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No UNDERTAKINGS FILED DURING THIS PROCEEDING.


Tuesday, December 2, 2014
--- On commencing at 2:07 p.m.

DR. ELSAYED:  Good afternoon, everyone.  The Board sits today on the matter of an application filed with Ontario Energy Board on September 16, 2014, by Hydro One Networks, under section 78 of the Ontario Energy Board Act.

The application seeks approval of changes to the electricity transmission revenue requirement for 2015 and 2016, to be effective January 1, 2015, and January 1, 2016.

Hydro One included in its application a proposed comprehensive settlement agreement that it reached with ratepayer representatives and other groups that participated in Hydro One's last transmission rate hearing, case number EB-2012-0031.

The Board assigned this current application file number EB-2014-0140.

The Board issued a Notice of Application and Hearing on October 14, 2014, and Procedural Order No. 1; the Board established the approved list of intervenors for this proceeding.

The Board provided an opportunity for intervenors that were not party to the settlement agreement to file a letter informing the Board of their position on the agreement.  No submissions were filed.

And Procedural Order No. 2; the Board approved the Canadian Manufacturers & Exporters' late intervention request, provided that it accept the record of the proceeding as it stood.

The purpose of the hearing today, as established in Procedural Order No. 2, is to have Hydro One present the proposed settlement agreement to the Board, and to answer any questions that the Board Staff or the Board Panel may have with respect to the proposed settlement agreement.

Following that, Board Staff will be making a submission on the proposed agreement.

My name is Emad Elsayed, and I will be presiding over today’s proceeding.  With me on the Panel is Board member Alison Duff.

May I take appearances, please?
Appearances:

MS. VARJACIC:  Good afternoon.  Anita Varjacic for Hydro One, counsel.  With me I have Susan Frank, the vice president of regulatory affairs, Mr. Ian Malpass, director of regulatory affairs, and we also have Clement Lee here, who is assisting with the technical aspects of the presentation today.  Thank you

MS. DJURDJEVIC:  Good morning – or afternoon, Mr. Chair.  My name is Ms. Djurdjevic, and I am counsel for Board Staff.  With me on behalf of Board Staff are Harold Thiessen and Karen Bishop.

DR. ELSAYED:  Thanks.  Anyone else?

MR. KING:  Good afternoon, it's Richard King.  I am counsel to the Association of Power Producers of Ontario.

DR. ELSAYED:  Afternoon, Mr. King.  Do we have anyone on the phone?

MR. AIKEN:  Yes, good afternoon.  It’s Randy Aiken on behalf of London Property Management Association.

DR. ELSAYED:  Good afternoon.

MR. BARR:  David Barr with Ontario Power Generation.

MS. APESTGUY-REUX:  Good afternoon.  I’ll just step in here as well.  I am not on the phone; I am here, present.  My name is Eloise Apestéguy-Reux.  I am counsel for Hydro Quebec Energy Marketing.

With us via teleconference is Matthew Plant, manager of regulatory affairs at HQ Energy Marketing.

MR. MacINTOSH:  David MacIntosh for Energy Probe.

MS. BLANCHARD:  Emma Blanchard for Canadian Manufacturers & Exporters, and for School Energy Coalition.

DR. ELSAYED:
Good afternoon.  Anyone else?

MR. BELMORE:  Mike Bellmore for the Society of Energy Professionals.

DR. ELSAYED:  Good afternoon.  Anyone else? Thank you very much.  Ms. Varjacic, any preliminary matters that you would like to raise?

MS. VARJACIC:  No, thank you.  We just thought we would begin today by a presentation about the proposal that Ms. Frank and Mr. Malpass will deliver.

There is a slide presentation that goes along with it, which I understand was filed with the Board earlier this morning.  Perhaps we should give that an exhibit number, counsel?

MS. DUFF:  Yes, that will be Exhibit K1.

EXHIBIT NO. K1:  SETTLEMENT PROPOSAL WITH SLIDE PRESENTATION


And just to confirm, does the panel have copies of the presentation on the dais?

DR. ELSAYED:  Yes.

MS. VARJACIC:  The presentation, I believe, will take about a half hour or so with your agreement, and will highlight for you the steps that got us here today, in materials of the settlement agreement that was filed along with the application.

It will highlight the key features of the settlement proposal, as well as the rate impacts.

DR. ELSAYED:  Okay.  Perhaps before we do that, I suggest we affirm the witnesses first.
HYDRO ONE NETWORKS INC. - PANEL 1


Susan Frank, Affirmed.


Ian Malpass, Affirmed.

DR. ELSAYED:  Thank you very much.  You may proceed with the presentation.
Presentation of the Settlement Agreement by Ms. Frank:


MS. FRANK:  Thank you.  I would encourage you actually to interrupt as we go through.  It may be more helpful when we are on a slide to ask questions.

So to start with, what we are talking about here is a traditional cost of service application that doesn't have anything really novel or new about it.  It's a standard two-year cost of service application and, like most of our transmission applications, the primary driver for the increase is increase in assets or rate base.

That is what is underlying the need for the increase. In terms of the performance that we are striving for, it's really a status quo, maintaining the same level of reliability and performance; no fundamental change there.

So what is different about this, rather than the underlying elements of the cost of service, is the process that we used to come up with this.  And it was a process where we actually went to a settlement discussion before we did a filing.

And that, I know, immediately makes one ask:  Why did you take this approach?  So what happened there was the timing was such, we were preparing an application thinking we were going to do a full filing.  But the timing was not opportune, when you think of the spring of 2014.  Our shareholder had other priorities, and thought it wasn't appropriate for us to be filing.

So since we weren't going to file for quite some time, we then explored is there another option.

So we went through the approach of contacting all the parties who had been involved in a prior proceeding on transmission, and tried for a process that was -- and I think the words on this slide I want to highlight is it was a cooperative process; very open, very transparent and with a real desire to find the right balance between a rate increase and the impact on customers.

So that is what the process looked like.  So when we look at slide 3, there is a bit of a -- what are the steps for it.  So there were actually fifteen organizations that participated, and they represented consumer groups, the manufacturing groups, generators, environmentalists and some of the unions that are involved as well.  So a broad sector of parties were involved.

The steps were very similar to a full hearing.  So we started out on the 25th of June with an introductory presentation about here is the basic information for a two-year filing, and then agreed to filing information that the intervenors suggested -- or interested parties, since I imagine they were not officially intervenors -- interested parties wanted to receive.

And we actually filed almost 2,000 pages of evidence, very similar to what the normal exhibits would have looked like if we would have done a full cost of service filing.

We had a process where, after they received those exhibits, they could ask interrogatory questions.

The timeline was -- you know, if I was to tell you what's different, the timeline was tight.  Each of these things had a relatively short turnaround time, and the parties all knew that our objective was to try to reach a settlement, but September was a key date to us.  We wanted to get something filed in September to allow the Board to have some time to consider it for a January change implementation.

So went through summer months through with meetings and technical conferences and undertakings and reached a settlement in August after a couple of days of discussion and then actually added more information, I will say, to complete the record to make sure there was nothing missing from the filing requirements, and the intervenors all looked at that as well and determined that that was all appropriate and got to that settlement that was filed on the 16th of September, so a very full process in terms of what a normal hearing would deal with, but all, I will say, off the record until we get to the settlement.

So maybe if I -- that's the process.  So a couple of where did we end up and what's the settlement submission.

We use this graphic presentation of revenue requirement just because it seems like a simple way to go through what is the ask and what is it made up of.  And so starting from the top of this, naturally the rate base is where we start, and there was no change to the rate base from our original proposal as part of settlement.

What did change was we were asked to update the ROE and the interest rates consistent with what was at the time of the settlement rather than what we had back in June.  And it was further discussed that the ROE would change again when the Board would issue their letter of direction which they issue each year in the fall to reflect whatever the final Board-directed ROE was for 2015 and the interest costs as well.

So those members come up with the return on capital and the taxes that you see for 2015, the 683 and the 68, and then we added in the depreciation, no change to the depreciation from the proposal and the OM&A.  The OM&A did have a reduction of $20 million as part of the settlement from what the company had originally proposed.

And then the external revenue, we reduced that from the amount of money you need from our ratepayers because you are getting it from another source, and that also had a change as part of the settlement.  It was $3.4 million higher than we had originally proposed.

So that's how you get down to the 1,527 million being requested as the revenue requirement.  That's the settlement proposed revenue requirement, subject to that change, as I indicated, on ROE, and I will come back to talk a little bit more about that later.

I won't go through in detail, but a similar slide exists for 2016 that gets you to the number at the bottom of 2016, the 1,573 million of revenue requirement for '16, exactly the same process used, the same $20 million reduction in OM&A, and the same kind of increase in external revenues.

Then if we look at the one that normally our parties are most interested in is:  What does this mean to -- a change to rates?  How are they changing?  So when you look at this slide, you look at the numbers above the bar charts, and it also compares what happened when the Board last approved our transmission rates, and you will notice that, for '14, there is a relatively significant 6.3 percent increase that was approved last time around, and as of the settlement, the proposal was a 1.1 percent increase, in '15 followed by a 1.7 increase in '16.

Now when you look at the bar charts, you notice the large red portion.  That large red portion reflects the increase in assets in service.  So this is the amount of assets we are putting in service that is greater than the depreciation that is happening.

So each year in '15 there is over $400 million growth in rate base, and there is also 300 million in '16.  These are relatively significant growth in rate base happening each year, assets going to service larger than depreciation.  That is the big red blocks that you see in each bar.

I will say, fortunately, there has been a bit of an offset in terms of the load forecast, and the primary change there is the level of conservation that was anticipated would be achieved isn't going to be achieved quite as quickly as was thought in the original Long Term Energy Plan, so still conservation coming, but a little bit slower, so a little bit less conservation, a bit higher load and, therefore, a reduction in the revenue requirement because the load is higher.

Another aspect of the settlement was weather normalization and how that affects load.  There is different approaches that can be used for weather normalization.  Our approach has always been to use 31 years of data and use an average.  That's been the approach we have used for many times.  It's been reviewed by this Board and approved by the Board.  But increasingly some of the other stakeholders are feeling that a trend might be more helpful, and a 20-year trend would be more appropriate to weather normalize than the 31-year average.

So as part of a settlement, we did what you do in settlements, you compromise, and we split the difference.  So there is a reduction of about half a percent here that reflects moving to a 50/50 sharing of approach between the 31-year weather normalization and the 20-year trend.

DR. ELSAYED:  Ms. Frank, can you explain a little bit more about the difference between the two approaches, the trend versus the average?

MS. FRANK:  Right.  So I will start with our historic one.   I'm more familiar with that one.

DR. ELSAYED:  Yes.

MS. FRANK:  That would have had data of the weather for a 31-year period, and you just look at the average of what's happened for that weather, and then you forecast a taking out the actual weather for the average weather adjustments, and now you are forecasting, I will call it, weather normal, and that is what the forecast was based on.

What we have had other parties say is, well, the weather is changing, and a 31-year average does not reflect the nature of change that's happening with the weather over time, so it would be far better to look at a shorter period of time and look at a trend to see -- this is are we really getting a global warming; is there really some type of a change happening.

DR. ELSAYED:  Got it.

MS. FRANK:  So the 20-year trend responds to an expectation that there is a difference happening over time with weather.

DR. ELSAYED:  Thank you.

MS. FRANK:  Both acceptable approaches, just do you think that weather is really changing, or is it normal?  We split the difference.

And then the other piece I will comment on is just the yellow, which relates to the deferral accounts, and when you say the increase in 2015 reflects the fact that you drop the rebates that were happening in '14, and then in '16, we do the rebates again.  So the up and down is just timing.

We had proposed for the regulatory assets that you divide it over two years, and the other stakeholders thought that they were more interested in trying to smooth the pattern of rates, so do the whole rebate in year 2, and that means that the 1.1 and the 1.4, it's a bit smoother by doing the whole rebate in year 2 rather than divide it equally between two years.

I am going to talk about the OM&A on this slide, so that's the -- the other factor is the OM&A expenditures.  And this does a bit of a look at what have the expenditures been like in '13 and '14 compared to Board approval, and what's the ask for '15 and '16.

And where I need to start actually is on '13 and look at the bottom line.  And you will see in total there are two numbers in that box, the 431 and the 388.  The 431 removes the one-time property tax credit that we got.  It was many years of applying to get a reduction in the property tax for prior periods, and that happened to occur in '13.  So our normal ongoing expenditure, taking that one-time prior period event out, was 431, and that would be seen as a better basis for making comparisons to future ongoing levels.

So when the stakeholders looked at our request, you can tell from this that our original request was $20 million higher in both 2015 and 2016.  So it would have been 452 and 457, and the stakeholders looked at that 431 and the 449, which is still a forecast number, and thought it would be better to demonstrate that we are being really challenged to be productive, to try to operate at the same level of expenditures as we did in 2013, and really show some constraint.

And the company agreed that the interest in efficiency in productivity was very important, and we would try to show that constraint.  So we agreed to reduce the OM&A request by the $20 million, keeping the level close to the 2013 level, and offsetting whatever inflation would be by increased productivity.

DR. ELSAYED:  Would this be just to look at overall efficiency in OM&A program, or would you target certain programs to realize those efficiencies?

MS. FRANK:  There was no discussion about how to target it.  But from the company's perspective, I think our bigger focus tends to be in the common cost areas, trying to find ways of reducing those.

Naturally, whenever we are doing any work with our field forces, we try to find the right mix between internal versus external, and that can lead some efficiencies if the volume of work justifies more external parties.

So I'd say some emphasis on the common corporate costs is what will happen.  But we won't -- 20 million is a fair amount of money to find; we will look everywhere.

DR. ELSAYED:  Okay.

MS. FRANK:  So then the next big issue, and I would say this was likely one of the largest issues, when we actually did our first discussion with the stakeholders in June, we acknowledged that the company does not have a good track record of actually bringing in their capital in service consistent with the forecasts.

And you see that in here in 2013 and 2014, that we failed to put assets in service consistent with the OEB's approval.  And we have looked back and said why did you fail; what got in the way.

And there’s kind of three things that we talked about that got in the way.  One of them was that we relied very heavily on what development work our customers wanted us to do, and their proposed timing in terms of when they thought they would be ready for us to connect them.  And things got in the way for them.

They may have needed environmental approvals, and they may have required land, or something happened to their project, and therefore our project wasn't needed on the same time.  Or for our work that we plan our own outages were always difficult to get, so we hadn't anticipated the challenge we’d have getting outages, so the work had to be delayed.  And occasionally, there were materials that took longer lead time to order.

What we found is it was really about timing.  So we were too optimistic in our timing, and that was the challenge.

The dollars; typically the projects came in close to dollars, but they didn't come into service when we said they were going to come into service.

So we have said what are we going to do differently?  How are we going to fix this problem?  And a few things; one, our optimism in the past led us to include projects that were not far enough along the approval process.  They hadn't already had all the engineering work done; they hadn't got the environmental approvals; they may not have had some of the land.

So we’ve said if the project is not well underway, we are not going to include it.  So there are some big obvious ones that we knew about, like the Northwest project, which is a licence condition for us, which we now have OPA direction on.  There are no dollars in this plan associated with it; it wasn't far enough along.  We just said we won't put something like that in.

The Energy East project, where there are actually 19 stations that we are going to be asked to connect those 19 stations, there is no dollars in for doing that either.  Once again, not far enough long.  We will wait and see.  The chances of anything coming in service in this period we thought were slim, so don't put it in.

There are others that we have got as well, where we would have weighed is it likely that this thing will -- will everything work, will the stars align, and we’ll be able to put this in.  In the past, we may have said, well, yeah, it might, so put it in.  Now we said no, don’t put it in.

You will also notice by that, when you look at what is the 2015 and 2016 levels of in service, and you’ll notice they don't compare badly with what we have actually accomplished in 2014 and 2013.

I can tell you that we are almost finished 2014, and 863 will be very close, within a couple of million of that is what we are going to put in service.  So it is going to be very close.

So the numbers are much lower.  We haven't been optimistic in terms of our outlook.

And then finally, we also said customers should not be paying for something that isn't in service. So we came up with -- and this was a joint effort to come up with this net cumulative asymmetric variance account.

So the idea is if we don't have, we don't actually put in the 821 or the 673.  If it's less than that, we will track the underage in a variance account and rebate that to customers in the future.

We also said, even though 2014 is not part of the rate years, it's important in terms of rate base that we deliver on that as well.  So it's for the three years, for 2014, 2015 and 2016, it's asymmetrical only if we under spend, or under get in service, then we refund.  If we do more than, there is no amount that will come to the company's benefit.

DR. ELSAYED:  When I look at 2014, a big chunk of the under expenditure is in what you call the sustaining capital.

MS. FRANK:  Compared to the original approved, yes. But what we put in this application would be the projection or the bridge.  So 588 is what we have added in for sustaining, as the basis for coming up with the rate base for 2015.

DR. ELSAYED:  I see.

MS. FRANK:  Yes, we failed on the original approval but that is not the basis for coming up with the rate base for this application.  It is the total number of 863.

DR. ELSAYED:  Okay.  But in terms of privatization, according to your definition, I guess sustaining is probably one of the critical pieces, because this one normally addresses assets that are coming near the end of useful life, as opposed to maybe development, which is new.

MS. FRANK:  Expansions, right, yes.

DR. ELSAYED:  So I suppose that is where you put your priority.

MS. FRANK:  Actually, both -- a development is normally in response to a customer's request.

DR. ELSAYED:  Right.

MS. FRANK:  So we would treat that with priority. However, there is a change that is happening here.  Less generators requesting that there be transmission, because we have gone through a bit of a period where there is a lot of new generation.  A little bit less now, so the requests on development have eased back a bit.

The sustaining -- you are quite right; either end of life or reliability, performance issues, equipment performance issues, and this has been an area of just a matter of getting the work done.  Can you actually get the outages and get the work done.

And we are finding that the outages are not as easy to get as we had thought, so it’s a --


DR. ELSAYED:  What is the -- I am not clear on the difference between the sustaining and the operations capital.

MS. FRANK:  Right.  The operations is literally associated with the control centre and the systems.

DR. ELSAYED:  Oh, okay.

MS. FRANK:  So IT and hardware supporting the control centre.

DR. ELSAYED:  Okay, thank you.

MS. DUFF:  I had two questions on this, please.  Just regarding the variance account, the net cumulative asymmetrical variance account, the benchmark will be 863 for 2014?

MS. FRANK:  Yes, it will.

MS. DUFF:  I don't see a mention of any -- whether this account will be interest bearing.  Was that an omission, or was that something discussed and decidedly left out?

MS. FRANK:  No, the intention was that it would be interest bearing.  So the notion would be any shortfall that we had in terms of putting an asset in service, that amount and the revenue requirement associated with that amount would accumulate interest with the Board's normal approach.

MS. DUFF:  It was just the details regarding the revenue requirement aspect that I wasn’t – I was just looking for more information.  So that calculation, which you will do in the future --


MS. FRANK:  Yes.

MS. DUFF:  -- will have the rates in place and the impact on that.  And once you determine that, for 2014, 2015, and 2016, those will be three discrete numbers, will there be any interest accumulating, or will the revenue requirement calculation encompass that?

MS. FRANK:  So what would happen would be -- let's take them one at a time.  So the first year we would do a calculation would be in 2015, and we would get a full-year impact for what happened for 2014, because it's 100 percent in service.  So that will be a full-year impact and a half-year impact associated with the amount for 2015.  That's normal treatment that you do for rate base.

You come up with an amount that the rate base was -- that we are going to hypothetically say short.  That has been a bit of our practice in the past hope.  Hopefully it's not going to be in the future.  But say it's short; we don't put it all in, and that shortfall would be associated with a calculation of the revenue requirement associated with the return on equity, the depreciation, the debt, the taxes, and that will be an amount of money that will have been included in our revenue requirement that shouldn't have been because we didn't put those assets in.  That amount of money would carry interest just as any deferral account does.

MS. DUFF:  Thank you for explaining that.

MS. FRANK:  Okay.  Was that question 1?

MS. DUFF:  No, that was the only question.

MS. FRANK:  Okay.  Okay.  So that's -- and this is a big deal for us because this is one of our areas where we really need to get better.

On the regulatory accounts, there is actually no change in terms of regulatory accounts with the exception of the one we just talked about, the introduction of the -- dreadful title -- the net cumulative asymmetric variance account that was introduced as a part of the settlement discussion.  No other changes.

All of these other accounts carry on, and what we have done for this is we are using the audited balances as of December 31, 2013, and then the adjustment we make to '14 just reflects the amount of reduction that was decided in our last rate case.


So in our last rate case, during 2014, we are rebating $30 million to customers, so that is the significant change between the '13 balance and the '14 balance is the rebate to customers that has already previously been ordered.  And then what we have done is we have added interest to the outstanding amounts through -- on a monthly basis to come up with these balances as of December 14.  There are no new transactions happening in this period for during '14 because they would not have been audited.

So while things are happening, the numbers here do not reflect any additions to the base amount for activity in '14 because that would be unaudited information.  The accounts are still open; they will be reflected for future proceedings.

So parties agreed that $36.1 million was indeed appropriate to rebate to the customers, and here is where the suggestion was to take it all in 2016 rather than over two years.

I will ask my colleague to talk to ETS.
Presentation of the Settlement Agreement by Mr. Malpass:


MR. MALPASS:  Thanks, Susan, and good afternoon, everybody.

I am going to be covering off slide 10, the ETS rate or the export transmission service rate portion of the settlement agreement.

Just from a context perspective, the rate is collected on a monthly basis by the IESO, and it's remitted to Hydro One.  The ETS amount is intended to offset costs to domestic customers for the use of network transmission facilities and to facilitate export transactions.

From a Hydro One perspective, it's simply a pass-through.  We do not make any money on the ETS.  The rate was initially set at a dollar per megawatt hour.  It now sits at $2 per megawatt hour.  And the $2 per megawatt hour was reflected in our application.

In Hydro One's EB-2012-0031 decision from the Board, the Board directed Hydro One to prepare a cost allocation study to support the ETS rate, and specifically they directed us to prepare a cost allocation study involving the network assets utilized by export transmission customers and report the results of this study, including a proposal of the appropriate cost-based ETS rate with supporting rationale, at its next rates application.

Hydro One engaged Elenchus to carry out the study and to come up with a cost allocation model for the ETS.  The final report from Elenchus is included in the evidence.  It's attachment 1 to Exhibit H1, tab 5.  And based on the comprehensive cost allocation model, the rate that was recommended was $1.70.  This compares directly to the $2 that's in place now.

Parties to the settlement agreed to a rate of $1.85, and that's what's included in the settlement agreement.  The impact on the revenue requirement to move from the $2 to the $1.85 is an increase of 2.5 million in the rates revenue requirement in 2015 and an increase of 2.6 million in 2016.

MS. FRANK:  Maybe a quick little summary of what were the changes in the settlement.

We have covered most of this, so I will be quite quick.  The 20 million in OM&A, I have already talked about.  I talked about that net cumulative asymmetric variance account for '14, '15 and '16.  I talked about the midpoint for the 20-year trend and the 31-year weather average for weather normalization.  I haven't talked yet about the agreement that we would do an independent transmission cost benchmarking study, and that's something that the stakeholders were most interested in.  There wasn't adequate amount of benchmarking, and the -- what we are going to do with this is actually work together to come up with a terms of reference to go out and get an RFP for an external party to do some benchmarking and then work together, once again, with the stakeholders in terms of the process that the external party comes up with, see if everybody feels that the process is going to be rigorous enough.  We are going to have to come up with some way that encourages parties to participate, which hopefully, once again, as a group we can find that path.  So that is something we have agreed to do so that we would have the information prior to the next transmission rate application, and as soon as we get a decision, we are going to want to start on this quickly because we want to do a quality job here.

DR. ELSAYED:  On that question, first of all, are you talking about total costs of capital and OM&A?

MS. FRANK:  We are going to work with the stakeholders.  I suspect the answer to that is yes, but it is a little bit hard for me to speak for all parties because what we agreed to was to start a dialogue and together determine what the -- what it would look like. I know there was an interest in total costs, so I suspect, but I can't say with certainty just how many metrics might look at, or who might be engaged.  It's all part of the scoping exercise.

DR. ELSAYED:  Thank you.

MS. FRANK:  And we have talked about the next two items.  In total, when you look at what is the bottom line for the settlement, the 2015 was reduced by $40 million, and the 2016 by $30 million, taking the rate increases, as shown there, quite a reduction from our original proposal.  So that's what the settlement is.

And then it's interesting to say, "And where do you stand today?"  So the letter came out November 20 from the OEB lowering the return on equity to 9.3 from the 9.46, also a slight lowering of the short-term debt rate, and when you add those impacts together, that reduces the revenue requirement by an additional $10 million in 2015.  So that $10 million reduction takes the 1.1 down to 0.4 percent.  For a total bill impact -- and that's for a normal residential customer -- the increase would be 0.03 percent.

So that's with -- that's the new parameters just rolling it through.  That is what the math does.

And we had agreed to settlement.  We would do this.  We would update for this when it comes, so it is part of the settlement, expecting that this type of a change would happen, whatever the Board came up with.

The last slide that I would just like to bring to your attention is on the Bruce to Milton.  And you may be aware that we also filed an application for the revenue requirement for Bruce to Milton.

We had talked with the stakeholders about this.  We have reached an agreement with the Saugeen Ojibway Nation, in terms of a joint partnership for owning the Bruce to Milton line.

That line has a book value of 525 million, and the idea with that partnership, one-third roughly owned by the Saugeen Ojibway Nation, the revenue requirement would need to go to the partnership.  The idea is it would come out of the transmission networks business and go into this partnership, $42 million would go.

This does not affect the uniform rate, just who the IESO would get directed to pay.  This is a separate application that is in front of the Board.  I assume as part of that application, the decision will be made if they are going to accept that on an interim basis or not.  And whatever that group would do, I would assume, would be an equivalent change to the transmission network.  And I am assuming the other decision will set that up.

I just wanted to raise this here, because there is another outstanding piece.

That kind of covers what we had in mind to talk about on the settlement.

DR. ELSAYED:  Can I just ask one more question about that benchmark study.  You probably – maybe you’re not able to answer that yet.  Were you talking mostly about the magnitude, or the process, or both, for arriving at those costs?

MS. FRANK:  I think it was more about the magnitude.

DR. ELSAYED:  The magnitude.

MS. FRANK:  I think that was -- the conversations seem to be, whenever we talk about benchmarking, is how much our cost is to operate our system versus costs to others.

DR. ELSAYED:  Okay.

MS. FRANK:  Normally, what you find when -- if you find a differential, you often want to look behind it, to find out how are they able to do it better.

So I think there is every possibility, if we find there is a best practice that one could learn from, we would want to explore that as well.

So I don't think we will stop if we find somebody who is really good at being efficient operating their transmission business.  We will ask the next questions; how do you do it.

DR. ELSAYED:  Any other questions?

MS. DUFF:  Just one question about the settlement agreement overall.

In terms of putting pen to paper, a literal example, would you say that Hydro One took a primary role in authoring the settlement proposal, and then circulated it to the parties?  Could you explain the process a little bit to me?

MS. FRANK:  We used the issues list from our prior Proceeding, just because that was a good place to start.  That way, we didn't have to try to come to a new common ground on an issues list.

And then the dialogue happened on the issues list and items when we were meeting in group, so that we -- the positions would have been developed on a common basis, with all parties in the room.

We were taking notes through that to reflect the discussion and, throughout the whole process, we would record our notes and go back and say we seem to have agreement on has to issues, we are still struggling with those issues.  And at the end of the time, we knew the positions on all the issues.

Hydro One would have taken the initial pen to document those decisions.  But then they were all, as you suggested, shared and went through each of the stakeholders having an opportunity to review the wording.  And I can assure you, particularly in the benchmarking one, that is an area that was very carefully looked at.

MS. DUFF:  Thank you.

DR. ELSAYED:  Any questions from Board Staff?

MS. DJURDJEVIC:  No, Staff the does not have any questions, and we just have a brief submission to make with respect to the settlement agreement, if this is a good time.

DR. ELSAYED:  Sure, please proceed.
Submissions by Ms. Djurdjevic:


MS. DJURDJEVIC:   Board Staff had attended and observed the settlement process that preceded the filing of the application and the settlement agreement.

We have also reviewed the proposed settlement agreement, in the context of the objectives of applicable Board policies, relevant Board decisions, and the Board’s statutory obligations.

Board Staff is of the view that the agreement reflects a reasonable evaluation of Hydro One transmissions, operational, and investment plans, and it appropriately considers relevant issues.

While the transmission system in Ontario is not formally subject to the Board's renewed regulatory framework, Staff is encouraged that the transmission costs benchmarking study contemplated in the agreement is directionally consistent with that aspect of the RRFE.

Board Staff is also encouraged by the cost reductions agreed to, and the ultimate low impact on customers of the rates resulting from the agreement.

In addition, Board Staff has reviewed the proposed uniform transmission rates and allocation factor charges attached to the agreement at section 2, appendix C, and submits that the Board's approval of the agreement as filed and reflecting the cost of capital updates, would adequately reflect the public interest and would result in just and reasonable rates for customers.

That is our submission.

DR. ELSAYED:  Thank you, Ms. Djurdjevic. Any questions from anyone else?

Okay, what I suggest is that we would take a fifteen-minute break until 3:30, and we will resume then at -- oh, it's ten to three.  I can't see it from here.  Fifteen minutes would be five after three, sorry.  Okay, five after three, thank you.
--- Recess taken at 2:52 p.m.
--- On resuming at 3:10 p.m.
DECISION


DR. ELSAYED:  Ms. Varjacic, we would like to inform you that the Board accepts and approves the settlement agreement as filed with the Board and as presented today.

Hydro One is directed to submit a draft rate order which will be used to determine the 2015 uniform transmission rates in conjunction with the Board's approval of the revenue requirement and the load forecasts of the other transmitters in Ontario.

The Board expects Hydro One to file the 2015 and 2016 supporting information that it commonly files in its transmission rate orders, including a revenue requirement summary with supporting detail, revenue requirement by rate pool, summary of charge determinants, 2015 uniform transmission rates and revenue disbursement factors, the wholesale meter service and exit fee schedule, the low voltage switch gear credit calculation, and deferral and variance account information as appropriate.

The Board realizes that some information on these schedules, such as the approved 2015 revenue requirements of the other transmitters, have not yet been approved by the Board.  However, Hydro One is directed to use the most up-to-date information currently available to populate its schedules.

For 2015, the Board intends to set the uniform transmission rates under a specific UTR case number, EB-2014-0357, which will include the Board's decisions on the applicable approved revenue requirements and load forecasts of each transmitter in the transmission rate pool.  Therefore, Hydro One is requested to file its draft rate order under both the EB-2014-0140 and EB-2014-0357 case numbers.

The Board directs Hydro One to file the draft rate order and supporting schedules no later than December 9, 2014.  Intervenors and Board Staff may submit comments on Hydro One's draft rate order no later than December 15, 2014.  Is that date okay with Hydro One?

MS. VARJACIC:  Yes.

MS. FRANK:  Yes, that date is fine.

DR. ELSAYED:  Okay.  The Board would like to commend Hydro One and the participating stakeholders for their efforts in coming to an agreement that the Board considers to be in the public interest.

Anything else?

With that, we are adjourned.  Thank you very much.

MS. FRANK:  Thank you.

MS. VARJACIC:  Thank you.
--- Whereupon the hearing concluded at 3:13 p.m.
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