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Wednesday, October 6, 2010


--- On commencing at 9:39 a.m.

MS. HARE:  Please be seated.

Good morning.  I think I have the mics on correctly, do I?  Thank you.

My name is Marika Hair.  With me is Cathy Spoel.  We are the Panel this morning.  The Board is sitting today in the matter of application EB-2010-0229 submitted by Hydro One Networks Inc.  The applicant is requesting an order or orders from the Board approving exemptions from specific obligations in section 5.1 of its electricity distribution licence as they pertain to five sections of the Distribution System Code, or DSC, and the Board's amendments to it.

The five sections that the applicant is seeking exemptions from are:  The Board's October 21st, 2009 amendments to the DSC, which stipulates the date for the application of new cost responsibility rules; section 6.2.4.1e i), which directs the removal of a proponent's capacity if the connection cost agreement has not been executed within six months of that capacity having been allocated; 6.2.4.18a, which directs that the connection cost deposit for 100 percent of the total allocated project cost be paid at the time the connection cost agreement is executed; 6.2.4.1c, which states that the connection impact assessment will not be considered complete unless the in-service date for the generation facility is within three years after the initial application date; and, lastly, 6.2.16, which directs the distributor to provide the full costs of distribution and transmission upgrades within 90 days after receipt of payment from the generator.

May I have appearances, please?
Appearances:


MR. HARBELL:  There we go.  Harbell, initials J.W., and I am appearing on behalf of the Ontario Power Authority.

MS. HARE:  Thank you.

MR. ENGELBERG:  Michael Engelberg.  I am appearing on behalf of Hydro One Networks Inc., the applicant.  I have with me to my left Alex Jackson, a business trainee at Hydro One, and to his left Kelly Kingsley, Hydro One's manager of distributed generation.

MS. HARE:  Thank you.

MR. ENGELBERG:  Thank you.

MR. MONDROW:  Good morning, Madam Chair, Ms. Spoel.  Ian Mondrow appearing for APPrO, and I would like to record in nature of appearances that APPrO has also been working with and getting input from CanWEA, the Canadian Wind Energy Association, and the Ontario Waterpower Association, OWA.  They are not intervenors in the proceeding, but I thought it appropriate to put that on the record.  Thank you.

MS. HARE:  Thank you.

MR. MACINTOSH:  Madam Chair, David MacIntosh, counsel -- or consultant for Energy Probe Research Foundation.

MS. SEBALJ:  And Kristi Sebalj for Board Staff, and with me is Judith Fernandes, Gord Ryckman, David Richmond, Nabih Mikhail and Adrian Pye.  We have quite a team today.

MS. HARE:  Thank you.

MR. HARBELL:  Madam Chair, if I may, the other two members of the OPA team, with me is Patrick Duffy, who is also a lawyer, and Martha McOuat, who is with regulatory affairs at the OPA.  Thank you.

MS. HARE:  Is that it?  Okay, thank you.  Do we have any preliminary matters?
Preliminary Matters:


MS. SEBALJ:  I think we do, a couple of different preliminary matters, and I will leave it to Mr. Engelberg to -- there are a couple of corrections for the application.  He can introduce those in a moment.

But on a more global preliminary issue, Board Staff, in reviewing the application, noted that the application is characterized as an amendment to Hydro One's distribution licence, but they're essentially asking for an amendment to the notice of amendment to a code which accompanied the amendments to the Distribution System Code which were finalized on October 21st, 2009.

Board Staff takes issue with the request for an amendment to a notice.  The notice is really an interpretive tool that the Board uses to assist in the interpretation of amendments to codes.  And, as such, we've asked Hydro One if they could rethink the characterization of that particular request, and I think that they have done that.

But I just wanted to put that on the record, because I would not be able to advise the Panel, from a legal perspective, that it would be appropriate to grant an amendment to a notice.

I will leave it to Michael to answer that.

MS. HARE:  Mr. Engelberg, any comments?

MR. ENGELBERG:  Yes.  Thank you.  We appreciate the fact that Board counsel brought that to our attention yesterday evening.  The reason that the application referred to the notice was simply because the notice was the only document where you see in black and white that the amendments came into effect on October 21st, 2009.

Hydro One, of course, agrees with Ms. Sebalj that you can't ask for an exemption from a notice.  So in order to recharacterize it properly, I would say that the part about asking for an exemption from the notice can be deleted from the application.

What Hydro One is really asking is for exemptions from the provisions of the code that are listed, and they came into effect on October 21st, 2009.  The Board is aware that they came into effect on October 21st, 2009.  So what Hydro One is really asking is that the provisions that came into effect on October 21st, 2009 for generators who applied on and after that date would be retroactively applicable to the generators that are the subject matter of this application.

And, as you are aware, Hydro One is not asking that all generators be exempt.  It is simply the generators that are the subject matter of this application, and they are well described and characterized within the application itself.

So it would be a request that they be treated the way that generators are treated if they had applied a day later.

MS. HARE:  Thank you.

MR. ENGELBERG:  Thank you.

MS. HARE:  Okay.

MS. SEBALJ:  Board Staff is comfortable with that recharacterization.

MS. HARE:  Could you present your panel, then, please?

MR. ENGELBERG:  Just one more preliminary matter that Ms. Sebalj mentioned.

There are some very minor amendments to the application in the form of blue pages, which have been provided to Ms. Sebalj and have been handed out to the other representatives, and Ms. Sebalj will now hand them out -- Ms. Fernandes will now hand them out to you.

MS. HARE:  Thank you.

MS. SEBALJ:  We also have copies for the other parties.  I just want to make sure I have the -- both packets here.  I also have copies of the CVs of the panel members which I will put on the same table.

MS. HARE:  Mr. Engelberg, could you just summarize what these changes are?

MR. ENGELBERG:  Yes.  If we could look at the first one, which is Exhibit B, tab 1, schedule 1, page 3 of 8, that is on one sheet with a front and a back.  On the second and third line, it originally read:   
"...and thereby allow related investments to benefit from the renewable energy expansion cost cap."

The corrected version reads:

“...and thereby allow related investments to benefit under Section 3.2.5(a) of the Distribution System Code."

That clarifies it more in terms of the code. 

In the second set, which is the last one -- there are only two sets -- that is a multi-page blue document, and the changes all appear on page 7 of 8 and page 8 of 8. 

And they reflect factual corrections that Hydro One has discovered since the time the application was filed.  They're at Exhibit B, tab 1, schedule 4, and the changes are as follows:

On page 7, the chart has changed to reflect the situation at certain transformer stations.

And on page 8, the wording has changed under the chart regarding change to grounding transformers.  The numbers have been updated. 

MS. HARE:  Thank you. 

MR. ENGELBERG:  Thank you. 

MS. HARE:  With that, are we ready to proceed to your panel?

MR. ENGELBERG:  Yes, we are, Madam Chair.  I will introduce the panel.

First, on my left is Carolyn Russell, who is the senior regulatory advisor in the regulatory compliance group in regulatory affairs.

To her left is Myles D'Arcey, who is a senior vice president in charge of customer operations.

And to his left is Ayesha Sabouba, who is a licensed professional engineer in the Province of Ontario, and the manager of generation connections.

When I introduce them, I would like to ask them a few questions to highlight their curricula vitae.  And I will also point out to the Board that although Mr. D'Arcey has appeared before the Board before, Ms. Sabouba and Ms. Russell have not.  So I may be reminding them to speak loudly so that the Board and the other participants can hear them.

MS. HARE:  Thank you.  So we will now swear the witness panel.

HYDRO ONE NETWORKS INC. - PANEL 1


Carolyn Russell, Sworn.


Myles D'Arcey, Sworn.


Ayesha Sabouba, Affirmed.


MS. HARE:  Mr. Engelberg, just so that I know what is coming up, is this the only panel for this hearing? 

MR. ENGELBERG:  Yes, it is, Madam Chair.

MS. HARE:  Thank you.  Okay.  Please proceed. 

MR. ENGELBERG:  Well, I will proceed in the order that the panel are sitting.
Examination-In-Chief by Mr. Engelberg:

MR. ENGELBERG:  Ms. Russell, I notice that you are senior regulatory advisor in regulatory compliance.  How long have you been with Hydro One and its predecessor, Ontario Hydro? 

MS. RUSSELL:  Since 1978. 

MR. ENGELBERG:  And could you tell us about some of the positions you have held, starting with the most recent and going backward?

MS. RUSSELL:  Well, I am a senior regulatory advisor with Hydro One and have been for about 10 years, but I've gone through various roles in that capacity, assisting with rate applications, but most recently looking after the compliance issues associated with the distributed generation connections.

Prior to that, I was a senior corporate planner with the corporate planning division in the former Hydro One, and I have been through a variety of other positions in terms of planning, and started off as a trainee in human resources as well.  So that does it. 

MR. ENGELBERG:  Thank you.  And Mr. D'Arcey, how long have you been with Hydro One and Ontario Hydro?

MR. D'ARCEY:  I have been with Hydro One and Ontario Hydro for just 32 years, so 1978 as well.

MS. HARE:  Microphone, please.

MS. SEBALJ:  I should mention that some of the microphones are linked, so when your neighbour turns yours off it may cause yours to turn off. 

MR. D'ARCEY:  Thank you.  Yes.  Thirty-two years, I have held numerous positions within the two companies over those 32 years of service.  I would categorize the most recent positions, probably in the mid-'80s, director of provincial lines, general manager of construction engineering, vice-president station services.

And currently the -- I have been five years in this position as senior vice president customer operations. 

MR. ENGELBERG:  And what are your responsibilities presently?

MR. D'ARCEY:  My responsibilities are predominantly in the distribution side of the business, in work execution.  I look after everything from the meter reading, billing, call centre accountability, forestry line services, small-e engineering associated with force deployment and technical services, as the predominant side of my accountability. 

MR. ENGELBERG:  Thank you.  And Ms. Sabouba, could you tell us what your area of responsibility is and your position?

MS. SABOUBA:  My area of responsibility is to oversee the group that does the technical studies for generation connections, and that is the generation connections department.  I am the manager of that department.

We also look after interaction with the OPA when there are special issues with different projects. 

MR. ENGELBERG:  And how long have you been with Hydro One and its predecessor? 

MS. SABOUBA:  I joined Hydro One in 1990.  I have been with the company for 20 years. 

MR. ENGELBERG:  Thank you very much. 

I should tell the Panel that the only one of the panel members to whom I propose to ask some evidence-in-chief is Mr. D'Arcey, but of course after that, the three-member panel will be available to answer cross-examination questions.

MS. HARE:  Thank you. 

MR. ENGELBERG:  Mr. D'Arcey, can you tell us, just briefly, why did Hydro One bring this application?  What led to it?

MR. D'ARCEY:  The reason that we brought this application, I think, really culminates with the fact that we've -- we've gone through sort of a paradigm shift, I guess, with regards to the changes within the distribution system. 

The distribution system was designed predominantly as a low cost of supply, load customers. 

As we've been challenged to meet the needs of implementing generation within the system, it's been a learning process for us over the last few years. 

I think what we've realized in through here and when working in conjunction with a host of players -- the OPA, the generators themselves, the IESO and others -- is that we've tried to create an open and transparent process to be able to address these issues as they come up, and be able to manage them going forward.

I think that the rulings that came out in October of -- 21st of 2009 took us a big step forward in identifying what the rules and the obligations were going forward.

But I think what we've seen, though, is that we've got a group of generators who were sort of caught in this transition.  And the reason that we are really bringing this forward is that we have identified this grouping of generators, who applied to us under what we believed were the rules and guidelines of the day, have changed since then, since those applications.  And I think that they have been sort of caught in the transitions into that.

So we believe that there are requirements to the system that are needed to be able to be able to connect those, and connect those generators in a way that they would have no negative impact upon the system and to our load customers. 

MR. ENGELBERG:  Thank you.  I see in the Hydro One application that the word "fair" and "fairness" are used a number of times.

Why did Hydro One think that the situation would be unfair if the application hadn't been brought and if the application is unsuccessful?

MR. D'ARCEY:  I think the key thing in through here, and as I have already mentioned, is that this has been evolving -- an evolving scenario in which we haven't had -- we started off with sort of a blank piece of paper, and we have learned a lot as we have gone forward.

I think the fairness issue really goes back into the challenges that if you're changing the rules of the game midstream for certain individuals, is it fair to think that they would have made investments to connect into the system, and then changed the rules after that fact -- after the fact?

I think that is -- really just our view is that when we started off and in those early discussions and in that time to try to, you know, garner clarifications in through that, they had -- there was a different set of parameters that were set out.  Now it is changed, redefined.  We are much wiser today, but it was different when we first started off.  So, therefore, from our perspective, it is a bit of a fairness issue and how we should treat those people who were caught in that transition.

MR. ENGELBERG:  Thank you, Mr. D'Arcey.  Can you speak a bit about the difficulties that Hydro One and generators are having with the time periods regarding connection impact assessments and system impact assessments?

MR. D'ARCEY:  Yes, I can.  The challenge that we have there, again, is that it is a specific group of generators who require transmission impact assessments associated with it.

The timelines associated with those assessments, if you look under the current Distribution Service Code, don't allow us to be able to take that to do the transmission impact.  And so, therefore, we were looking to say there is a category of generators which require some additional assessments that link back into the transmission system.

We would like to see that recognized and that they not be negatively impacted, because there's a six-month requirement for them to determine -- to get their connection process, and that negatively impacts them, because the studies aren't allowed to be able to be done in parallel.  So, therefore, there is a sequence of events that have to transpire before the generator can be done.  And a lot of times these generators were negatively impacted by that, because the transmission work wouldn't be done in time for them to meet their six-month requirement.

And so we've got, again, a small group that are caught within the distribution with transmission requirements.  I think we have seen that, you know, we currently have guidelines through the OEB with regards to how transmission customers are treated, and we've got distribution guidelines for distribution customers, and we've got this group sort of in the middle.  And so we want to, let's say, give them some recognition of how they might be treated a little bit differently.

MR. ENGELBERG:  Thank you.  How many generators and projects are we talking about?  I am not just speaking here about the ones that need some relief from the time constraint problems that you just mentioned, but the other -- the system problems?  How many generators are the subject matter of this application?

MR. D'ARCEY:  In total, I believe that we're looking at 12 within the SIA component.

MR. ENGELBERG:  That's the system impact assessment?

MR. D'ARCEY:  System impact assessments.  There is, I believe, nine that are tied back into the grounding transformers, 22 I think on the distance limitation side of the equation.

MR. ENGELBERG:  Sorry, 20 on what?

MR. D'ARCEY:  Twenty-two on the distance limitation requirement.

MR. ENGELBERG:  Now, does it matter which of the Ontario Power Authority programs these are in, whether it be RESOP or FIT?  Are there different programs that they're in, and does it matter?

MR. D'ARCEY:  For the most part, the RESOP program was a predecessor, of course, to FIT, and, as a result, some of these projects are -- were in the RESOP component of that.

So specifically to the timelines, the majority of these are on the RESOP side of the equation.


MR. ENGELBERG:  So some of them are in the FIT program?

MR. D'ARCEY:  Some of them are in the FIT, yeah, because of fact that they had rescinded, and then reapplied, essentially.

MR. ENGELBERG:  Thank you very much.  Those are all of the examinations I have for direct evidence.

MS. HARE:  Thank you.

Mr. Mondrow, are you going first?
Cross-Examination by Mr. Mondrow:

MR. MONDROW:  Thank you, Madam Chair.  Yes.

Good morning, gentlemen and ladies.  I would like to spend the first part of my examination talking to you about the capacity allocation withdrawal timing issue, and then after that we will shift over, with your indulgence, and talk about these transition cost issues that you have been talking about, Mr. D'Arcey.  So if we start with kind of the second part of your application first.

Before I do that, Madam Chair, sorry, I should record that I have very quickly -- and I apologize for that.  It's not -- the pages aren't numbered, and so on, but I put together a small bound package which is titled, "Materials For Examination on Behalf of APPrO", which I would like to have passed up to you and marked as an exhibit.

I did alert Mr. Engelberg, although only yesterday, to the contents of this package, but it is really just the legislative and regulatory documents.  So it is the legislation and the codes, and the notices in respect to the code amendments, that I put together for ease of flipping back and forth.

I found I had to do a lot of that, so I thought it would be helpful to have it in a package.  The witnesses have copies, and Mr. Engelberg and Ms. Sebalj and the others have copies, as well, I believe.

MS. HARE:  Thank you.  We should give this as an exhibit.

MS. SEBALJ:  We will mark it as K1.1.
EXHIBIT NO. K1.1:  VOLUME OF DOCUMENTS ENTITLED, "MATERIALS FOR EXAMINATION ON BEHALF OF APPrO".

MR. MONDROW:  Thank you.  I should clarify that I didn't put an index, but these are simply excerpts from the various instruments.

So, clearly, behind tab 1 there are excerpts from legislation and regulations, and clearly it is not the entire Act.  And the regs are complete, because they're only small, two-page regs, but as we go through it, I will identify what those are, but just for context.

Then behind tab 2, there is the Distribution System Code, but these are excerpts of the code only.  I have excerpted the full Part 3, which is the connections and expansions part, and the full part 6, which is the distributors' responsibilities part, but most of that is the connection process rules, so that we would have all of the relevant rules for each topic in front of us.  But the rest of the code has not been excerpted here.

I do not intend to refer to it.  I don't think there is much relevance to today in the rest of the code, but clearly if there is, my friend or the witnesses can bring it up.

Then behind tab 3, I've got the three notices related to the cost responsibility amendments to the DSC, so you actually have to flip to the back of the notice to see the date.  But coming first in the package is the June 5th notice proposal to amend the code.  This was the initial notice, I believe, for the cost responsibility amendments.

Then following that, there is the September 11th, 2009 notice, which revised the proposed amendments.  And the timing issue that Mr. D'Arcey spoke of, the October -- what eventually became the October 29th date is first mentioned in that second notice, and we will go to that in a few minutes.

And then behind that is the actual notice of amendment, which is dated October 21st, 2009, and that is the date which has caused the concern in respect of the pre and post date projects.  So that is what is in the package.

I am going to use that just to ask the witnesses to flip back and forth, so we can trace the trail of requirements and prescriptions as we go.

I hope that will help simplify things.

So if we start, witnesses, to talk about what I will call the capacity allocation withdrawal issue, you deal with that in your evidence at Exhibit C, tab 1, schedule 1, and I wonder if you could open that up.  And I found your diagrams to be both simple and helpful, so I would like to take you to the first of those timeline diagrams, which is diagram 1, and it is found on page 5 of that exhibit.

And as I understand it - perhaps it's Mr. D'Arcey - this diagram 1 is an attempt to capture the current situation for the timelines that I am going to review with you in a minute and the capacity allocation point, and highlights the problem that you currently face; is that right?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Or, more accurately, that the generators, among them my client's constituents, currently face?

MR. D'ARCEY:  Yes, that's correct.

MR. MONDROW:  Okay, thank you.

And so I just want to spend a few minutes and get a handle on this, and then we are going to move into your proposal so that we can understand that a bit more particularly, perhaps.

So this diagram 1 has three phases, and the first phase commences, as I understand it, when the generator applies for a distribution connection impact assessment; is that right?

MR. D'ARCEY:  Mm-hmm.  Yes.

MR. MONDROW:  Yes?  And that connection impact assessment has to be completed within three months; is that correct?

MR. D'ARCEY:  That is correct.

MR. MONDROW:  And that's prescribed by the Distribution System Code, and in particular, if we can just -- I think it is important to spend a few minutes to get the provisions, because there are so many interrelated provisions here.

So if you could open up what has been labelled Exhibit K1.1 to the second tab, which is the Distribution System Code excerpts, and find section 6.2.13, and I will give you a page number for that in just a second.

That would be on page numbered 62 at the bottom.  This is the Distribution System Code page number.

And I will just read that with you.  Subject to some other sections of the code, it says that --


MR. ENGELBERG:  I'm sorry, Mr. Mondrow, what page is that?

MR. MONDROW:  It is page numbered 62.

MR. ENGELBERG:  Thank you.

MR. MONDROW:  Do you have that, Mr. D'Arcey?

MR. D'ARCEY:  Yes, I do.

MR. MONDROW:  Okay.  And it says that subject to some other provisions in the code, the distributor -- which aren't relevant for purposes right now, present purposes:

“The distributor shall provide its assessment of the impacts."

We call that the connection impact assessment, right?

MR. D'ARCEY:  Correct.

MR. MONDROW:  "...impact of the proposed embedded
generation facility within."

And then there are two subparagraphs here, but the relevant one for us, because these are larger projects which require transmission impact assessments as well is sub (b), and sub (b) says that that connection impact assessment is:

"...to be provided within 90 days of receipt of the application."

And this would be from the generator; correct?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  So that is a prescribed timeline.

Then we move on to phase 2, back on your diagram 1 in your prefiled evidence.

And as I understand your evidence -- this phase 2 is for these larger projects that require IESO system impact assessments, and also transmission system impact assessments -- that that work, the IESO's work and the transmission company's work, or the transmission branch of your company, I guess, their work, requires as an input the distribution connection impact assessment; is that right?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And so you can't really proceed with -- the IESO can't proceed and the transmission part of your business can't proceed without the distribution CIA being completed?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Perfect.  Now, there is a timeline prescribed for the IESO to complete its system impact assessment, and if you flip with me -- I just want to identify that for the record -- to tab 1 of Exhibit K1.1, this is where I have excerpted some legislation.  And if you just leaf through to the fourth page, you will find –- sorry, not the fourth page, a few pages on from that.  I guess it is the 6th page -- you will find Regulation 326/09.  Okay?

MR. D'ARCEY:  Yes, okay.

MR. MONDROW:  If we just look at section 2 of this regulation, the preamble says:

“Where a generator is seeking to connect a renewable energy generation facility to a distributor's generation system, the distributor shall..."

And if we drop down to sub (c):

“...on behalf of the generator apply for a connection assessment to the IESO."

And just pausing there for a minute, that is what we have been calling a system impact assessment?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  Under section 6.1.6 of chapter 4 of the market rules -- which are the IESO's market rules, as I understand it?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  "If the renewable energy generation 
facility has a nameplate capacity of 10 megawatts or greater."

And those are the facilities that we're talking about, that are the subject matter of this application?

MR. D'ARCEY:  Yes, that is correct.

MR. MONDROW:  In respect of the timing issue?

[Witness panel confers.]

MS. RUSSELL:  May I just add something here?

MR. MONDROW:  Please.

MS. RUSSELL:  There's been a little bit of confusion about the capacity size that is required to do the SIA.

We did confirm with the IESO that the market rule that is referred to in this regulation does actually apply to greater than 10-megawatt capacity generators.

So -- and that the Distribution System Code itself, then, has the definition of large generators as above 10 megawatts.

So that is the subset.  That's the large generators that are actually the subject of this particular application as a result.

MR. MONDROW:  So the distinction you are drawing, Ms. Russell, is between 10 megawatts on the one hand, and greater than 10 megawatts on the other hand?

MS. RUSSELL:  Yes, that's it.

MR. MONDROW:  And the regulation says 10 megawatts, but the other instruments say great than 10 megawatts?

MS. RUSSELL:  That's right, yes.  This does refer to the market rules, so we did go back, as I say, to the IESO, and they checked the market rules, et cetera, for us, and so it -- the market rules specifically says above 10 megawatts.  So that is what we have stuck with here.

MR. MONDROW:  Okay, fair enough.  Thank you.  I appreciate that clarification.

And Mr. D'Arcey, then, I think picking up with you, if we could just flip over to the next page, and what I was trying to identify here was the time frame prescribed.

So we are just seen the provision that directs the distributor to make application to the IESO for the system impact assessment, the SIA.

And sub (2), flipping over to the top of the page, says:

“Where a distributor makes an application to the IESO under clause 1(c)..."

Which we have just been through:

“...the IESO shall provide the distributor with an assessment of the impact or potential impact of the connection on the integrated power system within 150 days..."

Which by my math is five months, roughly.

"...after the IESO receives the application."

So looking back on your diagram in your evidence, that phase 2 and the five-month notation you have on the chart here is actually a prescribed time period?  It is a requirement?

MR. D'ARCEY:  Yes, it is.

MR. MONDROW:  Okay.  Great.  Now, that is a requirement for the IESO's system impact assessment, but your line here under phase 2 covers two assessments, the IESO's assessment and Hydro One transmission's impact assessment; is that right?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  And there is no prescribed timeline, as far as I could find, for the transmission impact assessment?

MR. D'ARCEY:  No, there's not.

MR. MONDROW:  All right.  And then if we move on to phase 3 of this process, referring to your diagram -- and there are actually two lines on this chart that are engaged in phase 2.  Both of them are cost estimates, and in the case of the top line, it is the distribution cost estimate, and in the case of the bottom line, it is the transmission cost estimate, right?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  I am reading that correctly?  Okay.

And I understand from this diagram and from your evidence that these, the distributor's work to estimate costs and the transmission level work to estimate costs, can run in parallel and does run in parallel?

MR. D'ARCEY:  You require the data and information from the CIA to be able to determine what the transmission implications are.  So there is a bit of sequencing associated with that too, as well.

MR. MONDROW:  Well, the CIA was completed at the end of phase 1, wasn't it?

MR. D'ARCEY:  Right.

MR. MONDROW:  By the time we get to phase 3, the cost estimate work can run in parallel at the distribution and transmission level?

MR. D'ARCEY:  Once the data and information from the distribution side of it is brought forth to the process, yes.

MR. MONDROW:  And that data that you are referring to is the data that has been captured in the CIA that is delivered at the end of phase 1?

MR. D'ARCEY:  Correct.

MR. MONDROW:  Okay.  Fair enough.  All right.  Let's talk, then, for a minute about the timing of this cost estimate work.  And for that -- I beg your pardon, and flip you back to the Distribution System Code to section 6.2.16, if my notes are correct, which is at the top of page numbered 64 of the Distribution System Code.

Do you have that?

MR. D'ARCEY:  Page 64?

MR. MONDROW:  Page numbered 64, yes.

MR. D'ARCEY:  Yes.

MR. MONDROW:  Okay.  If we just look at section 6.2.16 I am just going to take a minute and read that in, so that we are all on the same page, as it were.

It says:

“In the case of an application for the connection of a mid-sized or large embedded generation facility, once the impact assessment is provided to the applicant..."

The applicant being the generator; is that correct?

MR. D'ARCEY:  Correct.

MR. MONDROW:  Yes.
"...the distributor and the applicant have entered into an agreement on the scope of the project, and the applicant has paid the distributor for the cost of preparing a detailed cost estimated of the proposed connection, the distributor shall provide the applicant with a detailed cost estimate and an offer to connect by the later of..."

So we are just talking about the distribution cost estimate now:
"...90 days after the receipt of payment from the applicant and 30 days after the receipt of comments from a transmitter or distributor that has been advised under section 6.2.17."


We are going to come to section 6.2.17 in a second, but just to put 6.2.16 in context, there is a requirement that within ten days of commencing your distribution cost assessment you notify any host distributor and any impacted transmitter.

So just accept that for now, and we will come to that and I will ask you a question about that in a minute, but just so we understand the reference.

So the important part for right now about section 6.1.16 is it is -- the distribution cost estimate work is prescribed and the timeline is prescribed, in the sense that you have a prescribed time within which currently to provide a response.  But that is a time frame that is determined in one of two ways. It is the later of 90 days or 30 days after you get input from the transmitter.  Is my understanding correct there?

MS. RUSSELL:  Perhaps I can provide a little bit of help.

We interpreted the -- when we talk about the input from the transmitter, if we're referring to section 6.2.17, that really is just the initial -- shall we say, the initial time frame; in other words, that the distributor must inform a transmitter that something is coming down the tube, so to speak.

So we didn't at this point initially see that -- there is some confusion, shall we say, I guess, about 6.2.16 in terms of what that 30 days after the receipt of comments from a transmitter could mean.

If it is the IESO SIA and the transmission customer impact assessment, that may be -- I think that is a little bit different perhaps from what is being referred to under 6.2.17.

MR. MONDROW:  Okay, that is helpful.  So let's go

to -- that was going to be one of my questions, so let's go to that now.  If you go to 6.2.17, again, I will take a minute and read this in.  It says:
"Where a distributor is preparing a detailed cost estimate in accordance with section 6.2.16..."

Which we just read:
"...with respect to a proposed large or mid-sized embedded generation facility, the distributor shall advise any transmitter or distributor whose transmission or distribution system is directly connected to the distributor’s distribution system that it is preparing an estimate..."


And that advice has to come within ten days of receiving payment from the applicant or the generator.

So my question on that is:  What in your view or in your experience is the purpose of that notification?  Let's just focus on the notification to the transmitter right now.

Why is that helpful or required, do you think?

MS. RUSSELL:  It gives the -- it does give the transmitter an alert, I guess, that, as I say something, is -- that a generator is proposing to attach.

But it doesn't necessarily mean that the transmitter can immediately start any assessment within that ten days.  In other words, there is a lot of preliminary information, that I think has been detailed in some of our interrogatory responses, that the transmitter needs in order to do its customer impact assessment, and that -- so that is the reason that is the last step in the process.

MR. D'ARCEY:  I think in addition to that, if I could, part of that is that if you look -- there is not just one generator on the system, and, therefore, you are looking at aggregate issues.

And so the -- you are informing the transmitter that there is a generator that is connecting on to the system and can have an impact.  That may or may not have any direct impact itself.  But if you look at an aggregate situation, you may start to have issues which the transmitter should be aware of.

MR. MONDROW:  Sorry, I am a little bit confused.  I thought we were talking about the cost estimate phase.

Maybe let's do it this way.  Let's look at section 6.2.14A, which is just on the previous page here.  And that section, as I read it, requires this -- a similar sort of notice.  But in that case, the notice to the transmitter comes at the time that the connection impact assessment -- the distribution connection impact assessment study is initiated.

So let me just read it so that I am not losing anything in the paraphrase.   It says:
"The distributor shall, within 10 days of initiating a connection impact assessment study, advise in writing any transmitter or distributor whose transmission or distribution system is directly connected to the specific feeder or substation to which the proposed embedded generation facility is proposing to connect."


And, Ms. Russell, I understood you to -- you just in your answer referred to the SIA, which is the impact assessment phase.  That is phase 2 of your process.  I am now talking about phase 3.  I thought the notice in section 6.2.17 related to the cost estimate phase, phase 3, and not the previous phase.  Is that right?

MS. RUSSELL:  Yes, you are correct.  You are correct.  Sorry.

MR. MONDROW:  So let me ask -- that's fine.

I found this extremely confusing, so don't worry.  I spent a lot of time flipping back and forth, and that is why I am taking some time now, because I think it is important to understand why you are requesting what you are requesting.  So I appreciate your indulgence and that of the Panel.

So let's get back to the cost estimate phase, and, again, my question is:  What's the purpose of providing the transmitter within ten days of receiving a request to do a distribution cost estimate, a detailed distribution cost estimate, that you are doing that?  What are they supposed to do when they get that notice?

MS. SABOUBA:  If I could answer this question here, sometimes you could have a generator which is connecting technically to the distribution system, but there are connection requirements identified in their impact assessment that take place at the station or which involve work at the station.

And, in those particular cases, it is important for the transmitter to contribute to that cost estimate, as well.

MR. MONDROW:  When you say "station", is that a transformer station?

MS. SABOUBA:  It could be a transformer station, yes.

MR. MONDROW:  What else could it be?

MS. SABOUBA:  Like a municipal-owned transformer station, which is a little different.

MR. MONDROW:  And if there is work required at the station, or indeed upstream of the station on the transmission system, that is going to be the subject of a transmission cost estimate; right?

MS. SABOUBA:  We -- I have never heard it defined as a transmission cost estimate.  I have always heard it simply referred to as the cost estimate for the generator.

MR. MONDROW:  From whom?

MS. SABOUBA:  From the asset owner, whoever owns that station.

MR. MONDROW:  It could be the transmitter?

MS. SABOUBA:  It would be the transmitter who owns that station, yes.

MR. MONDROW:  We're talking about the same thing.  That's fine.  Thank you.

MS. SABOUBA:  I am just pointing out it could be a different distributor that has a generator connecting on their distribution system.

MR. MONDROW:  Okay, I understand.

So let's go back to your diagram.  Maybe that is the best way to reorient ourselves.  And, really, we got off on this because I was trying to clarify, for me certainly, if no one else, that there is a prescribed timeline within which the distribution cost estimate must be provided to the generator who asked for it and has paid for it.

And as I read section 6.2.16 of the Distribution System Code, that timeline is the later of 90 days after they pay for it, "they" being the generator, or 30 days after you get comments from the transmitter.  So what do you think "comments" means there?  How have you applied that provision?  Is that the transmission cost estimate or is it something else?

MS. RUSSELL:  I think we interpreted that as the customer impact assessment at the transmission --


MR. MONDROW:  You are back in phase 2 now.

MS. RUSSELL:  Sorry.

MR. MONDROW:  It's okay.  I am talking about the transmission cost estimate.  You have a line on the diagram on the bottom which says "generator payment for transmission cost estimate, transmission scoping of work, development of cost estimates".  That is transmission cost estimates; is that right, Mr. D'Arcey?

MR. D'ARCEY:  That's correct, yes.

MR. MONDROW:  Okay.  And so we see a reference to transmission cost estimates, and we see a reference in the code to comments from the transmitter.  I am asking whether you think those are the same thing.

MS. RUSSELL:  Sorry, when we talk about receipt of comments from a transmitter, that is what I am referring to as the customer impact assessment.  That is what we assumed those comments meant.

Are you perhaps referring us to comments on the cost estimate?

MR. MONDROW:  Well, no.  Let's go back to the diagram.  Sorry to belabour this.  We had phase 1, which I think is pretty clear.  We had phase 2, the impact assessment.  That is both transmission and distribution -- I'm sorry, that is the transmission impact assessment.  Now I am confusing you.

So phase 1 is the distribution impact assessment.  We are okay with that.

Phase 2 is the transmission impact assessment.  That is prescribed in terms of timelines.  That has to be within five months; right?

MR. D'ARCEY:  Right.

MR. MONDROW:  We agreed to that already.  That is in the regulation.  So we've got that already.  And after that, and only after that, does the cost estimate phase come in, and that is transmission and distribution costs; is that right?

So you have already got the impact -– you've already got the SIA before you even start the cost estimate process, before the generator even asks you and pays for detailed cost estimates; isn't that right?

MS. SABOUBA:  Um...

MR. MONDROW:  It is okay if you don't know what "comments" means, because I don't know what it means either.  I am just asking whether you have applied it in some way.  That's all.

[Laughter.]

MR. MONDROW:  So don't be shy about talking about what you do get and don't get.  That is the point here.

MS. SABOUBA:  Okay.  So I am looking at diagram 1, all right?

And so when it talks about the preparation of the distribution cost estimate, we are referring to a detailed cost estimate.

MR. MONDROW:  Yes.

MS. SABOUBA:  Requested specifically by the generator.

MR. MONDROW:  Yes.

MS. SABOUBA:  And that would be performed after the technical studies.

MR. MONDROW:  Yes.  I understand that.

MS. SABOUBA:  It would include upgrades at the station, which are identified in the connection impact assessment.  It does not necessarily include -- actually, it would not include scope of work identified in the system impact assessment.

MR. MONDROW:  Yes, okay.

MS. SABOUBA:  Okay?  The detailed distribution cost estimate could be done for any project which has a connection impact assessment, and that includes scope of work on the distribution system, as well as connection requirements at the station which are needed in order for that generator to connect to the distribution system.

MR. MONDROW:  Okay.

MS. SABOUBA:  It all arises from that particular study, the connection impact assessment.

MR. MONDROW:  Which is done at the end of phase -- it is completed and delivered at the end of phase 1?

MS. SABOUBA:  That's correct.

MR. MONDROW:  Okay.  But in order to do the cost estimate, doesn't the transmitter have to do the SIA first -– sorry, the transmitter doesn't do the SIA.  The IESO does the SIA.  The transmitter does the -- what's here called the customer impact assessment.  That would be phase 1.

Then based on that, you would do the detailed cost estimate, I would assume?

MS. SABOUBA:  We would do the detailed cost estimate after the technical studies, the connection impact assessment, the system impact assessment.

MR. MONDROW:  When you say "we" are you talking about the transmitter or the distributor?

MS. SABOUBA:  Actually, all of the parties involved.  There's a distributor, there's a transmitter, and there's the IESO.

MR. MONDROW:  Okay.

MS. SABOUBA:  And they could all three -– they
would –- they could all three be different organizations.

MR. MONDROW:  That's fine.  And so I am trying to understand when you have to deliver -- according to your interpretation of the code as it stands now, prior to exemption or modification or whatever we're going to get to -- when you think you have to deliver that detailed cost estimate to the generator.

It says the later of 90 days or 30 days after comments from the transmitter, so in the case of getting comments from the transmitter, what is it that you get that triggers that 30-day period?  Isn't it the detailed cost estimate?

Or I should ask you.  Is it the detailed cost estimate?

MS. SABOUBA:  I would assume it is the detailed cost estimate, but they may also, I would expect, ask to see the study that was done, the connection impact assessment.

MR. MONDROW:  Well, presumably when you say "they" you mean the generator?

MS. SABOUBA:  The transmitter.

MR. MONDROW:  The transmitter saw that at the end of phase 1, didn't they?

MS. SABOUBA:  Yes.

MR. MONDROW:  Okay.  All right.  I think we're talking about the same thing.

So you don't have any magic bullet for me about what "comments" means in this provision.  I am taking that from your testimony here.

You don't get something other than the detailed cost estimate from the transmitter?  You don't get some -- anything official earlier than that; is that right?

Or do you?

MS. RUSSELL:  No, you don't, and –-

MR. MONDROW:  Okay.

MS. SABOUBA:  I would like to clarify something, though.

In phase 3, when we talk about preparation of the distribution cost estimate, that does not come from the transmitter.

MR. MONDROW:  I understand that.

MS. SABOUBA:  Okay.  Thank you.

MR. MONDROW:  But the bottom line talks about the transmission cost estimate.  That obviously does come from the transmitter, right?

MS. SABOUBA:  Yes.

MR. MONDROW:  Thank you.  All right.  So that is the timeline, and let's link this back to the issue at hand, which is the capacity allocation.

Again, just for the sake of completeness, could you flip with me to section -- this is still in the Distribution System Code -- section 6.2.4.1, which is page numbered 57 of the Distribution System Code.

Mr. D'Arcey, you have that open, I think?

MR. D'ARCEY:  Yes, I do.

MR. MONDROW:  Okay.  It says:

“A distributor shall establish and maintain a capacity allocation process under which the distributor will process applications for the connection of embedded generation facilities.  The capacity allocation process shall meet the following requirements..."

And I am focussed now on sub (a), which I believe is your focus as well, and it says:

“Each application for a connection, including an application under section 6.2.25(a) will be allocated capacity only upon completion of the distributor's connection impact assessment and any required host distributor's connection impact assessment and any required review of TS supply capability for the embedded generation facility."

And "TS" there stands for?

MR. D'ARCEY:  Transformer station.

MR. MONDROW:  Transformer station.  Okay.  And you do a TS supply capability analysis as part of the distribution CIA?  Yes?

MR. D'ARCEY:  Yes.

MR. MONDROW:  Okay.  And so in other words -- sorry, did you say something?  No?  It was my echo, sorry.

In other words, if you look back at diagram 1, the -- what we're talking about here, what we came here to talk about on this part of your application is this capacity allocation, which if we look at diagram 1 is given at the end of that phase 1 line.  When the CIA is delivered, they also get a capacity allocation; is that right?

MR. D'ARCEY:  Correct, yes.

MR. MONDROW:  Okay.  Perfect.  And then if we look at page 58 of the Distribution System Code, we're still in section 6.2.4.1, we are looking at sub (e), and sub (e) says:

“An applicant shall have its capacity allocation removed if..."

And sub (i), Roman numeral (i), says:

“...a connection cost agreement has not been signed in relation to the connection of the embedded generation facility within six months of the date on which the applicant received a capacity allocation."

And you have reflected that on your diagram with the dotted line near the bottom of the box here?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  And that dotted line obvious -– well, it lines up with the end of phase 1.  You get the -- the generator gets the allocation when it gets its CIA, and that is when the clock starts running.

And according to this provision of the code, the generator has six months to agree to pay the costs to connect?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And that is great.

And therein lies the problem, because the connection cost agreement can't be provided until the cost estimates are done, and we see from your cost estimate lines that in many cases the cost estimates won't be done until after that six-month period has expired?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  Great.  And I gather the fairness element of your application, of this part of your application -- I know you referred to it in respect of the costs -- but in respect to this part of the application, would you agree with me that the generator should not be expected to commit contractually to paying connection costs until they know what those costs are going to be?

MR. D'ARCEY:  I would agree.

MR. MONDROW:  Okay.  And of course they won't know that until they get the cost estimates, the detailed cost estimates delivered to them?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  Perfect.  So thank you very much for your patience.  Let's talk about the substance of your proposed solution.

And let's go to page number 7 of Exhibit C, tab 1, schedule 1, which is diagram 3.  I think we will use that one probably for ease, and that is titled, "Hydro One's proposed timelines to offer to connect."

MR. D'ARCEY:  I have that.

MR. MONDROW:  Okay.  So phase 1 looks the same, and that is when the CIA, the distribution CIA or connection impact assessment, is delivered.  And you have here labelled, and you are proposing, instead of the capacity allocation contemplated by the DSC provisions that we looked at, you are now suggesting that we think of this as a provisional capacity allocation.

And provisional, I assume, is in contemplation of some final capacity allocation at a later time?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  And that later time appears at the end of phase 2, when the impact assessments from the transmitter and the IESO are delivered after that, within or -- or at the end of that prescribed five-month period that we talked about before.  And you have labelled that "capacity allocation confirmation."  I am reading that correctly?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And what you are then saying is, according to this diagram, as I read it, you will run the same six-month period to execute the cost agreement or lose your capacity allocation, but you will run it from after the transmission-level impact assessment is provided, rather than after the distribution level impact assessment is provided.  Is that what you are proposing?

MR. D'ARCEY:  Yes, we are.

MR. MONDROW:  Okay.  All right.  And I just want to be clear here and I will repeat it.  So what you are proposing is to run a six-month time limit, but run it from the completion of all the impact assessments, rather than just the distribution impact assessment; is that right?

[Witness panel confers]

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And so by implication, I would assume, you are of the view that six months or something just less than six months, giving the generator at least a couple of days to go to the bank, will be sufficient time to prepare both the distribution and the transmission detailed cost estimates?

MR. D'ARCEY:  Yes, yes.

MR. MONDROW:  All right.  And so the result of your proposal would be that the generator would get a capacity allocation at the same time as they do now in the process, but it would stay open until they get the detailed costs and can make an informed commitment under the connection cost agreement, the new form of the contract that's -- under which they agree to pay for all of this?

MR. D'ARCEY:  That is the premise of our proposal, yes.

MR. MONDROW:  Okay, perfect.  So the impact of the confirmation of the capacity allocation, then, as I understand it, is simply to start that six-month period, within which that allocation is preserved, running, the current six months envisioned in the Distribution System Code; is that right?

MS. RUSSELL:  Perhaps I can help with this.

Yes, we asked for the six months to begin after the -- all of the studies are completed, and --


MR. MONDROW:  Well, all of the impact assessments are completed?

MS. RUSSELL:  That's correct, yes.

MR. MONDROW:  Okay.

MS. RUSSELL:  And you will notice that there is, though, an open line that goes underneath the -- called -- what is the capacity allocation confirmed, it does run out a bit further beyond the six months when we're talking about the generator deadline to execute the CCA.

And I think what we proposed was that in this case, where you have both distribution upgrades and transmission upgrades, that there be another month or so after the -- both cost estimates are finished that allows the generator to then execute their CCA.  So we have left that timeline open.

MR. MONDROW:  Let me just be really clear on this, because I actually read that the other way.

I had read that the dotted line was six months, and the dark line above it, which is the transmission cost estimate, was something less than six months.  But, Ms. Russell, you are saying I read it backwards?  The transmission cost estimate line is six months, and then the deadline to execute is something after that?

MS. RUSSELL:  We have not put a timeline on the cost estimate portion for the transmission cost estimate upgrade work.

MR. MONDROW:  Okay.  But I thought what you told me a minute ago is you were putting a timeline on the capacity allocation reservation period and that timeline was six months?

MS. RUSSELL:  Yes.  My apologies.  We said six months and we should not have.

MR. MONDROW:  You should not have said six months?

MS. RUSSELL:  We should not have said six months, that's quite right, because we are concerned about the transmission cost estimate process, which, unfortunately, we cannot give you a deadline or timeline for that at this point.

MR. MONDROW:  I thought we were there, okay.  That's fine.  I am glad you clarified it, because --


MS. RUSSELL:  Sorry, I --


MR. MONDROW:  No, that's helpful.

MS. HARE:  I will look at the transcripts, but I am quite confused with what was just said.  So you are saying it is not six months?

MS. RUSSELL:  What we were asking was whether -- the timeline not be restricted to six months in those specific occasions where both the distribution and transmission upgrades may be necessary, for the reason that the time required by Hydro One transmission can take longer than six months in order to do their cost estimates.

MS. SPOEL:  So I am confused, or I think I know what you're saying, but I want to make sure I can clarify it.

In cases where you don't need transmission upgrades, you are going to have -- the six months will run from the end of the distribution system CIA the way it does right now?

MS. RUSSELL:  Yes.

MS. SPOEL:  And that is fine, because that is all within your control?

MS. RUSSELL:  That's right, that's right.

MR. D'ARCEY:  Yes.

MS. SPOEL:  Where you have required phase 2, which is the 150 days allowed by regulation, which of course you can't -- that is a regulation and none of us can change that.

MS. RUSSELL:  Right.

MS. SPOEL:  You are saying you are going to confirm the capacity allocation, and then you are going to leave it open for an indefinite period until Hydro One Transmission has got their work done, even if it takes a year or two years to do that work?  I mean, is that -- I know you don't --


MS. RUSSELL:  Yes.  We have left it open --


MS. SPOEL:  Your group doesn't necessarily have control of that, but I just want to make sure I understand what the proposal is.  The proposal is that is completely open-ended until 30 days.  You give a generator 30 days -- presumably the greater of 30 days or six months.  Sorry, the lesser.  I don't know.  Whatever.

They will get their 30 days.  Assuming it takes longer than the five months to do that work, instead of getting six months, they will get seven months or they'll get a month from when you get that number in --


MS. RUSSELL:  Yes.

MS. SPOEL:  -- from transmission, and you have no idea how much time that might be at this point?  There is no deadline?

MS. RUSSELL:  We do not at this point have a deadline.

MS. SPOEL:  So what happens to that capacity allocation if there are other generators kind of waiting their turn in the queue?  Do they just sort of have to wait indefinitely?

MS. SABOUBA:  If I could just point out something here.  The generators who are asking for these cost estimates have applied under the FIT program, and they have in-service dates that they would have to meet.

And as the distributor or the transmitter, we would want to help them meet that in-service date.  So it is not in our best interests to delay the work any further.  We would never want to do that.  We would want to provide that estimate as quickly as possible.

MS. SPOEL:  I guess we will wait for argument to see what the most effective way might be to do that, but this proposal is to have it open-ended?

MS. RUSSELL:  Yes.

MS. SPOEL:  Depending on the ability of the transmission group to do their work?

MS. RUSSELL:  To do their cost estimates, yes.

MS. SPOEL:  Thank you.

MS. HARE:  Sorry, Mr. Mondrow.

MR. MONDROW:  Thank you.  Mr. D'Arcey, do your responsibilities include transmission?

MR. D'ARCEY:  Not a lot, no, just a minor portion on the transmission line maintenance.  Most of my accountability is on the distribution side of the house.

I can tell, though, that for the purposes of the transmission system, I do believe that that time frame is consistent with transmission-connected generators, which is open-ended.

MR. MONDROW:  Oh, well open-ended is consistent with anything, isn't it?

MR. D'ARCEY:  I am just saying from the -- my understanding of the transmission code is that it is an open-ended --


MR. MONDROW:  I see, sorry.  I shouldn't have been quite so tongue in cheek.  I apologize.  Okay, I can't help myself sometimes.  I should.

Do you have a counterpart, then, Mr. D'Arcey on the transmission side of the business that would be responsible for, among other things, transmission connection cost estimates?

MR. D'ARCEY:  I do, yes.

MR. MONDROW:  Who is that?

MR. D'ARCEY:  Those would be provided through Carmine Marcello.

MR. MONDROW:  Who does she report to?

MR. D'ARCEY:  He.

MR. MONDROW:  I'm sorry.  Who does he report to?

MR. D'ARCEY:  He reports through to the CEO and president of Hydro One.

MR. MONDROW:  Is that who you report to, as well?

MR. D'ARCEY:  That's who I report to, yes.

MR. MONDROW:  Okay.  So if we wanted any information on how long transmission assessment takes, we would have to ask him?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  Well, that certainly helps to scope the issue, doesn't it?  That's great.

And so let me clarify, then, the nature of what you are asking for.  Are you asking for an exemption or relief in respect of all large generators, or just in respect 
of -- well, let's do it this way.  Let me not confuse this more than I have to.

Let's open Board Staff IR No. 10, and I will give you the exhibit number for that as soon as I find it.  For the record, it is Exhibit I, tab 1, schedule 10.  And if you look at page 2 of 2, there is a table which has 12 projects listed.

So let me ask you, with reference to the table, are you asking for this exemption in respect of these 12 projects only?

MR. D'ARCEY:  That's correct. 

MR. MONDROW:  And what happens the next time you get a big project?  Are you going to come back and ask again? 

MR. D'ARCEY:  We will have to determine that once it is put forth, but at this juncture, these are the 12 that we are aware of.

MR. MONDROW:  All right.  And if I am reading this table correctly -- let's just examine these 12 projects for a second -- they all already have connection impact –- no, sorry, they don't have connection impact assessments.  They have all applied for connection impact assessments; correct?  That's column 3. 

MS. SABOUBA:  These projects do have connection impact assessments.

MR. MONDROW:  Oh, they do?  They all have connection impact assessments?  And we are talking about distribution connection impact assessments? 

MS. SABOUBA:  That's correct. 

MR. MONDROW:  All right.  But only one of them has applied for a -- so far has applied for an IESO system impact assessment and a Hydro One transmission connection impact assessment?

MS. SABOUBA:  Only one of them has paid for those studies, and we have applied on their behalf to the IESO.

MR. MONDROW:  That's more accurate to say.  Thank you. 

And to your colleagues in the transmission side?

MS. SABOUBA:  The application for the system impact assessment and the transmission customer impact assessment is done jointly, with an application to the IESO, and the IESO then contacts Hydro One Transmission.

MR. MONDROW:  Okay.  Perfect.  But that means that all of these projects, if I am understanding your process correctly, also have capacity allocations already, because they have all got CIAs, right? 

MS. SABOUBA:  According to the Distribution System Code today, yes, that's correct. 

MR. MONDROW:  Okay.  And so it looks like all of these -- well, you have given the CIA application dates.  Is there somewhere in the record where we have the CIA delivery dates, when they got their capacity allocation? 

MS. SABOUBA:  That information has not been provided yet.

MR. MONDROW:  Can you provide it? 

MS. SABOUBA:  We could provide that. 

MR. MONDROW:  Okay.  That would be helpful so that we have a sense of when they're going to lose this capacity, subject to relief here.

MS. HARE:  So we will give that an undertaking number, Ms. Sebalj? 

MS. SEBALJ:  Yes.  I assume it will be in the form of an updated table with an additional column, an update to the table at Board IR 10? 

MR. D'ARCEY:  Yes.

MS. SEBALJ:  Just so that we define the undertaking properly.  And that column will provide the distribution CIA delivery date.

And we will call it J1.1.
UNDERTAKING NO. J1.1:  to PROVIDE UPDATE OF TABLE AT BOARD STAFF IR NO. 10, WITH COLUMN ADDED FOR EXPIRATION DATES.

MR. MONDROW:  Just to be clear, to the extent there is a difference, I am actually most interested in the capacity allocation, the effective date for the capacity allocation.  I am assuming it is the same date, but if not, you will advise us in the response.  Is that okay? 

MS. SABOUBA:  I will certainly advise you, but according to the Distribution System Code, once the connection impact assessment is provided to the customer, that is the date when capacity allocation begins. 

MR. MONDROW:  Okay.  That's fine.  Can you tell us, just for present purposes, whether any of these are going to expire in the next couple of weeks, any of these capacity allocations? 

MS. SABOUBA:  I can.  No, they are not about to expire in the next two weeks.

MR. MONDROW:  When is the first one going to expire, can you tell us that? 

MS. SABOUBA:  The first one will expire this coming January. 

MR. MONDROW:  Okay.  Madam Chair, for my purposes, given that, maybe I should have asked that first.  I am not sure we need -- I am not sure that I need the undertaking response, because I was really trying to define how urgent this problem is.  I think we have done that with the first expiration, but if the panel thinks it would be helpful, I am obviously happy to leave it.  I don't think it is a lot of extra work to give this.

So maybe we will leave it.

MS. SEBALJ:  For Board Staff purposes, it would be helpful, and in fact it would be helpful to know the expiration dates on each of those projects. 

So I don't know if that is by way of amendment to Undertaking J1.1.  Can we just amend that undertaking to add two columns? 

MR. MONDROW:  Sorry, I'm assuming -- I apologize --


MS. SEBALJ:  That's okay.

MR. MONDROW:  -- Ms. Sebalj.

I am assuming if we get the CIA date, which is also the allocation date, it is always going to be exactly six months from that date?

MR. D'ARCEY:  That's correct. 

MS. HARE:  So that is the column we are going to add; is that correct?  That's what we're asking for?

MS. SEBALJ:  Neither here nor there for my purposes.  I can either add six or subtract six, but I understand Mr. Mondrow's point.

[Laughter.]

MS. HARE:  Let's do it that we have the expiration date.

MR. MONDROW:  Sure. 

MR. D'ARCEY:  I'm sorry, you want both dates then?

MS. SEBALJ:  No, we just need --


MR. D'ARCEY:  Just the expiration date? 

MS. SEBALJ:  Yes, thank you. 

MR. MONDROW:  Thank you very much.

MR. ENGELBERG:  Perhaps I could ask here, depending on how long it takes to get that information, instead of putting it in the form of a chart -- if it is something you can get by telephone without going through all of the agreements and looking, is it something that we could provide orally during today's hearing?

Ms. Sabouba, do you know how difficult it would be to get it?

MS. SABOUBA:  We can provide that today.

MS. SBEALJ:  Okay. That would be very good.

MS. SABOUBA:  I can provide it orally.

MR. ENGELBERG:  That might be faster than trying to reformulate the chart. 

MR. MONDROW:  Madam Chair, unless Mr. Engelberg is concerned, I would love to have that information as soon as possible, as would everyone.

I would still like to have the chart for the record, if it is okay.

MR. ENGELBERG:  All right. 

MR. MONDROW:  Thanks. 

I am almost finished on this section, Madam Chair, with your indulgence.  And then perhaps we could take the break before we do the other topic.  I don't think it will be much longer on this topic.

I just want to understand a little bit about your prayer for relief on this topic, and to do that, let's go back to your prefiled evidence at Exhibit C, tab 1, schedule 1, page 8.

And "prayer for relief" is just a lawyer's fancy way of saying what you are asking the Board to do.  You probably know that.

And on page 8 of Exhibit C, tab 1, schedule 1, we have the approvals requested listed in four specific bullets, each referring to a provision of the Distribution System Code.

So what you are asking, I think, is for generators who are -- whose capacity is greater than 10 megawatts -- to Ms. Russell's earlier clarification -- you would like four types of relief.

The first is you would like an exemption from section 6.2.4.1(e) I of the DSC, which requires removal of a capacity allocation within six months if the connection cost agreement has not been executed; is that right? 

MR. D'ARCEY:  That's correct.

MR. MONDROW:  And as we heard your evidence a few minutes ago, you are not proposing and would not propose to replace that with any condition of that exemption on any particular date by which the allocation would be withdrawn, save for a date that is one month after the transmission cost estimates are delivered to the generator?

MR. D'ARCEY:  Correct.  As soon as we have the information from the transmitter, yes.

MR. MONDROW:  And as I recall our earlier discussion, there is no timing related to the delivery of transmission cost estimates?  There is no prescription for a time period within which those have to be done?

MR. D'ARCEY:  There is not. 

MR. MONDROW:  All right.  Great.  You are also requesting, in the second bullet, an exemption from 6.2.4.18(a), which directs that the connection cost deposit for 100 percent of the total allocated project cost be paid at the time that the CCA is executed.

Why are you seeking that exemption? 

MS. RUSSELL:  Perhaps I could answer that. 

The concern we had is that if we were not to get the first exemption, then you do end up with a situation where you do not have the full 100 percent -- you don't have the knowledge of what the 100 percent of the costs are.  That's basically what it is.

MR. MONDROW:  So if you do get the first exemption, you don't need the second?

MS. RUSSELL:  I think that would be correct, yes. 

MR. MONDROW:  Okay.  If you don't get the first exemption, then in order to preserve a capacity allocation, the generator would have to execute a connection cost agreement without knowing what the costs are going to, wouldn't they?

MS. RUSSELL:  Yes, that's correct.  And the problem is that the code doesn't really allow to you do that.  In other words, the generator has to pay 100 percent of the at least estimated costs as understood at the time.

And we had looked at a couple of alternatives, such as making a very broad, for example, transmission cost estimate, but we were just concerned that that might not be grounded in any reality whatsoever, and it isn't particularly fair to the generator either.

So that's what we were concerned about at that point, I guess.

MR. MONDROW:  Okay.  And then the third part of this request is an exemption from Distribution System Code section 6.2.4.1c, which states that the CAA will not be -- well, sorry.  Give me one second.

Okay, I am stumbling a bit over this, because what your evidence says is that that section that I referred to states that the CIA will not be considered complete unless the in-service date for the generation facility is within three years for non-waterpower projects of the initial application date.

That is application for a CIA, I guess, but let's go to the Distribution System Code excerpts, back to Exhibit K1.1, to section 6.2.4.1(c), and what that says is:
"... a connection impact assessment will not be completed unless the embedded generation facility which is the subject of the application ..."


And then there are a bunch of -- well, there are two bullets underneath, one of which is this three-year time frame we just looked at.  So your evidence says it won't be considered complete, and the code directs it won't be done, as I read it.

Am I reading the code incorrectly, in your view?

MS. RUSSELL:  No.  I think you are probably reading the code correctly.  We may have just been being ultra cautious, actually.

MR. MONDROW:  That's fine.  And the function of this day is to clarify these things, so that is helpful.  And the reason I highlight that is because I had read that limitation, as well as the other ones -- the other limitations under this part of the code that we are looking at as kind of telling you when you needn't do the CIA; that is, when you don't have to do it, as opposed to when you complete it.

MS. RUSSELL:  I think you are probably quite correct, yes.  As I say, though, we were -- I think we were just concerned that if additional time is required to do some of these tasks, we simply wanted to be very clear that that is the case.

And, yes, anyway, that was the purpose of -- we were just trying to make clear there was additional time that was going to be required there.

MR. MONDROW:  Okay, that's fine.  So in respect of this component of the relief that you are requesting, when you are at the stage of being requested to do a distribution CIA - this is the beginning of phase 1 that we looked at on your diagram - there will be an OPA contract and it will have an in-service date, and that in-service date will have been set by contract between the OPA and the generator.  And the issue of delay because of cost estimates won't even have arisen yet, because you are not at the cost estimate stage yet.  Isn't that right?

MS. RUSSELL:  At the time that you are doing -- at the time you are starting to do the CIA, yes.

MR. MONDROW:  Right.  So if we read that part of the code as telling you when you needn't do it as opposed to when it is deemed to be complete, this timing -- contract timing exemption isn't necessary either, is it?

MS. RUSSELL:  It may not be.

MR. MONDROW:  Again, I am not trying to catch you out.  I am just trying to understand the purpose, and I think this is very helpful.  So you can correct me later if you think of something.

MS. RUSSELL:  I think my colleague may have something to add here.

MR. MONDROW:  Sure.

MS. SABOUBA:  I'm sorry, I don't think I understand something here.  Are you interpreting the code to say that no connection impact assessment would be needed if the in-service date for the project was more than three years away, or more than five years away for hydroelectric?

MR. MONDROW:  That is how I read the code, but the question really is how you guys read the code.

MS. SABOUBA:  So the way I read it is that Hydro One would do a connection impact assessment, provided the projects meet those in-service dates, and that is how the project would get capacity allocated.

MR. MONDROW:  Well, I am asking you how you apply this provision.

MS. SABOUBA:  Yes, thank you.  And that is what I am explaining.

MR. MONDROW:  Okay.  All right.

MS. SABOUBA:  But if the in-service date were longer than these intervals provided in the Distribution System Code, then my understanding is that we are not to do the connection impact assessment.

MR. MONDROW:  Right.

MS. SABOUBA:  And no capacity would be allocated.

MR. MONDROW:  I understand.  So the problem we are here talking about today is this kind of open-ended transmission cost estimate problem, timeline, and I am trying to figure out how that relates to -- if you and I are reading the code correctly, how that relates to the third part of your exemption request.

Are you -- well, let me leave it at that.

MS. SABOUBA:  So if I could explain that, I believe that if we are worried that the estimates may cause the project to exceed those timelines for the in-service dates, that is the reason we are asking for that exemption, that third bullet.

MR. MONDROW:  But it doesn't matter whether you are concerned about it.  What matters is what the OPA has said in its contract.

MS. SABOUBA:  I agree with you, and we did add a line in that bullet at the very end that the proponent may have to renegotiate their in-service date.

MR. MONDROW:  Yes.  I saw that and I saw that in your evidence, and that may well be the case, because when you are in the -- if you are right about all of this and the transmission estimate takes longer, when we are waiting for that, when you and the generator are waiting for that, if we're getting closer to the in-service date than the generator or the OPA are comfortable with, they are going to have to amend that in-service date.

But when that happens, the CIA will have been long completed, and I don't understand the relationship of the CIA, the first three months of this long process, with the cost estimate concern, which only comes much later in the process.  That is what I am struggling over.

MS. SABOUBA:  So I believe that if the proponent were to renegotiate their in-service date, and then come back to us, I would not want to be in the position where I have to take away that capacity allocation because their in-service date no longer abides by this portion of the code.

MR. MONDROW:  Yes, but you would only have to do that if you were reading the code as deeming the CIA incomplete later on, when the contract is allocated.  And what I thought you collectively said is the way you are reading that provision is that it is a condition precedent.  That is, you don't have to do the CIA if the project isn't expected to be in-service within three years of the request for the CIA.

MS. SABOUBA:  And that is the way I read it --


MR. MONDROW:  Right.

MS. SABOUBA:  -- that if their in-service date exceeds these timelines, the distributor should not do a CIA.

MR. MONDROW:  Yes.

MS. SABOUBA:  But that then disadvantages the project, because they never get capacity allocation.

MR. MONDROW:  Presumably -- I don't know what the Board's intent is, but the way I would interpret that is you are not supposed to lock up capacity if the in-service date is too far out in the future.  It is not fair to everyone else coming forward, but we can deal with it -- well, let me ask you.  Is that not your understanding of the intent here?

[Witness panel confers]


MS. HARE:  Mr. Mondrow, how much longer will you be, because I am looking at the time.  I am thinking we should have our morning break.

MR. MONDROW:  Yes, I agree with you, Madam Chair.  As soon as we nail down these four bullets, I will absolutely suggest a break.

MS. HARE:  Thank you.

MR. MONDROW:  I'm sorry.

MS. SABOUBA:  Sorry, could you repeat that question?

MR. MONDROW:  Yes.  I think it was a rambling soliloquy rather than a question, so let me try, in fairness, to pose a question.

We are struggling a bit over what this three-year time frame means, and I have suggested to you - and I think you agreed - that when you apply the code, you interpret the three-year time frame to mean that when you are asked to do the CIA at the beginning of this process, you don't have to do it - and in fact you are probably directed not to do it - if the CIA requested is in connection with a project whose in-service date -- a non-waterpower project whose in-service date is beyond three years in the future.

Is that how you apply the code?

MS. SABOUBA:  That's correct.

MR. MONDROW:  Okay.  And so in this third part of your exemption request, you are asking for an exemption from that provision, and so that exemption would only apply if someone comes to you with an OPA agreement, the in-service date for which is beyond three years in the future?

MS. SABOUBA:  That's correct.  If I had a proponent who has already obtained a CIA, and then they have renegotiated their in-service date and it now exceeds these timelines in the code, I am asking for this exemption so that they can maintain their capacity allocation.

MR. MONDROW:  Okay.  I think you have clarified your intent.  I think that is - I don't want to use more time.  That is helpful.  I think I know what you are asking, and we can think about whether that exemption is required or not in order to meet your intention.

MR. ENGELBERG:  Madam Chair, may I interrupt here?

MS. HARE:  Yes, please.

MR. ENGELBERG:  What about the wording at the end of the bullet that says: "or in accordance with the timelines in an executed OPA contract"?  It seems to me there could be an out there from the statement that if CIA does not need to be done...

Do you have a comment on that, Mr. Mondrow?

MS. SPOEL:  Mr. Engelberg, sorry, is this not really a subject –- I mean, I think this probably -– rather than you and Mr. Mondrow getting into a debate about how to read the Distribution System Code, I think it would be helpful to us to have argument on that issue, as to what it means, and whether an exemption is or is not required.

It is confusing.  It's not an easy piece to follow, but I don't think that it's particularly helpful when Mr. Mondrow is trying to cross-examine the witnesses on 
their -- how they apply it in practice, for the two of you to get into a debate about what it may or may not mean.

MR. ENGELBERG:  I would agree –-

MS. SPOEL:  We would like to hear argument on it.

MR. ENGELBERG:  I would agree, Ms. Spoel, but my question was not in the nature of argument.  I wanted to give the witness the opportunity to answer the factual question.  She was being asked why Hydro One does what it does, and then looks to the OPA, perhaps, to renegotiate the contract.

And I was wondering if Hydro One has been looking not just at the three-year and five-year time periods, but at the words "or in accordance with the timelines in an executed OPA."

MS. HARE:  Are you not leading the witnesses?

MR. ENGLEBERG:  No, I wanted to clarify –-


MS. HARE:  Perhaps you can do that in redirect.

MR. ENGELBERG:  All right.  I thought I would be helpful to Mr. Mondrow.  I did not mean to usurp his line of questioning.

MR. MONDROW:  Thank you.

I am mindful of the break, Madam Chair.  I just want to make sure I don't leave this hanging, because I think it will take more time later if I have to go through it again.

Let's just look for a minute, if we could, witnesses, at the fourth portion of your exemption request on this topic.

So as I read that, you would like -- you would also like to be relieved of the obligation in section 6.2.16 of the code to provide -- well, sorry.  I have to take one more minute.  Let's go to section 6.2.16.

MS. HARE:  You know, Mr. Mondrow, we have a little problem in terms of scheduling, in that Ms. Spoel and I have a Board meeting at 12:00 o'clock. 

MR. MONDROW:  I'm sorry, I didn't realize that.

MS. HARE:  I maybe should have said that initially.  So I think we need to take a very short break now, say 10 minutes.  Then we will resume.

But we will have to break again at 12:00 o'clock, until probably 1:15.

So why don't we do 10 minutes now, until 11:25?

MR. MONDROW:  Absolutely.  Thanks. 

MS. HARE:  Thank you.

--- Recess taken at 11:14 a.m.

--- On resuming at 11:26 a.m.

MS. HARE:  Mr. Mondrow.

MR. MONDROW:  Got it.  Witnesses, we were -- I was attempting to clarify, at least for me, the basis for each of the components of your exemption request in respect of this capacity allocation time frame issue.

And when we left off, I think we were talking about -- still talking about the third component of that, which deals with these provisions in the code that address the in-service date.


And Ms. Sebalj in the break actually pointed something out to me which I, quite frankly, hadn't noticed, but this may help, and so I am going to put it to you.

This reference to the in-service date comes up in two places.  The first place it comes up is the provision we were looking at, which is section 6.2.4.1 of the code, sub (c), which is what you have included in your request for exemption, and that section speaks to when you need to do the connection impact assessment and when you don't need or shouldn't do it.

The time frame comes up again in a later section, and I will ask you to look at it, and that is section 6.2.18 of the code, which is on page numbered 64 of the code.  And that section says:
"A distributor shall enter into a connection cost agreement with an applicant in relation to a small embedded generation facility, a mid-sized embedded generation facility or a large embedded generation facility.  The connection cost agreement shall include the following..."


And then if you flip over to page numbered 65 of the code under sub e., one of the things it must include is:
"...a requirement that the mutually agreed upon in-service date is no later than 5 years for water power projects or 3 years for all other types of projects from the initial date of application for connection or in accordance with the timelines in an executed OPA contract."


So given that revelation, courtesy of Board Staff counsel, I wonder if it is that section you intended to address in your exemption request, rather than 6.2.4.1, and if you would like to reserve on it and Mr. Engelberg would like to speak -- think about it, that's fine, but that might help at first instance trying to figure out why you are asking for that.

MR. ENGELBERG:  Thank you.  We will get back to you on that.

MR. MONDROW:  Okay.  Just to be clear, it doesn't really -- well, it's okay.  We will do that in argument.

I think that is all I can do on that portion for now.  My friends might, with clearer heads, be able to pick it up.  But I do want to talk for a minute about the last of the four components of your exemption request in this area.

And to do that, I was starting to take you back to section 6.2.16 of the code, and we read that section into the record before, so I won't do it again.  But if you drop down about half way, the salient part of this section directs the distributor to provide the applicant with a detailed cost estimate and an offer to connect.

And my first question on that is:  Do you read that to mean both the distribution and a transmission cost estimate; that is, the cost estimate has to include both the distribution and the transmission costs?

MR. D'ARCEY:  Yes.

MR. MONDROW:  All right.  Indeed, Mr. D'Arcey, we spoke before about the fairness component, which is a generator shouldn't commit to paying something until they know what it is?

MR. D'ARCEY:  I would agree, yes.

MR. MONDROW:  All right.  But what you are asking for -- so in your exemption request, you are asking to be relieved of that -- sorry, let me back up.

And we spent some time earlier talking about the applicable date for delivery of that detailed cost estimate of transmission and distribution costs being either 90 days or 30 days after receipt of comments from the transmitter, and I think where we got to - the record will reflect it more clearly than my memory - is you read "comments" to be detailed cost estimate?

MS. SABOUBA:  Can I go back to your earlier point, and I just want to clarify --


MR. MONDROW:  As long as you promise not to confuse me, yes.

MS. SABOUBA:  When we say that we are prepared to offer the detailed cost estimate for distribution and transmission work within these timelines, we are referring to the scope of work identified in the connection impact assessment.

So those are the technical connection requirements that are needed to connect the generator, and it could include changes on the distribution system, and it could also include connection requirements needed to connect that generator at the station.  That station could be a distribution station or a transmission station.  It does not include the scope of work that might be in a system impact assessment.

MR. MONDROW:  Are you telling me, Ms. -- is it Sabouba?

MS. SABOUBA:  That's correct.

MR. MONDROW:  -- Ms. Sabouba, is cost estimate that you are required to provide under this provision of the code would not include transmission costs?

MS. SABOUBA:  What I am saying is that we would only be able to provide all the transmission costs, which include -- all the transmission scope of work and costs in the cost estimate, provided the system impact assessment is completed.

MR. MONDROW:  Right.  And the reason you are asking for this exemption is the concern that the system impact assessment and the cost estimate that falls out of it would not be completed on time?

MS. SABOUBA:  That's correct.

MR. MONDROW:  Okay, that's fine.  I understood that.  Thank you.

MR. D'ARCEY:  I think just to clarify, too, as well, I mean, we are looking at processes that for generators and the 12 aren't mentioned in here.  For generators that aren't connected to the distribution system, this process meets the requirements.  And so therefore it does 
require -- there is occasion where it does require transmission work that may be done to facilitate connection.  So the process for those is fine.

It is when we get into a full-blown transmission impact where we need the additional time.

MR. MONDROW:  That's fine.  And I don't want to be too complex about -- more complex about this than need be.

If we read that provision of the code and we read the term "comments" to be the transmitter's input, including the scope of work and the detailed cost estimate, and the provision says that you have to provide the detailed cost estimate, the wrapped-up cost estimate, with both transmission and distribution costs at the later of 90 days from receipt of payment from the generator or 30 days after you get the transmitter's input, then as long as that input takes, you still have an additional 30 days after that to deliver your detailed cost estimate without getting an exemption.  Am I missing something there?

MR. D'ARCEY:  That's correct, yes.

MR. MONDROW:  All right.

MS. HARE:  Just to clarify, Mr. D'Arcey, you just said the 12 that aren't connected, so are you referring to your evidence where you list 22 generators, ten that have been connected and 12 that aren't?

MR. D'ARCEY:  No.  I am relating back to the 12 large projects.  The 22 is a separate issue.

MS. SEBALJ:  These are the 12 that are listed at Board IR number 10, so it's Exhibit I, tab 1, schedule 10, I believe; correct?

MS. RUSSELL:  That's correct.

MS. HARE:  Is that correct?

MR. D'ARCEY:  That's correct, yes.

MS. HARE:  Thank you.

MR. MONDROW:  Mr. D'Arcey, I had understood your reference to be, for other projects that may require some transmission station work, but not a full transmission system work program, the process in the code as it stands works fine.  That is what you were saying, I think.

MR. D'ARCEY:  It works fine, yes, it does.  I am just trying to differentiate between the two.

MR. MONDROW:  Yes, more numbers.

MR. D'ARCEY:  Yes.

MR. MONDROW:  That's the problem for lawyers, in particular, speaking for myself only.  That's fine.

I would like, Madam Chair and witnesses, to move on to the second of the two topics, which is the topic of these transition costs.

Madam Chair, just to let you know, I understand the Panel may have -- in addition to the time constraint, you mentioned others.

I am hoping this is helpful.  I am expecting to take at least as long with the second topic, but probably not a whole lot longer.  I think, from discussing this with my colleagues, that I am covering ground that they won't have to cover.  But certainly, you know, if timing is an issue and I am not being helpful, please obviously let me know, but just so you can plan.

MS. HARE:  Timing may be an issue, and I don't think we got an estimate of timing as to who else will be cross-examining.

So maybe we should do that now, unless Ms. Sebalj has got that.  Do you?

MS. SEBALJ:  No, I don't.  I think the only other two parties that are actually asking questions are Mr. Harbell for the OPA, and myself.

MS. HARE:  All right.

MS. SEBALJ:  And Mr. Mondrow is certainly covering a lot of the ground that I was going to cover, so I expect that I will only be half an hour or so, but I am not sure.

MS. HARE:  Mr. Harbell?

MR. HARBELL:  Equally so.  I think as the third lawyer up, I am probably in the 15- to 20-minute range.

MS. HARE:  Okay.  Very good.  Thank you.

MR. MONDROW:  Madam Chair, if you could remind me when you wanted to take your lunch break, I'll make sure to --


MS. HARE:  We will have to leave at two minutes to 12:00 so that we are not late.

MR. MONDROW:  Great.

MS. HARE:  Thank you.

MR. MONDROW:  So witnesses, I would like to move to the transition costs.  I will call it the transition cost issue for short.

And I would first like to just understand a bit about the nature of the problem.  And to do that, can you go to your Exhibit B1, tab 1, schedule 1, page 1?

And if I am understanding your evidence correctly on this topic -- and Mr. D'Arcey, you spoke about this a little bit earlier this morning in your direct examination -- there are some issues that have recently -- the impact of which has recently come to light and been kind of understood by Hydro One, with connection of a large number of renewable and therefore intermittent generators.


And that's really the subject matter of this part of your application: is that a fair paraphrase?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  And the particular issues are identified at line 23 on this page 1 of this exhibit, and there are three of them, as I understand it.

The first you referred to or you kind of quote as "distance limitations."

And if I am understanding your evidence on this, the issue with distance is the longer that distance gets, the more variable the voltage might be with an intermittent generator hooked on at one end of that line?

MR. D'ARCEY:  Yes.  I will let Ayesha comment on that, but -- in more detail.

But there are a number of variables associated with any system; distance is but one of them.

And when factoring that into the overall assessment, we look at that in comparison.

MS. SABOUBA:  And I agree with that.  That is exactly the description of the problem.  It is not as simple as just distance, and where that generator is on the feeder, the type of feeder that it is, the X-over-R ratio, essentially, the type of load that we have on that feeder, several things come into play.

MR. MONDROW:  I don't mean for a minute to suggest any of this is simple.  So don't take that from my questions.  I mean, your job.

But when I look at the distance limitations description, you say the problem is excessive voltage fluctuations, and that is really all I wanted to confirm, that this was a voltage fluctuation problem due to a complex series of causes.

MR. D'ARCEY:  That's correct.  It does manifest itself as a voltage problem predominantly, yes.

MR. MONDROW:  And the second of the two problems you identify is overvoltage conditions relating to these Delta-Y transformers.

And I guess, again, I take that as being a voltage regulation issue.

MS. SABOUBA:  Yes.

MR. D'ARCEY:  Yes.

MR. MONDROW:  All right.  And then the third, even for me is conceptually relatively straightforward, which is an inability with this sort of transformer that you talk about in your evidence, to sustain reverse flow, that is flow back into the generator.

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  And without correction of these problems, the connection of these generators could compromise service to your other customers?

MS. SABOUBA:  Yes.

MR. D'ARCEY:  Yes.  Predominantly so with the distance limitations and with the delta -- the dual winding.  That also creates some additional problems.

MR. MONDROW:  Okay.  What are the additional problems?

MR. D'ARCEY:  The flow side of it is really the primary component, so...

MS. SABOUBA:  If I could add to that, it also may cause failure of some of the equipment on the system.

MR. MONDROW:  Okay.  And if you could turn to Exhibit B, tab 1, schedule 2, page -- if my notes are correct -- 4, this, as I understand, it is a list of the projects for which these corrections are -- expenditure to correct these issues is required.

MR. D'ARCEY:  Specific to the distance limitations, yes.


MR. MONDROW:  Oh, this is just the distance limitation component?  Okay.

And the Chair was asking about this a bit earlier, so maybe you could just help me with the numbers.

So we have 22 projects listed in this table that relate to the distance limitations issue?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And where do we see -- or is there a list of projects related to the Delta-Y transformers, or what I call the overvoltage issue?

MS. SABOUBA:  No.

MR. D'ARCEY:  No, there's not.

MR. MONDROW:  But are those projects that are impacted by the Delta-Y transformers issue, are those a subset of the 22, or are there --


MR. D'ARCEY:  No.  They're separate.

MR. MONDROW:  How many are there?

MR. D'ARCEY:  There was... yes, in our proposal, or in our application, we set out there were 38 issues that we were dealing with.  At this juncture, there are nine specifically that we're looking to to be addressed.

MR. MONDROW:  That original 38, those were all overvolt -– Delta-Y transformers?

MR. D'ARCEY:  They were all Delta-Y transformers, yes.

MR. MONDROW:  Is this the near-term, medium-term, long-term conditions --


MS. SABOUBA:  If I could just answer that, originally we had a larger group of projects that all had Delta-Y interface transformers.

MR. MONDROW:  Okay.

MS. SABOUBA:  And today we have narrowed it down to nine.  At the time we filed this exemption, we believed it was 18.  Since then we have done some additional studies, and we have understood that we can change something minor in the protection systems to avoid having to put in grounding transformers for some of the projects.

And that is how we have narrowed it down to nine, today.

MR. MONDROW:  And you are still working in respect of those nine on the appropriate solution?

MS. SABOUBA:  No.  We believe that for those nine, the solution is a grounding transformer.  Not all nine need their own individual grounding transformer, because some of them lie on the same feeder.

So I believe it is around six total grounding transformers that would be needed.

MR. MONDROW:  Are you certain at this stage -- I will come back to that later.  That's fine, thanks.

Then the third category the inability to sustain reverse flow, is there a listing of projects that present that problem?

MR. D'ARCEY:  No.

MR. MONDROW:  How many projects are in that category?

MR. D'ARCEY:  We can find out.

MR. MONDROW:  Okay.  And just before I ask for the undertaking, are those projects a subset of the other -- the sum of the other two?  Or are they different projects again?

MR. D'ARCEY:  They're different.

MR. MONDROW:  So if I could ask for an undertaking to have the number of projects impacted by the problem regarding inability to sustain reverse flow?

MR. D'ARCEY:  Okay.

MS. SEBALJ:  We will mark that as Undertaking J2.1 (sic).

UNDERTAKING NO. J1.2:  PROVIDE NUMBER OF PROJECTS IMPACTED BY PROBLEM REGARDING INABILITY TO SUSTAIN REVERSE FLOW.

MR. MONDROW:  All right.  I would like to move for a few minutes to --


MS. HARE:  Sorry, Ms. Sebalj, not 2.1.  1.2.

MS. SEBALJ:  I was right the first time.  You are correct.  1.2.  It's been a while.

MR. MONDROW:  Sorry, I should have paid more attention.

I would like to move to -- and I understand that the timing issue you raised, but I want to talk for a few minutes about the current principles and parameters for including these sort of costs in -- recovery of these sorts of costs, and then understanding what the current situation is, I am going to suggest that we can focus on the problem and how you tried to address it, which is, as I understand it, basically to deem these projects to be -- or these expenses to fall within the current parameters.

So I just want to understand and confirm your understanding of the current parameters.

So that is the background.  And to do that I am going to ask you to go to, to start with, to the legislation.  So if you get Exhibit K1.1, again, and you go right at the front of tab 1, I have just, on the second page, I've got excerpted section 79.1 of the Ontario Energy Board Act.

If you go with me down to the bottom of the page, which is the definitions for the purposes of this section, this is where the concept of eligible investments is dealt with.

And you are advocating, as I understand it, Mr. D'Arcey, that these investments that are the subject of this part of your application effectively be determined to be eligible investments?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  In fact, I think your position is today, but for the timing, they are eligible investments?

MR. D'ARCEY:  Correct.

MR. MONDROW:  Okay.  Great.  So if we look at the definition of eligible investment, eligible investment means:
"...an investment in the construction, expansion or reinforcement of a distribution line, transformer, plant or equipment used for conveying electricity at voltages of 50 kilovolts or less that meets the criteria prescribed by regulation."


And it is your position, as I understand it, that these three types of investments are extensions.  The category is extension?

MR. D'ARCEY:  Correct.

MR. MONDROW:  Under the Distribution System Code meaning of that word?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.

And if we go, then, to the criteria prescribed by regulation, which this definition refers us to, we have to flip forward, if you do that with me, in this document brief to Regulation 330/09, which immediately follows the page that we were just finished on.

And if you look at subsection (2) of section 1 of this regulation - sorry, lawyers love to do this stuff, so thanks for your patience - it says:
"The prescribed criterion for falling within the definition of an 'eligible investment' under subsection 79.1 (5) of the Act..."

Which we just looked at:
"...is that the costs associated with the investment are determined to be the responsibility of the distributor in accordance with the Board's Distribution System Code."


And as I understand it, what you are asking this Panel to do is to find that the costs that we're talking about now are the responsibility of the distributor under the code?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  And if the Board were to determine that, as you asked, then section 79.1 applies, which is the section we were looking at off the top of this portion of my examination.

And if we just -- if you can flip back with me to that for a minute, we will see what the implications of that are.

And if you look at 79.1(1) it says:
"The Board, in approving just and reasonable rates for a distributor that incurs costs to make an eligible investment..."

So that's where the definition comes in:
"...for the purpose of connecting or enabling the connection of a qualifying generation facility to its distribution system..."


Pausing there for a second, I don't want to go through all of the definitions, but "qualifying" here means -- would include these renewable facilities, these renewable generation facilities?

MR. D'ARCEY:  Yes.

MR. MONDROW: "...shall provide", that is, the Board:
"...shall provide rate protection for prescribed consumers or classes of consumers in the distributor's service area by reducing the rates that would otherwise apply in accordance with the prescribed rules."


Then sub (2) and (3) talk about the distributor being kept whole, and all other consumers in the province picking up the difference to keep the distributor whole.  And so as I read all of that, I refer to that as kind of socialization of these costs, and that is what you are asking for.

You are asking for the Board to deem these to be your responsibility so that following through the regulatory scheme, they can then be socialized; that is, recovered from all electricity consumers in the province.  Is that right?

MR. D'ARCEY:  That is correct, yes.

MR. MONDROW:  All right, great.  So the applicable mechanism here, which your application focusses on, are the rules for determining distributor responsibility, and that is what I want to talk to you a little bit about, and we have a little bit of time to get started on this.

To do that, I maybe should cross-reference the code, but I don't want to flip back and forth too much, so I am going to ask you to follow with me in the Board's notices for the cost responsibility amendments to the Distribution System Code, because that is where the rationale is provided and that is really what I want to highlight, with your assistance.

So that is behind tab 3 of Exhibit K1.1.  And the first document in this series of three is a notice dated June 5th from the Board, if I am on the right one.  Just a minute.

Yes, it is the June 5th notice, and it is notice of proposal to amend the code, proposed amendments to the Distribution System Code.  And in discussing the drivers for these cost responsibility amendments, I just want to look at the Board's rationale, the first bit of their rationale, which appears at the top of page 2 of this notice.

And the Board refers, in describing the driver for these amendments, to the Green Energy and Economy Act receiving royal assent, which had at that time yet to be proclaimed, and the Board notes in sub (1) its new objective.  It says:
"The Board will have as a new objective to promote the use of generation of electricity from renewable energy sources in a manner consistent with the policies of the Government of Ontario, including the timely expansion or reinforcement of the transmission systems and distribution systems to accommodate the connection of renewable energy generation facilities."


And it seems to me - and I think you confirmed a minute ago - that the costs that you are talking about now are necessarily incurred, to use the Board's words, "accommodate the connection of these renewable energy generation facilities", and without incurring them, you can't accommodate that connection?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  Let me try to do one more thing with you before the lunch break.  If you flip two pages over to page number 4 of this notice, there are three categories of assets contemplated in this notice, and, as it turns out, in the new Distribution System Cost Responsibility Rules, relevant to determining when a cost is a distributor responsibility, which, as we said a minute ago, was really the nexus for the relief that you are claiming.  And that is why I am spending a few minutes on this.

And the three categories are listed at the last paragraph on this page 4 by the Board, and the Board says in its notice:
"For the purposes of assigning cost responsibility, the Board believes that distribution system investments related to the connection of renewable generation facilities can be classified within three general categories, connection assets, expansions and renewable enabling improvements."


Mr. D'Arcey, I think you agreed with me a minute ago that you see each of these three categories of fixes that we're talking about as being in the expansions?

MR. D'ARCEY:  That is correct.

MR. MONDROW:  Okay, all right.  So let's look at the "expansions" description starting on page 5 of this notice.  And there is actually -- in the Board's description, there is a list of four bullet points here which describe, in the Board's view, what these expansion assets tend to look like.

And as I scanned this information - and I want to ask whether this characterization is reasonably accurate in your view - it seemed to me that these expansions notionally were new distribution assets, which were required up to the point of connection of the generator to the main distribution system in order to ready that distribution system to receive the connection.  Does that make sense?

MS. SABOUBA:  I would agree with that, although I would clarify that it is not entirely a new distribution asset.  It could be an upgrade, as well.

MR. MONDROW:  Okay.  Let's go to Exhibit B, tab 1, schedule 2, page 4.  And on this page, there are four bullets which describe the nature of the solutions for the distance limitations issue, the first of the three that we identified a few minutes ago.

And as I read these, they all have -- well, except for the -- the fourth is reducing the installed capacity of the generation project, for which there is no cost, from your perspective?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Okay.  And so really the costs we're talking about are driven by one or more of the other three components, all of which indicate to me that you are basically using or implementing new conductors, is the term you use, which to a layperson is like the wire, the black-cased wire.

And basically these fixes have to do with putting up dedicated wires or rewiring.  You call it re-conductoring an existing line, presumably with a different kind of configuration, or relocating the connection point, again using wires, to solve the distance problem?

MR. D'ARCEY:  It's an expansion of the existing distribution system, yes.

MR. MONDROW:  Okay, all right.  And that -- you have anticipated my reasoning.  That is basically what an expansion is, in large measure.  It talks about rebuilding a line or doing something with a line, and a line consists of the poles and the wires, the conductors, right?

MR. D'ARCEY:  Yes. 

MR. MONDROW:  Okay.  Now, under the Distribution System Code, expansions are dealt with in one of two ways. 

They're either subject to -– sorry, before we go there, before the rules were changed, the generator would have to pay for expansions, right?

MR. D'ARCEY:  Yes. 

MR. MONDROW:  Okay.  And under the new cost responsibility rules, the expansions are paid for in one of two ways.  Either they are paid for by the distributor up to a cap, which is $90,000 a megawatt, as I recall, above which cap, if there are expenses above that, the generator has to pay.  That is one method?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  Or if they're approved by the Board, then the full cost, the full, approved cost is the distributor's responsibility.

It is either/or, right? 

MR. D'ARCEY:  Yes, yes.

MR. MONDROW:  Okay.  And what you are proposing here, I think -- although this isn't quite clear to me -- is approval by this Panel of these expenditures, which would fit them within the distributor responsibility category?

MR. D'ARCEY:  That is correct.

MR. MONDROW:  All right.  And if the Board approved these expenditures here, they wouldn't have to be included in your Green Energy Plan, would they?

MR. D'ARCEY:  Not these particular expenditures, no. 

MR. MONDROW:  All right.

MS. HARE:  Mr. Mondrow, I'm sorry to break at this time, but it is noon.

MR. MONDROW:  No, that's perfect.  Thank you very much.

MS. HARE:  Okay.  We will recess until 1:15. 

MR. MONDROW:  Thank you. 

MS. HARE:  Thank you. 

--- Luncheon recess taken at 11:59 a.m.

--- On resuming at 1:22 p.m.


MS. HARE:  Please be seated.  Okay, thank you.


MR. MONDROW:  Thank you, Madam Chair.


MS. HARE:  Mr. Mondrow, you are ready to resume?


MR. MONDROW:  I am.  Thank you.


Witnesses, I would like to step back for a very brief minute or two into the first topic I talked to you about, which was the timing for the capacity allocation withdrawal issue.


And I was thinking over the break a little bit about the evidence that you gave, and I think you have now clarified that you are not asking for a replacement time limit.  You are asking for no time limit at all on that capacity allocation, subject only to receiving the detailed cost -- transmission cost estimate, and then a month after that.


I think what that is what you are asking for, or something along those lines.  So I was kind of thinking over the lunch break about how to -- if that were in the end demonstrated to be an appropriate course of action, how to continue to provide for some transparency, and, frankly, discipline to all concerned, including the transmitter, on getting these things done.


And I am not suggesting -- you gave some testimony earlier about what your interests are, and we understand that, and there was a backlog problem a couple of years ago, and there was an exemption application and you fixed that, but it took a while.


I think everyone is a little bit -- certainly the generators are a bit concerned about that, and that is not to be critical.  It is just, you know, that they have interests, too, and we want to make sure everyone is properly resourced and dancing to the same tune.


So that is a long preamble.  I'm sorry for that.  But that led me to ask -- to think about asking you this.  Would Hydro One be amendable to conditioning any exemption to deal with the capacity allocation timing issue on some sort of reporting?  I am kind of thinking of - and others may ask you about this, as well - reporting that would be, let's say, for example, quarterly that would provide an update each quarter on the status for each relevant project -- of that project in that timeline process that we were talking about earlier, and perhaps some narrative about how the process is working, whether you anticipate any delays, whether things are going according to plan, what your best estimate is of when you might get responses.


And you would provide that obviously having made enquiries of the other part of your organization that is affected in the IESO, as well.


So would that sort of a mechanism -- and we can talk a bit about details, and perhaps we have to think about it a bit, but would that sort of reporting mechanism be workable, in your view, to give people some comfort?


MR. D'ARCEY:  I'd categorize it -- let me address it in -- a couple of points.  One is that as a representative of Hydro One, of which also has a transmission portion of the business, obviously we would work as quickly as possible to meet the needs of a generator.


So, you know, I think that we can safely say there is no defined limits associated with this.  We are working as quickly as possible to address the needs and requirements.


From the perspective of transparency, I think, yes, we agree.  We have always tried to garner some transparency in the overall process into that, so providing a status update I think would be something we could agree to.


MR. MONDROW:  All right.  And those sort of parameters, quarterly reports, kind of a status in the process and any general comments that you can provide, would that -- I know you may want to think about this a bit, but is there anything about that that seems objectionable to you or not possible at this point?


MR. D'ARCEY:  In principle, I can't see anything that is objectionable, I mean, that we would provide status which would include what are the -- some commentary associated with, you know, the timelines and any obstacles that may be in the way.


MR. MONDROW:  I envision any such reporting to be public reporting, that it would be filed on the public record.  Would that cause you any concern?


MR. D'ARCEY:  I would just have to check just to make sure we aren't breaching any privacy issues associated with the individual generators, but barring that there were no privacy issues, then I would see that it would be reasonable to say this would be, again, open, transparent to those involved.


MR. MONDROW:  I am going to leave that.  Others may have some questions for you on that -- give them some time to think about that.  So, thank you.


There are two undertaking responses that have been filed.  I don't know if you have copies on the dais.


MS. HARE:  Yes.


MR. MONDROW:  I just wanted to ask a question, if I could, about what is Exhibit J1.2, which is -- and I had asked you about the number of generators in the -- sorry, I am back to the cost issue now, the number of generators in the third bucket, which is the reverse flow bucket, and the undertaking response that you have now filed says there are 31 generators affected by that issue.


MR. D'ARCEY:  Yes.


MR. MONDROW:  And I wanted to ask you whether any of those generators are also included in either of the first two buckets, or whether this is a fully incremental number?


MS. SABOUBA:  There are a few generators at one of the stations, Malden TS, which were also impacted by feeder distance limitation.


MR. MONDROW:  Okay.  Is there just one instance of that, that there are two overlapping generators in that third bucket?  I am just trying to understand how many generators are affected.  There is no magic to it.


MR. SOMMERVILLE:  Okay.  So I know for sure there were three at Malden TS, and I would have to check the remainder.


MR. MONDROW:  Maybe we can leave it this way.  You will just perhaps let us know if there is a lot of overlap, but if is just a few stations, it gives us a sense of how many generators are affected.  For my purposes that is sufficient.  Others may want to ask you about that.  So that would be great.


And the other thing I wanted to ask is for each of these three buckets, then -- and I know there is some information about this already on the record.  Some of it was updated, but I wonder if you could just give us, either now or by way of undertaking, whatever you are more comfortable with, a kind of -- a cost figure associated with each of the three issues or problems.


It may be that they have different solutions under the rubric, and so I would like to understand the cost associated with each bucket.


MR. D'ARCEY:  I will try my best to address your question, and I think it is within some of the evidence that we have already submitted.


MR. MONDROW:  Yes.


MR. D'ARCEY:  The first would be filed evidence June 30th, 2010, Exhibit B, tab 1, schedule 2, page 6 of 6.  And this has to do with the distance limitation requirements, table 2.


MR. MONDROW:  Sorry, I am not as fast at this as you are, obviously.  Exhibit B, tab 2; is that right?


MR. D'ARCEY:  Yes.  Tab 1, schedule 2.


MR. MONDROW:  Tab 1, schedule 2, yes.


MR. D'ARCEY:  Page 6 of 6.


MR. MONDROW:  Got it.  And so that maximum cost, $42 million, that is still your best estimate for the distance limitations problem?


MR. D'ARCEY:  That would be the worst-case scenario.  I think if you look at the first line of that chart, which are the ones which are the ones immediately to be addressed, okay, which is in the $2 million mark.


MR. MONDROW:  Okay.


MR. D'ARCEY:  Then we have some that are mid term, and, again, that is in the $23 million mark, line number 2.


MR. MONDROW:  And the less problematic projects?  "Monitor and study" indicates to me that at worst it is $17 million and at best it is nothing.


MR. D'ARCEY:  That's correct.


MR. MONDROW:  And you don't have any sense within that range where you are at?


MR. D'ARCEY:  Not at this juncture, no.


MR. MONDROW:  All right.  Okay.  So that is the first bucket.


MR. D'ARCEY:  Okay.  Then with regards to the grounding transformers, okay, we filed evidence, and this would be back into our evidence filed June 30th, 2010, Exhibit B, tab 1, schedule 3, page 3 of 3.


And for the -- the total cost of that would be in the $4.5 to $6.5 million range.


MS. HARE:  If I could just interrupt you, Mr. D'Arcey, but I think you testified earlier today that now you are down to nine projects.  You had a greater number of projects?


MR. D'ARCEY:  Yes, that's correct.


MS. HARE:  But the number doesn't change?  The dollar amount doesn't change?


MR. D'ARCEY:  The dollar will be at the lower amount of that.


MS. HARE:  Even though it is only nine projects?


MR. D'ARCEY:  At this juncture, yes.


MS. HARE:  Thank you.


MR. MONDROW:  So we can take the 6.5 million off the table at this point?


MR. D'ARCEY:  Yes.  We think at this juncture we are looking at nine transformers at five stations, which would be impacted by the dual winding -- or, sorry, by the grounding transformer.


MR. MONDROW:  So it won't be 6.5.  It would be something less?


MR. D'ARCEY:  It would be something less, yes.


MR. MONDROW:  Okay.


MR. D'ARCEY:  And then with regards to the dual winding transformers, again, I would go back to evidence filed June 30th, Exhibit --


MS. SPOEL:  May I just take you back, sorry, Mr. D'Arcey, to this question that Ms. Hare was asking you about?


You say on page -- the "actions to address the issue", and this is in respect to the grounding generators, that if they can retrofit –- it's $250,000, for the grounding transformer is 360,000, 360,000 times nine is a lot less than 4.5 million, even just doing that simple, very simple math in my head.  It is more like three million, not 4.5 million. 

And that would seem to me from the numbers you presented to be the high, at this point now, the very highest end of the range?

MR. D'ARCEY:  Yes.  That would be accurate.  I think Ayesha can address some of the additional concerns.

MS. SABOUBA:  Thank you.  The $360,000 that was quoted in the evidence was a very rough planner's-type estimate, which hasn't been examined by the engineering staff, but we wanted to be able to give you an idea of what -- what size of figure that might be.

We know a little bit more today, and we are expecting that the price would fall in closer to about 450- to $500,000.

Now, that price could be lower.  I am giving you what I think is the high end.

MS. SPOEL:  So that 360 was sort of a ballpark –-

MS. SABOUBA:  Yes.

MS. SPREIL:  -- to give us an idea of the order of magnitude of the number, as opposed to a kind of a budget item?

MS. SABOUBA:  That's correct.

MS. SPOEL:  Thank you. 

MR. MONDROW:  And there is one more bucket.

MR. D'ARCEY:  Yes.  Then the dual winding transformers, and again, I will go back to Exhibit B, tab 1, schedule 4, page 4 of 6.

And if you look down in through line 27, I believe, that we said that the -- for the two transformers, the Modeland -– sorry, Modeland and Windsor Malden transformers, the approximate cost of that was about $1.5 million for the mitigation and monitoring. 

And if we were to look at an estimate, if we had to change the transformers out, it would probably be in about the $5 million range per transformer. 

MR. MONDROW:  And you have 31 projects.  So in a worst case, you would have to change them all? 

MR. D'ARCEY:  Yeah.  And again, we've reassessed what the requirements are as more information has come available to us, and that goes back into where we currently sit today, is we think there are nine transformers, of which -- at five stations affecting the -- those 31 generators. 

MR. MONDROW:  I see.

MS. SABOUBA:  Could I just add something to that, Mr. Mondrow?

You mentioned 31.  We wouldn't have to replace a transformer for each of the 31, because those are 31 projects often at the same station. 

MR. MONDROW:  But nine stations serve the 31 projects? 

MS. SABOUBA:  I believe it is nine transformers.

MR. D'ARCEY:  Nine transformers at five stations, yes.

MR. MONDROW:  Nine transformers, but you are costing this on a per-transformer -- the $5 million is per transformer? 

MR. D'ARCEY:  Per transformer, correct.

MR. MONDROW:  So we are talking about nine transformers serving the 31 projects?

MR. D'ARCEY:  Yes.

MR. MONDROW:  Okay.  And you are not sure -- you are not yet sure if they all have to be replaced? 

MR. D'ARCEY:  That's correct.

MR. MONDROW:  All right.  Okay.  Thank you. 

I want to talk to you for a minute about the concept of -- well, let me back up.

The Delta-Y transformer issue, as I understand it, will involve changing the configuration of transformers to regulate or better regulate voltage from these facilities, in lay terms; is that right? 

MS. SABOUBA:  If I could describe it, I would say that the grounding -- the Delta-Y configuration, which we now have a standard of Y-Delta, is to ensure that there is proper grounding --


MR. MONDROW:  Mm-hmm.

MS. SABOUBA:  -- and to keep overvoltages down, so that existing customers do not suffer overvoltage conditions, which could damage their equipment.

MR. MONDROW:  And whether it is Y-Delta or Delta-Y refers to the configuration of the components of the transformer, I guess?  I gather.

MS. SABOUBA:  That's correct.  It refers to the interface transformer at the generator. 

MR. MONDROW:  Okay.  And to deal with the reverse flow issue, you are proposing modification to allow for two-way flow, obviously.  You want to establish a two-way flow where there is none available now, and to do that you have to modify the equipment?

MR. D'ARCEY:  I think what we're first looking at too is monitoring and assessing to determine what is the best solution.  Worst-case scenario would have to be a full-blown replacement of the transformer.

MR. MONDROW:  Right.  So with that, I want to look at the concept of the renewable enabling improvements, and for this I would like you to turn to the Distribution System Code, section 3.3.2.

You can find that at tab 2 of our documents brief, Exhibit K1.1, and the Distribution System Code page is numbered 39 at the bottom. 

And I realize, Mr. D'Arcey, that earlier when we were talking about this, you characterized in your evidence, your application characterizes these as extensions, and this is another different category from extensions so I just want to explore this category for a minute with you.

Is that not right?  Did I get that term wrong? 

MR. D'ARCEY:  That's correct, yes.

MS. SABOUBA:  I'm sorry.  I think you said extensions, or did you say expansions? 

MR. MONDROW:  Extensions.

MS. SABOUBA:  I think we want them characterized as expansions.

MR. MONDROW:  I got the term wrong, did I?  Expansions.  Thank you.  That's fine, expansions. 

But focussing for a minute on renewable enabling improvements, section 3.3.2 actually provides a comprehensive list of what those are.  It says:

“Renewable enabling improvements to the main distribution system to accommodate the connection of renewable energy generation facilities are limited to the following..."

And in the notices, there is a bunch of discussion about closing these two categories, the renewable enabling improvements category and the expansions category, so that there is no overlap.

But the renewable enabling improvements category includes, if you look at (b):

“Modifications to voltage-regulating transformer controls or station controls."

And would I be correct in assuming that the Delta-Y configuration issue could be interpreted to be consistent with that description in 3.3.2(b)?

MS. SABOUBA:  If I could answer that question, yes, I would agree that there are some parts of renewable enabling improvements definition that could be applied to the grounding transformers, because they could be thought of as protection.

The reason we asked to classify this work as expansions is because we looked at the definition of expansions in the Distribution System Code, and we applied that.

MR. MONDROW:  Okay.  That's fine.  And (h) of 3.3.2 includes, as a renewable enabling improvement:

“Any other modifications or additions to allow for and accommodate two-way electrical flows or reverse flows."

And it seems to me that the -- I think you said it is a transformer replacement solution, if required, would certainly -- could certainly qualify under that head.

MR. D'ARCEY:  You are talking now back to the dual winding?

MR. MONDROW:  Back to the dual winding, yes.

MR. D'ARCEY:  Okay, yes.

MS. SABOUBA:  I would agree that there is a part of this definition that you could apply to replacement of transformers with dual secondary windings, but once again, we looked -- we looked at the definition of expansions in the code.

This is what we applied when we asked to classify this work as expansions, rather than renewable enabling improvements.

MR. MONDROW:  I understand.  Thank you.  There is a caveat to being able to classify these as renewable enabling improvements, and that is found in section 3.3.4 of the code, and it says that you can't apply 3.3.A:

“Until the distributor's rates are set based on a cost-of-service application for the first time following the 2010 rate year."

And unless I am mistaken, you haven't had a cost-of-service application yet following the 2010 rate year; is that correct?


MS. RUSSELL:  Perhaps I could answer that one.  Actually, we did commit in our last distribution rate application, which was for 2010 and 2011, I believe, we actually did say that we would reserve funds basically for these renewable enabling improvements.

MR. MONDROW:  Well, not the ones you are here talking about today?

MS. RUSSELL:  No.

MR. MONDROW:  Otherwise you wouldn't be here?

MS. RUSSELL:  No.  No.

MR. MONDROW:  Right.  Okay. So I just want to focus on the –-

MS. RUSSELL:  We didn't anticipate those ones.

MR. MONDROW:  No, fair enough.  I understand that evidence, and that is what we're all trying to wrestle with.

MS. RUSSELL:  Right.

MR. MONDROW:  But your 2011 distribution rates, aren't they set based on an escalation of 2010, or did you actually do a 2011 cost-of-service?

MS. RUSSELL:  I think we did a two-year cost-of-service.

MR. MONDROW:  Okay.  But that cost-of-service clearly didn't include these costs? 

MS. RUSSELL:  No.  No, it did not.

MR. MONDROW:  And so, you know, we can perhaps think and argue in the hearing sense about the meaning of this provision, but clearly the Board has not yet reviewed for prudence these costs that we're talking about today?

MS. RUSSELL:  No, they have not.

MR. MONDROW:  Okay.  Is that one of the reasons that you didn't suggest that these might be renewable enabling improvements?

MS. SABOUBA:  Actually, we only looked at the definition of expansions.

MR. MONDROW:  Okay.

MS. SABOUBA:  We did think about especially the grounding transformers being a form of protection, and that would be one reason why it could be classified as renewable enabling improvements.  But simply because the definition of expansion seemed to fit this scope of work better, that was why we asked for it to be classified as expansions.  That was the only reason.

MR. MONDROW:  Okay.  All right, thank you.  So let's get to the point of this exemption, if we could, and I would like to take you to the notices for these amendments, which is at tab 3 of Exhibit K1.1, and I would like to go to the September 11th notice.  I'm sorry, these pages aren't consecutively numbered.  I will just have to ask you to leaf through until you find that.

And specifically page 13 of that notice, which, in this reproduction, doesn't have a page number, but the overleaf is page 12, and it is under the "coming into force" heading.

And I just want to cover this wording with you a bit, but I want to start actually not with the timing restriction, but with the paragraph that precedes that, which is the second-last paragraph on page 13, in which the Board gives the rationale for the timing directive or interpretive direction that it gave in the notice.  And the Board wrote as follows:
"The Board does not believe that generation projects that commence the connection process prior to the date of coming into force of the proposed new connection cost responsibility rules should be subject to those rules.  Such projects were developed and proceeded with the connection process on the basis of the current cost responsibility rules, and those rules and the resultant costs would have been factored into the project economics."


And, Mr. D'Arcey, I gather you would agree with me, given your testimony about how these costs have come to your -- potential costs have come to your attention and when, that the generators that are in issue here, that you brought in issue here, would not have factored in the resultant costs to their project economics?

MR. D'ARCEY:  That's correct.

MR. MONDROW:  And could not have, because they weren't identified by you or anybody else, to your knowledge?

MR. D'ARCEY:  Through the evolution of this, this is information that has come to us over time, in some cases after the generators have connected.  And, therefore, neither ourselves nor the generators knew of the issue at the time.

MR. MONDROW:  And you are still working out precisely what those costs will be, in fact?

MR. D'ARCEY:  We're working through the -- as I mentioned before, these are complex situations with a number of variables, and so we are working through those to determine what the most cost-effective solution is to these problems.

MR. MONDROW:  So I understand you have a working group involving generators on one or more of these issues that commenced in the spring and reported, I think, late in the summer or end of the summer.  Is that familiar to you?

MS. SABOUBA:  That is correct.  We did have a technical working group to discuss feeder distance limitation.

MR. MONDROW:  And the discussions with that working group are ongoing, still; that is, while the report has been issued, there has been some subsequent questions about the report and the resulting costs, and so on, that you are trying to work through.  Is that fair?

MS. SABOUBA:  What I am aware of is that a report has been issued.  I couldn't speak to any costs associated with that group.

MR. MONDROW:  No, I am not talking about costs associated with the group.  I am talking about whether the working group -- the report was about the fixes required and presumably the costs of those fixes.

And it is my understanding that you are still discussing those fixes and whether they're the appropriate fixes with the working group?

MS. SABOUBA:  The working group was not set up to discuss these particular projects.  It was set up to discuss the FIT projects that would encounter feeder distance limitation.

MR. MONDROW:  It was set up to discuss the same problems, but different group of projects?

MS. SABOUBA:  That is correct.  And as a result, for those FIT projects, yes, we are still discussing solutions with those generators.

MR. MONDROW:  Okay.  And none of the money for these fixes has yet been spent?

MR. D'ARCEY:  For which?

MR. MONDROW:  For any of them.  For any of the fixes that are the subject of this application, none of that money has been spent?

MS. SABOUBA:  No.  Actually, some of the money has been spent --


MR. MONDROW:  What's been spent?

MS. SABOUBA:  -- for some of the fixes.  Well, actually, what I should say is some of the money has been approved for spending on -- I think a total of about $5 million.

MR. MONDROW:  Approved by whom?

MS. SABOUBA:  Well, internally.

MR. MONDROW:  Internally.

MS. SABOUBA:  The reason for that is because we know some customers will be impacted, and we needed to take steps in order to mitigate that and also to avoid harming the generator by either not connecting them, or delaying their in-service date.

MR. MONDROW:  Okay.  And which of those three -- which of the three problem areas did that spend address?

MS. SABOUBA:  The $5 million was distributed across all three areas.

MR. MONDROW:  All right.  But for the rest of the costs, you are still trying to figure out exactly what they're going to be?

MS. SABOUBA:  That's correct.

MR. MONDROW:  And just, you know, in fairness to you, to complete the record, the Board goes on in this notice, based on that rationale that I read to you that we've talked about a little bit, to put in place an interpretive rule, I would characterize it as, which uses the application date as the date for determining whether the new rules or the old rules apply.  And that indeed is the reason that you are here, is you are concerned about the effect of that application date on these projects; right?

MS. SABOUBA:  It is true that it is the application date which prevents these projects from gaining any cost allocation benefits, and these are costs that were identified after they had committed to their projects.  They're not in a position where they can move their project to a different location, and they're actually not in a position where they can change much about their project.  So, yes, you're right, that is the reason that we brought this forth.

MR. MONDROW:  Okay.  I think you confirmed this earlier, Mr. D'Arcey.  The projects that have been identified, the numbers for which you gave us earlier - the 22 for the distance limitations, the 38 now down to nine for the over-voltage, Delta-Y transformer issue and the 31 for the reverse flow issue - those are both RESOP-contracted projects and RESOP projects reconstituted under the FIT process?

MR. D'ARCEY:  Yes.

MR. MONDROW:  There are projects in each category in that group; right?

MR. D'ARCEY:  Yes, there is.

MR. MONDROW:  And can you just elaborate for us what that -- I used the word "reconstituted" -- what happened there, why those -- what happened with those projects, how they got from RESOP to FIT?

MR. D'ARCEY:  Well, a proponent would then rescind their CIA under the current regulations, and then reapply under the FIT program.

MR. MONDROW:  Then get a new capacity allocation as at the time of their reapplication?

MR. D'ARCEY:  Yes.

MR. MONDROW:  And that was a condition of qualifying under the FIT program?

MR. D'ARCEY:  Yes.

MS. SABOUBA:  Yes.

MR. MONDROW:  Okay.  But, in any event, all of those projects had CIAs and were in the advanced project planning stage based on -- without having any awareness of these costs that are now being brought forward?

MR. D'ARCEY:  That is correct.

MR. MONDROW:  That's the problem.  Are there other projects that you haven't included in your list that would be in that category, that would have planned their projects and relied on connection impact assessments and other information prior to these types of costs being identified, that would be excluded from cost recovery, or have you intended to capture them all?

MS. SABOUBA:  I missed the earlier part of your statement.

MR. MONDROW:  Sorry, it was a bit rambling.  Do you think the projects you have identified captures all of the projects that are facing these transitional costs that they wouldn't have known about when they substantially completed their planning?

MS. SABOUBA:  Yes, I do, to the best of our knowledge.

MR. MONDROW:  That is your intention?

MR. D'ARCEY:  Yes.

MR. MONDROW:  Yes, that's your intention?

MR. D'ARCEY:  Yes.

MS. SABOUBA:  Can we just go back, though, to how RESOP projects ended up becoming FIT projects?

One category is that a project that had a RESOP contract could rescind that contract, rescind their connection impact assessment, and then reapply for a FIT contract and then subsequently reapply for a connection impact assessment.  That is one category.

A second category is that a RESOP -- a project holding a RESOP contract could upgrade to a FIT contract, if they met certain requirements.

So both of those could have happened.

MR. MONDROW:  Okay.  The projects you have identified, have any of them executed connection cost recovery agreements?

MS. SABOUBA:  For this -- for the projects that we have identified in the three categories --


MR. MONDROW:  Yes.

MS. SABOUBA:  -- here, no, they have not.

MR. MONDROW:  None of them have? 

MS. SABOUBA:  No -- oh, sorry.  No, no, I'm sorry.  Yes, they have. 

MR. MONDROW:  Have they all executed connection cost agreements? 

MS. SABOUBA:  Actually, I believe that they would all have executed connection cost agreements, yes, or connection cost recovery agreements.

MR. MONDROW:  Okay.  I would like to go to, just for reference, the response to Staff Interrogatory No. 2, which is Exhibit I, tab 1, schedule 1 -- sorry, schedule 2. 

And this is where you say that if you don't get relief along the lines that you are requesting in this application, unfortunately from your perspective, pursuant to, and you quote current rules, the generators would have to pay these tens of millions of dollars worth of costs.

And I want to talk to you about that for a couple of minutes, unsurprisingly. 

I would have thought that the CCRAs that have been executed for all of these projects set the costs payable by the generators, and I am curious about the mechanism under which, in your view, those agreements would be reopened. 

MR. D'ARCEY:  Do you want to talk to that? 

I think the -- yeah, I am not sure whether or not we can reopen the CCRAs.  I think that we have committed to the generators, and costs associated with that were the costs to the best of our knowledge at that point in time. 

I think the issue or the challenge that is presented is more to the Distribution Service Code which says that if they are affecting, negatively affecting other customers on the system, that they could be disconnected.

MR. MONDROW:  Can you point me to the provision in particular that -- you referred in your response to current rules.  So I am really trying to find out what you think the current rules are that lead to this result.

MR. D'ARCEY:  Okay.  If you look under the Distribution System Code, and I am looking at 6.2.29, which -- it states:

“A distributor may require that the equipment deemed compliant under the Section 6.2.28 be brought into actual compliance with the technical requirements of the code within a specified reasonable time period."

And then it goes on to talk about the material deterioration of the system, also the material negative impact and the quality of power of an existing or new customer, and then in C, the material increase in generator capacity outside of the equipment would be deemed -- where the equipment is deemed compliant located.

MR. MONDROW:  That refers back to 6.2.28, as you pointed out, which talks about equipment ordered before May 1st, 2002, and deemed in compliance pursuant to 6.2.28.

How does that relate to this?

MR. D'ARCEY:  For connected customers.  Connected generators today, yes. 

MR. MONDROW:  Sorry.  So you think 6.2.29 and 6.2.28 would -- they're the current rules that you referred to in your interrogatory response? 

[Witness panel confers.]

MR. D'ARCEY:  Again, I think if you look at the technical requirements and specifically 6.2.25 and 6.2.26, and again, those would be -- deal specifically with generators who are connected into the system currently.

MR. MONDROW:  So 6.2.26 says that despite section 6.2.1 -- which I think fixes the distributor with responsibility for maintaining safe operation and so on -- 6.2.26 says:

“If damage to the distribution system or increased operating costs result from the connection of a generation facility other than a micro-embedded generation facility, the distributor shall be reimbursed for these costs by the generator."

So are you saying that, absent relief in this application, these millions, tens of millions of dollars would be -- would qualify for pushing -- would be pushed back on to the generator, pursuant to 6.2.26?

MR. ENGELBERG:  Madam Chair, I was willing to let a couple of these questions go, because I thought the questions from Mr. Mondrow were going to be limited to simply what activities Hydro One would undertake if this application were unsuccessful, insofar as its contractual relationships with the generators who are the subject matter of the application.

But I think the area that we have gone into now is the area of requesting a legal opinion from these witnesses as to which sections Hydro One relies on and interprets in a way that would allow Hydro One to seek contribution from the generators for these expenditures and investments that were unknown at the time.

I am sure that that will be the topic in some future proceeding, perhaps in a court of law, as to what actions will be taken on these contracts, and whether the provisions of the code allow or elicit any interpretation of the contracts that have been entered into.

But I don't think these witnesses are qualified to give an opinion as to what grounds Hydro One would rely on, either in law or in a matter of the Distribution System Code in order to pursue the generators for these costs.

And frankly, I would submit that that issue is not the subject or within the scope of this proceeding. 

MR. MONDROW:  Madam Chair, while you are deliberating -- and perhaps I can assist -- I am sensitive to my friend's comments, and that's fine.

There is a reference, and I may not have it in this response, but there is a reference that Hydro One is relying on current rules, which would push these costs on to generators.  I raise the issue about, well, they have connection agreements which specify the costs.

I am really just interested in knowing which rules Hydro One relies on.  If the witnesses can't answer, I am happy to have Mr. Engelberg answer now or subsequently.

But I think we need to know that in order to fashion our submissions on the consequences of these.

So it is no more nefarious than that.

MR. ENGELBERG:  I can give a simple, short answer, from the legal standpoint.

And that is, as was made clear by the witnesses in the panel this morning, it is the magic date of October 21st, 2009 that changed the landscape, and that generators who made their application after that date, the code made it clear that these types of costs were costs which the distributor would need to pay.

And that these generators, who are the subject matter of this application, were left out of that because of unforeseen circumstances that were not put in the scope of the problems at the time they made their application. 

That is the reason why Hydro One is seeking an exemption for those particular projects. 

One of the witnesses also answered earlier that if these generation projects had applied after that date, that the Distribution System Code was clear that they would not have to pay these costs, and that it would be the distributor that would be paying this.  And it would go up the line to the provincial ratepayers, as Mr. Mondrow pointed out.

It is for that reason that Hydro has answered that it would pursue the generators, because, by virtue of not being included in the benefits of that October 21st, 2009 exemption, the Distribution System Code says that these generators have to pay the costs, and that's why Hydro One is seeking the exemption today on grounds of fairness, because the problems that created those additional costs were unknown at the time.

[Board Panel confers]

MS. HARE:  We are inclined not to pursue this line of questioning with this panel, but we would like you to address the issue in argument, particularly since the response to Interrogatory Staff No. 2, you have indicated that Hydro One will have no option but to charge the generators in full.

There was also a discussion about connection cost recovery agreements, and so there is a little bit of confusion as to what that means, in terms of who would pay, if you are not granted the relief that you are asking for.

So I don't think it is appropriate for this panel, but if you would do that in your argument, that would be appreciated.


MR. ENGELBERG:  We will be glad so.  Thank you, Madam Chair.

MR. MONDROW:  Thank you, Madam Chair.

One final little area I would like to just get your intentions on.  Going forward, how will these -- so you referred to the generator working group for projects -- not these projects, but projects that have yet to go through or in the process of going through this process and will incur these sorts of costs.

Going forward, how will these costs be treated?  Will they be brought forward for approval -- future costs, will they be brought forward for approval by the Board, and, therefore, become a distributor responsibility?

MR. D'ARCEY:  I should address part of that.  But I think in principle, I think the rules are defined, I mean, as of October 21st, 2009, and so now everyone, now knowing what those requirements are, can look at the options.  And there are a host of different options available to the generators, too, as well, on how to mitigate against those scenarios going forward.

So I think everybody comes to the table with a fair and equal knowledge of what the rules are going forward.

MS. SABOUBA:  I have nothing to add.

MR. MONDROW:  Okay.  Well, thank you for that.  I am not sure that really answered my question, so let me put a proposition or two to you.

It seems to me there are two ways these costs for future projects can be recovered.  One way is to have them approved by the Board under the DSC cost-sharing provisions and become distributor responsibility and be socialized.  That is what you are asking for in respect to the costs before us, and that could also be the route going forward.  That is one option; right?

MR. D'ARCEY:  I think I have already commented on this.  I think that what we're saying is that prior to October of 2009, the rules were different.  Not all of the information was available to the generators and to the utilities, and it was a work in progress.

Today, it is a different scenario, and I think the rules are fairly clearly articulated to everyone and I think that we have the basis on how everyone will work together to look at future proponents.

MR. MONDROW:  Let me come at this another way.

The feed-in tariff and indeed the RESOP prices were, as I understand it, set with reference to the OPA's view of what the costs of the generator would be to build, commission, connect, bring into service the facility, and then provide a return.

MR. D'ARCEY:  Hmm-hmm.

MR. MONDROW:  Is that your understanding, as well?

MR. D'ARCEY:  I believe that, yes, that's the basis of the feed-in tariff program, yes.

MR. MONDROW:  Right.  So to the extent that there are costs for connection contemplated at the time those prices are set, those costs would be factored into the revenues under the contract that the generator gets?

MR. D'ARCEY:  I think you are delving into a realm which the OPA has accountability.

MR. MONDROW:  True.  So you are not prepared to provide me with your understanding of that?  That's a no?

MR. D'ARCEY:  No, no.

MR. MONDROW:  That's okay.  You can say no.  All right, I think we will have to leave that for argument.

Thank you, Madam Chair.  I appreciate your patience, and yours, as well, gentlemen and ladies.  Thank you very much.

MS. HARE:  Mr. Harbell.

MR. HARBELL:  I think we are going to --


MS. HARE:  To Ms. Sebalj?

MR. HARBELL:  Ms. Sebalj.  Thank you, Madam Chair.

MS. SEBALJ:  I believe I am.  Perfect.
Cross-Examination by Ms. Sebalj:

MS. SEBALJ:  I have a couple of follow-up questions now.  I am really loud.  I can hear myself.  A couple of follow-up questions from what Mr. Mondrow was asking you, panel.

One I believe is in the way of a clarification.  At -- and this is when he asked you about the costs associated with each of the three types of issues that you have run into, and specifically on the distance limitation issue.

I believe, Mr. D'Arcey, you said it was the 42 million that is at Exhibit B, tab 1, schedule 2, page 6 of 6.  So that is table 2 on that page.

MR. D'ARCEY:  Yes.

MS. SEBALJ:  And our understanding, Board Staff's understanding, is that that was -- the first part of that, projects with near term in-service dates, that amount, that $2 million amount, was changed by way of an interrogatory response you provided to Board Staff, Board Staff IR No. 7.

Sorry, for the record, it is Exhibit I, tab 1, schedule 7, which is Board Staff IR number 7, and on page 1 of 3 -- sorry, not page 1 of 3.  Yes, page 1 of 3, sorry.

Under the response sub (i) it says:
"Please note that the estimated cost of the mitigation measures has increased from the figures originally provided..."


So I just want to correct for the record that -- and, in fact, I was going to ask you this when I got to this part of my examination, in any event.  I am assuming that $42 million should be changed to reflect that changed response in the Board Staff IR?

[Witness panel confers]


MR. D'ARCEY:  With respect to your comments, I believe that what we have identified is that in the near term components of it, we had originally thought it could be in the neighbourhood of about half-a million dollars.  That now, upon further analysis, is up to about 2-1/2 million dollars.

The other projects which are in the two other categories, the variability on that is still fairly high, and we couldn't, with any confidence, say that there was any further reduction to that ballpark

Again, this is a ballpark worst-case scenario of that $42 million.

MS. SEBALJ:  Sorry, I remain confused.  The table that is attached to Interrogatory No. 7, which is at page 2 of 3 of that interrogatory, is entitled "Projects With Near Term In-Service Dates".  And if I add up the far right-hand column, I get a number somewhere around $5 million.

MS. SABOUBA:  So I agree we've shown -- in that interrogatory response, we've shown a revised cost, because one of the projects is going to incur much larger expenses in order to correct feeder distance limitation.

What Myles D'Arcey was saying, however, is that if you look at the other two categories of projects with feeder distance limitation issues, that first one is projects with later in-service dates.  The second one is the less problematic projects. 

The dollar figures we have provided of 23 million and 17 million are there in order to give you an idea of what would be the worst-case figure, and also the ballpark figure.  Like, it is to give you an idea of the magnitude of what the numbers could be, what would be the worst case. 

So if you were to ask me, you know, should that $42 million increase, I don't know if I could really answer that, because I think the $42 million itself is -- it is not precise enough.

I could say that the $2 million that we have given for the projects with near-term in-service dates would increase, because of that one particular project now having additional costs, in order to correct feeder distance limitation.  Does this help? 

MS. SEBALJ:  Fair enough.  So the row in that table 2, at Exhibit B, tab 1, schedule 2, has changed to somewhere around $5 million, and that number has become more accurate, as is reflected in Board Staff IR No. 7; is that correct?

MR. D'ARCEY:  That would be correct, yes.

MS. SEBALJ:  Okay.  The other two remain a bit pie-in-the-sky, and so you are not willing to increase the overall number to reflect that?

MR. D'ARCEY:  Until we do further assessment, yes. 

MS. SEBALJ:  Fair enough.  Another question in the same area.  For dual winding, Mr. D'Arcey, you mentioned -- and I may have missed this -- but you mentioned that there are nine transformers at five stations and that you are estimating at this point a worst-case scenario, I believe, of $5 million per transformer; is that correct?

MR. D'ARCEY:  That's correct.  If we had to change the transformers out, yes.

MS. SEBALJ:  And is that including the Modeland, Windsor Malden 1.5 million?  Or do we add that 1.5 million on to the nine times five?

MR. D'ARCEY:  Yes.  That 1.5 would be an addition to the nine, yes. 

MS. SEBALJ:  Thank you.  My first area of examination is to do with the relief sought in this application. 

There has been a lot of discussion about this today, and I am going to attempt not to confuse matters further, but from Board Staff's perspective, we are not clear from the application itself and now certainly after today, what exactly it is that Hydro One is asking for in this application.

And I will ask a few specific questions, but I think at the end of the day, what I am going to ask for -- if the Panel will allow it -- is for a revised, perhaps, statement of the relief sought, based on -- the panel has at least once today indicated that there is one section of the relief sought under the timing issue, which was the first issue Mr. Mondrow canvassed, that should not have been included.

And I am going to go through a couple of more just to clarify for my own purposes.  But I think in order to argue, we need to have a better idea of what is exactly being sought in this application. 

MR. ENGELBERG:  Let me give a short answer here.

I honestly didn't anticipate and I don't think anyone at Hydro One anticipated that there would be confusion as to the relief sought by Hydro One, other than the one area pointed out this morning where we changed it. 

My submission at the end of the day today, when we talk about further steps -- maybe this is a good time to talk about it -- my submission was going to be that at the end of this hearing, that what the parties go away and do is written argument, rather than oral argument.

Normally, I prefer oral, because I am lazy and it is easier for lawyers to do oral argument, I think.  But given the questions that have been asked in cross-examination, it might be better, in Hydro One's submission, if we did written argument, and that in Hydro One's written argument -- which would presumably go first, and which we could do fairly soon after the end of this particular oral phase -- would be to attach as an exhibit a short prayer for relief -- to use Mr. Mondrow's words -- that would clarify for everyone what it is that we are asking for.

And then the argument would justify that. 

MS. HARE:  Well, we are not going to have argument today in any event.

MR. ENGELBERG:  I understand.

MR. HARE:  So whether it is oral or written, I think the request of Board Staff is a reasonable one, to restate -- whether, again, you do it orally or in 
writing -- the relief that you are asking for.

MR. ENGELBERG:  That would be fine. 

MS. SEBALJ:  And I will just ask a few questions, so that you understand where I am coming from.  And it may be that I am just a little slow.

But it is very clear on the first page of the application, the five heads -- I believe there are five -- if I can actually find them. 

Right.  So Exhibit A, tab 1, schedule 2, page 1 of 3, and number 2, which starts at line 17, there are the five, A through E, some of which may have changed as a result of Mr. Mondrow's cross-examination. 

But then at Exhibit B, tab 1, schedule 1, page 2, at the bottom of that page, it is entitled:  "Hydro One's proposal."

But effectively you are asking for the Board's approval to reclassify the investments, those being the investments -- the costs that we have been talking about to resolve these problems, as investments under section 791 of the OEB Act.  And deeming the investments as distribution expansion investments for renewable energy generation.

I wasn't sure whether that is subsumed under one of the prayers for relief, or whether those are separate asks of the Board that you are specifically asking this Panel to approve.

MR. ENGELBERG:  They are separate asks insofar as they're not clear from specific items in the prayer for relief.  They are a way to accomplish the requests in the prayer for relief.

MS. SEBALJ:  And then at page -- also at page 3, there are a couple of other heads there.

I believe that those were covered elsewhere, because the first one is an exemption from the Board's –- sorry, this is under approvals requested on page 3.

I believe that these are reiterations of things that have already been asked for in the application; am I correct?

MR. ENGELBERG:  I believe that is fair. 

MS. SEBALJ:  Okay.  And then there was at least one more.  Oh, yes.  Earlier in that page at line 5, it says:

“Hydro One requests that the Board consider Hydro One's Green Energy Plan to now be amended to include these investments that are detailed at..."

I am assuming that either this is a separate ask, again, or it is a way to accomplish -- I am not sure which one it is, but suffice it to say that those are the areas where I was confused in the prayer for relief.

So if that can be clarified in your argument, that would be great.

MR. ENGELBERG:  Thank you.  We will be glad to do that.

MS. SEBALJ:  So now to get to the actual technical problems, by way of sort of general questions at the beginning -- and Mr. Mondrow took you here as well -- but at Exhibit B, tab 1, schedule 1, page 2 -- and you don't necessarily have to turn it up, but this is the part -- this is the piece where Hydro One says that it would not be fair to request additional funding from these generators in order to resolve technical issues which could not be foreseen and became apparent only at a much later date. 

And I think we now have on the record that you do have either connection cost recovery agreements or connection cost agreements with each of the generators for which you are seeking some kind of cost relief in this application.

So I am wondering, and this is a legal question and I may get my hand slapped for asking it, but is Hydro One contractually able to push these costs back on to the generators?

MR. ENGELBERG:  Hydro One's position is that Hydro One is contractually able to do that, but we are well aware that the generators will not agree with that view.

So I don't know what else I can tell you about that.

MS. SEBALJ:  I guess Board Staff would be interested to see -- for the Panel's purpose and for the record's purpose, to see the parts of the contract that Hydro One thinks allow for that to happen.

So, in other words, we're not interested in who the contracts are with or any of the privacy concerns that you may have, but is it possible to see a clause in a contract that has -- can be interpreted in such a way that the generator would ultimately bear these costs?

MR. ENGELBERG:  Well, what I agreed to a few minutes ago with the Chair was that in Hydro One's argument, we would set out all of the grounds that Hydro One has to do that, whether they be in the contract or elsewhere, Hydro One's legal grounds for saying that Hydro One would be entitled to look to the generators.

MS. SPOEL:  Mr. Engelberg, if you are going to address that in argument, if you are intending to rely on the terms of the contracts, I assume that you will provide the relevant excerpts of those contracts so that other parties can address the issue, as well, and the Board can make a view of whether -- of what we think of the matter?

MR. ENGELBERG:  Absolutely.  All my answer a moment ago was intended to do was to say that the arguments may not be limited to particular clauses in the contracts.

MS. SPOEL:  Fine.  Right.  Thank you.

MS. SEBALJ:  And I guess for my own selfish purposes, we are going to do this in stages so that Board Staff will have the benefits of seeing those arguments before we have to make our arguments.

MS. HARE:  At the risk of prolonging this, because I am interested in this, some of these projects, particularly the distance limited ones, are indicated that they have been connected.  So I don't know how long ago they have been connected, but there are ten projects here that are listed in table 1 in Exhibit B, tab 1, schedule 2.

Is there a time limit that you can go back to the generator?  I am not asking for an answer now, but in your argument I would be interested whether or not there is a time limit to which you can go back to the generator that is already connected and ask for additional costs.

MR. ENGELBERG:  Thank you.

MS. HARE:  Have we completely derailed your cross?

MS. SEBALJ:  No, no.  I'm okay.  Mr. Engelberg and I are in a bit of a back and forth rather than actually examining the witness panel.

I have a bit of a hypothetical question, and that is I am guessing that this isn't the first time that Hydro One runs into a situation where it signs a CCA or a CCRA with a generator, and then there are unforeseen costs.

What, in a pre October 21st, 2009 world, did Hydro One do in those circumstances?

MR. D'ARCEY:  I would categorize it -- well, let me start off with I think that the issue specific to generators, and specifically on the distribution system, have been unique.

And so through the course of looking at what the requirements are for connection, as outlined as best they were in those earlier days, we went ahead and developed a CCRA and what were the connection costs going forward.

I think what we're saying in through here is that many of these things evolve, and we became more knowledgeable about the impacts to the system after the fact.  And so, you know, we didn't go back to the generators for recovery on these issues.

We tried to mitigate the -- which was now power quality issues on the system, through the normal course of business, and which we do all the time.  Various different variables come into play every day which impact upon the system.  Our accountability is to assess those, look at ways in which to mitigate those going forward.  And these are no different, in that, you know, they were unique because they were generator -- at least generator-initiated, and we looked at what are the possibilities to mitigate against those going forward.

We put in place some short-term fixes to try to help to ensure power quality for our load customers, too, on those feeders, so -- but not a -- go back to the CCRA to incur additional costs after it was already approved.

MS. SEBALJ:  I think my question was slightly more specific than that.  Can you say for certain -- forget this application for a moment, but if this occurred prior to there even being a mechanism to socialize costs, if Hydro One connects a generator, and then there are unforeseen costs that Hydro One incurs, does Hydro One -- is it dependent on the situation, or does Hydro One absorb those costs?

Does it go into your distribution rate application, or does the generator pay for them, assuming that the CCRA can't be reopened?

[Witness panel confers]

MR. D'ARCEY:  I think what you touched upon is the reason we are here.  Specifically, we haven't had this type of an issue before, and so, therefore, you know, we've put together a listing of things which are impacting upon the system now today, based on those earlier connection of generators, and that's why we're here.

MS. SEBALJ:  So it has never been the case that a CCA did not include all of the costs associated with connecting a generator -- sorry, a CCRA, because it would have been in the CCRA world?

MR. ENGELBERG:  Perhaps I can help here.  It is my understanding -- and there probably have been many different versions of CCRAs, but it is my understanding that what we're talking about is perhaps the difference between contractual clauses that allow for charging for work that was unknown at the time, but within the scope of the kind of work that Hydro One believed needed to be done and that the generator needed to be done, as opposed to a situation where what you have is factors that need to be addressed totally outside the anticipated scope of work that was anticipated at the time the parties discussed the original connection.

In other words, it is not just that the dollars increased, but they were being spent on things that were totally unanticipated.

MS. SEBALJ:  I think I understand that.

Sorry, you have to bear with me.  A lot of these have been asked.

So now specifically with respect to distance limitations, at Exhibit B, tab 1, schedule 2, page 1 of 6, line -- so this is schedule 2.  At line 28, it says that this problem was first identified in early 2009, and then on the next page it says:
"Subsequent monitoring has confirmed that the voltage fluctuations are a result of the connected generation."

I am wondering, when did this subsequent monitoring take place?

MS. SABOUBA:  Once we identified the problem in early 2009, we put on the monitoring at that time, and we've had the monitoring in place, on and off at times, for -- actually, ever since then.

We have put in meters that will record the monitoring continuously at times, and other times we have had portable monitoring.

MS. SEBALJ:  And is this monitoring -- of the 22 projects in your evidence -- I am trying to remember which part -– no, it is in the main evidence.

At Exhibit B, tab 1, schedule 2 is the table of the 22 projects, and of those, about half are connected.  And has that changed?  Are more of those projects now connected? 

MS. SABOUBA:  Yes.  We do have some more projects connected, but I would have to verify the actual in-service date for you.

MS. SEBALJ:  Sure.  Can you do that and update the table?

MR. D'ARCEY:  Yes.

MS. SEBALJ:  We will mark that as undertaking J1.3.

UNDERTAKING NO. J1.3:  to PROVIDE UPDATED TABLE WITH IN-SERVICE DATES OF PROJECTS NOW CONNECTED.

MS. SEBALJ:  And the reason that I went to that is I am just wondering is the monitoring on each of those feeders.  Is that how it works?

MS. SABOUBA:  Sometimes we do have monitoring on the feeder, but usually what it is is monitoring at the point of common coupling for the generator.

MS. SEBALJ:  The evidence also talks about damage to load customer equipment –- sorry, let me go back.

Is the cost for the monitoring reflected in the costs in this application?

[Witness panel confers.]

MS. SABOUBA:  I would say that yes, the costs of the monitoring is reflected. 

MS. SEBALJ:  Thank you.  And then I am also wondering about -- I assume that there are costs associated with damage to load customers' equipment, which you referred to a couple of times in the evidence.

And I obviously don't want to go into great detail, but are any of those costs reflected in this application? 

MS. SABOUBA:  No, they are not. 

MS. SEBALJ:  Sorry, these are all questions that have been asked and answered.

If the Board grants the relief that Hydro One is seeking in respect of the distance limitation issue, I am wondering exactly what Hydro One proposes to do.

You've said at Exhibit B, tab 1, schedule 2, page 6, that you are going to -- that the proposal is to create a variance account.  So of that 42-odd million, none of that has been spent; is that correct?

Or I suppose some of it has been spent if monitoring is included?

MS. SABOUBA:  $2 million will be spent. 

MS. SEBALJ:  Will be or has been? 

MS. SABOUBA:  Is in the process of being spent. 

MS. SEBALJ:  And that includes the monitoring that is ongoing?

MS. SABOUBA:  That's correct. 

MS. SEBALJ:  And so your intention would be to book that two million into the account, and then to continue to book moneys into the account as they're spent?  Or... what is your proposal for how the variance account would work?

MS. RUSSELL:  I think that is precisely how it would work.

MS. SEBALJ:  And can you tell me for the record what the proposal is, in terms of the disposition of that variance account?

Would that be done as part of a rate hearing? 

MS. RUSSELL:  Yes. 

MS. SEBALJ:  And in terms of -- if the Board wasn't to grant the relief, you have indicated that you would have no choice but to have the generators pay for it. 

I am assuming that there is -- my question is:  How would you attribute this to individual generators?  Is there a mechanism for Hydro One to do that?

It seems to be sort of a global problem that is shared by a number of different generators. 

MR. D'ARCEY:  It is.  I mean, you would have to apportion some part of the costs, then, to multiple generators. 

It could get even more complex as you add more microFIT and other generators into the mix too, as well, especially when you get into dual winding transformers. 

MS. SEBALJ:  So in your discussion at page 5 of 6 of the distance limitation portion of the evidence, which is Exhibit B, tab 1, schedule 2, that is where you break down the near-term, the longer-term and the lower probability problems.

So we've discussed the near-term and the fact that there is ongoing monitoring there, and monitoring seems to be happening for the longer-term, or is intended to happen for the longer-term, and the lower probability problems as well.

And monitoring, to my mind, is not necessarily always considered capital.  So I am wondering whether any of this -- on what basis Hydro One is asserting that this is a capital expense, it is appropriately an investment for the purposes of the new sections of the code. 

[Witness panel confers.] 

MR. D'ARCEY:  I believe it is more in anticipation of developing the specific business cases for the capital projects that would have to go forward.

MS. SEBALJ:  So is this not the kind of monitoring that would normally be characterized as monitoring for power system quality, and therefore a distribution expense? 

MR. D'ARCEY:  We do do power quality monitoring of the system on an ongoing basis.  This would be specific to these projects.

MS. SEBALJ:  But at the end of the day, it is monitoring for loads on your system as well?

MR. D'ARCEY:  It is monitoring for voltage on the system, at the common point of coupling. 

MS. SEBALJ:  So moving on to Delta-Y winding -- the things a lawyer can learn in reviewing these applications with a group of engineers surrounding her.

So it is now clear on the record that this has now been narrowed down to nine projects with six transformers in total, if I understand the evidence from today accurately; is that correct? 

MR. D'ARCEY:  So, nine generators and six projects, yes.

MS. SEBALJ:  And I am assuming from your previous answers that all of those projects have a CIA and a CCRA? 

MR. D'ARCEY:  For those that are connected?

[Witness panel confers.] 

MR. D'ARCEY:  Yes, we do. 

MS. SEBALJ:  "We do" meaning that you have a CCRA with each of the generators that is impacted by the Delta-Y, Y-Delta issue? 

MR. D'ARCEY:  That's correct, yes. 

MS. SEBALJ:  And obviously, because of the nature of this application, none of the costs associated with the change from Delta-Y to Y-Delta were reflected in the CCRA? 

MR. D'ARCEY:  That's correct, yes. 

MS. SEBALJ:  How many of the projects are connected? 

MR. D'ARCEY:  We would have to check that.  We know of at least four.

MS. SEBALJ:  Can you check for me and provide that by way of undertaking? 

MR. D'ARCEY:  We will. 

MS. SEBALJ:  I am up to four?  That is Undertaking J1.4.
UNDERTAKING NO. J1.4: TO ADVISE HOW MANY PROJECTS ARE CONNECTED. 

MS. SEBALJ:  Your evidence says that the standard change from Delta-Y to Y-Delta -- or Hydro One changed the standard from Delta-Y to Y-Delta in March of 2009.  Sorry.

MR. D'ARCEY:  I'm sorry, was that a question?

MS. SEBALJ:  It was.  Correct?

MR. D'ARCEY:  Yes.

MS. SEBALJ:  And how many of the nine -- I had 18 this in here, but we are now down to nine.  So how many of the nine had already purchased or committed to purchase Delta-Y transformers at that point?

My questions for the next few are going to go to this whole issue of:  It is hard to understand from the evidence how many committed to purchase, purchased, or had in their possession the former standard when this change occurred.

So how many are actually out of pocket, if you will, because of this change?

[Witness panel confers]

MR. D'ARCEY:  To the best of our knowledge, all nine had equipment orders.

MS. SEBALJ:  The evidence says that when -- that there are basically two options, the $250,000 option, which is where the generator -- or, sorry, where Hydro One installs the grounding transformer on the distribution system, and then the $360,000, which option which we have now heard is more like $500,000 option, which is when the generator itself installs the grounding transformer.

And I am wondering when the first and cheaper solution is not feasible.  You indicated in your evidence when it is not feasible, then the generator is going to be required to do it.

So what is the basis of that choice or that decision?

MS. SABOUBA:  I believe it depends on whether the retrofit can be put in place, and it involves having appropriate DC supply available, and it is generally not easily done.  It was a possibility, and I don't believe we could do that for any of the nine.

MS. SEBALJ:  In other words, all of the nine are going to have to --


MS. SABOUBA:  -- have a new grounding transformer.

MS. SEBALJ:  So it will be the generator that purchases the transformer and the generator installs the transformer for all nine projects?

MS. SABOUBA:  There would have to be a grounding transformer purchased and installed, yes.

MS. SEBALJ:  But it is the generator that is going to have to do that as opposed to Hydro One doing it?  You make the distinction in your evidence between Hydro One doing it -- it is Exhibit B, tab 1, schedule 3, page 3 of 3.  It says:
"Where generators have already procured the Delta-Y transformers and a grounding transformer is required, Hydro One is installing a grounding transformer on its distribution system. The cost for this retrofit is about $250,000.  Where it is infeasible to do so, Hydro One will make arrangements with the generators to install a Hydro One grounding transformer at the generator's site, at a greater cost, up to $360,000."


And we've now heard that that is up to $500,000.  I am just wondering, which of those -- of the nine, are all nine going with the latter option on Hydro One's direction?

[Witness panel confers]


MR. D'ARCEY:  I am going to try to clarify that, if I can.

MS. SEBALJ:  Sure.

MR. D'ARCEY:  So retrofit, being one option, okay, and then a grounding transformer, a separate grounding transformer, either at the customer location or at the Hydro One location.  Both.

MS. SEBALJ:  I see.  I misread that.  I'm sorry.

MR. D'ARCEY:  Sorry.

MS. SEBALJ:  So it is a retrofit that is the quarter of a million, and then the $500,000 is a transformer that may be at the generator's site or on Hydro One's system?

MR. D'ARCEY:  Correct, yes.

MS. SEBALJ:  Either way, it is a $500,000 option?

MR. D'ARCEY:  Approximately, yes.

MS. SEBALJ:  So have you identified for the nine projects which of those -- are any of them going to be able to be retrofitted?

MS. SABOUBA:  We won't be able to retrofit.  However, not all of the nine need a new grounding transformer, because some of them are on the same feeder.

MS. SEBALJ:  Right.

MS. SABOUBA:  So we believe that we should be able to put in one piece of equipment for multiple projects.

MS. SEBALJ:  All right.  Moving on to dual winding -- I am in your hands, Panel.  At any point you want to cut me off and take a break, I am more than happy to do that.

MS. HARE:  How much longer do you think you will be, Ms. Sebalj?

MS. SEBALJ:  I have probably got about 15 minutes on dual winding and 10 or so just as follow-up on the processing issues for large generators.

MS. HARE:  Okay, let's continue.

MS. SEBALJ:  Sure.

MS. HARE:  Yes.

MS. SEBALJ:  So on dual winding, we have the undertaking which is undertaking J1.2, which says that 31 generators are affected by this issue.

And at Exhibit B, tab 1, schedule 4, which is the schedule that deals with dual winding, you indicate that it is approximately 13 transformers that are at stations that are over-subscribed.

Now, you say approximately 13 transformers, and then you talk about the FIT program also impacting some of them.  So do you know -- do you now know how many transformers are impacted by this problem?

MR. D'ARCEY:  I believe we have provided some clarification on that.

MS. SEBALJ:  An IR?

MR. D'ARCEY:  In response, I think, to Mr. Mondrow.

MS. SEBALJ:  Oh, okay.

MR. D'ARCEY:  Okay.  And so it is nine transformers at five locations, I believe is what we stated.

MS. SEBALJ:  Oh, you did, thank you.  Sorry.

MR. D'ARCEY:  Yes.

MS. SEBALJ:  I can only keep so much of this in my head.  And does Hydro One own any of those nine transformers -- sorry, Hydro One distribution own any of those nine transformers?

MR. D'ARCEY:  No.  They're transmission.

MS. SEBALJ:  They're transmission.  And of the 31 projects that you have described, are they all RESOP projects?  I am assuming they're pre October 21, 2009 for purposes of this application, and, therefore, they probably are.

MR. D'ARCEY:  We would have to check, but I think I would go back to the testimony a little earlier where they could have applied under the RESOP upgrade, and then gone to FIT.

MS. SEBALJ:  Fair enough.

MS. HARE:  While you were taking that break --


MS. SEBALJ:  Apologies.

MS. HARE:  -- Ms. Sebalj, the Panel was actually wondering, do we need to go into that much detail per project?

MS. SEBALJ:  I was asking the same question of my advisors and they told me we didn't, so I am moving on.

MS. HARE:  The right answer.

[Laughter]

MS. SEBALJ:  When I read the evidence, it seemed to me the first time Hydro One became definitively aware of the issues relating to reverse power flows or imbalances was in 2009, and that is when you asked for information from a manufacturer; is that correct?

MR. D'ARCEY:  Yes, that's correct.

MS. SEBALJ:  And was there a reason that you made that enquiry of the manufacturer?  What triggered that enquiry?

MS. SABOUBA:  There was no specific reason, except the fact that there was a fair amount of generation that had applied on one of these transformers. 

MS. SEBALJ:  And what triggered you -- you then asked of the other two manufacturers for the same information.  I assume that was because you got an answer from the first manufacturer that you were worried about; is that correct? 

MS. SABOUBA:  That's correct. 

MS. SEBALJ:  Now, when I was preparing this, I was looking at the answer to Board Staff IR No. 9, which is Exhibit I, tab 1, schedule 9.

And on page 4 of 4 of that IR, there is a table with a number of transformers listed and then the estimated costs to address the issues. 

I am assuming that that is what has now changed, because now we have on the record a $5 million per transformer number to address this issue.

So can you just reconcile for me what this table is telling me versus the 5 million per transformer? 

MR. D'ARCEY:  I believe what we articulated is that the worst-case scenario, should the transformer have to be replaced, it would be $5 million.

The costs that are in the chart here indicate the cost to study the options further. 

MS. SEBALJ:  Okay.  Which brings me to the same question that I asked on a previous topic, and that is I am having a hard time with the concept that most of these numbers are manufacturer studies and installation of monitoring, which, to my mind, is saying operational costs as opposed to capital costs.

Can you explain to me how Hydro One is justifying this as a capital expenditure?

[Witness panel confers.]

MR. D'ARCEY:  I would go back to my earlier comments, that this is assessments and determination of future capital expenditures.

MS. SEBALJ:  And so is this approximately -- I think I did the math earlier, and it was somewhere around $700,000 in this table.  That is separate and apart from the 5 million per transformer, because the 5 million per transformer would just be swapping out the transformer in its entirety; is that correct? 

MR. D'ARCEY:  That's correct, yes. 

MS. SEBALJ:  And is the work at table -- at this table ongoing?  Has this all been started? 

MS. SABOUBA:  Some of this work has started. 

MS. SEBALJ:  Sorry.  You can't be more specific than that?

MS. SABOUBA:  Sorry.

MS. SEBALJ:  Sorry, I was waiting -- I thought you were looking and trying to give me a better answer. 

MS. SABOUBA:  Some of this work has started. 

MS. SEBALJ:  Okay.  Can you give me a dollar amount of how much of the work has been completed? 

MS. SABOUBA:  The work is not completed.  We are in the process of putting in the monitoring and the studies have been commissioned.  We don't have the final results yet.

MS. SEBALJ:  So all of the studies have been commissioned?

MS. SABOUBA:  I would have to check if every single one is commissioned. 

MS. SEBALJ:  And do you wait until the study results are back before you start the monitoring? 

MS. SABOUBA:  No, we do not. 

MS. SEBALJ:  All right.

On to the last topic, which is the processing issues for large-size generators, and I only have a few questions because Mr. Mondrow did a very thorough job on this, and they're mostly in the nature of follow-up. 

With respect to the notion that Hydro One is proposing to have a provisional capacity allocation occur, followed by a confirmation of that capacity allocation thereafter, is there a risk that the generator will lose its capacity allocation in the meantime? 

MS. SABOUBA:  There would be a risk if another generator applied.  Like, for example a smaller generator, which did not require the additional studies, if that -- if the capacity was not provisionally allocated to the large generator, then certainly a smaller-size generator could come along, and just by obtaining their connection impact assessment, they would have the capacity allocated to them. 

MS. SEBALJ:  Sorry.  I heard you say something in there.  I am not sure -- I'm saying -- are you saying there is a risk if you don't give them a provisional capacity allocation?  Is that...

MS. SABOUBA:  I'm saying there is a risk for the large generator.

MS. SEBALJ:  If the capacity is not provisionally allocated? 

MS. SABOUBA:  That's correct.

MS. SEBALJ:  But if it is provisionally allocated, then presumably no one can come in and take up that space, but what I am asking is:  In the time period between provisional allocation and confirmed allocation, can that particular generator lose its position?

In other words, I assume that that time -- or I know that that time period from your table is for the SIA and the CIA to be completed, the transmission CIA. 

If those results are not positive, does that generator then risk being kicked out of the queue?

MS. SABOUBA:  I think that if those results were to indicate that there is no way capacity could be available, then it would mean that there is no capacity at some level for that generator, and they would have to lose that provisional capacity allocation.

Or if that generator were to withdraw themselves, either their connection impact assessment or their system impact assessment, then I would expect that they would lose that provisional capacity allocation.

MS. SEBALJ:  I am going to take you now to this area of transmission cost estimates, which I know is a thorny one this morning.

And I am struggling, because I have a piece of information that is -- that was filed with the Board as part of the Transmission System code requirements, which is the transmission connection procedures for Hydro One.

And I would like, with the indulgence of the Panel and with my friend, Mr. Engelberg, to put this to the witness panel not for the purposes of cross-examining them on the document, obviously, because they are not the proper people to speak to this document.  But it contains a -- and this is an excerpt, it is a much larger document -- but it contains a table which has timelines for the connection process on the transmission side.

All I want to ask is whether you are familiar with these timelines, or whether these timelines are in your experience -- are consistent with your experience in getting transmission CIAs completed. 

MR. ENGELBERG:  That's fine, Ms. Sebalj. 

MS. SEBALJ:  I will show it to the Panel and then you can decide whether I can mark it as an exhibit. 

[Ms. Sebalj passes document to the Board Panel, 

counsel, and witness panel.]

MS. SEBALJ:  I think I am at K1.2 for exhibits.  This is the second exhibit.

EXHIBIT NO. K1.2:  DOCUMENT ENTITLED "TRANSMISSION CONNECTION PROCEDURES"

MS. SEBALJ:  So we will mark it as K 1.2.

It is entitled:  "Transmission connection procedures" and has the Hydro One logo on the front page.  It is a 53-page document.  For obvious reasons, we didn't print the whole document, but we do have the table of contents and can provide the entire document, if anyone wants to see it.

But the fifty-third and last page of this document has a section entitled "Timelines For Connection Process".  And by my reading, it is really the three -- phase 1, phase 2 and phase 3 that we would be interested in here, phase 1 connection application 14 calendar days, and the trigger for that is from the date of submitted customer application form; phase 2, the customer impact assessment, which is 90 calendar days, and that is from the date of the IESO issuing a draft system impact assessment; and phase 3 is the connection estimate, and I assume from that they mean cost estimate, but you can correct me if you have a better interpretation, and that has 45 calendar days.

I am not sure if the connection approval is part of this process, but, in either case, we are looking at roughly a four, four-and-a-half month process, and I am just wondering if that is consistent with your experience or whether you have any reason to suggest that they would deviate from that substantially for the projects that we're talking about here.

MR. D'ARCEY:  I think we would have to verify the context of this chart and the documentation.  I think -- and, again, barring us checking this to make sure, but I think the context of this is a load connection versus a generator connection.  I am not...

MS. SEBALJ:  That's a fair point.  I am not sure.  Mr. Mikhail, can you give me some insight?  I am told that we think that applies to any connection, but I am happy to provide the entire document so that we can all have a look at it and see whether this is appropriate guidance or not.

But if we assume -- I guess are you saying that it is completely inconsistent with the generator connection in your experience and, therefore, that is why you are thinking it is a load connection, or what leads you to say that this is a load connection?

MR. ENGELBERG:  I think, in fairness, what he is saying is that he really doesn't know.  He would be guessing.

MS. SEBALJ:  Okay, fair enough.

And I think this is my last question, and it has to do with the SIA and CIA, so phase 2 in Hydro One's evidence, which by regulation is a five-month process, 150-day process.  Does that process actually take 150 days, in Hydro One's experience?

MS. SABOUBA:  In the past, when SIAs were done for generators, they were done because the generator applied directly to the IESO and the regulation was not in place to insist on the 150 days.  So -- and since the regulation has come into effect, I haven't seen any SIAs for generators.

Like, we've only had the one application that we've been able to submit, and we haven't seen the SIA completed yet, because we only recently submitted that application.

So I am unable to give you any idea of the timelines.

MS. SEBALJ:  Fair enough.  That's all I have.  Thank you.

MS. HARE:  Thank you.  We will take our afternoon break now until 3:30, but I would like to get a time estimate.  Mr. Harbell, you will have some questions?

MR. HARBELL:  Yes, Madam Chair, I will have some questions, probably about 20 minutes' worth.

MS. HARE:  Okay.  Mr. MacIntosh, will you be cross-examining on behalf of Energy Probe?

MR. MACINTOSH:  I will not, Madam Chair.

MS. HARE:  Is there anybody else?

MR. ENGELBERG:  I have one or two questions in redirect, Madam Chair.

MS. HARE:  The Panel also has a few questions.  You might want to ask your questions after the Panel, then.

MR. ENGELBERG:  That's fine.  Thank you.

MS. HARE:  That's good.  Okay.  So we will break until 3:30.

--- Recess taken at 3:08 p.m.

--- On resuming at 3:34 p.m.

MS. HARE:  Mr. Harbell?

MR. HARBELL:  Thank you, Madam Chair.

As perhaps is clear to the Panel but just to put it on the record, the OPA's concern in this matter relates to the issue of the potential loss of capacity allocation.  So my questions are only on that issue, and we take no position concerning the matter of the costs as between the generators and Hydro One.

So there have been a number of questions already with respect to the matter of dealing with the deadlines here, and I just want to go back over a few things here.

Sometimes as the day progresses, things get a little bit more clarified and sometimes they don't, but let's try, shall we?
Cross-Examination by Mr. Harbell:


MR. HARBELL:  So first of all, if you could turn up in the evidence the diagrams 1 and 2, which are in Exhibit C, tab 1, schedule 1, page 5, to start off with.

And as it relates to diagram 1, let me just make sure that -- I think it is clear on the record that at the end of phase 1, when there has been a distribution CIA, so that 90-day period has been completed, at that point there is a capacity allocation that is granted to the generator; is that correct?

MR. D'ARCEY:  That's correct.

MR. HARBELL:  And that capacity allocation is then in place for the six months, which is the dotted line at the bottom of diagram 1?

MR. D'ARCEY:  Currently, that's correct.

MR. HARBELL:  Currently, right.  So what I am then trying to understand is when I turn to diagram 2, what the benefit is of introducing this new concept of a provisional capacity allocation into the system when Hydro One is proposing no deadlines.

So at the moment, the generator gets a capacity allocation at the end of three months.  Why, under an exemption, wouldn't the generator continue to get a capacity allocation after three months?

MS. SABOUBA:  I believe that what the benefit is, is that it allows the generator more time in order to assess both the costs of their distribution upgrades and their transmission upgrades to determine if they still have a business case for their project.

MR. HARBELL:  And maybe that is the part that I am being a bit dense on, but if your proposal is that there be no deadlines with respect to when any of this will be completed, or that the generator will have a chance to review it, then what's to be gained by introducing this new capacity, this new provisional capacity over just give the generator a capacity, three months after the process is started and the distribution CIA is complete?

MS. SABOUBA:  If we give the -- well, I think there is two things that go hand in hand.

When we give the generator the capacity with the connection impact assessment, currently that capacity allocation exists only for six months.  And I think this is what Hydro One is saying; in order to be fair to those generators, we have to give them a chance to be able to see their distribution scope of work and their transmission scope of work that arises from the SI -- the transmission scope of work that arises from the SIA and the associated costs, and that is not going to be achieved within just the six months of capacity allocation.

MR. HARBELL:  Right.  So I understand that.  As I understand it, that the one prayer of relief that I think we all agree you are looking for is that the six-month deadline will disappear; correct?

MR. D'ARCEY:  Correct.

MR. HARBELL:  Okay.  So once that disappears, help me as to why we also need to introduce the concept of a provisional capacity allocation.

Wouldn't your proposal to the Board be simpler if you simply stuck with a capacity allocation at the end of the distribution CIA?  And your proposal is it just runs forever after that.

MS. SABOUBA:  I think that why we proposed the provisional capacity allocation is because we don't know what the system impact assessment will reveal.

If it reveals that it is a minor upgrade or no upgrade is needed, then it is an easy case.

But if that study that were indicate that it is going to be very difficult to connect that project, then this is why we suggest a provisional capacity allocation, because the code does say that there has to be capacity at all levels, the distribution level, the transmission level, all levels of the transmission system, in fact.

So until that system impact assessment comes back and confirms that that project will be able to connect easily, I think you would have to have a provisional capacity allocation.

MR. HARBELL:  And perhaps this is where there's a little bit of a difference.  As I understand it, you're looking for this exemption as it applies to 12 projects only; correct?  The 12 that are listed in the IR response?

MR. D'ARCEY:  That's correct, yes.

MR. HARBELL:  Right.  And those projects are all FIT projects, as per your evidence?

MS. SABOUBA:  That's correct.

MR. HARBELL:  Right.  So they have all had at TATs and DATs that have been done on them upfront, right?

MS. SABOUBA:  That's correct.

MR. HARBELL:  So wouldn't that process of the TAT time process and the DAT process, together with the distribution SIA, have provided enough information to know whether this was a go or a no-go?

MS. SABOUBA:  No.  I don't believe it does.  I don't believe that the TAT sufficiently examines what is needed to connect that project.

The TAT is a simple examination of existing capacity.  It doesn't go into any detail about what kind of upgrades might be needed in order to connect that project.

The TAT is an extremely simple, high-level test, which is what it was intended to be all along.  I believe that's the way the OPA intended it.  That has always been my understanding.

However, the system impact assessment goes into much more detail, and it could determine that -- that in order to connect the project, some very complex or some very expensive upgrades could be needed, maybe upgrades that we could not even build.  Does that help?

MR. HARBELL:  I think so.  There may be those reading the transcript that will be quite concerned by the answer, but I think I understand what you are saying.

Let's, then, move on to diagram 2, if I may, and understand a little better the proposal.

Diagram 2 relates only to a distribution upgrade.  So it is a fairly simple upgrade that may be required; correct?

MS. SABOUBA:  That's correct.

MR. HARBELL:  And I think earlier today you said that Hydro One could live with a six-month time frame for that, in this circumstance?

MR. D'ARCEY:  That's correct.

MR. HARBELL:  Right.  And that six months is in addition to the five months that are in phase 2; is that -- Just to try to understand what your answer is, is that six months in total after the distribution CIA is granted in the provisional capacity allocation, or is it six months after the SIA?

MR. D'ARCEY:  Six months after the SIA.

MR. HARBELL:  All right.  You're in effect, then, seeking eleven months rather than the current six months, where just a distribution upgrade is required; is that fair?

MR. D'ARCEY:  That's correct.

MR. HARBELL:  Okay.  And that is shown by the dotted line at the bottom of diagram 2, where you add in the five months for phase 2, plus a full six months?

MS. RUSSELL:  Right.  If I may add something, the reason we put that in is that it simply recognizes what we believe that the distributor has, which is that phase-up at the end, phase 3, which is the one to four months or so to do that cost estimate.  That was at least our interpretation of -- I think it was 6.2.16 of the code.

MR. HARBELL:  Mm-hmm.

MS. RUSSELL:  And so again, if you add up all of that time, and if you just stuck with the six months as originally proposed, which would be immediately after the connection impact assessment was out, if the distributor did do a detailed cost estimate with the generator and it did end up taking a full three months period to do that, after that previous five months, you are still out of time, you see?

So that is the only issue there, and that is the reason for putting that six months on at that time.

MR. HARBELL:  Right.  And as I understand it, when you look at phase 3, while you anticipate that the distribution cost estimate will be one to four months, you are kind of adding a couple of more just for spare there to get up to six?

MS. RUSSELL:  Sorry, in phase 3?

MR. HARBELL:  In phase 3.

MS. RUSSELL:  Yes.  Sorry, diagram 2.

MR. HARBELL:  Right.  Diagram 2, phase 3.

MS. RUSSELL:  That's right.

MR. HARBELL:  What you understand to be the case it is one to four months?

MS. RUSSELL:  That's right.

MR. HARBELL:  You have kind of added a couple of more there to take it up to six months?

MS. RUSSELL:  Yes, that's right.

MR. HARBELL:  Would Hydro One be prepared to accept six months as a condition of this exemption that it shall be complete within six months?

MR. D'ARCEY:  Yes, yes.

MS. RUSSELL:  Yes.

MR. D'ARCEY:  Yes.

MR. HARBELL:  Yes, okay.  That is not something that is currently in your proposal, but you would be prepared to amend it to put that hard deadline in there?

MR. D'ARCEY:  For the distribution upgrades only.

MR. HARBELL:  Right.  Okay.  If we could turn then to diagram 3, and diagram 3, it is certainly clear on the basis of your evidence that it is a more complicated matter when there is both a transmission upgrade and a -- together with a distribution upgrade; correct?

MR. D'ARCEY:  Yes.

MR. HARBELL:  Right.  And as you are aware, the OPA through our IRs was looking to see if we could try to achieve a hard deadline with respect to this, and the IR response came back that Hydro One was not able to suggest one at this time; correct?

MR. D'ARCEY:  That's correct.

MR. HARBELL:  So we then went canvassing further to see if we could try to assist with respect to this matter in the event the Panel decides that it would be appropriate to put some form of a hard deadline on this, and went to a webinar document that was jointly put on by the Ontario Power Authority and Hydro One a little less than a year ago, November 20th, 2009.

And I have circulated that around, and some of you may recall that.  So this webinar --


MS. SEBALJ:  Should we give this an exhibit number?

MR. HARBELL:  We should give an excerpt of it -- it is a 70-page document that deals with five different issues, only one of which is relevant.  So we have handed up an extract of it to you, which we should give an exhibit number to.

MS. SEBALJ:  It is Exhibit K1.3.
EXHIBIT NO. K1.3: EXCERPT OF WEBINAR DOCUMENT PUT TOGETHER JOINTLY BY THE ONTARIO POWER AUTHORITY AND HYDRO ONE NOVEMBER 20TH, 2009.

MR. HARBELL:  And that document is system impact assessment and customer impact assessment, and the document that has been handed up to you - and I believe the panel has - is a Hydro One document; correct?

MR. D'ARCEY:  I believe so, yes.

MR. HARBELL:  Right.  It has the Hydro One insignia all over it.

And the document was -- this webinar was done about ten days before anybody who was interested in filing a FIT application had the opportunity to file it.  So it was a very broad audience that was listening to this webinar and this information.

So if we then turn to the exhibit -- and I just want to kind of quickly walk through it, because I understand that -- maybe you can help me, first of all.  Did any of the three of you work on this?

MS. SABOUBA:  I did not work on these particular slides, but I did participate in some of the other sections of that presentation.

MR. HARBELL:  Okay, that is helpful.  Thank you.  Okay.  So if we can just kind of quickly walk through it, because it is really the last page I am interested in.  But this is kind of a general review of what happens in an SIA and a transmission connection assessment.

If we could turn to the third page in, called "Connection Assessment Process", the word "complete" is bolded there a couple of times.  I am wondering if one of you can explain:  What is the importance of a complete application in initiating the 150-day time frame?

MS. SABOUBA:  I am going to speak from what I know about a complete application for connection impact assessments at Hydro One.

We consider it complete when the applicant has filled in all sections of the application form, when the applicant has signed the study agreement and sent that, as well, and also when the applicant has provided payment.

MR. HARBELL:  Right.  That's my understanding, as well.  And down at the bottom of it, my understanding, as well, is that if there is any material changes, that it may trigger the need to start the whole process over again?

MS. SABOUBA:  That is correct for the application process for the connection impact assessment.  I know that.

MR. HARBELL:  Okay.  And then if we turn over to the next page, it talks about the purpose of SIA and transmission customer impact assessments.

And the opening line talks about the:
"SIA assess impact on IESO controlled GRID and identifies mitigation measures.  It considers the impact on:  Transfer capabilities, fault (short circuit) levels, and protection systems."


And then just to help you, because you may not have seen the full document, over to the next page is a heading that says "Typical SIA Recommendations", and that is probably a list that you have some working familiarity with, but I will just give you a minute to have a look at it.

I just want to go back to our previous conversation.  How do any of these kind of fit into the category of where they may be a go or no go?  They seem to be a mitigation-type measure as opposed to a 'this project ought not to proceed'.

MS. SABOUBA:  I am not familiar -- that familiar with the system impact assessment recommendations, but I would suggest that if you needed a line upgrade, that would be very difficult to get.  That could make the project a no go.

Likewise, I think if you needed a special protection that was very extensive, I believe that could make a project quite difficult to implement.  I do have to say, though, I am not an expert in this area.  These are probably questions more appropriate to somebody at the IESO.

MR. HARBELL:  Right, okay.  I will take that under advisement, then, and go on to the last couple of pages.

Actually, we should probably just go to the last page, which is the "Typical timeline to connect to transmission from FIT contract", and the first couple of these I think we have talked about.  So we have the one month for the complete application, and then the required 150 days or five months for the SIA customer impact assessment.

So those are pretty clear, are they not, to the panel?

MR. D'ARCEY:  Yes.

MR. HARBELL:  Then the next set is a grouping that says the estimate agreement, the connection estimates, and the preparation of the connection cost recovery agreement.

So that would be basically the equivalent, as I understand it, of phase 3 of diagram 3 in your evidence.  Do you want to just have a quick look back at that to see if that question is fair?

MR. D'ARCEY:  Yes.  I believe that is fair, yes.

MR. HARBELL:  You believe that is fair.  And in this case, at least, publicly last November you were telling people that six to nine months was an appropriate time frame for what is the equivalent of phase 3 in diagram 3.  That's correct that that is at least what you were telling people then; right?

MR. D'ARCEY:  Yes.

MR. HARBELL:  And as I understand it, you have had one application since then.

Has there been any other experience, other than this one application, that would bring to bear that suggests that this time frame that was publicly stated last November isn't still a reasonable time frame?

MS. SABOUBA:  No.  I haven't seen any other applications, but I believe that when this information was presented, it was presented to give the generators an idea of what might be typical timelines.  But I don't believe it was presented to state that they would remain within these timelines or that they were guaranteeing these timelines.

MR. HARBELL:  Right.  No, I understand that.  But this is the timeline that you were suggesting to the generating community that Hydro One thought was appropriate, at least on the face of the document?

MS. SABOUBA:  It was to give them an idea of what to expect.

MR. HARBELL:  Right.

MS. SABOUBA:  Yes.

MR. HARBELL:  You have had one application since then, so I assume that you've got no basis for changing that general idea?

MS. SABOUBA:  Well, I have no basis to think that the general, typical timeline is going to change, but even for that one generator, I couldn't guarantee them that, you know, the six to nine months or even the nine to 12 would be maintained.

Like, this is to give the generator community an idea.  It is not like a guarantee, like we found for the 150 days for the SIAs or the 60 days for CIAs in the Regs.

MR. HARBELL:  If we take the 12 application that we are actually talking about here, do you have a sense of how many of them might even fit into the category in diagram 3 that are both going to be a distribution and a transmission upgrade?

MS. SABOUBA:  No, I'm sorry, I don't have an idea, because we don't do the SIAs at Hydro One.  So I am not -- from looking at the generator information that I have, I can't tell what kind of upgrades they would need, whether they're going to be none, minor or extensive.

MR. HARBELL:  Right.  In the event that we're dealing with a maximum of 12 applications, in any event, if the Board decided that some appropriate hard line -- and let's say we picked 14 months, being the five months for the SIA, together with a maximum nine months that is suggested here.  So let's just, for purposes of posing the question, assume that the Board may find it appropriate to put a 14-month hard deadline on, if that turned out to be difficult to meet for, say, one or two of these applications, would it be that onerous on Hydro One to come back to the Board and explain why the 14-month timeline that has been put in place as part of this order is going to be difficult to meet and to seek further relief?

MR. D'ARCEY:  That is a bit speculative on our part. 

MR. ENGELBERG:  I think, in general, nobody likes to go to the OEB and make an application when --


[Laughter.]

MR. ENGELBERG:  Let me finish the sentence. 

[Laughter.]

MR. ENGELBERG:  You don't like to set yourself up in your internal process for possible failure.  If you know that something may not be realistic, it is, I think, better in general, I would submit, to set a reasonable process to begin with, than make it tight and anticipate having to go from time to time.

MR. HARBELL:  You had some questions earlier this morning to the panel about some kind of a reporting that I think Mr. D'Arcey was dealing with, as far as perhaps quarterly reporting and some information out.

So if we're -- I think you would agree that you thought that would be appropriate.

Do you recall that line of questioning, Mr. D'Arcey? 

MR. D'ARCEY:  Yes, I do, yes.

MR. HARBELL:  Right.  So if we had some kind of quarterly reporting taking place here, then nobody would be caught by surprise if we started to get close to a deadline here and needed to engage in some kind of a process, would we?

MR. D'ARCEY:  I agree, yes. 

MR. HARBELL:  Okay.  And I think I just have one other clean-up matter, which is, if I can turn you to, on the interrogatory responses, schedule 11, page 3, which is a chart up at the top of the page.

And this one lists the two applications that you are currently aware of out of the 12.  One of them, the distributor is Thunder Bay Hydro, and the second one is Hydro One Distribution.

The Thunder Bay Hydro is obviously not going to be part of an exemption that would be granted to Hydro One, right?

MS. RUSSELL:  That's correct. 

MR. HARBELL:  So -- and are there any other distributors that might be in the same position as Hydro One, including Thunder Bay Hydro, that you are aware of, that might also need this kind of relief?

MS. RUSSELL:  There could be, but we don't know.  It was the...

[Witness panel confers.]

MS. RUSSELL:  I believe it was the IESO who gave us the Thunder Bay information, but that is all that they had had at this point.  But we, as a utility, we don't know the other distributors -- other distributors' projects.

MR. HARBELL:  Right.  That is a fair answer, thank you.  Just through to the Panel, I just wanted to raise with you that we're a little concerned that the relief, as it relates to Hydro One, may have application to more distributors.  I just want to sort of flag that issue for you, so it doesn't come up later in argument without having -- without it having been flagged.

And it's been a conversation that we have had with Board Staff about maybe potential notice issues here.

MS. HARE:  Okay.  Thank you. 

MR. HARBELL:  Those are my questions.  Thank you very much.

MS. HARE:  Thank you.

Ms. Spoel?
Questions by the Board:


MS. SPOEL:  I wanted to just ask about a couple of things.  There is a comment -- I think it was actually by Mr. Engelberg -- earlier.  Well, actually I shouldn't say that.  Maybe I should go back and check on the transcript. 

Yes.  That the scope of the work here was totally unanticipated –- well, the kinds of things that have come up here were completely outside the scope of the work that was the subject of the CCRAs, as opposed to a -- work being a bit more expensive, or something -- somewhat different.

I am just wondering and perhaps the panel could help me on this.  What is it about these projects -- are these completely new to Hydro One, that you had no reason to anticipate that you would have the sorts of issues, the three kinds of buckets of issues, if you will, that we have talked about today?  Is this a completely new thing in your experience to have to deal with this? 

MR. D'ARCEY:  From a Hydro One perspective, the number and the scope of these particular projects are unique to us, and it has created a number of technical challenges for us as we move forward.

I don't know, maybe Ayesha can comment on specifics.

MS. SABOUBA:  I will talk about the three categories. 

So with respect to feeder distance limitation, at the time that these projects applied and got their capacity allocation, we did not know that there was going to be this phenomenon of feeder distance limitation.

We have always understood the nature of our system, the fact that we have a lot of rural and lightly-loaded feeders, and we do know that, you know, generation will impact the feeder.

What we didn't understand was that complex relationship between the generator output, the intermittent nature of the resource and the generator output, and the technical characteristics of that feeder, and how that would cause such a -- voltage fluctuations on the feeder that it would impact the customer. 

And you know, people talk about voltage problems on the feeder.  There's many different kinds of voltage problems.

So like with the grounding transformers, overvoltage can occur.  But with feeder distance limitation, it is something specific to the resource, the fact that wind or solar on a cloudy day comes up and down, up and down, that generation output is increasing and decreasing rapidly, and that causes voltage fluctuation on the feeder.

That is something that Hydro One, you know, we didn't know.  And no one -– like, the generators wouldn't have known.  Any stakeholder I don't think would have known that that could happen. 

And we haven't seen other distribution systems which have the same characteristic as ours, which is that many rural feeders are lightly-loaded and yet connecting so much generation on their distribution system at the same time. 

So no, I don't think –- like, I would say yes, that was something quite new. 

The issue with the grounding transformers, when that came about early on, we had adopted a particular standard and we had asked the generators to follow that, and that was something that was acceptable in the industry at the time.

We know that others were using that same grounding standard.  In fact, there was actually no -- no preference in the industry for the standard, one way or the other.  And we did not discover the problems with that standard until we had connected generators, and then we could see that overvoltage was a problem, and then we realized we would have to change our standard. 

So that was not an identifiable problem until we could see what was actually happening on our system itself.

The transformers with the dual secondary winding, you know, the entire distribution system is built to carry generation from the transmission system down to the distribution system.  And it keeps going down, down, down, that system.

It was never built for power flowing in the reverse direction.  So up until this manufacturer said that they have dual windings, which means that they have two windings on the secondary side, up until they said that you couldn't have reverse flow in those two windings, we weren't aware that this would be a problem also for generation.  So that third category also is something entirely new.

I should mention that Hydro One is -- uses the transformers with the dual secondary windings, but I actually don't know if any other utility uses them.

So, you know, this is something that we've discovered as a result of having used these transformers.  Does that help?

MS. SPOEL:  Yes.  Thank you.  The other question I have is probably really for you to address in argument, Mr. Engelberg, but I am going to pose it as a question now.  I don't expect this panel necessarily to be able to answer it.

But I wonder, given the genesis of the Distribution System Code -- well, go the other way around.  The Distribution System Code definitions of what is considered to be eligible to be included in the socialized costs, if you like, feeds into a regulation, and the regulation feeds into the act.  So you start with the act, as Mr. Mondrow went through with the witness panel.

And I notice that the regulation was passed in September of 2009, and it is the regulation that says that it is the code that is going to say what -- the definition refers to the code.  I am wondering, as a legal matter, if we can actually, in effect, backdate, if we can -- you have asked us to sort of deem these two or to treat these investments as if they were made prior -- or if the applications were made prior to October 2009 for the purposes of the code, but it is not just for the purpose of the code.  It becomes for the purposes of regulation and the legislation.

I don't know the answer to the question, but I think it would be useful if that could be addressed in argument as to what are -- whether we in fact can do -- legally, can do what you are asking through a code amendment, given the regulation wasn't passed -- sorry, if this would be retroactive under -- "retroactive" is not the right word, but if we can do something sort of ex post facto with a regulation and legislation in place.

MR. ENGELBERG:  We were aware of that issue, Ms. Spoel, because of one of the interrogatories from Board Staff, and we will be addressing it in the argument.  Thank you.

MS. SPOEL:  Thank you.  That's all I have.

MS. HARE:  I have one question.  As I read your evidence, you knew about the distance limitation, and you did just walk us through this, but, as I read your evidence, you knew about that in early 2009.  The Delta-Y issue, you knew -- you changed the standard by October 2008, and the dual winding you indicate also 2009.

So my question is:  Why didn't you raise this - or maybe you did - in your last rate case?

MR. D'ARCEY:  If I can, we knew of the issue and as we went through and assessed and looked at the particular scenarios, because each one is unique and slightly different -- and I think as you can gather from our evidence here that we've submitted, the variables associated lend themselves to different types of solutions going forward.

And, thus, we have reduced some of the initial requirements, because we've said there are other things which we can do.  For example, on the grounding transformers, we could and have been have been able to mitigate against some of those by changing some of the protection settings associated.

So once a wholesome study of the options was made available, we looked at the different requirements.  So it is really now that we have done this assessment we recognized it was an issue, but what was the potential solution to the problem?  And now we have categorized these, that these are specific ones where we need to make some investments to offset the impacts.

MS. HARE:  But your estimates are still pretty vague.  I mean, if I add up the worst case, I come to something like $91 million, but you have sort of the low end and the high end, and I think that is why you suggested a variance account, which is appropriate if you don't know what the exact amount is.

So I am still left wondering why you didn't do that in the last rate case.

MS. SABOUBA:  We did not have the solutions in the last rate case.  Like, in early 2009, we began to get reports of problems from customers, because there were generators there, and later we discovered it is related to feeder distance limitation.

But it takes time to put -- it doesn't take much time to put power quality monitoring on, but then you need time to collect that monitoring data and analyze it, and then begin doing some studies and hypothesize about what it is that is causing the problem, and then a little bit of time to identify a solution and form an estimate about that solution.

So the statement is correct that we knew about feeder distance limitation -- well, we knew there was a problem in early 2009, but by the time we could define the problem and solutions, it was much later.

Likewise, with the grounding transformers, like, even today, we are trying to whittle it down as much as we can.

The transformers with dual secondary windings, the manufacturers haven't been as forthcoming as we would like with their information.  And I think very much we would like that if the monitoring is put in place and shows that there is actually little effect on the transformer, then that -- you know, it would be prudent for us not to replace the transformer, obviously.

So these are reasons why we didn't -- first of all, we couldn't include it in our distribution rate filing, and we still haven't been able to fully quantify all of the solutions, because we are hoping for the least cost solution.

MS. HARE:  Thank you.  Those are my questions.  Do you have redirect, Mr. Engelberg?
Re-Examination by Mr. Engelberg:

MR. ENGELBERG:  Yes, I do, Madam Chair, just one question, I think.  It is directed to Ms. Sabouba, because I think she gave the answer earlier today, but perhaps Mr. D'Arcey could help, as well.

You were asked a question by Mr. Mondrow regarding the earliest date on which one of these projects would be in jeopardy as far as allocation, I believe it was.

And the answer I believe was January of 2011, which may lead us to believe that there is no great urgency, because we are only at the beginning of October now.

The one question I wanted to ask you is whether there are any dates, other than that January date, that give us any kind -- give Hydro One any kind of sense of urgency for dealing with the issues that Hydro One raised by the application today?

MS. SABOUBA:  I would say that there are perhaps not specific dates, but there are reasons why there's some urgency, the first being that we know that these generators are spending -- spending money now or are in service already, some of them, and a timely decision would enable that generator to better determine where their project stands or whether they need to seek more funding.

And the second is that we know, from a theoretical study, that we are expecting power quality problems on the feeder.  It will impact existing customers.  And, again, if we could get the approval in a timely manner, that would allow us to move forward with some additional mitigation measures.

The other thing I would like to point out is that when I say that the generator's capacity expires in January, realistically that generator cannot wait until the last day of their capacity allocation in order to execute CCA.

Hydro One actually asks generators to apply 45 days in advance, because there is often some back and forth discussion that goes on between Hydro One and the generator, and it does take the generator some time to pull together their own documents and the payment, and so on.

Thank you.

MR. ENGELBERG:  You mentioned the word "funding".  You said that the generators have to deal with funding.  Are you referring to OPA funding as a reason for them to need the date?  What does funding have to do with it?

MS. SABOUBA:  I am referring to the fact that the generator may have to -- may have to -- if we were to seek -- yes, the generator would have to finance.

MR. ENGELBERG:  Finance --


MR. D'ARCEY:  Yes.  The generator may have to arrange for financing of the project once they have their firm dollars associated with what it's going to cost them for connection.  So until they have the information in front of them on what the connection costs are, they can't go to their financer to say:  This is the cost of my -- overall cost of my project.

So they need some time in which to put that together.

MR. ENGELBERG:  But Ms. Sabouba said they were spending money in the meantime, these generators.

Why are they spending the money? 

MS. SABOUBA:  Well, those that are connected obviously have already spent money. 

Those that are proceeding towards connection are, you know, paying connection costs.  They're incurring more and more connection costs as they proceed towards connection and commissioning. 

MR. ENGELBERG:  All right.  Thank you. 

MS. HARE:  Thank you, witnesses.  The panel is excused.
Procedural Matters:


MS. HARE:  Ms. Sebalj, I understand you have canvassed parties and have a schedule for written argument; is that correct? 

MS. SEBALJ:  I believe I do, and I believe that all of counsel are in agreement, but they, I am sure, will correct me if I am wrong.

So the proposal is that the applicant's argument in-chief be filed with the Board no later than October 20th, that Board Staff and intervenors file their arguments no later than October 29th, and that the applicant's reply be filed no later than November 5th.

MS. HARE:  Is that acceptable?  It is to the Panel.

Is there anything else? 

MS. SEBALJ:  I don't believe so, no. 

MS. HARE:  Okay.  Thank you very much. 

MR. ENGELBERG:  Thank you. 

--- Whereupon the hearing concluded at 4:16 p.m.
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