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1.1 Has Hydro One responded appropriately to all relevant Board directions from 6 

previous proceedings?  7 

 

Ref: Ex H1/Tab 5/Schedule 1/Page 2 

 

Please provide the following information with respect to Hydro One’s forecast of export 

transmission service revenues: 

 

A) A list of export transmission service revenues, by year, for the years 2005-2009. 

 

B) The original Independent Electricity System Operator (IESO) transmission export 

revenue forecasts for the years 2005-2009. 

 

C) A detailed description of the forecasting methodology used by the IESO to 

forecast export transmission revenues.  

 

D) In a format similar to what Hydro One provides to confirm its load forecast 

accuracy (Ex A/Tab 12/Schedule 3/Page 21/Table 5), please illustrate the 

historical forecast accuracy for the Hydro One/IESO export transmission tariff 

revenue forecasts. 

 
 
Response 28 

29 

30 

31 

32 

 
The response to parts B) and C) are provided by the IESO with input from Hydro One to 
part B). 
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A) Revenues received for export transmission service for the year 2005 to 2009 are as 1 

follows: 2 

 
 2005 2006 2007 2008 2009 
M$ 12.0 13.3 14.1 24.6 16.8 

 4 

7 

B) The IESO doesn’t forecast transmission export revenue; however, the energy export 5 

forecasts were provided by the IESO for the years 2005-2009, as follows: 6 

 
 2005 2006 2007 2008 2009 
TWh 5.8 8.6 10.4 12.3 6.7 

 8 

9 

10 

11 

The export revenue forecasts assumed by Hydro One in its Transmission 
Applications are as follows:  

 

 2005 2006 
2007 

(note 1) 
2008 

(note 1) 
2009 

(note 2) 
TWh - - 12 12 12 

Note 1: Forecasts based on the actual 2005 level of exports as indicated in EB-2006-0501, Exhibit H1, 
Tab 5, Schedule 3, page 2, Updated February 23, 2007. 

12 
13 
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Note 2: Forecast based on export volumes included in the IESO’s 2008-2010 Business Plan filed as 
part of the IESO’s 2008 Rate Submission in Proceeding EB-2007-0816:  
(http://www.rds.oeb.gov.on.ca/webdrawer/webdrawer.dll/webdrawer/rec/19076/view/IESO_2008_Fe
es_Business_Plan_2008-2010_Sept.27.07_20071102.PDF) 

 
C) The IESO forecast of export volumes for the 2005 forecast year was based on the 20 

previous 5-year (2000-2004) average of monthly exports.  For the 2006-2008 forecast 
years, the export forecasts were based on 3-year moving averages of monthly exports. 

 
For the 2009 forecast year, two adjustments were made to the 3-year moving average 
model used in the prior years.  This was done in recognition of anticipated changes in 
market and system conditions that were expected to impact export volumes going 
forward.  The two adjustments are described below: 
 
i) The historical export data used in the 3-year moving average was limited to 

exports net of linked wheels.  This was done in recognition of the relatively high 
volume of linked wheels experienced in the first half of 2008, which subsequently 
returned to normal levels following Federal Energy Regulatory Commission 
approval on August 21, 2008 of a New York Independent System Operator 
(NYISO) temporary proposal prohibiting the scheduling of external transactions 
over eight specified circuitous paths.  This change to the forecast methodology 
was made because the high volume of linked wheels experienced in the first half 
of 2008 was not expected to reoccur in 2009.  Furthermore, the export volumes 
associated with linked wheels prior to 2008 had been insignificant. 
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ii) Electricity exports in 2009 were expected to be lower as a result of government-1 

directed limits on emissions from Ontario’s coal-fired generation plants.  The 
IESO anticipated that the reduction in exports due to coal-fired emissions 
restrictions for 2009 would be approximately 50% of the export forecast based on 
the 3-year moving average 

Going forward, it is possible that the methodology for determining the export forecast 
will be subject to further revisions as market and system conditions continue to 
evolve. 
 

D) A comparison of the export transmission service forecast with actual export 10 

transmission service revenues, in a format similar to that used in Table 5 of Exhibit 
A, Tab 12, Schedule 3, is provided below: 

 

Year 
Forecast ETS 
Revenue ($M) 

Actual ETS revenue based 
on IESO invoice ($M) 

Variance of forecast as 
percentage of actual 

2005 5.8  12.0  -51.6% 
2006 8.6  13.3  -35.1% 
2007 12.0  14.1  -15.1% 
2008 12.0  24.6  -51.2% 
2009 12.0  16.8  -28.6% 
Mean     -36.3% 

 14 
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1.1 Has Hydro One responded appropriately to all relevant Board directions from 6 

previous proceedings?  7 

 

Ref: Ex H1/Tab 5/Schedule 1 

 

Please indicate what the export transmission tariff would be for 2011 and 2012, if the 

tariff had increased in step with Hydro One’s revenue increases since it was first 

implemented in 1999. 

 
 
Response 16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

 
The 1999 approved revenue requirement for Ontario Hydro Services Company Inc., the 
predecessor of Hydro One Transmission, was $1,163.0 million, (Proceeding RP-1998-
0001, Transitional Rate Order Transmission, page 3, dated March 31, 1999).  The 2011 
proposed revenue requirement is $1,445.5 million and for 2012 the proposed revenue 
requirement is $1,547.4 million, (Exhibit E1, Tab 1, Schedule 1, page 1, Table 1). 
 
If the export transmission tariff had increased in step with Hydro One’s revenue increase, 
the 2011 export transmission tariff would be 1.24 ¢/kWh and in 2012 the export 
transmission tariff would be 1.33 ¢/kWh. 
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1.1 Has Hydro One responded appropriately to all relevant Board directions from 6 

previous proceedings?  7 

 

Ref: Ex H1/Tab 5/Schedule 2/Page 3/Note 2 

 

A) Please indicate when the IESO first attempted to negotiate reciprocal 

export tariff reductions with neighbouring jurisdictions. 

 

B) Please indicate the status of negotiations or agreements between the New 

York Independent System Operator and the IESO with respect to mutual 

elimination of export transmission tariffs, including when, in the IESO’s 

estimation, such mutual elimination will occur.  

 

C)  If the IESO cannot provide an estimate of when a mutual tariff 

elimination will occur between New York and Ontario, please indicate the 

past and current schedule of meetings specifically dedicated to this topic 

that have been held between the NYISO and the IESO since the IESO 

report was issued in August of 2009. 

 

D) Please indicate whether the IESO is in current negotiations with 

jurisdictions other than New York with respect to mutual export tariff 

reductions and what the status is of these negotiations. 
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This response is provided by the IESO. 
 
A) B) C) D)   6 

The IESO first initiated discussions with NYISO in 2007.  Later it commenced 
discussions with Hydro Quebec and MISO.  These communications continued until 
mid 2009. 
 
NYISO was receptive to this initiative and indicated it would be interested in 
discussing it further, pending consultation with NY transmission owners, regulators 
and its stakeholders. 
 
MISO was not receptive to this initiative; nor was Hydro Quebec.  Hydro Quebec 
advised the IESO in May 2009 that it had no interest in negotiating or participating in 
any reciprocal arrangement because HQT’s tariff was cost-based and applies 
uniformly to all types of energy transmitted in and out of Quebec.  
 
The IESO intends to follow up with NYISO (and its other neighbors should their 
level of interest change) on this initiative but not in the near future. The incremental 
benefit of negotiating an arrangement with NYISO alone is not as great.  The IESO 
will follow-up on this once it completes more immediate initiatives that are required 
to implement the GEA.   In particular, the IESO is currently undertaking initiatives 
that are necessary to incorporate changes resulting from the GEA, including 
initiatives designed to integrate increased amounts of renewable generation in a 
manner that will maintain system reliability and operability (e.g., enable intermittent 
resources to be treated as dispatchable resources) and which will also contribute to 
mitigating potential SBG conditions.  The IESO proposes that it focus on and 
complete these efforts before revisiting the matter of ETS tariff elimination with NY, 
and other neighbours as applicable. 
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1.1 Has Hydro One responded appropriately to all relevant Board directions from 4 

previous proceedings?  5 

 

Ref:  Ex G1/Tab 2/Schedule 1 

Ref: EB-2006-0501, Ex G1/Tab 1/Schedule 1/Page 5 

 

In the current application, Hydro One refers to the rate making methodology articulated 

and approved in EB-2006-0501 and EB-2008-0272.  The reference to EB-2006-0501 is 

the articulation of Bonbright’s “Principles of Public Utility Rates” for rate making and 

Hydro One’s use of same.  The IESO study and summary do not appear to discuss 

standard rate making principles.  

 

A) Please discuss how the cost allocation and rate design principles that have been 

approved by the Board have been reflected in the IESO study and 

recommendation. 

 

B) Please discuss the decision criteria employed by the IESO and whether Hydro 

One provided any direction to the IESO with respect to how its own rate 

making principles were to be reflected in the IESO study. 

 
 
Response 25 

26 

27 

28 

30 

31 

32 

33 

34 

35 

 
This response is provided by the IESO. 
 
A) The IESO did not undertake a study (nor was it requested to do so) of potential 29 

alternatives to the cost allocation principles already approved by the Board and 
adopted in Ontario in respect of export transmission service. The rate design 
principles relating to the ETS tariff were approved by the Board in RP-1999-0044.  
Here the Board endorsed a tariff design that will contribute to maximizing the 
benefits of integrated regional electricity markets and trades. In particular, the Board 
noted that “[t]he Board does not accept that the EWT charge should be equal to the 
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domestic charge, as advocated mainly by the environmental groups, since such a 1 

charge may frustrate the objective of working toward a larger, open power market.”  2 

The IESO’s recommendation is consistent with the Board’s longstanding premise 3 

regarding the underlying basis of the export transmission service rate design 4 

principles approved by the Board in RP-1999-0044. 5 

 
B) Please refer to the Section 3.0 of the ETS Tariff Report for an explanation of the 7 

decision criteria employed by the IESO.  No, Hydro One did not provide any 8 

direction to the IESO with respect to how its rate making principles should be 9 

reflected in the study. 
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1.1 Has Hydro One responded appropriately to all relevant Board directions from 4 

previous proceedings?  5 

 

Ref: Ex H1/Tab 5/Schedule2/Page 6 

 

Please break out the effects on Ontario consumers and generators in 2011 and 2012 of 

selecting Option 2, in terms of higher and/or lower costs relative to the status quo. 

 
 
Response 13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

 
This response is provided by the IESO. 
 
The study did not consider the effects on consumers (i.e., price impacts) and generators 
(i.e., variable production costs) for the years 2011 and 2012. The test years in the ETS 
study were 2010 and 2015. The effects on consumers and generators in selecting Option 
2 are as follows:  
 

Cost Effects of selecting Option 2 Relative to the Status Quo 
 
Year Price effect on Consumers 

(%) 
Cost effect on  Generators 

(Million) 
2010 (2.5) ($126)  
2015 (1.4) ($325)  

Note: 2008 Canadian Dollars  24 
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Ref: H1/Tab 5/Schedule2/Attachment 1 

 

A) Please indentify any external (i.e., non – IESO or Hydro One) sources of funding 6 

for the ETS study, as well as the amount and purpose of the external funding.   

 

B) Please describe how the IESO canvassed for and supported stakeholder 9 

involvement for the ETS study, particularly by groups representing customer 

interests. 

 

C) Appendix B of Attachment 1 lists Hydro Quebec as a stakeholder participant in 

the ETS study process. Please indicate whether in this study proceeding Hydro 

Quebec expressed an interest in a mutual elimination of export tariffs and 

whether discussions have ensued. 

 
 
Response 19 

20 

21 

22 

24 

25 
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This response is provided by the IESO. 
 
A) The scope of the IESO’s review was expanded at the behest of stakeholders to 23 

consider two additional ETS tariff options (i.e., Unilateral Elimination of the tariff in 
all hours and only during off-peaks hours) and to review the potential impacts of each 
of the options on SBG events.  Bruce Power contributed $22,000 towards the ETS 
Tariff Study to help offset the additional cost of expanding the scope of the study.  
Review of the potential impacts on SBG events was not part of the initial scope of 
work.  

 
B) The IESO announced that it was undertaking the ETS Tariff Study by way of its 31 

weekly bulletin to market participants.  Also, the IESO sent a notification to all 
interveners in Hydro One’s EB-2006-0501 Transmission Rate hearing.  A 
Stakeholder Working Group was subsequently established and administered in 
accordance with the IESO’s Stakeholder Engagement Principles and Process.  A 
detailed description of the Stakeholder Engagement Principles and Process can be 
found on the IESO’s public website at the following link: 
http://www.ieso.ca/imoweb/consult/stakeholder_principles.asp 38 

http://www.ieso.ca/imoweb/consult/stakeholder_principles.asp
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C) Hydro Quebec Trans-Energie did not express a view for or against mutual elimination 2 

of the export tariff between Ontario and Quebec during the course of the stakeholder 3 

consultation process.  Discussions with Hydro Quebec Trans-Energie regarding 4 

reciprocal treatment of export tariff between Ontario and Quebec took place through 5 

other means. On May 26, 2009, the IESO was advised by Hydro Quebec Trans-6 

Energie that it had no basis on which to engage in any negotiation or to participate in 7 

any reciprocal arrangements on ETS Tariff elimination.  It noted that its tariff is of the 8 

cost-based type and applies uniformly to all kinds of energy flow in its jurisdiction 9 

(e.g., native load, exports, wheel-through transactions).  There have been no further 
discussions with Hydro Quebec Trans-Energie regarding this matter since receiving 
this communiqué.  
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1.2  Are Hydro One’s economic and business planning assumptions for 2011/2012 

appropriate?  

 

Ref: Ex A/Tab 12/Schedule 1/Page 5 

 

HONI states that “the 2010-2012 Budget and Outlook was subsequently modified to take 

into account customer concerns with respect to the level of increases proposed for the 

2011 and 2012 test years.” 

A) Please identify the specific modifications Hydro One made to the 2010-2012 

Budget and Outlook to address customer concerns.   

 

B) What criteria was used to determine the modifications identified in A) above.   

How were the modifications prioritized? 

 

C) What spending was cancelled and why? What spending was deferred and why? 

 

D) For the work that has been deferred, does Hydro One intend to complete this work 

in future years?  If yes, what is the schedule for completion? 

 
 
Response 24 

25 

27 

29 

31 

 
A) Please refer to Exhibit 1, Tab 3, Schedule 1 and Exhibit I, Tab 1, Schedule 38. 26 

  
B) Please refer to Exhibit 1, Tab 3, Schedule 1 and Exhibit I, Tab 1, Schedule 38.   28 

 
C) Please refer to Exhibit 1, Tab 3, Schedule 1 and Exhibit I, Tab 1, Schedule 38. 30 
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D) The majority of reductions in Sustaining OM&A are attributed to work that was 
deferred and will need to be scheduled for completion in future years.  It is expected 
that reductions attributed to changes in protection re-verifications and improved 
planning will be carried into the future.  The specific timing of the deferred work will 
be determine through the annual prioritization process, and in all likelihood much of 
it will be done in the 2013, 2014 time frame.   

 
The majority of the reductions in Development Capital are attributed to customer or 
renewable generation connections projects that were deferred 1 to 2 years from the 
original plan in-service date.  For the non-Green projects, as long as the need exists 
Hydro One will continue to proceed with these projects as per the current schedule.  For 
the Green projects, please see Exhibit I, Tab 1, Schedule 98.  
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1.3  Is the overall increase in 2011 and 2012 revenue requirement reasonable?  

 
Ref: Ex E1/Tab 1/Schedule 1/Page 2/Table 2 
 
Table 2 on page 3 compares the Revenue Requirements for 2010, 2011 and 2012. Please 

complete the following Table to include the Board Approved Revenue Requirements for 

historic years. 

 
Revenue Requirement ($ M) 

Description Year 
2006 

Year 
2007 

Year 
2008 

Year 
2009 

Bridge 
Year 
2010 

Test 
Year 
2010 

Test 
Year 
2011 

OM&A        
Depreciation        
Capital Taxes        
Cost of Capital        
Total Revenue Requirement        
Less External Revenues        
Less Export Revenue Credit        
Less Other Cost Charges        
Add Low Voltage Switch Gear        
Rates Revenue Requirement        
% Change (year to year)        

 12 

Response 13 

14  
Revenue Requirement ($ M) 

Description Year 
20063 

Year 
2007 

Year 
2008 

Year 
2009 

Bridge 
Year 
2010 

Test 
Year 
2011 

Test 
Year 
20121 

OM&A  394.1 387.5 415.0 426.2 436.3 450.0 
Depreciation  243.6 256.1 258.0 281.3 302.9 334.8 
Capital Taxes  15.7 16.4 16.4 6.0 0.0 0.0 
Income Taxes 2  64.7 52.7 24.7 34.0 80.9 70.0 
Cost of Capital  438.4 457.4 464.9 509.8 625.3 692.6 
Total Revenue Requirement  1,156.4 1,170.1 1,179.0 1,257.3 1,445.5 1,547.4 
Less External Revenues  (24.5) (23.6) (18.6) (18.0) (31.3) (24.7) 
Less Export Revenue Credit  (12.0) (12.0) (12.0) (12.0) (10.1) (10.2) 
Less Other Cost Charges  (36.5) (36.5) (14.2) (20.3) (10.0) 2.6 
Add Low Voltage Switch Gear  9.8 10.2 10.3 10.8 11.8 12.5 
Rates Revenue Requirement  1,093.2 1,108.3 1,144.5 1,217.7 1,405.8 1,527.5 
% Change (year to year)   1% 3% 6% 15% 9% 

1. Test year 2012 has been added to the requested table under the assumption that it was inadvertently excluded from the original 
request. 

15 
16 
17 
18 
19 
20 

2. The Income Taxes line item has been added to the table to show the full revenue requirement calculation under the assumption that 
it was inadvertently excluded from the original request. 
3. There is not an approved revenue requirement for the 2006 historic year. Prior to 2007, the last approved revenue requirement was 
for the year 2000. 
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2.1 Is the load forecast and methodology appropriate and have the impacts of 

Conservation and Demand Management initiatives been suitably reflected?  

 

Ref: Ex A/Tab 12/Schedule 3/Page 7/Table 2 

 

A) Before Table 2, (lines 4-6), it is stated that the IPSP CDM figures were adjusted 9 

for the recent recession, yet the figures for Maximum Peak Demand for the 

recession years (2008 and 2009) do not seem to have been changed in Table 2.  

Please explain.  

 

B) Please explain the basis for calculating the difference between the IPSP 

Maximum peak demand incremental CDM of 787MW in 2010 versus the 

387Mw used in this forecast.  Please identify which programs are expected to 

deliver an additional 787 MW of peak demand reduction in 2010. 

 
 
Response 20 

21 

23 

24 

26 

27 

28 

 
A) The adjustment was for the forecast period starting 2010. The actual figures for 2008 22 

and 2009 remained unchanged. 
 
B) It was based on a forecast judgment of postponing 400 MW of CDM impact from 25 

2010 to 2011 and 2012.  Hydro One used the CDM assumptions provided by the OPA 
consistent with the 2007 IPSP submitted to the Board.  For details of programs 
achieving 787 MW in 2010, please refer to  Exhibit I, Tab 4, Schedule 11, part (d).  
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2.1 Is the load forecast and methodology appropriate and have the impacts of 

Conservation and Demand Management initiatives been suitably reflected?  

 

Ref: Ex A/Tab 12/Schedule 3/Page 19/ Table 3 

 

For 2009, the Ontario Demand forecast less CDM and Embedded Generation seems to 

equate to exactly 21,340 MW. 

 

A)  Is this a coincidence or were one of the forecast figures adjusted after the 

actual results were realized? 

 

B)  Is the 21,340 MW figure actual or weather-corrected?  If weather corrected, 

please provide the actual number. 

 
 
Response 21 

22 

24 

 
A) 21,340 MW is the weather corrected actual for 2009. 23 

  
B) See response to Part A. The actual number for 2009 is 20,798 MW. 25 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 11 
Page 1 of 2 
 

Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #11 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 
2.1 Is the load forecast and methodology appropriate and have the impacts of 

Conservation and Demand Management initiatives been suitably reflected?  

 

Ref: Ex A/Tab 12/Schedule 3/Pages 12-13/Figures 1 & 2 

 

A) These figures show temperatures over a 57 year period.  Please confirm that 
the average temperatures shown are for the entire period and not for the 
current 31 year period used to establish weather normal conditions. 
 

B) Please provide and additional line on these charts showing a linear trend line 
of the 31 year average (e.g., starting in 1983). 
 

 
 
Response 20 

21 

23 

25 

26 

 
A) Yes, the averages presented in Figures 1 and 2 are calculated over a 57 year period.  22 

 
B) The requested linear trend lines (starting 1983) are provided below in Figures 1b and 24 

2b. 
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Figure 1b: Toronto Pearson International Airport:
Minimum of Average Daily Temperature
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Figure 2b. Toronto Pearson International Airport:
Maximum of Average Daily Temperature
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2.1 Is the load forecast and methodology appropriate and have the impacts of 

Conservation and Demand Management initiatives been suitably reflected?  
 

Ref: Ex A/Tab 12/Schedule 3/Page 21/Table 5 

 

A) For the same years as shown on this table, please provide columns showing 

the original (current year) forecast, the actual average monthly peak Ontario 

demand and the amount of weather correction applied that resulted in the 

calculation of forecast accuracy.  

 

B) The note at the bottom of Table 5 seems unclear.  Please provide a sample 

calculation for 2009 that illustrates how the calculation works to consider 

CDM impacts. 

 
Response 20 

21 

23 

 
A) The requested information is provided in the following table. 22 

 
Comparison of Forecast and Actual 12-Month Average Ontario Peak (MW) 

Forecast for the Current Year, 2nd Year and 3rd Year Weather
Weather Corrected

Year 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Actual Correction Actual

1999 20,776 21,060 -92 20,968
2000 20,896 21,407 21,566 -197 21,369
2001 21,060 21,612 21,526 21,658 -102 21,556
2002 21,857 21,747 21,842 22,737 -928 21,810
2003 22,035 22,023 22,003 22,317 -372 21,945
2004 22,133 22,196 22,183 22,375 -211 22,164
2005 22,458 22,452 22,360 23,109 -827 22,282
2006 22,625 22,509 22,368 23,292 -772 22,520
2007 22,769 22,507 22,621 23,932 -1,512 22,420
2008 22,730 22,791 22,676 22,988 -246 22,742
2009 23,018 22,946 22,794 22,302 542 22,844

 24 
25  

B) Please see Exhibit I, Tab 1, Schedule 30. 26 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #13 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 
3.1  Are the proposed spending levels for, Sustaining, Development and 

Operations OM&A in 2011 and 2012 appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref: Ex C1/Tab2/Schedule 2/Appendix A 

 

Please provide the most recent heath index information for the different asset components 

categories, as previously provided in EB-2008-0272 Ex D1/Tab 2/Schedule 1 and also in 

EB-2006-0501. 

 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

 
Hydro One has not updated the previous health index information provided in EB-2008-
0272 or EB-2006-0501, as the indices in themselves are not used to make specific 
investment decisions, except with Protection and Controls (P&C), i.e., high end electrical 
components.   Health Indices for P&C are based primarily on trends in relay reliability 
from observed failure rates, rather than the condition based health indices that apply to 
most other asset categories.  The failure rates of particular makes and models of relays 
are tracked through re-verification and event analysis and the current health index 
formulation lends itself to making investment decision on a class of assets such as with 
P&C, as opposed to equipment/component specific investments.   
 
The health indices that were submitted in the previous filings referenced above would 
provide an overall view of the condition of asset groups.  However, as noted in Exhibit 
D1, Tab 2, Schedule 1, page 10, a number of factors in addition to a health index are 
considered in determining the end of, or remaining life of an asset, as well as the need for 
specific investments.  These are: reliability and performance, utilization, technical 
obsolescence, safety and environment, life cycle cost and age to some degree.  Except for 
P&C, health indices are highly condition centric and they are indicators of an asset end of 
life, but there are other factors to consider as noted above.   It is these other factors and 
the key inputs to the health indices that were used to establish the need for the sustaining 
investments as identified in Exhibit C1, Tab 3, Schedule 3 and D1, Tab 3, Schedule 2.  
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12 

13 

14 

15 

16 

17 

18 

As noted above, specific investment decisions are to some degree based on the key 
elements of a health index.  For example, conductor end of life on overhead transmission 
lines is based on tensile strength and ductility determine through a twist test.  The results 
from these tests were used to establish the need for the replacement of the conductor on 
circuit A6P as detailed in Exhibit D2, Tab 2, Schedule 3, S38.  Furthermore, Hydro One 
has provided evidence concerning the decision process as noted in Exhibit D1, Tab 2, 
Schedule 1 starting on page 12.  The specific decision process for overhead conductor 
replacement is highlighted on page 72 of this exhibit. 
 
Certainly, correlating asset condition to actual asset failure or remaining life, and the risk 
posed to system reliability and customer supply remains an industry challenge.  Hydro 
One has begun the work to better quantify and analyse the asset risks and correlate these 
to the need for specific investments.  To update the former health indices is a significant 
effort, and it is Hydro One’s view that our efforts are better spent improving the analytics 
and developing tools that will provide greater and more specific insight into the need for 
investments.  Furthermore, with the recent implementation of SAP and the information it 
provides, and the added ability to analyse asset data, substantial improvements can be 
made in the assessment of end of life risks.  
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #14 
List 1
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

 
3.1  Are the proposed spending levels for, Sustaining, Development and 

Operations OM&A in 2011 and 2012 appropriate, including consideration of 

factors such as system reliability and asset condition? 

 

Ref: Ex A/Tab 13/Schedule 1/Appendix B 

 

Please augment Figures B1, B2 and B3 with linear trend lines for the periods shown. 

 
 
Response 15 

16 

17 

18 

19 

 
Figure B1 

Historical Performance of Frequency of Delivery Point Interruptions 
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Figure B2 
Historical Performance of Duration of Delivery Point Interruptions 
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Figure B3 
Historical Performance of Unsupplied Energy 
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List 1
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

13 

14 

16 

17 

18 

 
3.1  Are the proposed spending levels for, Sustaining, Development and 

Operations OM&A in 2011 and 2012 appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref: Ex A/Tab 14/Schedule 1/Page 12 
 

A) Please provide a list of the Key Performance Indicators (KPI) that is currently 12 

in use by Hydro One. 

 

B) Please provide a list of the Key Performance Indicators (KPI) that is currently 15 

in use by Hydro One. 

 
 
Response 19 

20 

22 

23 

25 

26 
27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

 
A) The Transmission unit cost is reported each month with a variance explanation. See 21 

Exhibit I, Tab 4, Schedule 8,  for year end report data.  
 
B) The Hydro One Strategy is used to develop a Balanced Scorecard that contains a set 24 

of performance measures. At the corporate level they include: 
 

Lost Time Injuries = (# of lost time injuries per 200,000 hours worked) 
 
Medical Attentions = (# of medical attentions per 200,000 hours worked) 
 
Tx Customer Satisfaction = (% satisfied)  
 
Dx Customer Satisfaction = (% satisfied) 
 
Smart Meters Enabled to Support Time-of-Use Billing = (# of smart meters in millions 
with reliable network to support TOU billing requirements) 
 
Green Grid Enablers (Smart Zone) = (% of milestone met) (Results available quarterly) 
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21 

Tx Frequency of Customer Unplanned Interruptions on 115/230kV Network System per 
delivery point 
 
Tx Duration of Customer Unplanned Interruptions on 115/230kV Network System 
(minutes/delivery point) 
 
Dx Duration of Customer Interruptions = (hours per customer) 
 
Major Green Projects and Bruce to Milton Project = (% of milestone met) 
 
Greenhouse Gas Reduction = (# of metric tonnes removed) 
 
Employee Survey = (Grand Mean) (Results available in December) 
 
Net Income After Tax ($M) 
 
Credit Rating = (Long Term Debt Rating Category) 
 
Transmission Unit Cost = (% Sustaining Capital and O&M per Asset) 
 
Distribution Unit Cost = (Capital and O&M costs per km of line) $’000/km 
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3  
Interrogatory 4 

5 
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3.2 Are the proposed spending levels for Shared Services and Other O&M in 

2011 and 2012 appropriate?  

 
Ref: Ex C1/Tab 2/Schedule 9 

 

A) Does the three year extension to the Inergi contract include requirements for 

continuous efficiency improvements? 

 

B)  Page 2: Has Hydro one conducted any recent reviews of the value for money 

it has received from the Inergi contract? 

 

14 

15 

16 

C) Page 2: Does this extension entitle Inergi to specific work in the 2013-2015 

period on software projects that may not yet have been approved by the Board 

(e.g., replacement of legacy systems, Cornerstone 3, etc.)? 

 

17 

18 

19 

20 

D) Page 9: it is stated that SAP maintenance costs will hold at $9M for 2010 and 

2011. Is this amount contractually guaranteed with SAP or can SAP 

unilaterally raise this cost? 

 

21 

22 

23 

24 

E) Page 19/Table 6: Please identify the amounts Hydro One has spent/is 

planning to spend on external consultants, contract staff and service providers 

in the IT Management and Project Control category over the years shown. 

25 

26 

27 

28 

29 

 
 
Response 30 

31 

33 

34 

 
A) Yes, the three year extension to the Inergi contract includes requirements for 32 

continuous efficiency improvements.  These improvements are stipulated through: 
• a continuous improvement obligations;  



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 16 
Page 2 of 2 
 

2 

4 

7 

8 

10 

11 

12 

13 

14 

15 

16 
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18 

19 

20 

21 

22 

23 

24 

26 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

40 

41 

42 

43 

44 

• a service level methodology that allows for continuous performance improvement 1 

and increasing of service level minimums and targets; 
• a service level methodology that imposes fee credits for missed critical 3 

performance indicators;   
• a base cost reduction curve over the life of the extended contract; and;  5 

• a contract change management process that allows services to be modified to 6 

better align to changes in service requirements.. 
 
B) Yes.  Hydro One engaged an outsourcing advisory firm in 2009 through to contract 9 

extension finalization in 2010, to facilitate the negotiation process and to provide 
advice on outsourcing market practices. In doing so, they provided advice on what 
services and costs Hydro One should expect in a contract extension through 
comparison to other outsourcing arrangements. At the conclusion of negotiations in 
2010, the outsourcing advisory firm provided Hydro One with a professional 
judgment that the agreement, taken as a whole, is market competitive. 

 
In addition, the original agreement between Hydro One and Inergi contained a 
provision for regular benchmarking. In accordance with this provision, in November 
2007, Hydro One engaged an external firm to conduct a benchmarking study to 
provide an independent assessment of the extent to which services provided by Inergi 
to Hydro One were being provided at a price no greater than Fair Market Value.  The 
overall results of the benchmark indicated that Inergi’s pricing was favorable to Fair 
Market Value. 

 
C) No.   25 

 
D) The $9M refers to SAP application support cost which is the cost to Inergi for them to 27 

provide application support to the SAP application in accordance with the outsourced 
service contract.  These costs do not pertain to monies provided to SAP.    

 
The $9M in SAP application support for 2010 and 2011 is contractually guaranteed 
with Inergi as of the extended contract. They cannot unilaterally raise this cost 
without undergoing a contract change management process with Hydro One to 
identify and agree on any proposed changes to service, scope and/or pricing. 
 
SAP software maintenance costs payable to SAP AG are also contractually 
guaranteed over the test years. 

 
E) In the IT Management and Project Control category, Hydro One spent $2.6M in 2007, 39 

$2.9M in 2008, and $6.3M in 2009 on contract staff as well as for projects performed 
by external consultants and by Hydro One’s outsourcer/service provider. For the 
years 2010, 2011, and 2012 the forecasted spend is $6.8M, $4.2M, and $3.9M 
respectively.  Projects in this category are primarily for implementing IT security 
enhancements and for end-of-life server and client hardware refresh.    
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3  
Interrogatory 4 
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3.2 Are the proposed spending levels for Shared Services and Other O&M in 

2011 and 2012 appropriate?  

 
Ref: Ex C1/Tab 2/Schedule 1/Page 2/Table 1 

 

Table 1 provides a summary of Hydro One’s Transmission’s actual OM&A expenditures 

for the historical, bridge and test years.   Please complete the following table to compare 

historical OM&A costs to the Board Approved amounts. 

 
OM&A Costs ($M) 

Description 2006 
BA 

2006 
Actual 

2006 
Var 

2007 
BA 

2007 
Actual 

2007 
Var 

2008 
BA 

2008 
Actual 

2008 
Var 

2009 
Actual 

2009 
BA 

2010 
Bridge 

2011 
Test 

2012 
Test 

Sustaining               
Development               
Operations               
Shared 
Services & 
Other OM&A 

              

Customer 
Care 

              

Property 
Taxes & 
Rights 
Payments 

              

SUB-TOTAL               
Dev Work for 
Tx Projects 
(Gov 
Instruction) 

              

TOTAL               
 15 

16 

17 

18 

19 

Notes: BA = Board Approved; Var = Variance 

 
B) Please provide an explanation of the variances for 2006 to 2008. 
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Response 1 

2 

4 

 
A) See table below comparing historical OM&A costs to the Board Approved amounts: 3 

 
OM&A Costs ($M) 

Description 
2006  
BA 

2006  
Actual 

2006 
Var 

2007 
 BA 

2007 
Actual 

2007
Var 

2008
BA 

2008 
Actual 

2008 
Var 

2009 
Actual 

2009 
BA 

2010 
Bridge 

2011
Test 

2012 
Test 

Sustaining   179.0   200.1 205.9 5.8 200.9 187.5 (13.40) 213.5 211.6 224.4 233.0 243.1 

Development   8.1   8.0 8.4 0.4 8.1 9.2 1.10  14.0 13.9 19.0 18.2 18.9 

Operations   42.9   49.9 54.0 4.1  49.7 51.7 2.00  52.6 57.3 62.1 66.3 68.2 

Shared 
Services & 
Other OM&A 

  
76.3  61.9 80.9 19.0 52.2 59.4 7.20 70.8 61.1 58.6 46.9 46.4 

Customer 
Care 

  0.0  1.6 1.2 (0.4) 1.6 1.3 (0.30) 0.9 1.5 1.1 1.1 1.2 

Property 
Taxes & 
Rights 
Payments 

  

68.6  72.8 62.5 (10.3) 75.1 64.8 (10.30) 65.2 69.7 69.4 70.8 72.2 

Total OM&A   374.9   394.1 412.9 18.7 387.5 373.8 (13.70) 417.1 415.0 434.5 436.3 450.0 

Dev Work for 
Tx Projects 
(Gov 
Instruction) 
Deferral 
Account 

                  

1.9 0.0 8.2 35.7 46.7 

TOTAL with 
Deferral 
Acct. OM&A 

  
374.9  394.1 412.9 18.7 387.5 373.8 (13.70) 419.0 415.0 442.7 472.0 496.7 

* No Board Approved amounts for 2006 5 

6 

10 

 
B) There were no Board approved numbers to compare for 2006. The explanation of 7 

variances for 2007 and 2008 actual OM&A costs compared to the OM&A 8 

expenditures approved by the Board are summarized below. 9 

 
2007 Variances 11 

12 

13 

14 

15 

16 

17 

Hydro One Transmission’s actual 2007 OM&A costs were $19 million higher than 
the $394 million approved by the Board in Proceeding EB-2006-0501.  This was due 
to a lower capitalized overhead credit of $16 million and higher spending in response 
to storms and other unforeseen asset needs. The increase in OM&A costs were offset 
by a $10 million decrease in Property Taxes and Rights Payments.  

  
2008 Variances 18 

19 

20 

21 

22 

23 

Hydro One Transmission’s actual 2008 OM&A costs were $13.7 million lower than 
the $388 million approved by the Board in Proceeding EB-2006-0501.  This 
difference was primarily related to decreases in stations sustainment costs and 
Property Taxes and Rights Payments offset by an increase in Shared Services related 
to an increase in cost of sales. 
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19 

20 

 

3.3 Are the 2011/12 Human Resources related costs (wages, salaries, benefits, 

incentive payments, labour productivity and pension costs) including 

employee levels appropriate? Has Hydro One demonstrated improvements in 

efficiency and value for dollar associated with its compensation costs?  

 

Ref: Ex C1/Tab 2/Schedule 7/Page 10 

 

A) Please provide a table of the number of employees that have been eligible for 

undiscounted retirement for the past 5 years (up to and including 2009) and 

the number of employees that have taken undiscounted retirement.  

 

B) Please provide a table of the median age of employees eligible for 

undiscounted retirement for the past 5 years (up to and including 2009) and 

the median age of employees that have taken undiscounted retirement. 

 
Response 21 

22 

23 

 
A) and B) 

Year 

Number of 
Employees 
Eligible for 

Undiscounted 
Pension 

Cumulative 
Number of 
Employees 
Eligible for 

Undiscounted 
Pension 

Median Age of 
Employees 
Eligible for 

Undiscounted 
Pension 

Number of 
Employees who 

took an 
Undiscounted 

Pension 

Median Age of 
Employees who 

took an 
Undiscounted 

Pension 

2005 409* 409 57.03 60 54.87 
2006 155 564 54.76 61 55.97 
2007 133 697 53.98 69 54.74 
2008 189 886 53.02 103 55.89 
2009 162 1048 53.77 111 56.05 

*In 2005, Number of Employees Eligible for Undiscounted Pension includes all employees from previous years who did not elect to 

retire. Employees who took Undiscounted Pension in a given year may have been eligible in previous years, but did not elect to retire 

in that year. 

24 

25 

26 
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4.2  Are the proposed 2011 and 2012 Sustaining and Development and 

Operations capital expenditures appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref: Ex D1/Tab 3/Schedule 2/ Page 19 

Ref: Ex D2/Tab 2/Schedule 3/ISD # S 16 

 

Please provide a table listing the operating spares that have been placed into active  

service (i.e., activated as replacements for failed transformers or for transformers 

requiring refurbishment) annually for the period 2005-2009, along with the current spares 

inventory, by  primary voltage and MVA Rating . 

 
 
Response 19 

20 

21 

22 

23 

 
Table 1 lists the operating spares that were placed into active service. 
 
Table 2 lists the operating spares currently on-hand by primary voltage and MVA rating. 
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Table 1 
Transmission Operating Spares Placed into Active Service 

 

Year 
Installed 

 
Name Functional Location Capacity 

(MVA) 
Primary 
Voltage 

(kV) 

2005 Woodbridge TS N-TS-WOODBRDGTS-TF-SS4 0.2 44 

 Trafalgar TS N-TS-TRAFALGRTS-TF-T15 750 500 

 
Hinchinbrooke 
SS N-TS-HINCHNBKSS-TF-SS2 0.6 14 

 Cooksville TS N-TS-COOKSVILTS-TF-T6 83.3 230 

 St.Andrews TS N-TS-STANDREWTS-TF-GT3 200A/ph. 28 

2006 Birmingham TS N-TS-BIRMNGHMTS-TF-T4 75 115 

 Wiltshire TS N-TS-WILTSHIRTS-TF-T1 42 115 

 Goderich TS N-TS-GODERICHTS-TF-T1 25 115 

 Essa TS N-TS-ESSATS    -TF-TSS21 0.3 13.8 

 Manby TS N-TS-MANBYTS   -TF-T6 42 230 

 Nelson TS N-TS-NELSONTS  -TF-T4 75 115 

 Cherrywood TS N-TS-CHERRYWDTS-TF-T14 750 500 

 Carlton TS N-TS-CARLTONTS -TF-T3 75 115 

2007 Cecil TS N-TS-CECILTS   -TF-T2 100 115 

 Bramalea TS N-TS-BRAMALEATS-TF-T1 125 230 

 Pinard TS N-TS-PINARDTS  -TF-T1 750 500 

 Glengrove TS N-TS-GLENGROVTS-TF-T3 42 115 

 Martindale TS N-TS-MARTINDLTS-TF-T61 33.5 115 

 Thornton TS N-TS-THORNTONTS-TF-SS1 0.2 44 

 Claireville TS N-TS-CLAIREVLTS-TF-SS3 1 28 

2008 Alliston TS N-TS-ALLISTONTS-TF-T3 83.3 230 

 Keith TS N-TS-KEITHTS   -TF-T23 83.3 230 

 Alliston TS N-TS-ALLISTONTS-TF-T4 83.3 230 

 Cherrywood TS N-TS-CHERRYWDTS-TF-T16 750 500 

2009 Elliot Lake TS N-TS-ELLIOTLKTS-TF-T3 42 115 

 Porcupine TS N-TS-PORCUPINTS-TF-T8 360 500 
 4 
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Table 2 
Existing Transformer Operating Spare Inventory 

 

Primary Voltage MVA 
# Of Operating 

Spares On-Hand 
500 kV 750 2 
500 kV 250 1 
230 kV 250 2 
230 kV 125 5 
230 kV 83 6 
230 kV 42 1 
115 kV 100 0 
115 kV 83 4 
115 kV 75 4 
115 kV 42 9 
115 kV 25 4 

 4 
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4.2  Are the proposed 2011 and 2012 Sustaining and Development and 

Operations capital expenditures appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref: Ex D2/Tab 2/Schedule 2 

 

For those projects and programs over $3M that were also present in this schedule in the 

EB-2008-0272 application, please provide a revised version of this schedule with three 

columns added, indicating the amounts requested for 2009, spent in 2009 and projected 

for 2010.  

 
 
Response 18 

19 

20 

21 

 
The amounts requested are provided in the table below. 
 

LIST OF CAPITAL INVESTMENT PROGRAMS OR PROJECTS 
REQUIRING IN EXCESS OF $3 MILLION 

1.0              Sustaining Capital (Exhibit D1, Tab 3, Schedule 2)  
       

1.1         Stations      
2009 2009 2010   

Requested Spent Projected 
2011 2012 

S1 2011/2012 Oil Circuit 
Breaker Replacement 
Program 
 

3.8 5.2 7.6 6.9 7.9 

S3 2011/2012 Metalclad 
Circuit Breakers 
Replacement – GTA 
 

3.6 9.1 5.2 10.5 10.7 

S4 Beck #1 SS: Air Blast  
Circuit Breaker (ABCB) 
Re-Investment 

3.5 0.1 0.27 25.5 20.6 
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1.1         Stations      
2009 2009 2010   

Requested Spent Projected 
2011 2012 

S5 Abitibi Canyon Switching 
Station (SS) and Pinard 
Transformer Station (TS) - 
Replace EOL Components 
 

2.1 0.2 0.2 10.3 10.3 

S6 Nanticoke TS: Air Blast  
Circuit Breaker (ABCB) 
Re-Investment 
 

9.5 11.1 3.65 4.3 0 

S7 Orangeville TS: Air Blast  
Circuit Breaker (ABCB) 
Re-Investment 
 

7.1 0.0 0.06 10.3 10.6 

S13 Richview TS - Replace 
EOL Transformers T7/T8 
 

0.7 0.02 4.17 6.4 2.8 

S15 Leaside TS - Replace EOL 
Transformers T19, T20 
and T21 
 

7.5 1.83 11.1 4.9 6.5 

S16 Purchase Spare 
Transformers 
 

8.8 14.0 25.0 13.2 13.3 

S19 2011/2012 Station Service 
Upgrades 
 

7.3 3.92 4.04 11.6 11.8 

S20 2011/2012 Spill 
Containment 
Refurbishment – Major 
 

2.8 2.95 2.8 8.4 8.5 

S24 2011 - 2012 Station P&C 
Replacement 
 

8.0 16.7 29.0 22 22.2 

S26 2011-2012 RTU 
Replacement 
 

2.2 10.2 9.25 5 5.5 

S31 TDCN Cyber Security 
 0.0 0 0 5.3 5.1 
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1.2         Lines      

2009 2009 2010   
Requested Spent Projected

2011 2012 

S34 2011/2012 Transmission Wood 
Pole Replacement Program 
 

27.3 21.5 35.8 30.8 31.3 

S35 2011/2012 Steel Structure 
Coating Program 
 

3.0 2.5 2.1 5.5 6.5 

S36 2011/2012 Shieldwire 
Replacement Program 
 

4.1 2.4 3.8 4.2 4.3 

S37 2011/2012 Transmission Lines 
Emergency Restoration 
 

6.0 15.7 6.5 6.6 6.6 

 
2.0              Development Capital (Exhibit D1, Tab 3, Schedule 3)  

       

2.1              Inter-Area Network Transfer Capability   
  2009 2009 2010 2011 2012 
  Requested Spent Projected   
D1 New 500 kV Bruce to 

Milton Double Circuit 
Transmission Line 
 

170.3 150.1 191 184.4 94.3 

D2 Northeast Transmission 
Reinforcement: Install 
SVC's at Porcupine TS & 
Kirkland Lake TS 
 

48.5 29.3 57 33.1 0 

D3 Nanticoke TS - Install 500 
kV, 350 MVar Static Var 
Compensator 
 

15.2 2.8 59.6 22.1 0 

D4 Detweiler TS - Install 230 
kV, 350 MVar Static Var 
Compensator 
 

13.1 1.2 44 34.9 0 

D6 Porcupine TS - Install  
two100 MVar Shunt 
Capacitor Banks 
 

0 0.1 1.1 10.3 0.2 
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2.2             Local Area Supply Adequacy     
  2009 2009 2010 2011 2012 
  Requested Spent Projected   
D9 Woodstock Area 

Transmission Reinforcement 
 

32.3 20.8 24.7 20.7 0 

D10 Rebuild Burlington TS 
115kV Switchyard 
 

5.5 2.4 19.8 30.4 1.4 

D14 Midtown Transmission 
Reinforcement Plan 0 0.9 3.8 31 36.7 

 
2.3              Load Customer Connection     

  2009 2009 2010 2011 2012 
  Requested Spent Projected   
D16 Commerce Way TS:  Build 

new TS and Line Connection 
(formerly Woodstock East 
TS) 
 

0.2 1.0 10.9 27.1 6.5 

D22 New 230/28 kV Transformer 
Station in Northern 
Mississauga & Line 
Connection 
 

2.0 0 0 0.1 7.4 

D23 Enfield TS: Build 230/44 kV 
DESN and Line Connection 
(formally Oshawa Area TS) 
 

0.4 0.1 0 0.0 4.9 

D24 Long Lac TS: Replace End-
of-Life 115-44 kV 
Transformers 
 

1.0 5.5 8.5 5.3 0.0 

D27 Duart TS: Build new 
Transformer Station and Line 
Connection (formerly 
Rodney TS) 
 

3.0 0.9 0.7 12.1 12.6 

 
2.4              Generation Customer Connection     

  2009 2009 2010 2011 2012 
  Requested Spent Projected   
D31 Lower Mattagami Generation 

Connections 6.9 0.1 0.5 2 4 
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3.0              Operations Capital (Exhibit D1, tab 3, schedule 4)  

3.1             Operating Infrastructure     
  2009 2009 2010 2011 2012 
  Requested Spent Projected   
O6 Wide Area Network 0 0.1 0.3 11 26.1 
 

4.0              Shared SERVICES and other capital (Exhibit D1, Tab 3, schedule 5) 
4.1              Information Technology     

  2009 2009 2010 2011 2012 
  Requested Spent Projected   
IT1 Cornerstone Phase 2 

 82.1 91 14.9 - - 

IT2 Cornerstone Phase 3   
 18.2 0 20 20.8 29.3 

IT3 Mobile IT Platform 
 3 1 2.5 3 2 

 
4.2              Other      

  2009 2009 2010 2011 2012 
  Requested Spent Projected   
C1 Real Estate Facilities Capital 

for 2011 and 2012 
 

16.8 27.4 25.8 19.6 

C2 Real Estate Head Office and 
GTA Facilities Capital for 
2011 and 2012 

30.71 

0.3 21 19 15.6 

C3 Shared Services Capital – 
Service Equipment 
 

11.6 6.6 12 8.8 5.9 

C4 Shared Services Capital – 
Transport & Work 
Equipment 
 

39.7 46.5 61 74.1 60.2 

 

 
1 As presented in EB-2008-0272.   
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4.2  Are the proposed 2011 and 2012 Sustaining and Development and 

Operations capital expenditures appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref: Ex D2/Tab 2/Schedule 3 

 

A) Project S3 appears to be virtually identical to project S2 in EB-2008-0272, the 

replacement of 4 EOL metalclad circuit breakers in the GTA, along with 

protections and 15kV cables. At the same tie, the proposed budget of $23.5M 

appears to be almost triple the $8.0M budgeted for the same work description 

and the same level of accomplishment in EB-2008-0272. Please explain this 

large variance.  

 

B) Project S4 appears to be the same project S4 described in EB-2008-0272. 

Please explain the project extension and budget increase. 

 

C) Project  S7 (Orangeville TS ABCB Re-investment): 

i) Is this project identical to project S5 in EB-2008-0272, or is it for 

an additional set of breakers?  

ii) If this is a continuance of the previous S5, is the station service 

being replaced twice?    

iii) If this is the same project, please explain the delay in completion 

and the cost increase of $5.3M. 

iv) If this is a continuing program, please explain the significantly 

increased unit cost versus the previous S5. 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 21 
Page 2 of 4 
 

1 

3 

4 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

 
D) Project S6 appears to be the completion of project S7 from EB-2008-0272, 2 

budgeted then at $35.0M. If this is correct, please identify what the total 

budget was for this project and the variance, if any.  

 

E) Project S15 appears to be for the same replacement work identified in Project 6 

S12 in EB-2008-0272 and scheduled for completion in 2009. If this is 

accurate, please provide an explanation of the variance and in-service delay. 

 

F) Project S13 appears to be identical to Project S15 in EB-2008-0272, originally 

scheduled for completion in 2010 at a gross cost of $9.5M. If this is accurate, 

please explain the cost escalation and the delay. 

 

G) Project S20 (spill containment refurbishment): Please identify 2009 and 2010 

costs and accomplishments (systems refurbished) for this program. 

 

H) Project D2 (Kirkland Lake & Porcupine SVCs): Please explain the schedule 

extension and variance for this project. 

 

I) Project D35 (Northwest Transmission Reinforcement): 

i) Please identify the current load in the Pickle Lake area that is served by 

Hydro One and which this reinforcement will also serve. 

ii) Please identify how Hydro One plans to recover cost of this reinforcement 

from new customers, both load and renewable generators. 

iii) Please provide a breakout of the cost of the line, separating the cost to 

reach LJF and the wind generation on the East Side of Lake Nipigon from 

the extension to Pickle Lake loads. 

iv) Please provide the expected capacity of the portion of the line from Lake 

Nipigon to Pickle Lake.  
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A) When EB-2008-0272 was prepared and filed, Hydro One had not yet completed any 3 

metalclad circuit breaker replacement projects with THESL. Since that time, Hydro 4 

One has performed four separate metalclad replacement projects.  Planned 5 

expenditures in the test years are for projects very similar to those completed in 2009 6 

and 2010, and pricing has been updated accordingly. 7 

 
B) The project in-service date has been extended due to the expansion of the scope of 9 

work, and as a result the planned costs have increased to meet the requirements of 
external stakeholders. Specifically, negotiations were required between Hydro One, 
OPG, IESO, and Parks Canada around issues such as the configuration of the new 
switchyard, the demerger of assets from the OPG powerhouse, available land for the 
construction of a new switchyard, interconnections to National Grid’s system, and 
decommissioning of the 25Hz equipment.  The project delays are attributed to the 
additional time required to incorporate the requirements of these stakeholders and 
negotiate property rights. 

 
C)   19 

i) S7 from EB-2010-0002 and S5 from EB-2008-0272 are the same project to 
replace end of life air-blast breakers at Orangeville TS.  To gain efficiencies and 
minimize the required system outage time, Hydro One modified the project scope 
to account for both the Sustaining need to replace EOL assets and the 
Development need to reconfigure the existing bus configuration by adding a third 
230kV diameter to improve system flexibility and reliability by terminating all 
incoming circuits into breaker and half configuration. 

ii) No. 
iii) The project was delayed from the original in-service date by Hydro One for two 

reasons: 
• Allow time for the more complex project scoping and planning necessary to 

meet the Sustaining and Development program requirements 
• Allow resources and funding to be utilized for the completion of other high 

priority work, specifically P&C capital work associated with EOL asset 
replacements and the NERC cyber security regulations 

The resulting cost increase from the previous filing is attributed to the larger 
scope of the project as discussed above, specifically the inclusion of the three new 
breakers, line re-terminations, and EOL instrument transformers. 

iv) See part iii). 
 
D) S6 from EB-2010-0002 is the same project as S7 from EB-2008-0272 for the 40 

Nanticoke 230kV ABCB replacements.  The in-service date remains unchanged from 
previous filing as mid-2011.  The total project capital cost remains the same as 
identified in the previous filing at $31.0M. 
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E) S15 from EB-2010-0002 is the same project as S12 from EB-2008-0272 for the 1 

replacement of Leaside T19, T20, and T21 transformers.  The in-service date for the 2 

complete project has changed from late 2009 to early 2012 as a result of the 3 

following: 4 

• The detailed project engineering phase revealed necessary expansions of the 5 

project scope, which also resulted in cost increases.  This additional work includes 
modifications to the existing rigid bus work on both the high & low side of the 
transformers, and changing the LV bus work to a higher ampacity, allowing the 
transformer’s overload capabilities to be fully utilized. 

• The procurement of the transformers took longer than expected, in part due to 
manufacturing and factory testing delays 

 
The completion of the T21 portion of the project is expected in early 2011 and the 
remaining two transformers will be completed by early 2012. 

 
F) S13 from EB-2010-0002 is the same project as S15 in EB-2008-0272 for the 16 

replacement of Richview T7 and T8 transformers.  The detailed engineering phase of 
the project revealed necessary expansion of the project scope, which resulted in 
capital cost changing from $8.6M to $9.2M. The expanded scope includes additional 
work to replace insulators within the transformer zone and install surge arresters in 
place of the existing rod-gaps. The in-service date has changed to 2012 from late 
2010. 

 
G) 2009 actual capital costs were $3.0M for work completed on 11 systems, and 2010 24 

bridge year projected capital costs are $2.8M for work on 6 systems. 
 
H)  At the time of rate filing, the Kirkland Lake SVC in-service date was delayed, at the 27 

supplier’s request. Major factors include: (1) delays in identifying the supplier’s civil 
sub-contractor, (2) the discovery of “contaminated” excavated material at Site, and 
(3) delays in the submission of the Certificate of Approval oil containment/drainage 
engineering package to the Ministry of the Environment (Ontario). 

 
This I/S date delay was expected to result in a potential cost increase and additional 
contingency was added to the project accordingly. 

 
I)  36 

i) The current load at Pickle Lake is approximately 23 MW 
ii) If sufficient information and direction is provided Hydro One will continue to 

evaluate a number of alternatives to recover the cost of this project from 
interested stakeholders. 

iii) The estimated construction cost of the line from Nipigon to Pickle Lake is 
$399.5M as presented in evidence. A breakout of the construction cost for the 
section from Nipigon to LJF (Auden) and the section from LJF (Auden) to Pickle 
Lake has not been done. 

iv) The thermal capacity of the line would be 400 MVA. 
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4.2  Are the proposed 2011 and 2012 Sustaining and Development and 

Operations capital expenditures appropriate, including consideration of 

factors such as system reliability and asset condition?  

 

Ref:  Ex D1/Tab 3/Schedule 1/Page 2/Table 1 

 

Table 1 on page 2 provides a summary of Hydro One’s Transmission’s actual capital 

expenditures for the historical, bridge and test years.  Please complete the following 

Table to compare historical capital costs to the Board Approved capital amounts. 

 

Capital Costs ($ M) 

Description 2006 
BA 

2006 
Actual 

2006 
Var 

2007 
BA 

2007 
Actual 

2007 
Var 

2008 
BA 

2008 
Actual 

2008 
Var 

2009 
Actual 

2009 
BA 

2010 
Bridge 

2011 
Test 

2012 
Test 

Sustaining               
Development               
Operations               
Shared 
Services 
Capital 

              

TOTAL               

BA – Board Approved; Var = Variance 
 

B) Please provide an explanation of the variances for 2006 to 2008. 
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A)  3 

 

* No Board Approved amounts for 2006.  

Capital Costs ($ in  Million) 
Description 2006 

BA* 
2006 

Actual 
2006 
Var* 

2007 
BA 

2007 
Actual 

2007 
Var 

2008 
BA 

2008 
Actual 

2008 
Var 

2009 
Actual 

2009 
BA 

2010 
Bridge 

2011 
Test 

2012 
Test 

Sustaining N/A 178.5 N/A 288.1 210 (78.1) 295.6 280.4 (15.2) 300.0 279.9 308.3 424.0 443.4 

Development N/A 179.4 N/A 318.8 272.6 (46.2) 415.6 310.9 (104.7) 516.2 545.9 537.9 617.2 456.8 

Operations N/A 9.4 N/A 20.1 4.7 (15.4) 20.4 23.1 2.7 20.0 18.2 10.1 44.3 57.4 

Shared 
Services 
Capital 

N/A 34.1 N/A 84.6 72.2 (12.5) 42.8 89.8 47.0 81.5 92.4 73.6 66.3 50.6 

TOTAL N/A 401.6 N/A 711.6 559.5 (152.1) 774.4 704.2 (70.2) 917.8 936.5 930.0 1151.8 1008.3 

 
B) There were no Board approved numbers to compare for 2006. The explanation of 7 

variances for 2007 and 2008 actual Capital costs compared to the Capital 8 

expenditures approved by the Board are summarized below.  9 

 
2007 Variances 11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

 
Hydro One Transmission’s capital expenditures in 2007 were $152 million below the 
total projected expenditures approved by the Board.   
 
The reasons for the lower spending on Sustaining, Development and Operations 
capital programs in 2007 were attributed to the following: 
 
• Redirection of resources as a result of a number of large unplanned events in 

2007.  The unplanned events included a building fire at Pickering TS, a 
transformer failure and fire at Pinard TS and capacitor bank transient voltage 
faults at Richview TS. 

• Redirection of resources from Sustaining in 2007 to complete demand-driven 
Development work (e.g. new generator connections and new load connections) 
and other externally mandated work. 

• Delays in completing the necessary engineering work as a result of difficulty in 
recruiting the required specialist engineering staff.  This difficulty arose from 
competing demands from other organizations in Ontario, Alberta, and from 
international organizations recruiting to satisfy major global expansions in India, 
China and other rapidly expanding locations. 

• Delays due to difficulty in getting the required outage approvals from the IESO as 
a result of transmission system limitations. 

• Longer lead times to obtain key materials and equipment. 
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The primary reason Shared Services was under spent in 2007 was related to a delay in 
spending on the Cornerstone project from 2007 to 2008. 
 
2008 Variances 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

 
Hydro One Transmission’s capital expenditures in 2008 were $70.2 million below the 
expenditure levels approved by the Board in EB-2006-0501. The lower spending on 
Development programs in 2008 was due to the same constraints as in 2007, in 
particular labour and material resource availability and the ability to get the outages 
required to do the work. 

 
The constraints identified above were being managed by balancing short and long 
term risks in the re-assignment of priority work. Priority work included generator and 
load connection projects, major development projects at key stations, system 
interconnections, emergency repair work, work that was compliance driven and 
planned sustainment work programs.  Although the re-prioritization of work had 
resulted in some reductions to Sustaining work programs, actions were being taken to 
increase work execution capacity and assisted in ensuring Hydro One Transmission 
can complete the full complement of work programs proposed for 2009 and 2010. 
 
The higher than plan spending in 2008 on Shared Services was largely due to a shift in 
spending on Cornerstone. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 1/Section 1 

 

The Introduction section of the Power Advisory Report includes the Board’s directive.  In 

its Decision With Reasons (EB-2008-0272), the OEB directed Hydro One to come 

forward at its next application with: 

 

1. further analysis of AMPCO’s proposal; and 15 

2. a suitable proposal for implementation for the OEB’s consideration in the event the 16 

OEB decides to change the charge determinant. 

 

A) Please explain why the second item was excluded from the scope of the 

Consultant’s report. 

 

B) Please indicate when the applicant intends to file material fulfilling this 

aspect of the Board's direction in EB-2008-0272. 

  

 
Response 26 

27 

29 

30 

31 

32 

34 

 
A) The second item was excluded from the scope of the consultant’s report because 28 

Hydro One, in consultation with the IESO, has the information needed to respond to 
this aspect of the directive and the consultant’s assistance was not required on this 
item. 
 

B) Hydro One has filed information with respect to the implementation of the AMPCO 33 

proposal in the event that the Board decides to change the charge determinants.  The 
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evidence can be found in the update to Exhibit H1, Tab 3, Schedule 1, pages 4 to 6 1 

filed July 6, 2010. 2 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Page 1/Section 1.1, sub (1) "comprehensive impact 

analysis" 

 

HONI requested that the Consultant provide a comprehensive impact analysis of the 

likely and potential effects, costs and benefits of implementing AMPCO’s proposal. 

 

A) Please provide estimates of the costs of implementing AMPCO's proposal, if any 

costs have been identified and such estimates have been made.   If costs have not 

been estimated, please explain why such estimates were determined not to be 

within the scope of the required analysis of AMPCO’s proposal. 
 

B) Please provide estimates of the benefits of implementing AMPCO's proposal, if 

benefits have been identified and such estimates have been made.  If benefits have 

not been estimated, please explain why such benefits were determined not to be 

within the scope of the required analysis of AMPCO’s proposal. 
 

C) Please explain, in the Consultant's opinion, the extent to which the AMPCO 

proposal is more or less likely, compared to the status quo scheme for network 

charge determinants, to promote efficiency in transmission or to promote efficient 

demand management. 
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D) Please provide an analysis, if any has been done, of the "localized transmission 1 

system impacts" of implementing AMPCO's proposal.  
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The response to parts B, C and D are provided by Power Advisory. 
 
A) Please refer to Exhibit I, Tab 4, Schedule 63, part c.  9 

 
B) Power Advisory estimated that implementing AMPCO’s proposal would provide the 11 

following benefit: (1) reduced power supply costs from reductions in load during 
peak periods.  This benefit was estimated to be about $2.44 million in 2011 under the 
High Load Shift Case, $1.71 million under the Central Load Shift Case, and $980 
thousand under the Low Load Shift Case.  In addition, the High 5 proposal could 
defer network transmission system investments and reduce network transmission 
revenue requirements.  However, Power Advisory didn’t identify any network 
transmission investments that would be deferred and found that given the 
concentration of direct industrial customers, load reductions of sufficient magnitude 
to defer transmission investments are only likely to occur in areas where such 
investments are not needed. 

 
C) As discussed, in our Report we don’t believe that the High 5 Proposal would 23 

necessarily promote efficiency in transmission since in Ontario under the Green 
Energy Act transmission investment isn’t necessarily promoted by increases in 
system peaks.  However, over the longer term the load shifting promoted by the High 
5 Proposal could promote greater efficiency in transmission.   While the High 5 
proposal would promote additional demand management, it isn’t clear that the load 
reductions from this additional demand management are economically efficient, i.e., 
cost-justified.  Therefore, it isn’t clear that the High 5 proposal would promote more 
efficient demand management compared to the status quo. 

 
D) Power Advisory evaluated the “localized transmission system impacts” of 33 

implementing AMPCO’s proposal in Chapter 6 of its report. To assess the potential 
of AMPCO’s High 5 Proposal to defer local transmission system investments we 
identified the conditions that are required to defer transmission investments, i.e., load 
reductions must be greater than forecast load growth. We then contrasted the likely 
levels of load shift in different transmission zones in Ontario with the likely level of 
load growth. This analysis indicated that “the only zones where the load shift is 
likely to be greater than the annual load growth are the Northeast and Northwest. The 
Northeast and Northwest zones offer the greatest potential load shift given the 
concentration of industrial load in these zones. However as discussed, actual forecast 
load growth in the Northeast and Northwest is negative and as a result there is 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 24 
Page 3 of 3 
 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

unlikely to be any significant transmission investments in this area that are 
specifically attributable to incremental load growth other than new project-driven 
load growth which requires transmission investment to connect them into the IESO-
controlled grid. Furthermore, these zonal loads are spread over large areas and as a 
result the resulting load reductions may not be sufficiently concentrated in the area 
where the transmission facility investment is required to defer the local area 
investment.” (Power Advisory, Assessment of AMPCO’s High 5 Proposal for 
Establishing Network Charge Determinants, p. 72). Furthermore, we discussed with 
Hydro One Transmission’s system planners the load reductions that we expected the 
High 5 Proposal to produce.  They indicated that load reductions of this magnitude 
would have no ability to defer any major transmission investments given that the 
load reductions would be spread across the Province roughly in proportion to the 
concentration of industrial load in different zones. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #25 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1 

 

Please provide the Consultant’s analysis, including assumptions, input data sets, 

calculations and results with respect to the effect of the AMPCO proposal on the 

economic efficiency of the Ontario electricity market in total, relative to the status quo. 

 
 
Response 16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 
This response is provided by Power advisory. 
 
Power Advisory did not perform any quantitative analysis of the effect of the AMPCO 
proposal on the Ontario electricity market in total, relative to the status quo.  However, 
we did identify commodity cost reductions from projected load shifts that indicate that 
the High 5 proposal could result in reductions in electricity supply costs to consumers.  
Lost profits to suppliers would need to be netted from these electricity supply cost 
reductions to estimate the economic efficiency gains. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #26 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page vi-vii 

 

A) On table ES-3, the estimated load shifting is shown as 86 MW.  Please identify 

the economic value to Ontario ratepayers that the Consultant has attributed to the 

avoidance of additional peaking generation, and include relevant assumptions, 

input data sets, and calculations. 

 

B) The Consultant estimates that the average bill impact for a LDC residential 

customer would be $2.40 per year.  Please provide analysis in support of this 

estimate, including assumptions, input data sets and calculations. 

 

C) Did the Consultant consider and quantify the extent to which rate increase for 

LDC customers could be implemented by way of changes to Time of Use rates so 

as to enhance load shifting?  If so, Please provide the relevant analysis, including 

assumptions, input data sets, calculations and results. 

 
 
Response 26 

27 

28 

29 

31 

32 

33 

34 

35 

 
The response to parts A, B, and C are provided by Power advisory. 
 
A) Power Advisory didn’t estimate the economic value to Ontario ratepayers of avoiding 30 

additional peaking generation.  However, Power Advisory analyses suggest that 
Ontario doesn’t have a need for additional generation resources for capacity purposes 
until 2018 so there would not likely be benefits from avoiding additional peaking 
generation prior to this. 
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1 

2 

3 

The average monthly bill of $120 is based on an examination of data presented on the 
OEB web site at: 

 
http://www.oeb.gov.on.ca/OEB/Consumers/Electricity/Your+Electricity+Utility/All+4 

Electricity+Utility+Bills 5 

6 

10 

11 

12 

13 

14 

15 

16 

17 

19 

 
B) Subsequent calculations are based on percentage components of the bill provided by 7 

Hydro One and the step-by-step calculation based on these inputs described on page 8 

55 of the Power Advisory report.  Thus: 9 

 
• Transmission charges are approximately 7.5 % of the total bill or $9/month 
• Network charges are approximately 60% of transmission charges or $5.40/month 
• Network charges increase by 3.7% as shown on Table 15 ($28.5 million increase 

on a base of $763.6 million) 
• A 3.7% increase applied to $5.40 per month of network charges is $0.20 per 

month or $2.40 per year. 
 
C) Power Advisory calculated average cost increases without regard to any specific rate 18 

design approach. 

http://www.oeb.gov.on.ca/OEB/Consumers/Electricity/Your+Electricity+Utility/All+Electricity+Utility+Bills
http://www.oeb.gov.on.ca/OEB/Consumers/Electricity/Your+Electricity+Utility/All+Electricity+Utility+Bills
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #27 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 10/Section 2.1/Footnote 22 

 

A) The Consultant suggests that the AMPCO proposal may result in a “reduction 

in market revenues to generators.”  Please provide analysis in support of the 

potential aggregate impact on generators (net of revenue changes and 

transmission cost changes) of implementing the AMPCO proposal, including 

assumptions, input data sets, calculations and results. 

 

B) It is unclear whether the Consultant predicts that the net effect of the AMPCO 

proposal on the amount of Global Adjustment is likely to be positive or 

negative.  Please clarify and provide supporting analysis, including 

assumptions, input data sets, calculations and results.   

 
 
Response 23 

24 

25 

26 

28 

29 

30 

31 

32 

33 

34 

35 

 
The response to parts A and B are provided by Power advisory. 
 
A) Power Advisory didn’t estimate the magnitude of the reduction in market revenues to 27 

generators.  However, the benefit to consumers of lower wholesale market prices is 
offset to a degree by a cost to generators in the form of reduced market revenues. In 
Ontario, a high proportion of electricity generation is under contract and the Global 
Adjustment Mechanism is used to compensate generators when market prices are 
below contract revenues.  This mechanism reduces the revenue loss to generators but, 
since consumers ultimately pay the Global Adjustment, this mechanism also reduces 
the benefit to consumers from the lower prices. 
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B) Power Advisory expects that the increases in the Global Adjustment would offset a 1 

significant proportion of the commodity cost savings realized by consumers.  2 

Specifically, while implementation of the High 5 proposal may cause HOEP to 3 

decrease, Power Advisory believes that a significant portion of this decrease would be 4 

offset by increases in the Global Adjustment.  5 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #28 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 16/Section 2.2.5 

 

The last sentence of the first paragraph in Section 2.2.5 says, “A change in the charge 

determinants for all LDCs (and not just HONI) as a result of the High 5 Proposal would 

likely have dramatic impacts on the cost responsibility among all customers.” 

 

Please clarify whether this sentence is intended to characterize Hydro One's views as 

expressed in EB-2008-0272 or is a statement of the Consultant’s opinion?  If it is 

intended to characterize Hydro One's views, please provide the appropriate references.  if 

it is a statement of the Consultant’s opinion, please provide supporting analysis, including 

assumptions, input data sets, calculations and results.  

 

 

Response 22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

 
This response is provided by Power Advisory. 
 
Although the sentence is incorporated into a section intended to objectively report the 
comments of parties to EB-2008-0272, it is not reflected in comments filed by Hydro 
One and should be interpreted as a statement of the Power Advisory’s opinion. The 
statement is based on Power Advisory’s experience that a change in an allocation 
methodology from one that reflects demands throughout the year to one that reflects 
demands in relatively few hours within the year is likely to have dramatic cost 
responsibility impacts among customers.   This statement is not based on an analysis of 
Ontario load data. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #29 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 17/Section 2.3.1 

 

Section 2.3.1 of the Consultant’s report discusses consistency with cost responsibility 

principles.  Please confirm that "cost responsibility" as used through the report, has the 

same meaning as "cost causality" in common usage before the Board.   If not, please 

explain the difference. 

 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

 
This response is provided by Power Advisory. 
 
The term “cost responsibility” as used in the report refers to the outcome of rate design.  
The principal driver in the design of rates by regulatory agencies is a desire to reflect 
“cost causality” but there could be other factors that influence rate design, such as a 
desire to avoid rate shock to a particular group of customers. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #30 
List 1
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 18/Section 2.3.1 

 

The Consultant report says, “However, HONI’s transmission system does not peak at the 

same time in every area and regional peaks frequently occur on days that vary from the 

system peak days" and further provides that, “With respect to recovery of past 

investments, the transmission network was built to serve Ontario's transmission peak 

demands throughout the year and in each local region ..." 

 

Please provide analysis, including relevant data sets, on which the Consultant relies to 

support these statements, including analysis based on actual historical demand showing 

when system peaks and local peaks, expressed in absolute terms, are most likely to occur. 

 

 

Response 22 

23 

24 

25 

26 

27 

 
This response is provided by Power Advisory. 
 
This assertion is based on our experience in Ontario and informed by our discussions 
with Hydro One transmission planners. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #31 1 

List 1 2 

3  
Interrogatory 4 

5 

6 

7 

8 
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10 

11 
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13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 18/Section 2.3.1 

 

On page 18 (Section 2.3.1), Power Advisory states, “These resources tend not to 

experience their maximum output at the time of peak demands and the transmission 

network must be designed accordingly." 

 

A)  Please provide the data and analysis of generation technologies and fuel types 

in Ontario, identifying which generation produces what during peak times, 

including information related to installed and/or available capacity (MW) and 

production (MWh). 

 
B)  Please identify (by dollar value and proportion of total) the existing assets in 

the network pool that can be attributed to accommodating generation that 

experiences maximum output at times other than the time of peak demand. 

 
 
Response 25 

26 

27 

28 

30 

31 

32 

33 

35 

36 

 
The response to part A is provided by Power Advisory. 
 
A) Power Advisory has not developed these data.  However, based on our professional 29 

experience all available generation types, except for the very highest cost generation 
resources or energy limited resources that are saving their output for the super-peak 
period, produce during peak times. 

 
B) The transmission system is designed to accommodate a varying number of operating 34 

conditions, one of which is the need to accommodate generation connected to the 
system.  Many factors affect the dispatch of generation including resource type and 
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market conditions.  Depending on the generation dispatch behaviour within and 1 

external to Ontario, different parts of the system may be stressed at periods that may 2 

not coincide with times of peak demand.  The transmission system needs to 3 

accommodate a wide range of system conditions over time.  As such, it is not possible 4 

to identify Network assets specifically attributable to the situation referenced. 5 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #32 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 18/Section 2.3.1/Footnote 61 

 

The footnote says, “However, the circumstances in Ontario are distinct from those in the 

Northeast United States and Texas.”   

 

Please explain how and/or why Ontario is materially distinct. 
 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

 
This response is provided by Power Advisory. 
 
Please refer to Appendix B of the Power Advisory Report for a discussion of the potential 
relevance of the ERCOT and PJM experiences with similar rate design methodologies.  
Every region in North America has distinct demand and supply profiles, as well as 
different market organizations and rules, and policy drivers.  However, as noted in the 
Power Advisory Report, Ontario is more likely to experience system peaks in the winter 
period than either PJM or Texas. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #33 
List 1
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3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

15 

16 

17 
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20 

21 

22 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 19/Section 2.3.2 

 

The report says, "AMPCO essentially assumes that the current transmission shadow price 

is zero, thus overstating the price change used to calculate the elasticity response." 

 

A) Please identify the number of customers in each month of 2007, 2008 and 2009, 14 

whose network charge determinant is based (i) on that customer's peak during the 

hour of system peak, or (ii) on 85% of the non-coincident peak during the working 

weekday hours 7:00 am to 7:00 pm. 
 

B) Please compute the shadow price of network services for each customer in each 19 

month of 2007, 2008, and 2009, based on the data provided in (A). 

 
 
Response 23 

24 

25 

26 

28 

29 

30 

31 

 
The response to part B is provided by Power Advisory. 
 
A) Based on IESO invoice data, the attached table summarizes the number of Hydro One 27 

Transmission customer delivery points in each month for the years 2007 to 2009, 
whose network charge determinant was based on (i) CP or (ii) 85% NCP (7am to 
7pm). 
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  2007 2008 2009 

  

CP billed 
# of Del 
Pts 

85% NCP 
billed # of 
Del Pts 

CP billed 
# of Del 
Pts 

85% NCP 
billed # of 
Del Pts 

CP billed 
# of Del 
Pts 

85% NCP 
billed # of 
Del Pts 

Jan 431 118 402 155 426 128 
Feb 419 125 406 144 423 130 
Mar 424 123 388 166 412 146 
Apr 345 208 379 183 390 178 
May 358 197 355 207 295 273 
Jun 390 165 393 168 390 175 
Jul 422 129 398 161 391 182 
Aug 395 161 375 195 419 157 
Sep 394 168 390 180 360 217 
Oct 297 258 412 155 390 181 
Nov 416 139 405 160 421 146 
Dec 415 139 369 190 418 148 

 1 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

B) Computing the shadow price of network services for each customer in each month 2 

would be a difficult and onerous undertaking.   3 

 
Power Advisory understands “shadow price of network services” in this context to 
refer to the value to the customer of a 1 MW reduction in demand at the time of 
system peak (if the customer pays for network services based on monthly coincident 
peak) or at the time of its non-coincident peak demand (if the customer pays for 
network services based on the 85% ratchet.)  Computing this value for each customer 
would require enough information to determine its demand at the time of the system 
peak as well as its own peak demand, in order to determine when the reduction has 
value.  The computation would also require enough information to determine whether 
the reduction shifted the customer from ratchet to coincident peak when establishing 
their cost responsibility for network transmission charges. 
 
Essentially, this would require hourly data for each month of the three years for the 
approximately 600 Hydro One delivery points.  The analysis would then be done for 
each customer individually.  This is an onerous task and the computations have not 
been done. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #34 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 19/Section 2.3.2 

 

The report says, "Even setting aside the relatively low explanatory power of the industry-

specific equations, greater effort should be devoted to addressing potential econometric 

model specification problems.”  

 

Please identify the potential econometric model specification problems to which this 

statement refers.  

 
 
Response 19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

 
This response is provided by Power Advisory. 
 
The most important econometric specification problem, as indicated by the low R2, is that 
important explanatory variables have been omitted.  This equation uses only the price of 
the two inputs of off-peak and on-peak electricity (with some monthly dummies) to 
explain industrial electricity use.  Since, as we point out in the answer to Exhibit I, Tab 9, 
Schedule 51, electricity is a factor of production, other explanatory variables could 
include factors influencing the firm’s level of production or choice of inputs.  For 
example, an activity variable such as demand for the firm’s product should help explain 
its electricity use.   
 
Second, the two independent variables chosen can be expected to be correlated with each 
other, rendering any estimated coefficients subject to unknown bias.   
 
More broadly, the development of this econometric equation does not start with any 
model of the system to be estimated and therefore has no theoretical basis for the 
specification of the variables. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #35 
List 1
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 2 

3  
Interrogatory 4 
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16 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 19/Section 2.3.3 

 

Section 2.3.3 of the report reads in part, “Moreover, the econometric equation used to 

estimate this relationship is based on a data set that does not suffer from the same 

shortcomings of the industry-specific elasticity equations.” 

 
Please identify and describe the shortcomings to which this statement refers. 
 
 
Response 18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 
This response is provided by Power Advisory. 
 
This statement was meant to refer to the applicability of the results of the two sets of 
equations. The range of data in the estimation of the relationship between price and 
aggregate demand clearly included the levels of demand to which its coefficients were 
applied to estimate changes in price.  However, the prices to which the coefficients of the 
demand equations were applied were well outside the range of the data used to estimate 
them.  Extrapolation of empirically estimated structural coefficients so far beyond the 
range of data used to estimate them may produce invalid results. 
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3  
Interrogatory 4 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 19/Section 2.3.3 

 

The report says, “Nonetheless, Power Advisory believes that an econometric model does 

not properly analyze the impact of relatively small changes in total demand." 

 

A) Please clarify or confirm that it is the Consultant's opinion that no econometric 

model can be used to assess the impacts of small changes in demand. 

 

B) Please clarify or confirm that it is the Consultant's opinion that econometric 

analysis, generally speaking, cannot be used to "properly analyze" the impact of 

small changes in demand. 

 

C) Please identify and explain the Consultant's preferred methodology, approach or 

model to properly analyze the impact of small changes in demand, including an 

appropriate reference or source for the necessary data and assumptions to estimate 

such a model. 

 
 
Response 27 

28 

29 

30 

32 

33 

34 

 
The response to parts A, B and C are provided by Power Advisory. 
 
A) It is not Power Advisory’s opinion that no econometric model can be used to assess 31 

the impacts of small changes in demand.  Where the supply curve has few flat areas 
representing the costs of large generators (that is, where the supply curve slopes 
smoothly upward) and the changes in demand are large enough to cause movement 
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4 

6 

10 

along the supply curve, an econometric model can be effective.   Such a supply curve 1 

would represent a situation where an electricity supply system has a wide variety of 2 

suppliers with distinctly different cost functions. 3 

 
B) That is not Power Advisory’s opinion, as noted above in the answer to Part A).   5 

 
C) Power Advisory’s preferred methodology remains that chosen for, and reported on, in 7 

its report: the construction and use of an optimal-dispatch model with representation 8 

of the supply and demand conditions in the electricity system being modeled. 9 
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22 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 20/Section 2.3.5 

 

A) Please provide any information that the Consultant or HONI has with respect to 

the prevalence of demand ratchets as a feature of network charges in other 

jurisdictions , in particular whether the use of ratchets is widespread, increasing or 

decreasing.  

 

B) Please provide any comparative analysis, including assumptions, data sets, 

calculations and results that the Consultant has performed with respect to the 

effect of ratchets for network charges.  Such comparative analysis may include 

before-and-after comparisons within a jurisdiction before and after adopting a 

ratchet or between jurisdictions with and without ratchets. 

 
 
Response 23 

24 

25 

26 

27 

29 

30 

31 

32 

33 

35 

 
The response to parts A and B are provided by Power Advisory, with input from Hydro 
One on part A. 

 
A) Power Advisory did not gather information regarding the presence of demand ratchets 28 

in other jurisdictions. Based on a review of transmission tariffs in other jurisdictions 
completed in June of 2006, it is Hydro One’s understanding that demand ratchets for 
Network Service exist in New Brunswick, Nova Scotia, New Zealand and for some 
utilities in Australia. 

 
B) Power Advisory did not perform any comparative analysis regarding demand ratchets 34 

among jurisdictions. 
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3  
Interrogatory 4 
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11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 20/Section 2.3.4 

 

On page 20 (Section 2.3.4) of the report, Power Advisory states, “However, as discussed 

in Chapter 4, the transmission cost shift impacts from changing the methodology are 

quite dramatic and many times larger than the impact from load shifting…” 

 

Please provide analysis, including assumptions, data sets, calculations and results, 

quantifying how much of the cost shifting as a result of changing the methodology can be 

attributed (i) to moving from a monthly 1CP charge determinant to an annual 5CP charge 

determinant, and (ii) to removing the 85% ratchet aspect of the current scheme. 

 
 
Response 21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

 
This response is provided by Power Advisory. 
 
This statement is based on the more detailed discussion and quantitative analyses 
presented in Section 4 of the Power Advisory’s report, and in particular a comparison of 
the impact of load shifting (as reported in Section 4.2) vs. the impact of a change in 
methodology (Section 4.3). 
 
Power Advisory did not separately identify how much of the cost shifting from a change 
in methodology is attributable to removal of the demand ratchet. 
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3  
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 20/Section 2.3.4 

 

The Consultant’s report states, "A central question is whether or not LDCs have the 

ability to respond to this impact by promoting load shifting by their customers.” 

 

Please explain whether, and, if so, how, the recent announcement by the Ontario Energy 

Board of new license conditions for LDCs relating to compulsory CDM targets to reduce 

demand measured during system peak times might be relevant to the "central question" 

posed by the Consultant. 

 
 
Response 20 

21 

22 

23 

24 

25 

26 

27 

28 

 
This response is provided by Power Advisory. 
 
As described in Section 4.4, Power Advisory believes that there are actions that can be 
taken by LDCs, including changes in rate design and new programs, to promote load 
shifting.  Certainly, the new licensing requirements are relevant to the extent that they 
promote similar objectives. 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 20/Section 2.3.5 

 

The Consultant’s report states, "The ratchet captures the fact that the transmission system 

has been built over time based on the need to meet system peaks but also to meet the 

peaks of large customers, regardless of when those peaks occur.” 

 

Please provide appropriate references to substantiate the statement of fact contained in 

this sentence. 

 
 
Response 19 

20 

21 

22 

23 

24 

25 

 
This response is provided by Power Advisory. 
 
Demand ratchets ensure that customers make a contribution to the recovery of fixed costs 
even if they do not consume electricity during coincident peak periods, where such 
coincident peak periods are used to establish cost responsibility, as in Ontario. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 22/Section 2.3.5.1 

 

The Consultant’s report states, "There may be other, more targeted approaches that 

accomplish greater demand response in a more efficient manner and without such 

unintended consequences." 

 

Please explain the mechanism by which the Retail Transmission Service Rates charged 

by LDCs to Large Users and other monthly-billed customers are adjusted and how they 

might vary from the network charge determinant methodology approved by the Board for 

transmission customers.  

 
 
Response 21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

 
The Retail Transmission Service Rates (RTSR) charged by LDCs to Large Users and 
other monthly-billed customers are adjusted through a rate application by an LDC to the 
OEB.  RTSR are adjusted at the same time as distribution rates are adjusted by 
distributors. 
 
Distributors adjust the RTSR after new Uniform Transmission Rates (UTR) have been 
approved by the OEB.  The OEB Guideline G-2008-0001 Revision 2.0, issued July 8, 
2010, suggests that distributors adjust their RTSR for the new UTR levels and revenues 
generated from existing RTSR, 
 
(http://www.oeb.gov.on.ca/OEB/_Documents/Regulatory/Guideline_G-2008-33 

0001_EDRTSR.pdf). 34 

35  

http://www.oeb.gov.on.ca/OEB/_Documents/Regulatory/Guideline_G-2008-0001_EDRTSR.pdf
http://www.oeb.gov.on.ca/OEB/_Documents/Regulatory/Guideline_G-2008-0001_EDRTSR.pdf
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1 

2 

3 

4 

The RTSR Network charge determinants applied by distributors are described in the First 
Generation Performance Based Regulation for Electricity Distributors - Distribution Rate 
Handbook, Chapter 11, section 11.3.2.5 Charge Determinants, Retail Transmission 
Network Service Rate:  

(http://www.oeb.gov.on.ca/documents/cases/RP-1999-0034/chapter11_revision2.pdf) 5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

19 

21 

22 

23 

24 

25 

26 

 “For an interval metered customer, the network rate will apply to an 
individual end-use customer’s non-coincident peak demand in the month 
during the peak period defined as between 7 AM and 7 PM on weekdays 
that are not statutory holidays. For end-use customers with non-time-of-
use demand meters, the network charge rate will apply to the customer’s 
peak demand during the billing period. For customers with energy only 
meters, the network charge rate will be based on monthly energy, adjusted 
for losses, subject to a distributor’s election under section 11.3.2.4.” 

 
Transmission connected customers are billed for Networks charges based on the highest 
of: 
 
• Customers’ demand at the time of the monthly coincident peak demand during the 18 

peak hours during business days, and 
• 85% of maximum non-coincident demand during peak hours during IESO business 20 

days. 
 
Transmission connected customers and demand billed distributors’ customers are both 
billed based on monthly consumption, but demand billed distributors’ customers are not 
billed based on coincident demand and are not subject to the 85% demand ratchet when 
they are billed for RTSR.  

http://www.oeb.gov.on.ca/documents/cases/RP-1999-0034/chapter11_revision2.pdf
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 23/Section 2.3.5.2 

 

The Consultant’s report states, "For example, an increase in demands placed on the 

transmission network from extreme weather may lead to greater unplanned outages of 

equipment that requires maintenance, repair or replacement that exceed the budgeted 

amounts.” 

 

Please explain, with supporting analysis, whether the AMPCO proposal is more or less 

likely, compared to the current scheme, to create incentives for demand response during 

periods of extreme weather-related increases in demand.  

 
 
Response 21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

 
This response is provided by Power Advisory. 
 
The High 5 proposal will provide a greater incentive for demand response during extreme 
weather than the current rate design methodology, particularly for customers that 
correctly anticipate the transmission price signal and have the ability to modify their 
usage patterns.  It is likely that extreme weather conditions will provide a signal to these 
customers that both their energy and transmission charges are likely to be effected by 
such conditions. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 24/Section 2.3.5.2 

 

The Consultant’s report states, “The determination of the High 5 hours, and network 

charge determinants would not be available until some time after the beginning of the 

year.  As it is possible that a High 5 hour could occur in January or February, it is 

important the new rates be established as early in the year as possible.  If this can only be 

accomplished with a hearing process, in order for stakeholders to comment on the 

calculations, then this becomes problematic.” 

 

A) Please provide analysis, including assumptions and data sets, in support of the 

statement that the determination of the High 5 hours would not be available until 

“some time” after the end of the year. 

 

B) Under the High 5 proposal, a customer’s charge determinant is based on demand 

in the previous year.  Please explain why the High 5 could not be implemented in 

a way that is consistent with the notion that “it is important that new rates be 

established as early in the year as possible”.  

 

C) Please confirm that the Consultant expects that new rates would necessarily be set 

through an annual hearing process.   
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Response 2 

3 

4 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 
The response to parts A, B and C are provided by Power Advisory. 
 
A) and B) 6 

 
Final hourly demands for a calendar year are generally not available until settlement 
and verification activities have been performed and would not be available on 
December 31.   However, Hydro One has subsequently discussed this issue with the 
IESO and confirmed that once the IESO has completed all the necessary system 
changes to be able to bill customers for Network costs based on the High Five 
proposal, the required data would be available in time to calculate January bills based 
on the High 5 peaks that occurred in the preceding year. 

 
C) Power Advisory agrees that a regulatory action is necessary to recalculate rates.  

However, Power Advisory does not have an opinion with respect to the complexity 
of such a process, the degree of stakeholder involvement, or the necessity of 
hearings.   
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 27/Section 3.1.1, first bullet 

 

The first bullet under section 3.1.1 on page 27 reads, “The customer cannot know when 
its reduction in demand will actually affect its network transmission costs, and…” 
 
Please explain this statement. 
 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

 
This response is provided by Power Advisory. 
 
Under the AMPCO proposal the High 5 hours are established at the end of the year.  
Therefore, customers would not know with certainty whether a reduction in demand in a 
specific hour in the current year is likely to affect their network transmission costs for the 
subsequent year. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 31/Section 3.1.3 

 

The last sentence on page 31 reads, “In a year with particularly mild summer weather, a 

high 5 load hour could be experienced in May or September." 

 

Please provide an analysis, based on weather-normalized load data, of which months are 

most likely to experience the highest five hourly demands. 

 
 
Response 18 

19 

20 

21 

22 

23 

 
Power Advisory doesn’t have weather-normalized load data.  Under the High 5 proposal 
network charges would be allocated based on actual peak loads, not weather-normalized 
data. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 32/Section 3.1.3/Footnote 83 

 

Please clarify the year based on which the 1912 MW figure was calculated. 
 
 
Response 14 

15 

16 

 
The 1,912 MW figure was based on High 5 loads from 2003 through 2009. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 32/Section 3.1.3/Footnote 84 

 

Please provide the data/analysis or an appropriate reference for the 550 MW per degree 
Celsius figure. 
 
 
Response 15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

 
This response is provided by Power Advisory. 
 
This figure is used by OPG in its demand forecasting for Ontario.  The IESO forecasts 
peak load using a heat and humidity index which considers both temperature and 
humidity (measured as dewpoint).  The IESO estimates that peak load increases by 450 
MW for each degree C above 16 degrees C and by 160 MW for each degree increase in 
the dewpoint above 16 degrees C.  Recognizing that high temperatures and humidity are 
highly correlated supports the 550 MW per degree Celsius figure estimated by OPG. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 36/Section 3.2.1 

 

The Consultant’s report states, “For the analysis of the AMPCO High 5 proposal, the 

appropriate elasticity of substitution is therefore the elasticity of substitution between 

peak and off-peak electricity.”  

 

Please provide the analysis deriving elasticity of substitution values from data from the 

most recent 3 years.  Include data sets and calculations supporting the analysis. 

 
 
Response 19 

20 

21 

22 

23 

 
This response is provided by Power Advisory. 
 
Power Advisory did not perform any analysis deriving elasticity of substitution values. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 37/Section 3.2.1 

 

"Under the AMPCO High 5 proposal, the effective price at the time of load shifting is not 

well known until after the fact." 

 

Please clarify and/or describe the time frame within which a customer can reasonably be 

expected to know the effective price, financial impact, or benefit, of load shifting.   

 
 
Response 18 

19 

20 

21 

22 

23 

 
This response is provided by Power Advisory. 
 
Please see Exhibit I, Tab 9, Schedule 44. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 37/ Section 3.2.1 

 

On page 37 of the report, Power Advisory states, “In essence, customers have to incur 

costs in the hope of reducing costs….” 

 

Please explain, and provide examples, of the costs that customers might incur to reduce 

demand during system peak periods.  

 
 
Response 18 

19 

20 

21 

22 

23 

24 

25 

 
This response is provided by Power Advisory. 
 
Costs that customers might incur to reduce demand include increased labour costs from 
changing shift schedules, higher production costs from not having necessary inputs 
available as a result of rescheduling the production and storage and inventory costs for 
holding output shifted to off-peak periods.  
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 38/Section 3.2.2 

 

On page 38, the Consultant’s report states, “Chief among the problems is the lack of a 

properly formulated production function to constrain the system and the failure to 

consider that the response to price change is to change the ratios of the inputs.  The 

customer is reacting to a change in the relative price of two of its inputs by rebalancing 

their use, shifting away from the one that became relatively more expensive and towards 

the one that is now relatively cheaper. At the same time, we are assuming that the 

customer plans to maintain its total output, which places a restriction on the way that the 

substitution occurs.  To represent this situation properly requires development of a 

production function in a form consistent with the assumptions.  Dr. Sen failed to 

construct any production function and therefore places no constraints on the results.” 

 

Please provide the economic theory behind using a production function with respect to 

analyzing consumption data. 

 
 
Response 26 

27 

28 

29 

30 

31 

32 

 
This response is provided by Power Advisory. 
 
For industrial customers, electricity is a factor of production.  The amount of electricity a 
customer uses depends on the technical and price relationships between electricity and 
the other factors of production; in other words, on the production function. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 38/ Section 3.2.2 

 

A) Please provide data and/or analysis to support the assumption that customers 

who undertake load shifting will be constrained by maintaining output 

constant. 

 

B) Please explain whether the assumption requires daily output to be held 

constant, or output within a week, month, quarter or year. 

 

C) Please provide data, or appropriate references to a source of publicly available 

data, that would enable the following proposed models to be estimated: (i) a 

production function with a constant output constraint, or (ii) a production 

function with a constant electricity budget constraint. 

 

D) Please explain how a firm production function can be used to estimate 

aggregate industry responses to changes in relative prices. 

 
 
Response 27 

28 

29 

30 

32 

33 

34 

 
The response to all parts is provided by Power Advisory. 
 
A) Power Advisory does not assume customers will be constrained to maintain constant 31 

output.  As discussed in Exhibit I, tab 9, Schedule 53, we expect that the customer 
would not want to change output, since its demand has not changed and its costs 
have, if anything, decreased.  Power Advisory said that the model system underlying 
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3 

6 

9 

11 

12 

13 

the empirical estimation should be constrained to hold output constant to represent the 1 

conditions of production for the firm.   2 

 
B) The constrained function would hold output constant over the period of shifting, in 4 

this case over a day. 5 

 
C) Power Advisory has no such data.  Such studies have generally not used publicly 7 

available data but rather have had access to individual customer data. 8 

 
D) The responses to changes in relative prices are estimated from the empirical results of 10 

econometric estimation of the demand equations derived from the production 
functions of the firms. 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 38/ Section 3.2.2 

 

The report states, “This would imply that the customer is reducing its output in response 
to the transmission price increase, which violates the assumptions of the analysis". 
 
Please clarify that the analysis of which the assumptions are supposed to be violated in 
this sentence refers to the hypothetical analysis of a production function model as 
recommended by the Consultant, and not to any analysis which has actually been 
performed by AMPCO. 
 
 
Response 20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

                                                

 
This response is provided by Power Advisory. 
 
The change in network transmission pricing does not change the conditions of demand 
for the company.  It also should not increase the company’s costs; in fact, it should 
decrease the cost.  Since the company’s overall demand curve has not changed, and its 
supply curve has if anything shifted downward, the assumption is that it will maintain its 
level of output.  In making temporary shifts of production from peak to off-peak, the 
company is not likely to be changing its production technology so as to change the 
electricity/output ratio.  Therefore, the expectation is that the company will keep its total 
electricity use for production of goods unchanged. 
 
AMPCO made a similar assertion.  In AMPCO’s report, it stated “Intuitively one can 
understand that where a customer reduces demand during peak hours, lost production 
must be made up during off-peak hours.” 1 

 
1 AMPCO, “The Benefits of Improvement in Transmission Rage Design”, pg. 7 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 38/Section 3.2.2, second bullet 

 

The report asserts, “There is multicollinearity because the independent variables are 

correlated with each other, but Dr. Sen did not report the degree of correlation. 

Multicollinearity can make the coefficient estimates suspect in relation to each other.”  

 

Please provide analysis, including assumptions, data sets, and calculations, demonstrating 
such multicollinearity. 
 
 
Response 19 

20 

21 

22 

23 

24 

25 

26 

27 

 
This response is provided by Power Advisory. 
 
Such an analysis would require access to AMPCO’s data to compute the correlations 
among the independent variables.  Power Advisory does not have these data.  As Power 
Advisory noted in its report, Dr. Sen said the independent variables are correlated, which 
is the definition of multicollinearity.  (AMPCO response to IR from VECC, EB-2008-
0272, Exhibit I, Tab 17, Schedule 4, pg. 7) 
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8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 39/ Section 3.2.2, first bullet 

 

The first bullet on page 39 reads, “Dr. Sen’s estimated coefficients are not robust under 

different estimation time frames and different specification of the independent variables.” 

 

A) Please clarify that by "robust", the Consultant means "the same", or if a different 

meaning is intended please explain what the statement is intended to express. 

 

B) If by "robust”, the Consultant means "the same", please explain why one would 

expect that coefficients estimated using different data sets, based on different 

assumptions, according to models specified differently, should be the same. 

 
 
Response 22 

23 

24 

25 

27 

28 

30 

 
The response to parts A and B are provided by Power Advisory. 
 
A) In this case, “robust” was used to mean an estimate that is not sensitive to changes in 26 

the data or time frame chosen for the estimation.   
 
B) Power Advisory did not mean “the same”. 29 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #56 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 41/ Section 3.2.3/Footnotes 103 & 

106 

 

Please provide copies of the reports cited in footnotes 103 and 106. 
 
 
Response 15 

16 

17 

18 

19 

 
This response is provided by Power Advisory. 
 
The Deal and Mountain study (Footnote 103) is available from the IESO website at 
http://www.ieso.ca/imoweb/marketsAndPrograms/MEAR_publications.asp  20 

21 

22 

23 

24 

 
The Cheng and Mountain study (Footnote 106) is provided as an attachment to this 
interrogatory response. 
 

http://www.ieso.ca/imoweb/marketsAndPrograms/MEAR_publications.asp
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #57 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 41/ Section 3.2.5 

 

The Consultant states, “The Cheng and Mountain results are the best available empirical 

estimates of substitution elasticities in Ontario”. 

 

Please provide the criteria by which the results obtained in this study are judged to be the 

best estimates available. 

 
 
Response 18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

 
This response is provided by Power Advisory. 
 
This study applied appropriate econometric techniques to individual customer billing data 
to produce estimates of elasticities of substitution.  No other study could have access to 
the same data, since this one was done within Ontario Hydro.   An extensive search, a 
review of an extensive bibliography of electricity elasticity studies, and discussions with 
several elasticity experts did not disclose any studies with better estimates of elasticities 
of substitution for Ontario industries. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #58 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 41/ Section 3.2.5 

 

The report says, “They may therefore overstate the current customers’ reaction to 

changes in prices because there is less scope for shifting that at the time of their 

estimation.” 

 

Please provide analysis, including assumptions, data sets and calculations, to substantiate 

the statement that "there is less scope" for shifting now than in 1993. 

 
 
Response 19 

20 

21 

22 

23 

24 

25 

26 

27 

 
This response is provided by Power Advisory. 
 
There is less scope for shifting given the availability of demand response programs as 
well as the use of real time pricing where electricity supply costs to customers change 
from hour to hour.  This is evident from the hourly demand data presented by AMPCO 
which shows significant loading shifting from peak to off-peak periods. (Pre-filed 
evidence submitted by AMPCO in EB-2008-0272, p. 5) 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #59 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 41/ Section 3.2.5/Table 10 

 
In Table 1, the Consultant applies an elasticity of 0.02 in the high case. 
 
Please explain the rationale to apply an elasticity for industries for which no statistical 
evidence of elasticity was found. 
 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

 
This response is provided by Power Advisory. 
 
The evidence found was not sufficient to reject the null hypothesis that the elasticity is 
zero.  As part of a case where all elasticities are higher than the available estimates, 
Power Advisory applied a small elasticity to this industry. 
 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 60 
Page 1 of 1 
 

Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #60 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 50/ Section 3.3/Table 12 
 
Please provide the formulas used to calculate load shifts. 
 
 
Response 14 

15 

16 

17 

18 

 
This response is provided by Power Advisory. 
 
Please see Exhibit I, Tab 4, Schedule 68, part f. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #61 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 50/ Section 3.3/Footnote 121 

 

Please provide the details of the finding that explains the Consultant's conclusion that 

AMPCO appears to have misapplied the elasticity formula. 

 
Response 14 

15 

16 

17 

 
This response is provided by Power Advisory. 
 
Correct definition and application of own-price elasticity 18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

 
Own-price elasticity is given here by the symbol η: 
 
η = dq/dp x p/q, where p and q are the original price and quantity and dq/dp is the first 
derivative of the demand curve at the point where elasticity is being evaluated.   
 
In finite terms, as a % formula, it is  
η = Δq/q ÷ Δp/p.1   
 
Therefore, by simple rearrangement, we get 
 Δq = η x Δp/p x q. 
 
AMPCO application in Undertaking J6.3 (EB-2008-0272) 31 

32 

33 

34 

35 

36 

37 

                                                

 
The clearest statement by AMPCO of the formulas it used is in Undertaking J6.3.  Using 
the formulas in Undertaking J6.3, the AMPCO formula for Δq is  
 
Δq = (η x (p+ Δp)/p x q x q/p)/100. 
 

 
1This can be read as the % change in quantity/ % change in price.  See, for example, EPRI, Price Elasticity 
of Demand for Electricity: A Primer and Synthesis, Jan/. 2008, pg.  16. 
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1 

2 

This formula has (p+ Δp)/p instead of Δp/p, an extra term of q/p, and an extra division by 
100.  
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #62 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 58/ Section 5/Footnote 131 

 

A) Please explain whether, in the Consultant's opinion, the "commodity cost" 

includes the Global Adjustment. 

 

B) Please explain why the Consultant did not calculate the effect on the Global 

Adjustment of a reduction in HOEP. 

 
 
Response 18 

19 

20 

21 

23 

24 

26 

27 

28 

29 

30 

 
The response to parts A and B are provided by Power Advisory. 
 
A) The commodity cost is meant to refer to the HOEP and thus doesn’t include the 22 

Global Adjustment. 
 
B) This was beyond the scope of the analysis requested by Hydro One in its RFP. 25 

However, Power Advisory expects that the increases in the Global Adjustment would 
offset a significant proportion of the commodity cost savings realized by consumers.  
Specifically, while implementation of the High 5 proposal may cause HOEP to 
decrease, Power Advisory believes that a significant portion of this decrease would be 
offset by increases in the Global Adjustment. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #63 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 59/Section 5.1/Figure 4 

 

A) How did Power Advisory construct the Ontario Electricity Supply Curve shown 

in Figure 4? 

 

B) Please reproduce figure 4 based on actual generation capacity and unit costs for 

Ontario. 

 
 
Response 18 

19 

20 

21 

23 

24 

26 

27 

 
The response to parts A and B are provided by Power Advisory. 
 
A) This is based on assumptions regarding Ontario generation facility capacity ratings 22 

and generation facility marginal operating costs. 
 
B) Figure 4 provides an estimate of actual generation capacity and unit costs for Ontario. 25 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #64 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 60/ Section 5.1 

 

The Consultant’s report says, “Since gas is the fossil fuel with the highest marginal cost,” 

 

A) Please clarify whether this sentence refers to natural gas as a fuel compared to 

other fossil fuels, or the variable fuel costs, or marginal costs, of fossil-fueled 

electricity generation. 
 

B) In either case, please provide the data and analysis to substantiate this statement, 

for 2007, 2008 and 2009. 

 
 
Response 21 

22 

23 

24 

26 

27 

28 

30 

31 

32 

 
The response to parts A and B are provided by Power Advisory. 
 
A) This question is not clear to Power Advisory, but natural gas has a higher cost than 25 

other fossil fuels and as a result natural gas-fired generation is typically more 
expensive than other fossil-fueled generation resources.. 

 
B) Power Advisory has not developed this data set.  We note, however, that the capacity 29 

factors for dispatchable natural gas-fired resources are typically among the lowest of 
any dispatchable generation resources. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #65 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 60/ Section 5.2.1 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 61/ Section 5.2.2 

 

On page 60, the report states, "Dr. Sen's model cannot model price spikes."  On page 61, 

the report states, “We have used this model to provide electricity market price forecasts 

for clients.” 

Explain the extent to which the Consultant's model models price spikes? 

 
 
Response 18 

19 

20 

21 

22 

23 

24 

25 

 
This response is provided by Power Advisory. 
 
The Power Advisory Model doesn’t fully reflect price spikes.  However, it does reflect 
how prices are anticipated to change based on where demand is relative to the system’s 
supply curve.  Whereas, Dr. Sen’s model assumes a constant relationship between 
demand and price for the entire peak and off-peak periods. 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 66 
Page 1 of 2 
 

Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #66 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 62/Section 5.3 

Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 63/Section 5.4/Table 16 

 

Robust forecasting is accomplished through structural econometric or statistical models.  

On page 62, the Consultant discusses a forecasting model that it has constructed to 

forecast load shifts in 2011.  On page 63, Power Advisory the total commodity cost 

changes are shown in Table 16. 

 

A) Please provide a working version of the Consultant’s forecasting model (or a 

description of the econometric equations that drive the model). 

 

B) Please provide a copy of the data set described in Section 5.2 that was used to 

derive the value in Table 16. 

 

C) Please clarify that the data in the Table 16 labelled "Commodity Cost Saving 

Estimates", refers only to estimated average Hourly Ontario Energy Prices. 

 
Response 26 

27 

28 

29 

31 

32 

34 

 
The response to parts A, B and C are provided by Power Advisory. 
 
A) This model is proprietary and commercially sensitive.  The model is described in 30 

Section 5.2.2 of the Power Advisory Report. 
 
B) The data described in Section 5.2 in effect include all of the input data for the Power 33 

Advisory market model.  As noted in part A), this model is commercially sensitive.  
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3 

4 

5 

Its detailed inputs are an integral part of Power Advisory’s efforts in preparing and 1 

maintaining the model. 2 

 
Some of its assumptions are taken from publicly available data.  These include the 
IESO’s 18-month outlook (available at 
http://www.ieso.ca/imoweb/monthsYears/monthsAhead.asp), the OPA’s quarterly 
Progress Reports on Electricity Supply (available at 

6 

7 

http://www.powerauthority.on.ca/Page.asp?PageID=122&ContentID=6972&SiteNode8 

ID=120), press releases from Bruce Power (available at  9 

http://www.brucepower.com/pagecontent.aspx?navuid=12) OPG (available at 10 

http://www.opg.com/news/releases/)  and other generators, and other information from 
the trade and general press.   

11 

12 

13 

15 

 
C) The data presented in Table 16 is based on average Hourly Ontario Energy Prices. 14 

 

http://www.ieso.ca/imoweb/monthsYears/monthsAhead.asp
http://www.powerauthority.on.ca/Page.asp?PageID=122&ContentID=6972&SiteNodeID=120
http://www.powerauthority.on.ca/Page.asp?PageID=122&ContentID=6972&SiteNodeID=120
http://www.brucepower.com/pagecontent.aspx?navuid=12
http://www.opg.com/news/releases
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #67 
List 1
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 63/ Section 5.4 

 

Power Advisory states at the bottom of Page 63, “The average price reductions in the off-

peak periods are always lower than the average price increases in the peak periods,…..” 

 
Please confirm that the words "reduction" and "increases" in this sentence should be 
reversed. 
 
 
Response 18 

19 

20 

21 

22 

23 

24 

 
This response is provided by Power Advisory. 
 
That is correct, these words should be reversed. 
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Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #68 
List 1

1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 72-73/ Section 5.4 

 

The report states, "Therefore, reductions in load in on-peak periods can exacerbate 

congestion, rather than alleviate it." 

 

A) Please provide specific examples where this has occurred, including supporting 

data or references. 
 

B) Please provide an estimate of the congestion costs (e.g., via increases in 

Congestion Management Settlement Credits) incurred as a result of demand 

reductions during periods of peak system demand. 

 
 
Response 22 

23 

24 

25 

27 

28 

30 

 
The response to parts A and B are provided by Power Advisory. 
 
A) This statement is based on discussions that Power Advisory staff had with Hydro One 26 

transmission planners.  We don’t have specific examples. 
 
B) Power Advisory has not performed such an analysis. 29 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

8.1 Is it appropriate to implement “AMPCO’s High 5 Proposal” in place of the 

status quo charge determinants for Network service?  

 
Ref: Ex H1/Tab 3/Schedule 1/Attachment 1/Page 76/Section 8 

 

The Consultant’s report indicates that, “For those network transmission facilities that may 

be deferred by demand reductions, it may be more effective and efficient to design and 

implement such programs to do this.” 

 

A) Please provide an example of such a program, if any exists, in other jurisdictions. 

 

Where such a program exists, please provide estimates of costs and benefits, if any 

estimates are available.  Please explain how the costs of such a program would be 

recovered from customers. 

 
 
Response 22 

23 

24 

25 

27 

28 

29 

 
This response is provided by Power Advisory. 
 
A) Power Advisory didn’t perform any research regarding such programs and has no 26 

examples it can provide. 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Appendix A/Page 1 

Ref:  Ex A/Tab 11/Sch 4/Page 3 

 

The letter dated September 21, 2009 from the then Minister of Energy and Infrastructure 

(Appendix A) includes a number of major projects to upgrade the transmission and 

distribution systems in anticipation of renewable generation likely to come from the 

Feed-In-Tariff (FIT) program.  The Minister’s letter directs Hydro One to proceed with 

the planning, development and implementation of transmission projects outlined in the 

letter and to collaborate with the OPA in defining scope of work and with the IESO 

regarding System Impact Assessments and reliability impacts. 

 

On page 3, the evidence states “Hydro One continues to consult collaboratively with the 

Ontario Power Authority (“OPA”) in defining the scope of work associated with the GE 

projects.” 

 

A) Please provide a summary of the collaboration that has taken place between 

Hydro One and the OPA and the IESO since September 2009.  Please include 

supporting documentation such as dates of meetings, directives from meetings, 

correspondence between parties as well as a description of how this collaboration 

has informed Hydro One’s Green energy Plan.   

 

B) Has the scope of work or prioritization of specific projects changed as a result of 

the collaboration between Hydro One and the OPA and the IESO since 2009?  If 
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1 

2 

4 

5 

6 

yes, please describe the change and the projects affected? 
 

C) Have any of the target in-service dates shown on Schedules A and B attached to 3 

the Minister’s letter been altered as a result of this collaboration?  

 
 
Response 7 

8  
A) B) & C) Please see Exhibit I, Tab 1, Schedule 98. 9 
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3  
Interrogatory 4 
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9 
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12 
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14 

15 

16 

17 

18 

19 

20 

21 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Appendix A/Page 3 

 

The then Minister of Energy and Infrastructure, in his letter dated September 21, 2009, 

indicates that Hydro One is to report back on a semi-annual basis on planning, 

development and implementation activities undertaken and the progress made in 

connection with Transmission and Distribution projects.  Hydro One was asked to submit 

a first report by no later than the end of November 2009.   

 

Please provide copies of all progress reports submitted to the Minister of Energy and 

Infrastructure in November 2009 and beyond in connection with the Transmission and 

Distribution projects outlined in the Minister’s letter. 

 
 
Response 22 

23 

24 

25 

 
Only one progress report was issued to the Minister from Hydro One on December 29, 

2009.  The report is attached as Attachment 1. 
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3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 2 

 

The evidence states on page 2 that the GE Projects are required to connect new renewable 

generation facilities procured through the FIT program and “other means”. 

 

A) Please provide a definition of “other means”.  
 

B) What is the historical and forecasted capacity (test years and beyond) for 
renewable generation contracted through “other means”?  How has Hydro One 
incorporated this capacity in its Green Energy Plan? 

 
Response 20 

21 

23 

24 

25 

27 

28 

 
A) “Other means” is the collection of procurement processes other than the FIT Program 22 

that contract for the development of renewable generation resources.  For example, 
this includes the OPA’s RESOP, CHP III, RES, HESA, and other programs. 

 
B) The historical results of the OPA’s non-FIT procurement programs for renewable 26 

generation resources are provided in the table below.  
 

Resource Type Capacity under Contract as 
of Q1 2010 (MW) 

Bioenergy 91 
Bioenergy CHP 78 
Hydro 1,190 
Solar 526 
Wind 1,888 
Total 3,773 

 29 

30 

31 

Source: OPA’s “A Progress Report on Electricity Supply First Quarter 2010” 
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2 

3 

4 

5 

6 

7 

These resources are not part of the green energy plan as they were evaluated by 
Hydro One through the CIA process. 
 
Hydro One is not aware of any forecasts other than the Green Energy Investment 
Agreement, under a directive to the OPA from the Minister on April 1, 2010 for the 
development of 2,500 MW of wind and solar resources. 
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3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 2 

 

The evidence states, “While the timing and nature of some GE projects will depend on 

the results of the FIT program, this Plan encompasses transmission investments that will 

form the backbone of an electricity system re-designed to integrate up to 10,000 MW and 

beyond of potential renewable generation”. 

 

A) For the GE projects referenced above that depend on the results of the FIT 

program, please provide the latest FIT program results related to these projects.   

 

B) What impacts do the current results have on these projects with respect to timing, 

spending and prioritization?  What are the forecasted FIT program results related 

to these projects? 

 

C) Please explain how the estimated 10,000 MW and beyond of potential renewable 

generation was derived.  

 
Response 26 

27 

30 

31 

 
A) Please see Exhibit I, Tab 1, Schedule 101. 28 

B) The OPA’s Economic Connection Test process will assign FIT applicants to specific 29 

transmission projects.  As this process is not yet underway, it is not possible to 

forecast FIT program results related to the GE projects at this time.   

C) The estimate was based on FIT results published on the OPA website.  32 
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 2 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/page 5 

 

The evidence states, in addition to current FIT applications under review by the OPA, 

many more applications are expected to be submitted in the future.”  

 
Please complete the following table to summarize the total renewable energy potential 

(FIT + Other Means) by green energy project in Sept 21, 2010 Minister’s letter for: a) the 

test year period and b) for the period 2013-2016. 
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1  
Renewable Energy Potential – Schedule A Projects 
Item # 
(by 
project 
category) 

Item 
# as 
per 
Sch 
A 

Investment 
Description 

Solar 
Ground 
(MW) 

Solar 
Roof 
(MW) 

Wind 
(MW) 

Wind 
(MW) 

Water 
(MW) 

Bio-
Gas 
(MW) 

Biomass 
(MW) 

Landfill 
(MW) 

Other 
(MW) 

Total 

1 1            
2 5            
3 2 & 

3 
           

4 8            
5 4            
6 7 & 

9 
           

7 14            
8 18            
9 10            
10 11            
11 12            
12 13            
13 15            
14 16            
15 17            
16 19            
17 6            
18 20            
Sub-total             
Renewable Energy Potential – Schedule B Projects 
Item #  
(as per 
Table 2 
A/11/4) 

Item 
# as 
per 
Sch 
B 

Investment 
Description 

Solar 
Ground 
(MW) 

Solar 
Roof 
(MW) 

Wind 
(MW) 

Wind 
(MW) 

Water 
(MW) 

Bio-
Gas 
(MW) 

Biomass 
(MW) 

Landfill 
(MW) 

Other  
(MW) 

Total 

1             
2             
3             
4             
5             
             
Total             

 2 

Response 3 

4 

5 

6 

7 

 
The total renewable energy potential for each of the Schedule A green energy projects cannot be
determined at this time.   
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1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 5 

 

Hydro One indicates on page 5, “This will require new approaches to project 

prioritization to properly assess the importance of aging asset issues relative to the Green 

Energy projects.” 

 

Please describe the new approaches to project prioritization that Hydro One is 

considering. 

 
 
Response 19 

20 

21 

22 

23 

24 

25 

 
The statement above is a forward looking statement.  As explained in Exhibit A, Tab 12, 
Schedules 4 & 5 Hydro One’s Investment Planning and Prioritization process is designed 
to accommodate changing conditions and priorities and the incorporation of green energy 
projects will be part of that evolution of the process. 
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1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 7 

 

The evidence states, “Hydro One will need to be prepared to adopt to changes in plans 

brought about by the GEGEA.  The FIT program is essentially a customer driven 

program so that project location and sizes are not predetermined.” 

 

Please explain how Hydro One plans to adapt to changes during the test period should the 

OPA or the government redefine the needs and scope of work associated with green 

energy projects based on emerging and ongoing FIT information or new policy directions 

that affect anticipated transmission needs.  

 
 
Response 21 

22 

23 

 
Please see Exhibit I, Tab 1, Schedule 98. 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 8 

 

Hydro One indicates that the Green Energy Plan will constitute a major portion of the 

Transmission development Capital work program with spending of $2.5 B in the near 

term (2010-2014) and $4.5 B over the longer term (2015-2020) for a total of $7 B in 

spending.   

 

What specific approvals is Hydro One seeking for spending that will occur beyond the 

2011/2012 test years? 

 
 
Response 20 

21 

22 

 
Hydro One is not seeking approval for any spending that will occur beyond the test years. 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Section 4/Pages 10 to 18 

 

Pages 10 to 18 briefly describe the major green energy projects in the following 

groupings: where development work is underway; where development work will begin 

once the OPA confirms project need; and where development work is not planned in the 

test years.  Total OM&A development work and capital expenditures are provided for 

each project.  Please complete the following table to show the total OM&A and capital 

costs and the test year costs by project category. 

 

Project 
Category 

Total 
OM&A  

OM&A 
2011 
Test 
Year 

OM&A 
2012 
Test 
Year 

Total 
Capital

Capital 
2011 
Test 
Year 

Capital 
2012 
Test 
Year 

Development 
work is 
underway 

      

Development 
work will begin 
once the OPA 
confirms 
project need 

      

Development 
work is not 
planned in the 
test years 

      

Total       
 18 
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Response 1 

2 

3 

4 

5 

6 

 
The OM&A development work in the test years was only planned for the projects in the 
first category and these costs are shown in Table 5 on page 46 of the exhibit, however as 
explained in Exhibit I, Tab 1, Schedule 98 this work is now on hold.  Capital costs are 
only planned for two of the projects in the test years as shown in Table 4 on page 37. 
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1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 9/Section 4/Table 1 

Ref: Ex A/Tab 11/Schedule 4/Page 46/Table 5 

 

Table 1 on page 4 (Summary of Major Green Projects) lists the projects from Schedule A 

of the Minister’s September 21, 2009 letter and groups the projects in three categories.    

The description of each project in the evidence on pages 10 to 28 follows the Item #’s 

used in Table 1.  Table 5 on page 46 (Summary of Development Work for Major Green 

Projects in Bridge and Test Years) shows Hydro One’s planned expenditures on OM&A 

Development projects but the projects are listed in a different order using a different 

numbering system.     

 

Please complete the following Table.  
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1  
Summary of Development OM&A for Schedule A Green Energy Projects ($ M) 

Item # Investment 
Description 

Item 
Number as 

per Schedule 
A 

OM&A 
2010 

OM&A 
2011 

OM&
A 2012 

Total 
Cost 

Target 
In-

Service 
Year 

Projects where Preliminary Development Work is Underway 
1        
2        
3        
4        
5        
6        
7        
Projects where Development Work will begin once OPA confirms Project Need 
8        
9        
10        
11        
12        
13        
14        
15        
Projects where Development Work is Not Planned in the Test Years 
16        
17        
18        
Total 
Costs 

       

 2 

3  
Response 4 

5 

6 

7 

8 

9 

 
The numbering of the projects in Table 1 and Table 5 is different but the project names 
are the same.  For the cost information requested above, please see Exhibit I, Tab 9, 
Schedule 78. 
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1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref: Ex A/Tab 11/Schedule 4/Page 30/Table 2 

 

Table 2 (Expenditures for Schedule B Projects) shows the total capital expenditures 

required for Schedule B (Projects to Enable Distribution System Connected Generation) 

of the September 21, 20009 Minister’s Letter and the target in-service year based on five 

item numbers.   

 

Please provide a breakdown of these estimates for each of the five item numbers by year 
to arrive at the totals shown in Table 2. 
 
 
Response 20 

21 

22 

23 

 
Please see Exhibit I, Tab 1, Schedule 107. 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

 

9.1 – Are the OM&A and capital amounts in the Green Energy Plan appropriate 

and based on appropriate planning criteria? 

 

Ref:  Ex A/Tab 11/Schedule 4/Page 47 

 

Hydro One is considering the need for a mechanism to recover OM&A development 

costs as incurred and might propose a rate rider mechanism.    The rider mechanism 

would recover the costs in a deferral account each year. 

 

Given the materiality of these development costs, currently projected at $160 M for 

Green Energy Projects ($82.4 M) in the Test Years, has Hydro One considered a variance 

account to track the difference between the forecast and actual expenditures?   

 
 
Response 20 

21 

22 

 
These OM&A costs are being tracked in a deferral account. 
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1 

 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

9.2 – Are Hydro One's accelerated cost recovery proposals for the Bruce-to-Milton 

line and for Green Energy projects appropriate?  

 

Ref: Ex A/Tab 11/Schedule 5/Page 6 

 

A) Please identify the reduced borrowing cost benefits that will accrue to ratepayers 

from this proposal. 

 

B) Please provide an analysis that identifies the incremental customer cost benefit of 

this proposal over the projected life of the asset, using Hydro One’s best 

estimates of future borrowing cost, tax rates and ROE.   

 
 
Response 19 

20 

22 

24 

 
A) Please see Exhibit I, Tab 1, Schedule 122 and Exhibit I, Tab 7, Schedule 11, Part a. 21 

 
B) Please see Exhibit I, Tab 1, Schedule 122. 23 
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 2 

3  
Interrogatory 4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

 

9.2 – Are Hydro One's accelerated cost recovery proposals for the Bruce-to-Milton 

line and for Green Energy projects appropriate?  

 

Ref: Ex A/Tab11/Schedule 5/Page 8/Table 2 

 

Please provide a pro forma version of this Table that compares the customer’s impact of 

requirement for revenue from Hydro One’s proposed Construction Work In Progress 

(CWIP) treatment with a treatment whereby the Board would allow Hydro One to 

expense interest costs throughout the project life. 

 
 
Response 17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

 
Hydro One assumes that “project life” means “construction period” or “pre-inservice 
period” and that interest costs would be recovered over that period, at the AFUDC rate, 
rather than recovered using the all-in return as is proposed under the CWIP in ratebase 
proposal.  
 
Please see Exhibit I, Tab 4, Schedule 74, part a) for the revenue requirement impact in 
the test years 2011 and 2012 from using the AFUDC rate instead of the weighted average 
cost of capital. 



Filed:  August 16, 2010 
EB-2010-0002 
Exhibit I 
Tab 9 
Schedule 84 
Page 1 of 1 
 

Association of Major Power Consumers of Ontario (AMPCO) INTERROGATORY #84 
List 1

1 

 2 

3  
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

 

9.2 – Are Hydro One's accelerated cost recovery proposals for the Bruce-to-Milton 

line and for Green Energy projects appropriate?  

 

Ref: Ex A/Tab11/Schedule 5/Page 1 

 

The evidence indicates that 100% of annual CWIP expenditures for the 500 kV Bruce to 

Milton Double Circuit Line project are to be treated as if they were added to rate base 

until the project is placed in service. 

 

Did Hydro One consider the option of applying CWIP into rate base on a staged basis as 
construction proceeds?  If no, please explain. 
 
 
Response 19 

20 

21 

22 

23 

24 

25 

26 

27 

 
Hydro One interprets “staging” to mean that construction costs would be added to 
ratebase on a month-by-month basis prior to in-service, or at least more frequently than 
once per year at year-end as the company is proposing to do. 
 
The company did not consider a more frequent interval of ratebasing for CWIP in 
ratebase purposes as the annual approach coincides with the OEB’s usual practice for rate 
making purposes, wherein ratebase is calculated on a mid-year basis. 
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5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

 

9.2 – Are Hydro One's accelerated cost recovery proposals for the Bruce-to-Milton 

line and for Green Energy projects appropriate?  

 

Ref: Ex A/Tab 11/Schedule 5/Page 10/Section 6 

 

Table 3 on page 10 lists two projects proposed for Accelerated Cost Recovery of CWIP 

for annual expenditures in their individual Section 92 applications: 

 

 - Northwest Transmission Reinforcement; and 

-  Algoma x Sudbury Transmission Expansion. 

 

A) Please identify the specific investment risks associated with each of the above 

projects.   

 

B) Please explain why Hydro One does not feel conventional mechanisms are 

adequate in connection with the above proposed investments to address 

investment risk. 

 

C) Please indicate the cost of each project in proportion to current rate base. 

 
 
Response 27 

28 

30 

31 

32 

33 

34 

 
A) These are both very large and complex projects.  The Northwest project is a 29 

Greenfield project which will increase the project risks even further.  The following 
excerpt from Exhibit A, Tab 11, Schedule 4, page 35 explains the risks. 

 
“In addition to the large cost of the Plan, the green projects also have a high degree of 
risk associated with them.  This also supports the need for an alternative funding 
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2 

4 

5 

6 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

31 

32 

34 

35 

36 

mechanism.  Building such large, complex and multi year projects will present very 
significant challenges: 
1) In almost all cases involving new line construction there will be the need for 3 

consultation with First Nations & Metis communities and a number of issues to be 
resolved around access to the land, financial settlements and compensation and 
creation of jobs for the communities. 

2) There will be major property acquisition issues.  In the case of larger projects 7 

there will be hundreds of landowners to negotiate with.  Most landowners will 
want to maximize the value of their land.  This has been demonstrated in the 
Bruce to Milton project where even after a very protracted negotiation period 
expropriation of many properties is required. 

3) There will be environmental risks with all of the projects.  Most of the projects 
will require Environmental Assessments and there are numerous issues associated 
with potential contamination and land remediation, preservation of water bodies 
and wet lands, protection of cultural and heritage sites and protection of 
endangered species. 

4) There will be timing risks with all the green projects but especially the longer 
term construction projects.  Projects that are initiated under the current policy 
objectives of the government may be subject to delay, changes or even 
cancellation if the policy objectives change in future years. 

 
Bruce to Milton and other recent line construction projects have been able to utilize 
existing or widened corridors and yet the issues encountered as noted above have 
been substantial.  A number of the Green Energy projects will involve true Greenfield 
projects.  The property acquisition and Environmental risks will be significantly 
multiplied for Greenfield projects.  It is expected that Environmental Assessments for 
Greenfield projects will be more complicated and will take at least two years to 
complete.” 

 
B) Please see Exhibit I, Tab 1, Schedule 122 to explain the reasons why accelerated cost 30 

recovery of CWIP is recommended for these projects. 
 
C) The Board approved Rate Base for 2010 is $7,635.9M.  The forecast cost of 33 

Northwest Transmission Reinforcement represents 5% of rate base and the 
forecast cost of Algoma x Sudbury Transmission Expansion represents 6% of rate 
base. 
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