation First Framework: Key issues to b

Collaboration amongst a. Challenge of coordination between multiple utilities
LDCs, gas utilities and b
other opportunities

. It/how differences in programs and budgets amongst LDCs and
between LDCs and gas utilities impact collaboration

c. Savings attribution/cost sharing

d. Brand awareness/customer relationship (challenges, opportunities
and potential solutions)

e. Explore collaboration opportunities with other government funded

initiatives
Governance and LDC a. Review of framework governance structures to ensure roles and
Collaboration responsibilities still align after mid-term review

b. LDC Collaboration — investigate relationships and whether there is a
need to enhance collaboration efforts

Integration with regional | a. Opportunities for local deferral of investments in transmission and

planning distribution through targeted energy etficiency investments

b. Impact of energy-only targets on CDM integration with regional
planning (and whether demand targets should be established)

eso
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Conservation First Framework: Key issues to b

Customer/ a. Satisfaction of customers with facilities in multiple LDC service areas

Market b. Integration of CDM/DSM into business practices/lifestyle (less reliance on
engagement/ incentives)

satisfaction c. Customer impact of multiple/different program offerings across the province;

success of implementation of local programs to address local opportunities or needs
d. Coverage & budget/target allocation among customer segments
e. Save on Energy brand value and market research
f. Customer satisfaction with programs (including LDC and IESO administered

components)
Alignment with | a. Opportunities for alignment with the Climate Change Action Plan (CCAP),
climate change including potential structure of a GHG reduction target to complement energy
action plan targets and opportunities to support energy efficient electrification
(CCAP) b. Potential effect of CCAP on Conservation First Framework budgets, targets and
objectives programs

c. Impact of cap and trade on Conservation First Framework programs (including
combined heat and power behind the meter generation)

d. Moving to energy efficiency/DSM (right energy for right use at right time/cost)

e. Integrated planning (distributed generation, energy efficiency, storage, fuel-
switching)

f. Where/how voltage reduction can/should be encouraged vis a vis CDM/DSM

Central services

a. Review central services/processes and opportunities for improvement
b. Potential new tools to support LDC program development (e.g. P4P)
c. Potential support for CDM plan redevelopment if targets/budgets are adjusted

IESO-N-0026899



Accelerator P

Budget/target Whether adjustment to target and budget needed

Options for adjustments

oo

Customer/Market engagement/ Both active and non-participants considered

satisfaction . Integration of CDM/DSM into business practices (less reliance
on incentives)

c. Efficacy of the current program approach

ISH

Cost-etfective resource acquisition Impact of gas/electric collaboration on cost-effectiveness

Success of account manager model

SR

Integration with regional planning | a. Opportunities for local avoided infrastructure costs

Integration with greenhouse gas a. Opportunities for alignment with the Climate Change Action

(GHG) reduction activities Plan (CCAP), including potential structure of a GHG
reduction target to complement energy targets and
opportunities to support energy efficient electrification

b. Moving to energy etficiency/DSM (right energy for right use

at right time/cost) and possibility of integrating a GHG

reduction target into program

Integrated planning

Cap and trade impacts on environmental attributes

Q.0

Non-energy Benetfits Economic development impacts (job creation /retention)

Environmental attributes
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Inputs for assessment of framework elements

e Input provided by interested parties through open engagement
e Achievable Potential Study
e System planning projects per Long Term Energy Plan (LTEP)

e Lessons learned from Evaluation, measurement, verification
(EM&V)

e Analysis of LDC eligible expenses vs. budgets
e Analysis of verified and reported 2015 - 2017 results

e Review of resource acquisition approaches in other jurisdictions

e Assessment of non-energy benefits of energy etficiency

IESO-N-0026899



e Comprehensive, open engagement adhering to IESO principles to ensure all
LDCs, customers, channel partners, other interested parties have meaningful
opportunities to provide feedback for consideration by the IESO

e Multi-stakeholder advisory group formed as part of the engagement and

includes the following members:

— Five LDCs (representing different size utilities, regions)

— Five customers (representing a mix of sectors, and distribution/transmission
connected customers)

— One service provider

— One manufacturer

— IESO (Chair plus support staff)

— Observers

e Planned public engagements:
— April 18, 2017: Comments on customer and market engagement summary report
—  May-Oct. 2017: Comments on relevant issues and insights from monthly topics-
based summary reports (2-3 public engagements planned)
— Q1 2018: Comments on key topics from the draft final Mid-term Review Study
report

eso
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SECTION 2:
PROJECT PLAN

I Deliverables and Key Activities

i Topic Based Reporis

L Market Ressarch

V. Opportunities Analysis & Final Report
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The ssues identified by the IESO were grouped into eight major topics thal will guide the Framework Review through four key
activiies cutlined below,

Customer and
market
engagement and
satisfaction

Definition of CDM

Collaboration

Governance &

oparations

Planning

integration

Non-energy
benafity

Chmate change

HBudgsls, targsls,
oost effactiveness

March 185

Aprtd 20
Aprd 20

Judy 13

Judy 13

August 17
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The graphic below Hllustrates the deliverables and key aclivities that are planned (o achieve the objectives of the Conservation
First Midlerm Framework Review,

Stakaholder feedback

Cuslomer &
engagemnent

Go

Pranni

Ot AG

ALDCs working groups, IESOY

Sehaduling sessiong
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Are programs mesting the needs of the customer? is the framework dself creating challenges for the customer or marke!

actors who could support COM/Demand Side Management (DEMY? Are there any customer or seclor specific gaps inthe

framework? How can the customer expernence be improved? How do customers view the Save on Energy brand? How can
customers’ perceplion of the Save on Energy brand be improved?

arvation Firs
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How has the definition of CDM changed over ime in Ontario? Is the current definition appropriate (o achieve the policy
objsctives of the framework and to align with Ontaric’s broader GHG reduction goals? How does the definition of CDM In
Ontario align with the definition of COM/DEM in other juwrisdictions?

v evolution o %*é;a
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Have the sxpecied cuicomes of delivery efliciencies and customer convenience been achieved through collaborative efforts
undertake (o date? What other outcomes has collaboration generated? Should additional collaboration be enabled? If so,
now? I not, why not? What are the barmers o collaboration and what are soms oplions (o tackie thess barmers? If
coltaboration should be encouraged, are there structural changes that can be addrassad in the current or fulure frameworks

(2020+)7

on Fi .
oliaboration aclivilies that

ive engagements (g, ap

NAVIGANT

IESO-N-0026899



Are the structures, internal processes, and accountabiliies In place effective and sfficient” What can be done to improve thess
structures? Are thers additional tools andéor changes that can beller support framework obiactives? What could futurs
frameworks look ike”? What are some key considerations thinking beyond 20207
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How do the programs and framework fit into the broader energy and climaie picturs (Ioday and in the short, medium, and long-
term)”? What can be done with respect o the approach, performance metrics (fargets) measurement and govemance (o
improve the value of energy efficiency 1o broader energy and climate policy and planning? What are the opportuniiies for
further integration of COM in regional plans?

il be reviewed

NAVIGANT
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Wihatl other benefils are observed from the programs beyond eleciricily savings? How can these benefils be appropriately
captured and communicatad? Are there any changes thal nead (0 be made (o betler caplure these benefiis? Basedon g
review of the IESO's planned non-energy benefits study.

arvation First B
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What does more aggressive climate policy mean 1o the framework, the future of COM design and delivery, and customers?
How can customers take advaniage of the opportunities within this new policy?

NAVIGANT
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Ars targets and budgets appropriate o achieve framework objechives? Whal infrastructure must be in place 1o enable
approprate targets and budgets to caplure the opportunities and reduce the barmers? Arg the melnes thal measure success
appropriate? What are some possible melncs for the second half of the framework and beyond 20207

dustments

= Provincial adusiments, options for

adjustment
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Market research to obtain input and inform the analysis s foundational 1o this review,

Each planned achivity will be supporied by individually defined markel ressarch objeclives developed with the 1ES0 to ensure that
activities are designed to achisve desired ouicomes,

There is a continuum of market research that leads o different outcomes, We recommend a collaborative approach that will engage
LDUs and other groups more actively in the problem identification and subsequent generation of opportunities, given their oritical role in
delivering conservation resuits into the markeiplace.

Haboration |

NAVIGANT
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The themes are proposed to guide market research. Groups and the method of cutreach are summarized in the table below and
will be refined through a detgiled market research plan for IES0 and Advisory Group review.
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Findings for the topic-based reports wilf be
consolidated and chroulated to understand
the currant state of each topls.

Market research and analysis will Wlentify issues
and spportunities associated with each topic.

s

- Navigant will investigate the benefits and costs of
implementing each change and work
collaboratively with the Advisory Group and IESG
i priovitize the gaps {Le., what is feasible 1o
implement within the balance of the Framework)

Creating & roadmap witl (ake 2 deeper dive Into the
people, processes, partnerships, and ools reguired
to implament the priority gaps and will provide a

DR eips
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Navigant has mapped sach of the key issues identified in the RFP for the Conservation First Framework and industrial
Accelerator Program (o the seven themes discussed iy an earlier shide. The inpuls are designed 10 address all issues identified
within the RFF

gvamance and
operalions
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Govermnancs and
oparations

3
$REENAR
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\ Integrated planning L \\
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Broader policy specified in the Long Term Energy Plan (2013): Conservation is forecast to increase from &
percent of energy production in 2013 {0 16 percent of energy production in 2032, LTEP forecasts reaching this
through the use of programs and improved codes and standards.

S

Select gquotes from the LTEP 2013 pertaining to CDM:

NAVIGANT
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Role of COM

«  Specific aclions and initialives

«  Detalled principles for the Conservalion First Framework (Conservation
First Framework) and Industrial Accelerator Program {(Industrial
Accelerator Program)

March 31, 2014 Direction for Conservation First Framework: "IESO, in

consultation with the Ministry of Energy and Distributors, shall no iater than

June 1, 2018 have compileted a formal mid-ierm review of.

L the 7 TWh target and the overall budget for achieving thal target

. aliocation of budgets and Distributor COM Targets

i lessons learned on cost recovery and performance incentive
mechanisms, and

v, CDM contribution to regional planning”

July 28, 2014: "IES0, in consullation with the Ministry of Energy, shall no
later than June 1, 2018, have completed a mid-term raview of the
ncusinial Accelerator Program in regards 1o

. The 1.7 TWh target and the overall budget for achieving the larget,

I Lessons learned with respect o financing mechanisms; and

|
é
i
i, Indusinal Accelerator Program performance”

NAVIGANT
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LTEF contains several statements related {0 customer and market engagement and satisfaction, some examples include:
Stability and Cholce

« “There will be long-term, stable funding for conservation so that customers and LDCsg have the certainty they need o implement and deliver
rograms.”

« “‘Customers will be given more program cheice along with streamiined oversight and administration.”

Awareness and Information

« “Thers will be renewsd efforts 1o despen consumer awarenass of conservation, and more broadly, of the elechricily system.”

« “The Green Button initiative will give consumaers access to thelr energy data and the abllity to connect to mobile and weab-based
applications so they can analyze and manage thar energy use.”

« “Tohelp consumers choosge the most efficient products for thelr homes and businesses, Ontario will provide information and incentives; #
will also continug 10 show leadership in establishing minimum efficiency requirements for products such as waler heaters, clothes dryears,
felavisions, fluorescent lamps, motors and bollers”

ProgramdSector Specific

« “‘Conservation programs for low-income residential customers will be improved.”

« “For Aborigingl communities, the role of LDCs in the delivery of conservation programs will be enhanced, particularly for on-reserve First
MNation customers.”

» Industrial and transmission-connected customers will continue 1o have access 1o the OFA’s conservation programs, which will be
expanded 10 faciliiale broader program choice and financing flexibilily”

ther

< “The government will work to make new financing tools available (o consumers starting in 2015, including on-bill inancing for energy
sfficiency retrofits”

NAVIGANT
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Ministerial Directions to the [ES0 further define the policy around customer and market engagement — The 2014
Lonservation First Framework Direction includes reference to customer choice, streamlined administration, making
programs available to all sectors and serving customer with location across muiliple service territories:

« “Customers will be given more CDM program choice aglong with streamiined oversight and administration.” "There will be
renawed efforts o deepen consumer awarenass of CDM and how # relates more broadly to the electricity system.”

» “The role of Distributors in the delivery of CDM programs (o on-reserve First Nation customers will be enhanced”

« “The OPA shall support Distributors in designing a core set of Province-Wide Distributor COM Programs for the following
segments of distribution connected customers to make avaiable Tor debvery in Distrnbutors’ licensed service areas: L
Residential, i Low-income, il Small business, iv. Commaercial {including multi-family bulldings), v. Agriculiural, vi.
institutional, vt Industnal

« “The OPA shall encourage Distributors to maximize administrative and delivery efficiencies by utiizing appropriate program
delivery models, Specifically, the OPA and/or Distributors shall provide enhanced co-ordination efforts with regards to;

a. Cpportunities to target consumers with multiple locations across several licensed service areas (8.¢. national accounts)
and COM measures delivered or promoted through provincial or national channels {e.q. relailer in-store rebates or
coupons), and

b CDM activities, including, but not limited to, the marketing, procurement and delivery of CDM measures and/or services
where these will afford significant administrative cost and/or delivery efficiencies (e.g. ¢all center, rebate fulfiliment and

Y o8

appliance de-commissioning)

NAVIGANT
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March 2014 Conservation First Framework Direction on Marketing and Qutreach:

« "The OFA shall be responsible for province-wide marketing and mass meadia buving for Province-Wide Distributor CDM
Frograms under the saveNenergy brand.”

» “The OPA shall work with Distributors to ensure Province-Wide Distributor CDM Programs and Local Distributor COM
Programs are consistently marketed under the saveONenergy brand [L..] The OPA may also work with Distributors to
provide tham with the advantages of scale”

« “The OPA shall make the saveUNenergy brand available (o the Gas Distributors for marketing of natural gas conservation
orograms on terms that the OPA may negotiate with Gas Distributors”

{zuiding Principle:

= “Distributors are the face of electricity conservation {o their customers in all sectors.”

July 2014 Industrial Accelerator Program Direction includes the following guiding principles:

o “The Indusirial Accelerator Program will be available {0 new and existing industrial, commercial and institutional customers
which are directly or indirectly connected (o the IESO-controlied grid”

= “The Industrial Accslerator Program will Taciiitate broad program choice, including, without imidation, programs offering
ncantives for eligible process optimization, refrofits, new construction and energy managers. The Industrial Accslerator
Program will also facililate flexibilily inrespect of financing proscts.”

NAVIGANT
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LIEP refers simply to “Conservation™ as a broad term. The current landscape of demand response [DR) initiatives
was laid out in the 2013 LTEP which charged the former-ES0 with evolving current programs and integrating DR into
the grid:

» COntario s aiming to use DR o mest 10% of peak demand by 2025, squivalent to approximately 2 400 MW under forecast
conditions. To encourage further development of DR in Ontario, the 150 will evolve existing programs and introduce new
mitiatives. [..]1 The IES0, as the system operator, is in the best position to enable these large consumers to provide DR o
the grid in a manner that puts DR on par with comparable generation options.”

2014 Ministerial Directions to OPA {now 1ESO) for Conservation First Framework and Industrial Accelerator Program

provide the following definition of CDM:

«  Consarvation First Framework

“The OPA shall congider COM 1o be inclusive of activities aimed at reducing slectricity consumption and reducing the draw from the
alectricity grid, such as gaothermal heating and cooling, selar heating and small scale {Le. <10MW) behind the meter customer
genergtion. However, CDM should be considered 1o exclude those activities and programs related 1o a Distributor's investment in
new mfrastruchure or replacement of exigling infrastruchure, any measuras a Distributor uges o maxmize the efficiency of 118 new or
existing infrastruchure, activiies promoted through a different program or initiative undertakan by the Government of Ontario or the
OFA, such as the OPA Feed-in Tanff (FIT) Program and micro-FIT FProgram and activities related {0 the price of electricity or general
aeonomic ackivity”

o Indusinal Accelerator Frogram

“The OPA shall consider COM 1o be inclusive of acliviies aimed &t reducing electricily consumption and reducing draw from the
glecinicly gnd, ncluding behind the meter customer generation”
Dec. 2016 Ministerial Direction 0 1ESO
= “The final FIT application period will be held in 2016, The £SO shall cease accepting applications under the FIT program by
Decamber 31, 2016 and any unallocsted procuwremant target at the end of the procuremeant procass will remain unallocated.”

NAVIGANT
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LIER refers to a coordinatsd approach: "The government is commiited o promoting 8 coordinated approach for all
customers, ncluding both slectriclty and natural gas ulilitiss”

Ministerial Directions to the [ESO further define the policy arcund collaboration — March 2014 Conservation First
Framework Divection relating to LDC Collaboration:

= “The OPA shall encourgge Distribuiors (o aggregate Distributor COM Targets with neighboring Distributors to develop 21
regional CDM targets for the period January 1, 2015 to December 21, 2020, The OPA shall encourage Distributors {0 work
cooperatively to develop regional COM Plans to meet the regional COM targets.”

« “The OPA shall encourage Distributors (o maximize administrative and delivery efficiencies by utilizing appropriate program
delivery models. Specifically, the OPA and/or Distributors shall provide enhanced coordination efforts with regard
o

a) Opporiunities (o target consumaers with multiple locations across several livensed service greas (e.g., national accounts)
ardd CDM measures deliverad or promoted through provincial or national channsls (e.g. retailer in-store rebates or
couponsy, and

by CDM activities, including, nut not imited to, the marketing, procurement and delivery of CDM measuras and/or services
where these will afford significant administrative cost and/or delivery efficiencies (8.¢., call centre, rebate fulfiliment and
appliance de-commissioning).”

March 2014 Conservation First Framework Direction relating to collaboration with gas distributors:

« “The OPA shall require Distnibulors, where appropriate, (o coordinate and integrate Province-Wide Distributor CDM
Frograms and Local Distributor COM Programs with natural gas distribulor ("Gas Distnibulors”) conservation programs 1o
achisve efficiencies and convenient integrated programs for elecinoily and natural gas customers.”

« “The OPA shall require Distribulors, where appropriate, {0 coordinate and integrate low-income Province-Wide Distributor
COM Programs and Local Distributor CDM Programs with Gas Distribution low-income conservation programs.”
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July 2014 Industrial Accelerator Program Direction:

= “The OPA shall, where appropriate, coordinate and integrate the Industnial Accalerator Program with natural gas distributor
conservation programs 1o achieve efficiencies and convenient integrated programs.”

June 20186 Direction to the [ESO detailed the Whole Home Pillot and Pay-for-Performance Program requirements — the
Whole Home Direction sets out {0 encourage a coordinated approach to delivering CDM for electricity and gas o
homeowners:

= “The IS0 shall, in consuliation with Distributors, centrally design, fund and deliver two CDM programs {("Centrally-Delivered
Programs™y [ ] b A province-wide whole home CDM pilot program for residential consumers (Whole Home Pilot
Program’).

= “The 250 shall, where appropriate, deliver Centrally- Delivered Programs in coordinalion with natural gas distributors. The
IS0 may manage s relationship with the natural gas distnibutors on a non-competitive basis”

= “implementation of the Multi-Distributor Program and Whole Home Pilot Program shall commence by the end of the Fall of
20187
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LTEP refors to the role of LDCs in the 2001 5-2020 Framework:

« “ln coliaboration with s agencies and partnars, the mmistry will work on new conservation miiatives, significantly ncreass
Demand Rasponse capability, and give LDCs a greater role and more flexibility to addressiocal conditions.”

» “Subiect to further discussion with our pariners, the government intends o build the new Framework on the following
principies: There will be long-term, stable funding for conservation so that customers and LDCs have the certainty they need
to implement and deliver programs. 1.1 LDCs will have accountability for mesting their assigned conservation goals, and
will be provided the authority and means for mesting them cost-effectively”

The March 2014 Direction to OPA for Conservation First Framework and industrial Accelerator Program delve into
more detall around govermnance {paraphrased below due (o volume of clauses devoled {0 this topic:
« Summary of Conservation First Framework Governance:

«  New streamibined contract between OPA and LDCs {inow ECA), support to LDCs in submitting CDM plans, LDCS will have
flexibility to design, deliver and administer province-wide and local programs

« Summary of operational direction for Conservation First Framework

» Streamlined review and approval process for COM plans and programs with established guidelines — 1o be reviewed
within a 80 day review service standard

o Approval erifena; approve unigus programs that avoird marketplace confusion and duplication, programs that incent
measures with longer espans and savings persistence and deliver system value &l pealk imes, programs that are cost-
effective (TRC and PAC)

« LDCs can make changss to COM plans on an annual basis or more frequently
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December 2016 Direction to IESO re; Delivery of Province-wide Programs:

» “Where a Distributor with eligible program paricipants is not making an approved Provines-Wide Distributor COM
FProgram{s) available to eligible program parlicipants n its icensead service area, the [ES0 shall deliver the Provinca-Wide
Distributor CDM Programis) in that Distributor’s Hicense service area if g Distributor has not submitted a revised CDM Plan
ndicating an intention 1o do so per the timelines in Saction 3.60).7 [May 1, 2017]

July 2014 Industrial Accelerator Program Direction on Governance:

« “The admnistration of the Industrial Accelarator Program will be streamilined and simplified, where appropriale, to
encourags greater participation in the program’

Dec 2016 Direction 1o industrial Accelerator Program re: distribution-connected facilities:

« “The IESO shall allow transmigsion-comnnected customers with distribution-connedctad sites 10 alect to have their
ransmission-comnectad and distribulion-connectad sites admimisterad through the Indusinal Accelerator Program. Any
associated elactricity savings that resull from distribution-connedctad sites participaling 1 the Industrial Accelerator Program
shall count toward Distributor COM Targets under the Conservation First Framework Direction.”
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1.1 EP does not refer (o nor-energy benefits but places an emphasis on the importance of evolving codes and
standards.

The October 2014 Conservation First Framework Direction Amendment to the IESO mentions the following:

@&

‘I ensuring that there is g positive benefit-cost analysis of each Distributor COM Plan and each Province-Wide CDM
Program and Local Distributor COM Program ulilizing the OPA s Total Resowee Cost Taest and the Program Administrator
Cost Test found in the OPA's Cost-Effectiveness Guids [ ] the OPA shall require that the benefils calculated for the Tolal
Resource Cost Test include a 15 per cent adder (o account for the non-energy benefits associated with Province-Wide COM
Programs and Loca! Distributor COM Programs, such as environmental, economic, and social benefils. The value atlribuled
10 non-energy benefits shall be subject o review al the formal mid-term review provided n section 8.1 of the March 2014
Direction”
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LIEP 2013 places conssrvation first in Regional Planning decisions:

«  "Regional plans will promote the principle of Consservation First while also considering other cost-effective solutions such
as new supply, ransmission and distribution investmenis”

The March 2014 Conservation First Framework Direction mentions the following:

= “Tha OPA shall encourage Distributors to aggregate Distributor CDM Targsts with neighboring Distributors (o devslop 21
regional COM targets for the period January 1, 2015 to December 21, 2020, The OPA shall encourage Distributors (o work
cooparatively (o develop regional CDM Plans to meet the regional CDM targets”

» “The OPFA shall encourags Distributors o incent CDM measures with relatively longer fespans and energy savings
persistence and shall consider the systam value of the measures, including reductions at peak times.”

The July 2014 Industrial Accelerator Program Direction mentions a similar requirement:

= “The OPA shall incent measures with relatively longer iifespans and energy savings persistence and shall consider the
system value of the measuras, including reductions at peak times.”
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LR 2013 refers o climate change in the following statement regarding coal generation and the addition of
renewables o the supply mix:

» “To date, Ontario has more than 18,500 MW of renewable energy onling or announced, which includas more than 8,000 MW
of hydroelectnic capacity and more than 8,500 MW of solar, wind and bicenergy capacily. This is remarkabile progress, and
Ontario is proud of the role rensewable energy s playing in the supply mix. This investment in clean, renewable energy
sources is helping Ontario reduce s reliance on fossil fusls. The coal phase-out is the single largest climate change
mitiative in North Amernca, reducing greenhouses gas emissions and air poliution.”

« “Ontario will phase in wind, solar and bicenergy over a longer period than contemplated in the 2000 LTEPR, with 10,700 MW
online by 20217

Dirgctions regarding Consarvation First Framework and Industrial Accelerator Program for the period of 2015-2020
reference the need {o incent measures that deliver system value and promote conservation at peak times — the
greatest opportunity for GHG reductions in ON is during peak times when natural gas generators are producing
electricity.

The Ministry of the Environment and Climate Change's Climats Change Action Plan, Ontario’s Cap and Trade
program and the introduction of the Regulation under Development for the Ontario Climate Change Solutions
Deployment Corporation should also be considered when assessing the policy considerations for Climate Change as
it relates to COM in ON

See next slide for further datsil
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MOECC's Climate Change Action Plan:
« Total estimated Greenhouse Gas Reduction by 2020: 8,832,000 Tonnss

New government greenhouse gas poliution target will be 50% below 2006 levels by 2030

2

Surnmary of actions related to current COM policy and framework in ON:

L]

Establishing & green bank that would help homeowners and businesses access and finance energy-efficient technologies to reduce
greenhouse gas poliution from bulldings.

Creating & cleaner ransportation system by addrassing greenhouse gas pollution from cars on the road today, by increasing the
availability of zerg-emission vehicles on the road tomorrow, by deploving cleaner trucks, and making transit more available.

Halting the ongeing rise in bullding-related emissions by giving Ontarians more choices, incentives and tools 1o make the right energy
choice for their homes and businesses, by providing better information about energy use by buildings and homeas, and by making new
buildings increasingly energy efficient over time.,

Making Ontario one of the casiest and most affordable risdictions in Morth America for homeowners and businesses to insiall or
retrofit clean-energy systems like solar, battery storage, advanced insulation and heat pumps, while helping 1o protect and support low-
income households, vulnerable communities and many renters from the cost impacts of carbon pricing.

Supporting a carbon market that drives the lowest cost greenhouse gas emission reductions. Actions in this plan, supporiad by cap and
trade proceeds, will halp business and industry make invesiments that reduce greenhouse gas poliution, This will halp save energy
costs, mprove productivity and global competitivensass, and protect and creats jobs.

Working in parinership with First Nations and Meélis communities 1o addrass climate change, with actions guided by Tradiional
Ecological Knowledges, and haiping 10 build capacily in these communities to participaie in the economic opportunities that may arise
from the actions.

Building on progress, leading by exampie and acting on opportunities 1o make government operations carbon neutral. Ontario will
achigve this by reducing greenhouse gas pollution across ouwr facilities, operations and procurament.
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Ontario’ Cap and Trade program began on January 1%, 2017

£

The cap limits how many tonnes of greenhouse gas poliution businesses and institulions can emit. The cap drops each vear o
encourage lower emissions. Companies can trade (buy or sell) allowances. For example, f a company @mils more greenhouse gas
asmissions than permitted by the cap, it could buy credits in order 10 comply. Credits would be available Tfor purchase from a company
that reduced s greenhouse gas emissions and have surplus cradits.

Cap and trade 18 projectad (o generate about $1.9 billion per vear in procesds. By law, svery dollar collected through cap and frade
must be invested — in a ransparent way ~ back into projects that reduce greenhouse gas poliution, such as: public transit, electric
vehicle ncentives, social housing retrofits.

Ordario has already committed 5328 million to the { : for projects that will fight climate change, grow the economy
and create jobs. These invesiments are part of our plan 10 secure g heaithy, clean and prosperous low-carbon future.

Mandatory participants: an electricity importer, a facility or natural gas distributor that emits 25,000 tonnes or more of greenhouse gas
SIMSSIONS per vear, & fuesl supplier that sells more than 200 litres of fust per vear

Yoluntary participants: Participation in the cap and trade program st mandatory for faciiities that generates mora than 10,000 but less
than 25,000 tonnes of greenhouse gas emissions per year,

Market participants: Companies without emissions (o report are still eligible to participate in the auction as a market participant. Market
participants can include individuals, not-for-profit organizations and companies without compliance obligations.

Description of Ontarieo Climate Change Solutions Deployment Corporation: "The corporation’s activities would focus on
reducing market barriers (o deployment of low-carbon technologies, ncluding through improved access o information,
mcentives, and strategic use of financial de-risking tools to encourage greater private sector investment, emphasizing fusl-
switching, energy storage and desp energy’
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LTEP 2013 provides context around the long-term conservation target to 2032 as well as cost-effectiveness testing:

» “The province expects to offsel most of the growth in electricity demand to 2032 using programs and improved codes and
standards. This will lessen the nead for new supply. Qur long-term conservation target of 30 TWh in 2032 represents a 16%
reduction in forecast gross demand for electricity — the equivalent (o more than all the power used by the City of Toronto in
2012 - ar improvement over the 2010 LTEP”

« “Cur agencies and pariners will achiave this goal with a combination of tools, including the Total Resouwrce Cost Test, the
Program Administrator Cost Test and a hurdie rate, 10 soreen program proposals. A hurdle rate would consider the cost of
delivering a conservation program against the avoided cost of procuring supply.”

Targets and Budget Allocation are clsarly defined in the March 2014 Conssrvation First Framework Direction:

« ‘T hereby dirgct the OPAto coordinate, support and fund the delivery of CDM programs through Distributors to achisve g
total of 7 TWh of reductions in eleclricity consumption between January 1, 2015 and December 31, 20201 .7

= “The OPA, in consultation with Distributors, shall develop an allocation methodology to aliocate the full 7 TWh among
Distributors. The allocation methodology may {ake into consideration Distributor CDM potential at a local and/or regional
level as identified in the OPAs 2014 energy efficiency achievable potential study, and other factors, as appropriate.”

» “The OPFA shall establish a budget allocation for each Distributor in consideration of the Distributor COM Target and CDM
Plan{...7
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March 2014 Conservation First Framework Direction addresses cost efflectiveness testing and exceptions:

« “The OPA shall enswre there is a positive benefit-cost analysis of each COM Plan and each Province-Wide
CDM Program and Local Distributor CDM Program utilizing the OPA's Total Hesource Cost Test and the Program
Administrator Cost Test found in the OPA's Cost-Effectiveness Guide [ ] The OPA will establish hurdie rates to consider the
cost of delivering Province-Wide Distributor COM Programs against the avoided cost of procuring supply”

= “The OPA shall [despite previous section] allow Distribulors 1o apply to the OPA for approval of Provincae-Wide Distributor
COM Programs and Local Distributor CODM Programs where cost effectivensass is not demonstrated if the program is: a)
targeted (o on-reserve First Nation customears, b designed for educational purposes, ©) a low-incoms CDM program”

The July 2094 Indusinal Accelerator Program Direction addresses budget, target and cost-effectiveness:

« “The OPA shall establish a budget to achieve a target of 1.7 TWh of savings through the Industrial Accelerator Program to
be met through projacts approved on or before December 31, 20207

= "The OFA shall evaluate achievement of electricity savings achieved through the Industrial Accelerator Program on an
annual incremental basis, based on the OPA's standard [EMEY protocols]

« “The OFA shall ensure that there is g positive cost-benefit analysis for the Indusirnial Accelerator Program utilizing the OPAs
Total Resouwrce Cost {TRC) Test and the Program Administrator Cost (PAC) Test found in the OPA&'s Cost Efectiveness
Guide [T
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This topic area will also explore funding mechanisms, delivary models, financing and resource acquisifion

LTEP 2013 cutlines a need for financing mechanisms for conservation:

= “The government will work 1o make new financing tools available o consumers starting i 2015, Thase tools will include on-
bill financing o help them with the upfront cost of making energy efficiency retrofits to conserve electricity and natural gas.
The government has already enabled municipal govermments (o offer Local Improvement Charges {0 recover energy
afficiency and renawable energy nvestments with repaymaent through property taxes. This allows consumers 1o save money
an thelr energy bill and pay off conservation investmenis over time as they recaive the banshis of conservation.”

The July 2074 Industrial Accelerator Program Direction also includes a mention of flexible financing:
« “The OPA shall facilitate flexibility In financing for Indusirial Accelerator Program projects”

« {Mid-term Review! “review of the Industnial Accelerator Frogram inregards (o L1 i2ssons lsamed with respedt (o fingnoing
mechanisms.”

The March 2014 Conservation First Framework Direction cutlines options for funding mechanisms and encourages
innovation:

= “The OPA shall, in consultation with Distributors, develop a cost recovery and performance incentive mechanism for
Distributors for making Province-Wide Distributor CDM Programs andfor Local Distributor CDM Programs available to
customers in thelr service areas.”

« 1+ull cost recovery (with tered performance incentive mechanism) and pay for performance (paid based on a pre-specified
value for each verified Kilowatt hour of slectricity savings achieved) are described in further detail following this section]

« “Innovalion and adoption of new technologies will be encouraged.”
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This topic ares will aiso explore funding mechanisms, delivery models, financing and resource scquisifion

The June and December 2018 Directions focus on delivering payfor-performance based programs fo non-residentisl
cusiomers:

« “The £SO shall, in consultation with Distributors, centrally design, fund and deliver two CDM programs ("Centrally-Dealivered
Frograms’y a. A province-wide pay-for-performance COM program for Multi-Distributor Consumers ("Multi-Distribudor

Frogram T
Amendment to July 2014 Industrial Accelerator Program Direction:

» "The IE50 shall undertake a pay-for-performance pilot program for customers that are eligible for the Industrial Accelerator
Program that is consistent with the Centrally-Delivered Pay-for-Performance Multi-Distributor CDM Frogram”
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