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Thank you for your very kind introduction.

As you know, we are all facing some pretty aggressive Conservation and Demand
Management targets

There are quite a number of new, or somewhat new, programs that LDCs will be expected to
offer to their customers to lower overall power consumption.

Given that many of us have already done a lot of work in this area, meeting the targets will not
be an easy task. In fact, the new expectations and the related new programs are pretty
overwhelming.

Al so, it 0 s-intaitivenin business to tnyttodower the use of your product and thus

| ower revenues. But thatés the mandat e.
The new CDM programs will take time, energy and resources to execute, and we will all want
to get the best possible results for that investment.

Most of the obvious candidates for CDM i the high energy users likely have already been
approached in previous conservation programs. They are, so to speak, low hanging fruit.
And ironically the more successful you were with previous CDM programs, the more
challenging it will be to meet the new aggressive targets. The low hanging fruit has been
taken.

Those are also the ones who would most likely respond to a blanket marketing approach.

So how do we most effectively, and efficiently, identify customers who could really benefit
from these new programs?

If you can do that, then you can use your CDM resources most effectively.

Horizon has developed a remarkable tool to help with exactly this, and we are currently
developing a best practices model and manual for the LDCs in the province.

twas an interesting journey, and | candét say
intentional. Like many things in life, you start a project with one goal or intention, and you
discover that you have a solution for other issues, as well.
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What can LDC energy mapping do for CDM?

» Show where
energy intensity
is greatest

» Takes guess
work out of who
needs CDM

« Allows LDCs to
focus our CDM
resources for
greatest results

Slide 2: What can LDC energy mapping do for CDM?

. We were asked to take part in an energy mapping project, but we have
undertaken significant refinements which help us to identify the best possible
candidates for the new CDM programs.

. Horizon has been exploring the power of energy mapping to bring sophistication
to the task

o Webdbve discovered that energy mapping can s
greatest and take the guesswork out of who needs CDM

. It allows LDCs to focus CDM resources effectively for greatest results

. Today, |1 &m going to walk you through the p
hope weol | be able to offer all LDCs, soon



New CDM targets — 2014 mandates for LDCs

» OEB requires total demand (peak) & energy (consumption) reductions
» Reduction targets tie into the government’s LTEP targets

Electricity Conservation and Demand
Management (COM)

]

Slide 3: New CDM targets 1 2014 mandates for LDCs
o First some background.

o The OEB has established a schedule of hard conservation targets for all LDCs to
meet by 2014 based on a Directive from the Minister of Energy

o While the OEB has historically been an economic regulator, conservation was
made one of the OEBO&6s objectives as a resu
OEB Act in 2004, and further amendments to the Act in 2009 have permitted
directives on conservation from the Minister of Energy

o These targets are not currently, but may well prove to be, a condition of a
di stributordés |Iicense, and thereby could r
targets.

o Meeting the targets is not going to be an easy task for any LDC

. Finding where to begin is the overwhelming task many LDCs are facing
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Horizon’s mandated reductions

Demand = 60 MW or 5.6% of peak
Energy = 281,000 MWh or 4.9% of all consumption

About Horizon:

+ 237,000 customers s

400 talented employees I

« $470 million in assets Ll -

+ Low operating costs '

* Low residential and commercial rates

* Municipally-owned 100% — Hamilton and St. Catharines

« S&P ‘A’ credit rating — equal to highest of all municipal utilities

4 ond
de 4. Hori zondés mandated reduct.i

Hori zonb6s mandated conservation

LDCs, but, as you can see, are very large numbers
They are especially challenging because past CDM successes, do not count in
the new figures i our past success actually makes the targets more difficult

And being a larger utility T 237,000 customers, 400 employees, $470M in assets i
the task is quite daunting

ons
targets
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OPA’s new CDM programs 2011-14

+ New CDM programs
now in effect

* Program effectiveness in
meeting targets yet to be
established

* Not business as usual

ONTARIO
POWER AUTHORITY |/

An Overview of the OPA’s Conservation
Programs 2011-14

Business Consumer
Program Program
Energy Efficiency | | Demand Response Existing Homes New Construction
Component Voluntary & Contractual Energy Efficiency & Energy Efficiency &
Replacement Demand Response Demand Response
Industrial Low Income
Program Program
Demand Response Energy Efficiency Energy Efficiency
Voluntary & Process & Component
Component Replacement

SIlide 5: OPA6s new dDM programs 2011

. The OPA6 mew set of provincial CDM programs are intended to provide LDCs
with new vehicles to meet these targets

. In addition, LDCs can develop on their own, and in conjunction with other LDCs,
the so-called Tier 2 and Tier 3 programs

. These programs are only now being rolled out, and their program effectiveness in
meeting the targets is yet to be determined

. So how do we meet the new targets without having to bulk up too much on
resources? 1 This is not business as usual.



CDM for residential customers

THE GREAT
[REFRIGERATOR

ROUNDUP.

» Horizon had very good success with residential programs

» Customer embrace of CDM greatly enhanced by participation
of mayors and other shareholder representatives

Slide 6: CDM for residential customers

While the new OPA programs are fAconsumer

been a couple of main programs for residential customers

Since the beginning of the renewed CDM effort in Ontario, Horizon has distributed

135,000 compact fluorescent light bulbs to customers

We have al swpdrmarna etdhan 14, 000
8,800 peaksaver devices

nef fi

In attaining these numbers, we were greatly assisted by the support we received,
like many of you did, from our shareholder representatives, and in particular our

two mayors
This success, as | 6ve suggested,
targets

makes
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CDM for small business — working with BlAs

Up to $1,000
in energy efficient 77} i.
retrofits for your \ V<7
business 7{
Dewntown
o HAMILTON

* Horizon pioneered working with Business Improvement Area groups

* Achieved more than 50% uptake from less 50 kW customer class for
Power Savings Blitz

Slide 7: CDM for small business i working with BIAs

o As some of you will know, the Power Savings Blitzi now part of the OPA
Abusi nes si wasatgughasei in the small commercial sector.

o Many might think that small business owners would jump at this opportunity for up
to $1,000 in FREE energy efficient retrofits, but the most difficult problem was
getting the customers to believe that there are no strings attached.

o To meet this challenge, Horizon initiated an innovative program of working with
customers through the many Business Improvement Associations in our service
territory

o By convincing the BIAs of the merits of Power Savings Blitz, we experienced
extraordinary uptake from customers on this program.

o Of the 11,000 eligible Horizon customers, we had over 50% participation i a
significant achievement that is paying dividends for our customers

. But, again, the success makes it more difficult to meet our new targets



CDM for commercial customers

PLAN ON
AIR LIQUIDE
+\\ Hamilton Health Sciences
ON

* Horizon had outstanding results under ERIP retrofit program
» Arranged largest grants in Ontario in 2008, 2009, 2010

Slide 8: CDM for commercial customers

. We also achieved notable results with the Electricity Retrofit Incentive Program
(ERI'P), now part of the OPAOG6s Aindustri al
o This el ectumpidocipry gfitaumne ewar d scludiagrogrer cust om
municipal shareholders i for making upgrades to their facilities and equipment.
o For its customers, Horizon managed to arrange the largest ERIP grants in each of
2008, 2009 and 2010
o You might think this is because there are large electric-intensive businesses in
Hamilton and St. Catharines, but two of the awards were to hospitals.

o In 2010, Hamilton Health Sciences received the largest ERIP award to date i
$640,000
. Il n 2009, St . Josephds Healthcare in Hamilt

o In 2008, Air Liquide, a feeder industry to the steel industry, received $120,000



Retrofit incentives for business

» Horizon now has Ontario’s largest CDM grant to date = $2,347,688
« City of Hamilton’s Woodward High Lift Pumping Station
* 2,597 kW load reduction / 20% annual electricity savings

Slide 9: Retrofit incentives for business

. Al so, wedre quite proud that Horizon arran
= $2,347,688, under the OPAOds new fAindustr

. This is for City of Hamiltonés Woodward Hi

o This retrofit will result in a 2,597 kW load reduction and produce an astounding
20% annual electricity savings



CDM services for “large user” customers
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* OPAnow funds 1 CDM Key Account manager per 10 large user
customers — Horizon has 12 greater than 5 MW customer

» Horizon now working with 8 other LDCs for needs of 30 large users

» Horizon houses 3 Key Account managers, who are running whole

process, from customer contact to application approval for all 9
LDCs

SIlide 10: CDM services for Al arge usero custoa
. Horizon does have more large users than many LDCs. In fact, Horizon has 12
6greater than BSdMWbde Cwes tmanckeg st hi s a priori-t
. Under the new programs, the OPA now funds 1 CDM Key Account manager per
10 large user customers, meaning we would be shortchanging ourselves with one
key account manager
. To maximize our effectiveness, Horizon is now working with 8 other LDCs for the
needs of 30 large users
o Horizon, for its part, is housing the 3 Key Account managers, who are running the
whole process, from customer contact to application approval for all 9 LDCs
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Horizon’s mandated CDM targets and plan
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» Mandated targets are aggressive and not easily attained — low
hanging “fruit” has already been “picked”

» New LDC tools required to meet OEB targets

1" Laoking payand

Slide 11: Hori zonds mandated CDM targets and
o As you can see from this graph, the mandated targets are aggressive and not

easily attainedi especially i f the | ow hanging Afrui
o Like many utilities, we have already approached the most of the obvious

candidates in our past efforts

o How do we find the best conservation candidates? - those who would really move
us toward achieving what are aggressive CDM targets

o It takes time, energy and resources to design and execute programs, So you want
to get the best possible results

o At Hori zon we believed we had to develop a

11



Where does energy density mapping fit in for CDM?

« OPA’s new “saveONenergy” programs greatly assist LDCs, but do
not break new ground in helping us find customers for CDM
programs

« Energy mapping first thought beneficial for smart grid / smart
growth planning coordination, but now is relevant for CDM
execution

saveONenergy
FOR HOME

Slide 12: Where does energy density mapping fitin for CDM?

The nsaveONenergyd0 programs are hel pful i n

not assist greatly in finding customers who need CDM programs

With this being the dilemma, we quickly realized how energy mapping could be
useful for CDM execution

We had been working on energy mapping already, thinking it would be beneficial
for smart grid and smart growth planning, but the OEB targets made CDM the
place to start

t

he
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New, broader “vision” for distributors
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Source: European Technology Platform SmartGrids

+ LDCs were already seeking expanded role with customers
» Energy mapping can be of assistance

SIlide 13: New, broader fAvisiono for distribut
. Energy mapping is the kind of tool that is also going to be helpful for the broader
vision our sector is seeking for our role as distributors
. LDCs have always played a vital role in community development and general
well-being through the safe and reliable distribution of electricity.
. Given more opportunities through policy innovations, LDCs can contribute in
additional ways to the success of our communities
. The EDA has certainly set LDCs heading in the right direction with its LDC
Vi sioning Exercise, which states ALDCs are
sector in Ontario to a future that provides flexibility and value to customers,
through a modern and efficient grid, and within environmentally sustainable
communities. o

. I n Horizonés view, energy mapping wil/l con
innovations

13



LDCs in a “hot, flat and crowded” world
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* New LDC roles fit into new policy directions of
government and evolving societal expectations

Sl ide 14: LDCs in a Ahot, flat and crowdedo v

. These new LDC roles are not only what makes sense to the EDA and the LDCs,
but are also a good fit with other new policy directions from the government

. Not everyone will be aware of this, but the Green Energy Act expands the role of

LDCs

o I'ts Section 6 actually highlights the gove
sector in Ontario to conserve energy and develop Energy Management Plans

. LDCs are no | onger seen as simply Awireso

. But what are the expanded tools at our disposal for these policy innovations?

14



Connecting “smart” grid and “smart” growth

* Horizon had been already been
exploring interrelationship of
‘Smart Grids’ and ‘Smart Growth’: “ s . “
Contributing slustalnable Energy Solutions Smart g”d plannlng and Smart
to Advance ¢ fe growth” municipal planning

The Future of LDCs:
From Wires Companies to Local Energy Companies
8" Annual Ontario Power Summit

» Energy mapping useful for
Max Cananzi, CEO smart grid planning

Horizon Utilities Corporation
May 25, 2009

{ ldg
v
15 Looking bayon o
Slide 15: Connecting fismarto grid and fAsmart C

o At Horizon, we realized, early on, the connection between electricity smart grid
planning and municipal smart growth planning

o Indeed, our CEO, Max Cananzi, actually made this the focus of his speech to the
Ontario Power Summit back in 2009

. Finding the interconnections between smart grid and smart growth will make all
our communities more efficient and effective

o We see energy mapping as a useful way to better implement smart grid and smart
growth

15



Municipal official plans — Hamilton & St. Catharines

The Garden City Plan

 Schedule D

Hamilton and St. Catharines are experiencing significant

“smart growth” urban renewal
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Slide 16: Municipal official plans i Hamilton and St. Catharines

. Energy mapping for smart grid is particularly important for Horizon because the

cities of Hamilton and St. Catharines, being older than many communities in
Ontario, are being redeveloped on a significant scale
o Having accurate data on energy use in precise locations will be of great
assistance in ensuring that the smart grid planning is supportive of the smart
growth planning.
o For this reason, we have been paying close attention to the future of municipal
planning and development locally

. Hami |l tonés Downtown Urban Growth Ce
hectare by 2031, which is 50 above
o Intensification ensures land, urban services and the transportation network are

used more efficiently and sufficient population is maintained to support existing

community facilities.

. There are important opportunities to ensure the planning serves the new
standards of CDM and the much talked about smart grid strategies required of

LDCs

n
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Provincially mandated “smart growth”

Ontario

Provincial

Policy

Statement

« All municipal official plans must now follow smart growth
principles, including reduced energy use

« Energy mapping relevant for all LDCs & municipalities

Slide 17: Provincially mandated fismart gr owth

o Smart Growth, not just smart grid, will be important for all LDCs

o The reason is that The Provincial Government has mandated that all municipal
official plans follow smart growth principles

o The Provincial Policy Statement, which comes out every five to 10 years or so,
sets the parameters for all municipal plans

o The focus on smart growth actually started back during the Harris government,
when Smart Growth regional panels were established, and has continued under
the McGuinty government

o Energy mapping has great potential to assist in achieving smart growth objectives,
as | will explain in the following slides

17



Ontario’s greenbelt plan & smart growth plan

* New legislation shapes where the growth can occur
+ Limits in “greenbelt” and encourages urban development

Slide 18: Ontariobs greenbelt plan & smart gr
o Smart Growth in Ontario got its real traction through the greenbelt and places to
grown legislation in the last 10 years
. Ontariods APl aces to Growo Plan is meant t
way that supports economic prosperity, protects the environment and helps
communities achieve a high quality of life
o The Greenbelt plan of 2005 actually came first and, essentially, placed large tracts
of land off limits for development, thereby pushing development to existing urban
and suburban areas
o Places to Grow then puts smart growth principles into action by providing clear
instruction for municipalities as they develop their Official Plans

o Ontariobds Smart Growth strategy is intende
renewal in urban municipalities
J LDCs that rely heavily on customer base gr

and do not seize the opportunities that are being presented (and mandated) by
smart growth, are going to face significant challenges in the future - financial or
otherwise.
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Urban redevelopment & intensification

Smart Growth focus is on:

» Making best use of existing infrastructure
« Improving liveability of communities

* Reducing energy use

Slide 19: Urban redevelopment & intensification
This alll comes together as fAsmart growt ho

redevelopment and intensification, which in turn leads to a whole host of
opportunities and responsibilities for LDCs

Smart growth is about making best use of existing infrastructure, improving
liveability of communities and, of special significance for LDCs, reducing energy
use

In this regard, LDCs will have increasing need for integrated energy plans at the
local level, or we may miss innovative energy solutions

In addition, smart growth is good for LDCs, and for rate payers, because
intensification leads to more customers served from existing assets

The need for infrastructure renewal, the emphasis on smart growth, and the
Green Energy Act are all demanding a response from the LDC community.

The opportunity for LDCs is very clear i a need to transform ourselves from
simple wires businesses to local energy companies

This is something Horizon has taken to heart with energy mapping
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Slide 20: Energy mapping 1 Calgary 2008

o Smart Growth and energy mapping had their first marriage in the City of Calgary,
the heart of the oil and gas industry, of all places

o Calgary is actually the first major energy mapping study completed in Canada

o It was done by the Canadian Urban Institute

Calgary is concerned about its community sustainability and wanted an energy
land-use map that would provide clear direction about the potential to reduce
greenhouse gas emissions and encourage the use of alternative energy systems
through considerations such as the design of buildings and the encouragement of
more compact, mixed-use and high-density communities.
The map on the |l eft shows fABusiness as Usu
development and high per capita energy use, and the map on the right shows the
iulhirggh ef ficiencyo scenario

. The CUI study provided a cost-effective approach to allow the City to understand
expected population and employment growth, while still meeting energy and
greenhouse gas objectives.
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