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Ontario’s Electricity Sector - Current
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Why a Natural Gas Policy Review?

 ‘Natural Gas is vital to Ontario’s economy

* Natural Gas is a fuel of choice for power generation, which
Ontario needs

- Ontario market has operated well, but is not keeping pace
with North American market

* Need to be proactive to ensure Ontario has a secure
supply at a reasonable price
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What is Natural Gas Forum?

Proactive response to industry issues

Vehicle to address importance of natural gas for Ontario
needs
- Sustainability of supply to meet current and growing demands

Review of regulation’s role in facilitating supply,
conservation

A forum for policy discussion and debate

A non-adversarial approach — free to discuss all the
options

Forum is a policy debate - not a hearing
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Natural Gas Forum Process

« OEB commissioning research studies/options papers on
various issues - mid-August

- Stakeholder opportunity to bring other options forward -
late August

« Technical conferences for debate and discussion of issues
and options - early September

- Stakeholder submissions on options - late September

- Board proposed policies issued for consultation -
November

+ Implementation of policy decisions through rate making,
guidelines, generic hearings and, potentially, legislation
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Natural Gas Forum Questions

* [Regulation’s role in fostering conservation

— Rate-making to encourage consumers, incentives to gas
distributors, rules to allow market solutions?

» Sustainability of supply
— Is there a need for long-term supply requirements?
— Who is responsible for planning for supply/demand balance?
— What is the role of the gas distributor?
- What are the appropriate regulatory tools to foster security
of supply at reasonable prices?
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Linking Gas and Electricity

- |OEB regulates both sectors

Impacts of policies in one sector affect the other

* _Increased Integration:
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Replacement of existing plant and coal conversion means more
reliance on gas fired electricity generation

Electricity infrastructure planning must factor in availability of gas
infrastructure

Issue of spark spread
Gas rates that facilitate generation

Rate issues for electricity distributors when distributed generation
IS connected

Gas cogeneration
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Efficiency: A Key Factor

« Market failure can occur if market, on its own, does not
allocate appropriate resources to a given activity

- OEB must correct potential misallocation, and facilitate
more efficient allocation.

* Risk of mismatch between tools and realities we face

+ Regulatory instrument must match economic need and
remedy problem

* Preventing mismatch is a key goal
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