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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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This current state summary for the Budgets, Targets, and Cost Effectiveness {opic is segmenied info two phases. The table
below cutlines a description of the information presented during each phase. The current state summary reflects verified
and unverified resulls available as of sarly August, 2017 and CDM Plans as.of June, 2017, All resulls presented are net
and expressed al the end-user lavel

®

Phase | (August)

2 i

Phase Il (September)

Focus on Conservation First Framework, including a review of

« Current Province-wide progress (budgets and targets)

«  (uidelines and documentation supporting budget and target setting methodologies, targst
axchange, and performance incentivas

Discussion of potential oplions for target and budget realiocation and target metrics
Hefresh of province-wide progress
Review:

« Detailed/Granular Conservation First Framework resulls

&

Industrial Aceelerator Program resulls

&

Cost effectivensss resulls

L

industry benchmarking against verified results
» Scorecard for budgels, targets, cost effectiveness
Discussion of the mpact of allernate approaches on cost-affacliveness

Discussion of methodologies to move away from raditional incentives to cusiomers
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Thig current state summary will analyze available information and begin (o explore the ssues and opportunities of the key
guestions and focus areas listed below pertaining (o the Budgets, Targets, and Cost Effectiveness topic.

Fhase i

« Arethen oowith gosls
and m%iﬁy objectives”
»  Should 4 = be adiusted given framework goals and policy

@b;@{:tavgﬁ’? i’r’ 80, how? What about beyond 20207

= Should = be adjusted given framework goals and
policy objectives? If so, how” What about beyond 20207

Fhase i

* {}@ the detaled resulls provide any
might change how 0

i that

+ What are some alternate approacheas and what could be the
impact on oo wn? Are these approaches
appropri aie f@r i:%’ze S@mﬁd E‘zaEf of the framework? Beyond
20207

* W?‘z&i are somes methodologies to £
207 Are these m@i%‘mdﬁémgsm appropriate fz:z the
%mmﬁ %‘aaif of the framework? Beyond 20207

NAVIGANT
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Note: Legacy framework includes savings achnaved in 2015 from the 2077 fo 2014 Framework fowards CFF fargets, but does not consider
funding assoeiated with those savings, Unverified results are typically fagged at feast § months; 2017 unverified progress only represents &
months of data LOC forecasts include data from § LDCs that make up approximately 48% of the CFF farget. “includes Ceniral Services, legacy
spending dees not secrus fowards CFF budgsd

NAVIGANT

Source IESC and LDC dals
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Mofe: Legacy framework includes savings achieved in 2015 from the 2011 fo 2074 Framework fowards CFF targets, byt does notf considsr
funding associated with those savings, Unverified resulls are typically lagged st lsast & months, 2007 unveafied progress only represenis &
months of data Mincludes Cenfral Services | legacy spending does nof aoorue fowards CFF budget!

NAVIGANT

Source IESC dala
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«  Each LDCs 2020 target was divided by six o develop an annual value, the annual value was divided by the 2015 sales from
the OEB vearbook

«  Other junsdictions investigated rangs from Q.7 percent of sales to over 3 percent of sales
«  Provincially, 1.5 and 1.1 percent of saies was achisved in 2015 and 2016, respectively

NAVIGANT

Source; QEE Yearbook, IEE0 Date, Navigand benchmarking defa
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= First yvear acquisttion costs for the portfolio of residential programs ig lower than many of the other jurisdictions assessed as
part of g benchmarking assessmertd

»  Average 2011 1o 2014 framework first year acouisition costs for residential programs were between 3019400 and $0.53/kWh

(20186072}, Home Assistance Program (2016;
0.87)

NAVIGANT

Sourcer IEZC dala, Navigant benchmgrking data
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«  First year acguisition costs for the portfolio of commercial and industial programs is lower than many of the other
wnsdictions assessead as part of a benchmarking assessment

«  Average 2011 1o 2014 first vear framework acquisition costs for G&1 programs were between $0.09/4Wh and 50.22/kWh

Cther Business, High Performance New
Construction, Process & Systemns, Monitoring &
Targefing, Enargy Managers.

Note that SBL has a smaller budget than
refrofit, so it has a smalfer impact on busingss
program acquisilion cost

NAVIGANT

Sourcer IEZC dala, Navigant benchmgrking data
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«  Several programs show progress exceeding 2017 CDM Plan forecasts (Coupons, Heating and Coaling, Remaining
Husiness), however, most programs are under forecast

»  Note Unverified resulls are typically lagged at least 8 months, 2017 unverified progress only represents & months of data

Note 1. Remaining residentia] includes the New Construction and Home Assistance programms. The remaining business bar includes High
Ferformance New Consfruction, Existing Building Commissioning, Business Refrigeration incentive and the Audit Funding programs

NAVIGANT

Source IESC dala
I[ESO-N-0027125
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= The following slide provides a description of some polential target realiocation oplions
«  Combinations of options may also assist in solving the challenges identified

NAVIGANT
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«  The following slide provides a descrption of some polential target metric options
«  Combingtions of oplions may also assist in solving the challanges identified

NAVIGANT
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+  The following shide provides a description of some potential budget and performance incentive modification options
«  Combingtions of options may also assist in solving the challenges identified

NAVIGANT
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NAVIGANT

Source: Nevigant research, ACEEE
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«  Lltilities are moving away from direct cost recovery for funding CDM programs, and moving towards more cost effective
solutions, as well as raeducing reliance on incentives and shifting to more financing instead

« innihe LS., new non-incentive based mechanisms include: on-bill financing, property tax and loca! government fees, PACE
financing, and Energy Service Performance Contracts

«  Many EE financing programs are run by ulilities or stgte/local governments, who pariner with small banks, credit unions,
and other players which lessens the financial burden on the utility

There are many financing options
for energy stficiency programs
that range from traditional
financing to specialized
financing.

NAVIGANT

Source: Nevigant rasearch
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LTEP 2013 provides context around the long-term conservation target to 20372 as well as cost-effectivensss testing:

» ‘The province expacts o offsat most of the growth in electricily demand to 2032 using programs and improved codes and
standards. This will lessen the need for new supply. Our long-term conservation target of 30 TWh in 2032 represents a 18%
reduction in foracast gross demand for electricity — the squivalent to more than all the power used by the City of Toronio in
2012 — arvimprovement over the 2010 LTER”

< “Our agencies and partners will achieve this goal with a combination of tools, including the Total Resource Cost Test, the
Program Administrator Cost Test and a hurdie rate, 1o screen program proposals. A hurdle rate would consider the cost of
delivering a conservalion program against the avoided cost of procuring supply”

The OPA’s role to develop Target and Budget Allocalion was defined in the March 20114 Conservation First Framework
LHrection:

« ‘T 1 hereby direct the OFA to coordinate, support and fund the delivery of CDM programs through Distributors to achieve g
total of ¥ TWh of reductions in eleclricity consumption between January 1, 2015 and December 31, 202017

= “The OPA, in consultation with Distributors, shall develop an allocation methodology to allccate the full 7 TWh among
Distributors. The allocation methodology may take into consideration Distributor COM potential at a local andfor regional
leved as dentified in the OPAs 2014 energy efficiency achisvable potential study, and other factors, as appropriate.”

= “The OPA shall establish a budget allocation for each Distributor in consideration of the Distributor COM Target and CDM
Plan. .7

NAVIGANT
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March 2014 Conservation First Framework Direction addresses cost efflectiveness {esting 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 OPAs Cost-Effectiveness Guide [ 1 The OPA will establish hurdie rates {o 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
CDOM Programs and Local Distributor CDM Programs where cost effectivensass is not demaonstrated if the program s a)
targeted (o on-reserve First Nation customers, b designed for educational purposes, ©) a low-incoms CDM program”

The July 2074 Indusinal Accelerator Program Direction addresses budget, target and cost-effectiveness:

« “The OPA shall establish a budge! o achieve g target of 1.7 TWh of savings through the Industrial Accelerator Program 1o
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

NAVIGANT
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This topic area will afso explore funding mechanisms, delivery models, financing and resource acguisition

LTER 20113 cutlines a nead for financing mechanisms for conservation:

» “The governmeant will work (o make new financing tools available to consumers starting in 2015, These tools will nclude on-
bill fingncing 1o help them with the uplront cost of making energy efficiency relrofils to conserve eleclricity and natural gas.
The govermnment has already enabled municipal govermments to offer Local Improvement Charges (o recover energy
afficiency and renewable energy investments with repayment through property taxes. This allows consumers (0 save mongy
on their energy bill and pay off conservalion investments over time as they receive the benefits of conservation”

The July 2014 Industrial Accelerator Program Direction also includes a mention of flexible financing:
= “The OPA shall faciitate flexdbility in financing for Industrial Accelerator Program projects”

« {(Mid-term Review) "review of the industria! Accelersior Program inregards to |1 lessons leamed with respect to financing
mechanisms.”

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

+ “The OPA shall, in consuliation with Distributors, develop a cost recovery and performance incentive machanism for
Distributors for making Province-Wide Distributor CDM Programs and/or Local Distributor COM Programs avallable to
customers in their service areas.”

« [Full cost recovery (with hiered parformance ncentive machanism) and pay for performance {paid based on a pre-specified
value for each verified kilowalt howr of slectnoly savings achieved) are described in further detai Tollowing this section]

« innovation and adoption of new technologies will be encouraged.”

NAVIGANT
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This topic area will &ls0 explore funding mechanisms, delivery modeals, financing and resowcse acquisition

The June and December 2018 Directions focus on delivering pay-for-performance based programs (o non-residential
customers:

= “The IESC shall, in consultation with Distributors, centrally design, fund and deliver two CDM programs {("Centrally-Deliverad
Programs™ a. A province-wide pay-for-performance CDM program for Multi-Distributor Consumers ("Multi-Distributor
Frogram™y [T

Amendment to July 2014 Industrial Accelerator Program Direction:

« “The lESO shall undertake a pay-for-performance pilol program for customers that are eligible for the industrial Accelerator
Frogram that is consistent with the Centrally-Delivered Pay-for-Performance Multi-Distributor COM Program”

December 2018 Directive to IESQO to fund distribution-connected sites as part of Industrial Accelerator Progran:

» “The IES0 shall allow ransmission-connected customer with distribution-connscted sites 1o alect to have their ransmission-
connecied and distribution-connected sites administered through the Industnial Accelerator Program. . Any associated
electricity savings. . shall count toward Distribution CDM Targets under the Conservation First Framework Directive”

August 2017 Directive for IESO delivery of low income programs:

= Y The IESO shall centrally design, fund and deliver across all Distributors’ licensed servics areas a Provincewide CDM
Hrogramis) largeted o the low-income customer segment. ) beginning January 1, 2018, within the budge! established
under section 1.4 of the CFF Direction”

« " reductions achisved through 1ESO-delivered Provincewide Low-Income CDM Program(s) shall not count towards g
Distributors CDM Target”

« U AESO may continue o allow a Distributor 1o deliver, funded through their allocated COM budget. "

NAVIGANT
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Navigant was engaged by the IE50 0 complete the midderm review for the Conservation First Framework and Industrial Accelerator
Program. Issues were identified by the IESO and grouped into eight major topics that will guide the Framework Review through four
key achivilies cutlined below. This report s the current state summary for the budgets, targets, cost-effectiveness (opic.

Customer and
market engagement March 18
and satisfaction

Definition of CDM Apri 20

Collaboration Aprit 20

Governance &
operations

May 18

Flanning ntegration June 185

July 13

NAVIGANT
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» 1.0Cs excesded forecasted savings

23;?5 in 2015, but slighthy underperformed
in 2016 according o verified resulis
«  RMetric: Net incrementsl first vesr e (unverified results indicate LDCs
Energy energy savings, separated by 4 éim 1,284 exceaded savings in 2018)
savings-to- year g Gwh + The majority of 2015 savings came
cate « Goal CDM Plan forecasts for from Legacy Extension Programs
each ndividual year 2017 = Ancther factor influencing higher
281 1,408 2015 results relative 10 2018 i the
(G¥¥h GWh fact that there has been more ime o
allow for rue-ups of 2015 dats
Energy « Metric: 2015 through 2017 energy oo ij;?ifgzﬁ f?i;éﬂzﬁgisztiﬁzgifgiﬂﬁﬁ
savings vs. savings persisting to 2020 £ éiﬁfh o Trend a;"asiﬁ indicator are
target « Goal 7 TWh OFF targst ’ '

representative of 2010 and 20148 only

2077 values reflect ondy 8 months of unverified progress with significart data lags, therefore results and rend indicators are reflective of 2045 and 2018 only

Minimal {less than 5 pereentage

TRERND points year over year: changs in increase in the metric relative to prior years . ™% Deorsase in the metric relstive 1o prior years
the metric relative 10 prior vears
RESULT Meeting/exceading gosl Prograss towards goglimaenitor for concems Low progress relative o goslipotential action required

NAVIGANT

Source IESC dala
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Energy

SAaVINGS vs.

plan
LUsiness

nergy

SAVINGS v8,

olarn
resicdential

Parsisting
energy
SAVINGS

TREND

RESULT

Meeting/exceading gosl

Metric: Parsisting savings from
20145 through 2017 from business
DIOGrams

Goal Forecasted savings for
business programs from LDC CDM
Plans (2015-2017)

Metric: Mersisting savings from
2015 through 2017 from residential
OrOQrams

Goal Forecasted savings for
residential programs from LDC
COM Plans (2015-2017)

Melric: Bavings from 2015 through
2017 CFF projects persisting (o the
gnd of the framework, 2020

Goal Forecasted persisting
savings for alt CFF programs from
LDC CDM Plans

fw mﬁts i widtwe ) wwymm

2,889
SWWh

496
{3WWh

3,561
GWh

3,156

W

stease in the metric relative to prior years

Prograss towards goglimaenitor for concems

The majority of business savings cams in
2015

The majonty (80%) of 2015 savings cams
from Legacy Extension Frograms
Significant data lag, more savings likely as
more date becomes available

The residential savings in 2015 through
2017 were almost double the CDM plan
target driven by performance in Coupons
The majority of thess savings came in
2018

The 2018 Coupon program savings 480
YV was equivalent o almost the entire
residential forecast for 2018

Verified 2020 persisting savings from
2015 and 2016 exceeded COM plan
forgcasts

A slightly higher proportion of persisting
savings cams from 2015 resulls (58%)
tharn 2018 resulls (44%)

Decrease in the metric reiglive 1o prior yearg

Low progress relative o goslipotential action required

Source IESC dala

NAVIGANT
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» Metric: The percentage of CFF targst «  LDCs exceaded their forecast

o achiaved in 2015 and 2018, average iy 2015 and 2018 by 5%
LDCs % of waighted by LDCY allocstion of total CFF o erts »  Owverperformance of select
eﬁg{ g%" é:garga& target 38% 33% LDCs, including two that have
Henieve - Goal Forecasted energy savings from LDC met or exceeded their target,
COM Plans contribule (o this result

P17 values reflect only & months of unverified progress with significant dala lags, therefors resuits and frand indicators are reflective of 2845 and 2018 and

{lass than 5 pay ge

TRERND points year over year: changs in increase in the metric relative 1o prior years Decrease in the metric reiglive 1o prior yearg
the metric relative 10 prior vears
RESULT Meeting/exceading gosl Prograss towards goglimaenitor for concems Low progress relative o goslipotential action required

NAVIGANT

Source IESC dala
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mnergy
savings by
program (vs.
COM Plans)

*,?{} i 7 mmwa&z‘m vamés f:ﬁf}wf 6 mmz‘m m‘“ di’?Vée”‘f!F‘(}’ data. ,:??em:)mwamm includs full-vear COM plan forecasts for 2047
Source £SO data

{oupons

Heating & Cooling

Home Assistance

Residential New
{}ﬁmimcim

=mall Business Lighting

High Performance New
Constructio

industrial Programs

Local MPrograms

Filod Programs

Yarified and

reporied resulls
for 2015
through 2017

divided by COM

Flan forecasted
results for 2015

C o through 2017

{all values in

Lonet 2020

Annual
gigawsait-hoursg)

738 335
(220%)

‘E&Qi‘%‘%f}
f“%"%’% }

28/ 28

‘24 ’%8
s\;’?}%;

1554 f‘%i%ﬁﬂ

{83 ‘;

l

{3’33 }3

fﬂ ﬁ%i“;

{’2{}

4&(3,? !55
“z

{5‘\5& '<>

%;58

{’EQ 3?

iﬁ 2?

(72%)

887167
(53%)

{99 >§

::‘3 { ”Mé

Most programs over-performed
forecasted amounts from CDM Plans
The "Industrial Programs” calegory
consists of the following programs:
« Process & Dystems Upgrades
°  Ensrgy Manager
«  Monitoring & Targeting
«  Legacy extension industrial
Orograms
The "Other” category consists of all
remaming programs not listed inthe
table including
»  Energy Audid Funding
Program
*  Ewisting Building
Commissioning
o Cerigin legacy extension
programs - {(Aboriginal
Conservation program,
Program enabled savings)

NAVIGANT
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Faak demand
savings by
program

Coupons

Heating & Cooling

Reasidential New
Construction

High Performance New
Construction

Local Programs

Filot Programs

Yerified net ncremeantal
annual peak demand savings
by program for 2015 and
2018 {sum of Z015 and 2018

{note: MW are not available
for unverified results)

1.7 MW
193 MW

5 MW

14 MW

The majority (81%) of verified peak
demand savings were achisved in 2015
YVerified pesk demand savings are 101%
of forecasied COM Plan savings
High Performance New Construction has
the lowest cost per MW of savings
{F2458K KMV, whereas Local Programs
have the highest ($34M/AMW)
The portfchio cost per MW was $817KMW
The “Industrial Frograms” category
consisis of the following programs:
» Process & Systems Upgrades
»  Energy Manager
«  Monitoring & Targeting
«  Legacy exiension industnal
OrOQrams
The "Other” category consisis of all
ramaining programs net listed in the table
nchuding
«  Energy Audi Funding Program
= Existing Building Commissioning
»  Certain legacy exiension
programs - {Abonginal
Conservation program, Frogram
enabled savings)

Source IESC dala
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{oupons

Heating & Cooling

Home Assistancs

Residential New

{}ﬁmimcim

Hetrofit Total spending by program

....................................... {incentive and administrative)

Spending by : e for 2015 through 2017 vs
program small Business Lighting COM Flan forecasts for 2018
S thwough 2017 (values in §

High Performance New millions)

Constructio

industrial Programs

Local MPrograms

Filod Programs

21T reanerator values reflect 8 months of wverified data. Denominators ingiude fuil-vesr COM plan forecasts for 2017

Saures IESD dafa

$97 / $56
‘??E%

5555 71
9%

514/ 522
02

33 4 f $7
@4&1

@??E} $2u
5"5

5‘52 / 34;:5
24%

43%

$22 /8125
‘353

32? / 34;’
42

38 E‘L S?

SS / 3544
19%

The Relrofit Program has the highest
ovarall spending, but algo the highest
ovarall peak demand impact, and
righest energy savings {previous wo
shides) of all programs
The "Industrial Frograms” category
consists of the following programs:
« Process & Systems Upgrades
*  Energy Manager
»  Monitoring & Targsting
»  Legacy exiension industrial
Drograms
The “Other” category consists of all
rermaining programs not listed in the
table including
«  Energy Audit Funding
Frogram
o Exdsting Building
Commissioning
« Certain legacy exiension
osrograms - {Aboriginal
Conservation program
Frogram enabled savings)
Central services ars not includsd
{however, Value Added Services are
mciuded)

NAVIGANT
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Other
spending
mairics

R
Mrogress
towards
rvicd-term
anergy
targets

%2017 values reflect B mmorihs of unverified dats

Central services (5§

ary %)
Central services (%)

CFF framework 1o date (§)

CFF framework 1o date (%

Noamert

# LDCs on track to mid-
tenm target

The amount the ceniral services
budget spant in 2015 and the first
half of 2016 plus forecasted
spending from July through

December, 2018

services budget spentin 2015

ang 2018

bean spent in the CFF framework
iy 2015 through 2017 {excluding

cantral services)

The proportion of the 1.8 Billion

dollar allocated CFF budget that
has been spent over 2015
through 2017

Tha number of LDCs that
achigved at least 50 percent of
their target as per the 2017
urverihied results (as of June
20173

The proportion of the total central

$31 Million

12%

The amount (in milliong) that has

18

CFF spending in 2015 and 2018,
both for the framswork ang central

sarvices, I8 significantly lower than
one-thirg of total budget

A contributing factor to this is
refatively low first year spending for
both the central services budget and
CFF framework, $3 milion and 325
million regpactively

There is an upward trend in spending

The 18 LDCs that have achisved at
lsast 50 parcent of their target
represent 25 pearcent of the 7 TVWh
target

21 additional LDCs are within 10
parcent of the mid-term largst
{represents and addiional 58 percent

of the 7TWh target

Source IESC dala
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Cost
affectivensass
by program
{(total resource
o0st)

Fortfolio

HLSINess

Coupons

Heating & Cooling
pree e g penefit based on

Home Assistance

Fosidartial New
Construction

Retrofit

Small Business Lighting

High Performance New
Constructon

industrial Frograms

Local Programs

Measuras the net cost

costs incurred societally
{nor-meantive and
participant cosis) and
the avoided costs o the
glectricity sysiem and

- avoidad costs, includes

non-ensrgy benefils and

- costs and benefils

associated with other
fuels {Le., natural gas)

A01E

1.3

2016

Most programs remain cost effective
at the total resource cost lavel
Monitoring and targeling, had cosis in
both 2015, but no bensfits. Thig is
reflected mn the “Indusirial Programg”
category
The “Industrial Programs™ category
consists of the following programs:
= Process & Systems Upgrades
»  Energy Manager
« Moniforing & Targeting
o Legacy exiension industrial
orograms
The “Other” category consists of all
remaining programs not listed inthe
table nciuding
o BEnergy Audit Funding
RProgram
»  xisting Building
Commissioning
= Ceriain legacy extension
nrograms - {Aboriginal
Conservation prograrm,
Frogram enabled savings)

Source IESC dala
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Cost
affectivensss
by program
{(FProgram
Administrator
Cost

Fortfolio

HLSINess

Coupons

Heating & Cooling

Home Assistance

Fosidartial New
Construction

Small Business Lighting

High Performancs New
Construction

industrial Programs

Local Programs

it Programs

Measures the net cost
or benefil based on
costs inourred by the
program administrator
{incentive and non-
incentive costs) and the
avoided costs o the

- glectricity system

A01E
2.0

2016

2

Most program remain cost effective at
the Program Administrator Cost level
Monitoring and targeling, had cosis in
both 2015, but no bensfits. Thig is
reflected mn the “Indusirial Programg”
category
The “Industrial Programs™ category
consists of the following programs:
= Process & Systems Upgrades
»  Energy Manager
« Moniforing & Targeting
o Legacy exiension industrial
orograms
The “Other” category consists of all
remaining programs not listed inthe
table nciuding
o BEnergy Audit Funding
RProgram
»  xisting Building
Commissioning
= Ceriain legacy extension
nrograms - {Aboriginal
Conservation prograrm,
Frogram enabled savings)

NAVIGANT
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Cost
effactvensss
by program

(Levelized Unit

Energy Gost)

Hesidential New
Constructon

Retrofit

Small Business Lighting

High Performance New
Construction

Local Programs

Fitol Programs

A test that normalizes
the costs incurred by
the program
administrator per unit of
snergy o demand
reduced

{incentive and non
incentive costs divided
by the net present value
of the ensrgy savings
Using a socistal
ciscount rate) — Al
values in ¢/kWh

2015
35

20186

2

Most programs saw a decrease in
Lavelized Unit Energy Cost from
2015
Monitoring and targeting, had cosis in
both 2015, bul no benefits. This is
reflected in the “industrial programs”
category
The “industrial programs” category
consists of the following programs:
= Process & Systems Upgrades
«  Energy Manager
o fonitoring & Targeting
» Legacy exignsion incustrial
OIOGrams
The “Other” category consists of il
remaining programs not listed in the
table including
o Energy Audit Funding
Program
«  Exigting Building
Commissioning
= Ceriain legacy exiension
programs - {(Aboriginal
Congervation program,
Program enabled savings)

Source IESC dala

NAVIGANT

IESO-N-0027125



Energy
savings-to-
date

Parsisting
Snergy
SEVINGS

TREND

RESULT

Metric: Net verifiad
incremental first year
Snergy savings.
Separated by year,

Goall AP forecast

Melric: Savings from

2015 and 2018 OFF
projects parsigting o
the end of the
frameawork, 2020,

Goal 1AR target

fw mﬁts i widtwe ) wwymm

Meeting/exceading gosl

125 GWh 418 GWh

174 GY¥h

stease in the metric relative to prior years

Prograss towards goglimaenitor for concems

AR underperformad in both 2015 and 2016, bt
sigrificantly improved over those two years
Rasults reprasent projects that are verified and
r-gervice and do not include projects that are
under contract, but not vet implementsd
Herformance below forecastis driven by long
project lead mes and influenced by other
inttatives (e.g., Industrial Conservation
initiative, Industrial Rlechncily Incentive

ngram Qa;; & Traﬁe;

Farsisting savings arg a;t}pmxamaméy ‘%ﬁ Yo {}f
the (AF target

Decrease in the metric reiglive 1o prior yearg

Low progress relative o goslipotential action required

Source IESC dala
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{Cost
sffectivenass

Tolal Resource Cost Metric: A test that
measures the net cost of COM based on the
iotal costs of the program including both

participants’ and wlility's costs,
Goal IAP forecast

Program Administrator Cost Melric

measures the net cost of COM based on
cosis ncurred by the program administrator,
nchiding incentive costs and excluding net
costs incurred by the participant.

Goal 1AP forecast

Levelized Unit Energy Cost Metric: g test that

normalizes the costs incurred by the program
administrator per unit of energy or demand
reduced. Represented i ¢/AdWh

Gosl AP forecast

The TRO indicator shows that
the program is not cost-
gffective, however, this
ingicator provides a skewed
perspective becauss the
calcutation includes all the
orogram costs, but do not fully
account for the benefits that

rasult from the program

The PAC benefit/cost ratio has
improved from 2015 0 2016

The LUEC benefit/cost ratio

has improved from 2015 to
2018

TREND

RESULT

¥

I
points year over year: changs in
the metric relative 10 prior vears

Meeting/exceading gosl

imal {less than 5 percentage

increase in the metric relative 1o prior years

Prograss towards goglimaenitor for concems

Decrease in the metric reiglive 1o prior yearg

Low progress relative o goslipotential action required

Source IESC dala

NAVIGANT
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Demand
SEVINGS

Spending

Pogk damangd
SAVINGS

Spant as % of total

Verified peak demand savings
resulting from AP programs

budget that was spent in 2015 and
2018

The proportion of the 3500 million AP

Allocated 1o dale

The total amount of incentive and non-
mneentive spending on 1AF programs

541
Million

Feak demand savings increased
significantly from 2015 o 2018

Acvery small amount of 1AF budget

has been reported spent (o date
Spending includes studies that
gnable projects, but do not deliver
SHVINGS

i 2015 and 2016

NAVIGANT
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«  Spending relative to budgets is high for most residential programs, however business programs have relatively low spending
varsus forecast

Note 1. Remaining resideniial includes the New Construction and Homes Assistance programs. The remaining business bar includss High
Performance New Consfruction, Existing Building Commissioning, Business Refrigeration incentive and the Audit Funding programs

NAVIGANT
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$1.8 billion™

Mote: not all pipeling
p; ngfﬁ have associated

Note.: Legacy framework includes savings schieved in 2015 from the 2071 fo 2014 Framework fowsrds CRF targets, bl does nof consider funding
associated with those savings, Unvenfied resulfs are fvpically lagged at least & months; 2017 unvernified progress only represents & months of datls,

the COM Plans the anticipeled full vear of savings, spending on g cash Jow bhasis is typically lagoed considerably from resulfs
"Does nof include Central Services, fegacy spending does not count fowards OFF budget ™ The full $1.8 billion is not yet allocated within CDM Plans

NAVIGANT
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«  Several programs show progress exceeding 2017 CDM Plan forecasts (Coupons, Heating and Coaling, Remaining
Husiness), however, most programs are under forecast

»  Note Unverified resulls are typically lagged at least 8 months, 2017 unverified progress only represents & months of data

Note 1. Remaining residentia] includes the New Construction and Home Assistance programms. The remaining business bar includes High
Ferformance New Consfruction, Existing Building Commissioning, Business Refrigeration incentive and the Audit Funding programs

NAVIGANT

Source IESC dala
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Note 1 many LDOS Cross regions, in these cases for simplicity, targets and progress were equally distribuled soross the spplicable regions
(A# s Hydro One)

Note 20 Unverified results are typically lagged af least 6 months, 2077 unverified progress only represents 6 months of data, the COM Flans
and ARS 2016 represent the antivipated full vear of savings

NAVIGANT
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«  Total Resource Cost (TRO) test ratios for the provincial portfolio of programs is lower than many of the other jurisdictions
assessad g8 pert of 8 benchmarking assessmernt

«  Overall, residential sector TRE test ratios are higher than business sacior

Total regidential and Totsl Business aggregste aif
residential and BUsingss programs respectively

NAVIGANT

Sourcer IEZC dala, Navigant benchmgrking data
IESO-N-0027125



= Program Administrator Cost (PAC) test are the lowest across the jurisdictions assessed during the jurisdictional review

Retrofit

Tolal Business

Total Residential and Total Business aggregals all
resiventisl and business programs respectively

Sourcer IEZC dala, Navigant benchmgrking data

NAVIGANT
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«  The AP budget was set based on the 1AP energy target and assumptions on cost per )KWh

NAVIGANT

Source IESC dala
I[ESO-N-0027125



«  The IAP target was set based on the percentage of Ontaric load that comes from transmission-connected customers and 8
similar metric was developed that was comparable to the Conservation First Framework targst

«  Performance below forecast s driven by long proect lead times and influenced by other initigtives {g.g., Indusingl
Conservation Inilistive, Industrial Eleciricity ncentive Program, Cap & Trade)

NAVIGANT

Source IESC dala
I[ESO-N-0027125



»  Total resource cost (TRO) test ratio improved from 2015 to 2018, but levelized unit energy cost (LUEC) declined over the
same period

NAVIGANT

Source IESC dala
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HELALTERNATE
APPROACHES




o One of the more common funding machanisms for COM inthe ULS. is direct cost recovery through the rate case or g

surcharge on the utility il
o Other typas of COM financing is also emerging, including on-bill financing, property tax and local government fees, PACE
financing, and Ensrgy Service Performance Contracts

NAVIGANT

Sourcer Conover Brown, 2008, and ACEEE, 2047
IESO-N-0027125



« There is significant overlap between companies and the types of products they offer (PACE and loans, for example)

«  On-bill financing is provided by the ulility

« Many EE financing programs are run by utilities or state/locs! governments, who partngr with small banks, credit unions, and
other plavers

« MESA arrangements give the financier control of the utility bill whereas the customer maintaing control under an ESA

EE o= E:;"ié‘i’g}’ !m!‘:(x!tj!*i.r‘&i

FPACE = Froperly Assessed Clean Ensrgy

C-FACE = Commercial Froperly Assszsed Clgan Ensrgy

R-PACE = Residential Froperly Assessed Clean Energy
EEPC = Enargy Service Performeance Contracls

ESAMESA = Energy a*wa "ymaé renl f Managed ESA

HELDC = Home Equity Ling of Credit

NAVIGANT

Source: Current Fractices in Efficiency Financing: An Cverview for Stalfe and Local Governments. Lavwence Berkeley National Laboratory. November 2016
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«  Utilities, reguiators, and policymakers seek new approaches 1o achieve ncreasing savings targets af lower costs. One of the
asolutions 1o this is 10 move away from incentive-only programs, and incorporate more financing and market-basad models

o Theare are currently a number of financing options for enargy efficiency programs that range from tradiional financng 1o
spacialized inancing

o The previous shide outlines all of the possible BEE funding meaechanisms, while this able highlighis the meachanisms utilities
are using o reduce reliance on ncentives.

Products

NAVIGANT
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NAVIGANT

Source: Nevigant research, ACEEE
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Do the detailed resulls provide any - that might change how to =

Chservations:
= Spending continues 1o appear {0 lag behind savings
= The 7TWh target appears to be achisvable based on both LDC forecasts and pipeline data for the Relrofi program

MNext Steps:
»  (btain feedback on target and funding options given the addiional nsights into potential progress

What are some alternate approaches and what could be the impact on o
appropriate for the second half of the framework? Beyond 20207

Obhservations:

? Are these approaches

= Ontario cost effectivenass s lower than many other jurisdictions which could be driven by many factors beyond simply

delivery costs or incentive lgvels {e.g., ncremental equipment costs in Canada versus United Siates, avoided energy and
capacity costs)

MNext Steps:

= Further investigation in the LDC-level cost effectiveneass to understand if local drivers or best practices that impacts cost
sffectiveness exist

NAVIGANT
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What are soms methodologiss (o e
hatf of the framework? Beyond 20207

¢ Are these methodologies appropriate for the second

Observations:

«  Methodologies used oulside of Ontarno shift from simple incentives (o customers to alternate methods of financing projects
= There are many forms of financing used across North America

Mext Steps:

»  Understand how project financing and capital budgeling for energy efficiency proiects s currently working with customers
and identify some options that align with Ontario customer needs

«  Better understand some of the barriers 1o implementation of altemate funding mechanisms

NAVIGANT
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Hased on the preliminary assessment of the current state of budgets, targets, and cost effectivensess, the following
areas will be considered in the market research phase:

« Obtain feedback on target and funding options given the additional insights into potential progress

= Understand how project financing and capital budgeting for enargy efficiency projects is currently working with customers and
identify some options that slign with Ontario customer nesds

= Better understand some of the barriers to mplementation of alternate funding meachanisms

NAVIGANT
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ingremental
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Megawall, a unit o measure slectricity demand or supply
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sraus veriied ang unverified
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