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--- On commencing at 9:30 a.m.

MR. MILLAR:  Good morning, everyone.  I think we'll get started.

This is the technical conference for phase 2 of EB-2013-0421.  My name is Michael Millar.  I'm counsel for Board Staff.

For today's technical conference, as you'll all be aware, there are no Board members here, and although Staff is here to facilitate and act as master of ceremonies, we cannot make any rulings, so to the extent there are disagreements about the scope of the questions or the answers or what-have-you, you'll have to resolve that as best you can here, and if we can't, then you may have to seek further recourse from the Board.

We have a very busy day today.  You will see we've got a full room, so we're going to get right to it.

I understand that Hydro One has a series of presentations that they've proposed to make, and Mr. Engelberg, I believe, has some opening remarks.  All that is probably going to take about an hour and a bit, and then we'll get into questions.

Before we start that, why don't we take appearances.  Again, why don't we start with Hydro One.
Appearances:


MR. ENGELBERG:  Thank you, Mr. Millar, I'm Michael Engelberg.  I'm counsel for -- is it on now?  Now it's on.  Counsel for Hydro One Networks Inc. here today.  I have with me to my right Nancy Marconi, who is the manager of regulatory affairs at the IESO.  To my left, Oded Hubert, vice-president of regulatory affairs at Hydro One Networks.  To his left, Caroline Russell, senior advisor from the regulatory affairs group of Hydro One Networks, and I'll be introducing the panel members later.

MR. DIMMEL:  Richard Dimmel, Essex Powerlines.

MR. FERGUSON:  David Ferguson, Entegrus Powerlines.

MR. MONDROW:  Ian Mondrow, counsel for E3 Coalition.

MR. ROGER:  Michael Roger, Elenchus, advising E3 Coalition.

MR. BRETT:  Tom Brett.  I'm counsel for the Building Owners and Managers Association.

MS. GREEY:  Ruth Greey, Consumers' Council of Canada.

MR. TUCCI:  Maurice Tucci, with the Electricity Distributors Association.

MS. ZARNETT:  Paula Zarnett, BDR, working with EDA.

MR. RUBENSTEIN:  Mark Rubenstein, counsel for the School Energy Coalition.

DR. HIGGIN:  Roger Higgin, consultant to Energy Probe.

MR. McCAULEY:  Norm McCauley, E.L.K. Energy.

MR. DANELON:  Mark Danelon, E.L.K. Energy.

MR. BARTOLOTTI:  Alfredo Bartolotti, Power Workers Union.

MR. CLARKE:  Wayne Clarke, consultant to Association for Major Power Consumers in Ontario.

MS. SASSO:  Andrew Sasso, EnWin Utilities.

MR. STOLL:  Scott Stoll, counsel to EnWin Utilities.

MR. MILLAR:  Anyone else who will be speaking today?

Okay.  Thank you very much.  Mr. Engelberg, can I turn it over to you?
HYDRO ONE NETWORKS INC. - PANEL 1

Philip Poon


Paul Brown


Michael Satchell


Bing Young


Tracy Garner

Opening Remarks by Mr. Engelberg:


MR. ENGELBERG:  Hydro One and the IESO are here today because the Board determined that a technical conference should be held regarding the evidence submitted by Hydro One Networks as a transmitter for phase 2 of this application.

As everyone here today is already aware, phase 1 was held to determine whether there is a need for the SECTR project.

Therefore, what the Hydro One and IESO panelists are here today is to satisfy the purpose of Board technical conferences regarding phase 2, which is to clarify the evidence concerning phase 2 of the proceeding.

As you know, Hydro One filed its section 92 application as a transmitter, so the investment that is being reviewed here is the transmission investment of $77.4 million.

Despite the fact that a number of interrogatories were received and answered by Hydro One, intervenors were given the opportunity to ask additional questions.

Last Friday afternoon, Hydro One received almost 100 additional questions from many intervenors.  Then on Wednesday of this week the Board issued a letter outlining its expectations on how this technical conference will be conducted.

Specifically, if I can paraphrase, because so many questions were received and time is limited today, Hydro One will begin the day by putting forward a number of staff from Hydro One and the IESO, who will make presentations that Hydro One believes will not only clarify the evidence, but will also answer many of the questions that were submitted last Friday afternoon.

The staff members on the stand will then answer remaining questions from intervenors, and to the extent that it may not be possible to answer questions in this forum it may be necessary in some cases for some undertakings to be given and for the answers to follow in writing.

I will introduce the people who will be answering the questions.  Over on the right of the room is Philip Poon, senior advisor in regulatory affairs at Hydro One, and his subject area today is the Transmission System Code and cost allocation.  To his right is Paul Brown, director of distribution area management, whose subject area today is the distribution load forecast.  To his right is Michael Satchell, manager of business development, whose area today is the economic evaluation.  To Mr. Satchell's right is Tracy Garner, of the IESO -- oh, I'm sorry, I've upgraded.

Bing Young, director of system planning, whose subject area today is the transmission aspect.  And to his right is Tracy Garner of the IESO, who is the transmission planner, whose subject area today is the apportionment of transmission costs between customers and the pool.

In reference to what Mr. Millar said a few minutes ago about the full agenda, I'm sure that Board Staff and all of you would like to finish by a reasonable time today, so it may therefore be of help for me to mention again that what Hydro One and the IESO are ready to do at this technical conference is to answer questions to clarify the evidence that they have submitted.

The evidence supports the proposal to allocate to the transmission network and to customers, the cost of this section 92 project in the manner put forward in the pre-filed evidence of Hydro One and the IESO, which the parties believe is consistent with the manner in which the Board is moving and consistent with the proposed amendments to the Transmission System Code.

Among the items that were dealt with in phase 1 of the proceeding were the debate on the need and the alternatives to Leamington TS.  Therefore, the preparation today has been prioritized for questions which address the cost allocation aspect, not the project need that was already addressed in phase 1.

Many of the interrogatories and the further questions that came in last Friday have made Hydro One aware that a number of intervenors may want to make the case that there are other methodologies and formulas that could have been proposed, but because technical conferences are held to enable intervenors to get clarification of the evidence that has been put forward by the applicant, Hydro One and IESO staff here today want to be he as helpful as possible in answering questions regarding their proposal, but they are not here to evaluate other possibilities or to give their opinions on other allocations, or to look into running numbers on other proposals on different methodologies that have been used in other jurisdictions or that are being suggested for Ontario.

Of course, it's open to the Board to decide whether it wishes intervenors to put forward such proposals in this proceeding and to provide their own evidence or their own studies in support of such proposals, or whether the Board prefers to look into the myriad of allocation possibilities in a generic hearing.

In fact, Hydro One's main objective in phase 2 is to seek clarity and some certainty regarding the cost responsibility for the upstream transmission investments for SECTR, and it is Hydro One's understanding that this is a common objective for all of us here today.

You are going to hear in the presentations that there were some proposed Transmission System Code changes that emerged as part of the Board's regional planning consultation, and you will hear that Hydro One and the IESO believe that their cost allocation proposals are aligned with the spirit of the proposed TSC amendments.

That's my introduction, and I think we're ready for the presentations.  I suggest we start with the one panel member I missed before, and that is Bing Young.  Mr. Young?

MR. YOUNG:  Thank you, Michael.
Presentation by Mr. Young:


I'm going to provide an overview of the supply into this area, the needs -- the two key needs of this area, and the investments which are proposed to address those needs.

First off, I will start with an overview of the system, and I will just walk you through each of those aspects.  And then I will finish off with a summary and a description of which transmission facilities are proposed to be new.  There were some questions in the interrogatories about which of the investments were replacement-type facilities, so I will provide some clarification on that.

So first an overview of the transmission system supplying the broader Windsor-Essex region.

The area is supplied primarily by the four 230 kV transmission lines into the area. The transmission line comes into two stations, essentially on the east and west side of the city of Windsor.

One pair of circuits go into the Keith transformer station, and the other pair go into the Lauzon station.

Bringing that 230 kV supply into those stations, then, the power is then further distributed to supply the broader area at the 115 kV level coming out of both Keith and Lauzon.

Overall, the area load is approximately 895 megawatts, and this is based upon the planned forecast that was in the application.

The area of discussion today concerns, of course, the area of Kingsville, as well as the broader area.  And in Kingsville, the load in that area is approximately 145 megawatts.

As I mentioned before, there are two main needs for this sector investment, one of which is to address the capacity needs of the Kingsville-Leamington area.

And I'll go through a sequence to demonstrate that need and how the sector proposal addresses that need.

So as you can see here, in the Kingsville area it is supplied by two 115 kV circuits, K6Z and K2Z.

Now the criteria requires that the area load be supported by one 115 kV circuit, in the event that you have a loss of one of the 115 kV circuits.

As you can see here, when lose one of the circuits -- in this particular case, the loss of K2Z -- all of the flow to supply the Kingsville area is now being supported by the remaining K6Z circuit.

When that happens, that line is overloaded, as that line has the capability of only 120 megawatts.  As you can see, the area supply is actually greater than the 120 megawatts.

So to address that -- oh, before we get there, also in the planning forecast, load growth is expected in both the Kingsville and the Leamington area, as you can see.  And to address that new growth, a 230 -- a new 230 kV line, plus a new 230 kV transformer station is proposed in the Leamington area, referred to as the Leamington TS.

With that station, then, 95 megawatts of load could then be transferred over from the Kingsville area to the new Leamington area.

When that happens, the overload then disappears, and the area can now be supplied by the existing 115 kV transmission.

Now, the next sequence of slides is to describe the restoration need that's been identified as a need to meet the Ontario resource transmission assessment criteria; or
-- I'll just refer to it is a ORTAC.

In this case, I've provided a circuit representation of the area, as that will be much easier to illustrate the particular need for this area and the investment that is being proposed, and how that investment is going to address that need.

The area of concern for the restoration is the 115 kV system, essentially, and in the planned period, that -- the load in that area is approximately 750 megawatts.

The area, as I mentioned before in the previous slide, is supplied largely by two 230 kV transmission paths, one that supplies into Lauzon and the other one into Keith.

From there, the power is distributed down to the 115 kV.  As you see with the green arrow, a significant amount supplying to the 115 kV system comes out of Keith.

I did not put an arrow showing the flow from Lauzon down into 115, as the key discussion here is really about the flow direction from Keith, and I just didn't want to clutter the illustration.

Now the issue with the restoration is about what happens when there is an extended outage of the supply path into Lauzon; so essentially an extended outage of the two 230 kV lines into Lauzon.

When that happens, all of the flow now on the 230 kV system all goes to the Keith station, and then that flow subsequently gets increased and goes down to the 115 kV system from Keith.

So, the whole issue with respect to restoration is about the loss of that Lauzon -- that supply path to Lauzon.

And not -- I know there was some interrogatories related to delivery point performance of the various customers, and so it's not about that.  It's about when this supply path is lost, how will the area be supported and unsupplied load be restored.

So getting back to the narrative, when you lose the two 230 kV circuits into Lauzon, the flow becomes so large from the 230 to the 115 that the -- our transformers at Keith becomes over-loaded, as well as the 115 kV circuits, J3E and J4E; they are also overloaded.

When that happens, in order to respect their capabilities, essentially for the area you effectively have 210 megawatts of load that will become unsupplied.

Now, there are some capabilities among the distribution system to transfer some of that load to largely the stations, the surrounding stations that are supplied out of the 230 kV system.  And so that capability is approximately 88 megawatts, but then you still have about 122 megawatts of load that is unsupplied.

To address that, one approach would be to provide upgrades to the overloaded elements.  And this would be an upgrade to the Keith autos, as well as an upgrade to the J3E and J4E circuits.

And then, because of the high level of flow that is now coming entirely from the Keith end, you also will need to have additional reactive support to support the voltage in the area.  And that would require a capacitor bank to be installed at the Keith station.

So you can do that package of three investments for a cost of $22.5 million.  Or, in lieu of that, the approach is to build the new line and Leamington TS instead of the three investments.  And when you build the new line in Leamington TS, that affords the ability to transfer 95 megawatts of load over to the Leamington supply.

When that happens, the unsupplied load drops significantly, leaving only a small amount, 30 megawatts, over the planned period that may be unsupplied.


This level of unsupplied load was deemed to be -- was deemed to be largely met by this investment that the restoration need has addressed, largely the unsupplied load.


Remember that the assessment for the restoration is based upon extreme weather peak and the consideration that the outage is of an extended nature.


So with that transfer of the 95 megawatts, that effectively relieves the overloaded facilities and essentially largely addresses the unsupplied load for the contingency that drives the restoration need.


Now, I will just finish off with just highlighting what are the new facilities of this investment and what were referred to as the replacement facilities.


So new facilities -- as I mentioned before -- is the new line and the new transformer station at Leamington.  There is also sustainment work that is required at Kingsville as three end-of-life transformers are occurring and need to be addressed.


One of the transformers was already replaced back in early 2000.  However, considerations for the remaining three is currently taking place.


Now, with the transfer of the 95 megawatts of load from Kingsville to Leamington, this allows only one transformer to be replaced, and then we can avoid the replacement of the remaining two.


So that concludes my portion of this presentation, and I will pass it over now to Tracy.

Presentation by Ms. Garner:


MS. GARNER:  Good morning.  My name is Tracy Garner, and I'm a transmission planner at the Independent Electricity System Operator, or IESO.  I was previously a transmission planner at the Ontario Power Authority, or OPA.


I'm here today to answer questions regarding the IESO's proposed transmission cost allocation between load customers and the pool.  Before doing so I will provide some context and a brief overview, covering the IESO's role in this proceeding, the needs that have been identified in Windsor-Essex.


I will go through two scenarios, one covering how these needs would be addressed individually and the other covering how these needs can be addressed together.  Finally, I will review the IESO's proposed transmission cost allocation for the SECTR project.


Why did the IESO undertake the transmission cost allocation between load customers and the network pool?


In 2013, the proposed Transmission System Code amendment, section 6.3.8, noted that the IESO should undertake an assessment of the system benefits of a new or modified transmitter-owned connection asset.


At the time the SECTR evidence was prepared in early 2014, the IESO and OPA agreed that the OPA was the appropriate party to carry out that assessment, with input from the IESO.


The IESO and the OPA merged on January 1st, 2015.  Therefore, I'm here representing the IESO, but I'm referring to evidence that was prepared originally by the OPA.


I'm going to recap the important points from the presentation that Bing Young just made, and I want to reinforce that there are two regional planning needs that have been identified in the Windsor-Essex region.  I'll paraphrase these as a supply capacity need in the Kingsville-Leamington area and a restoration need which pertains to the J3E/J4E subsystem, which, in fact, covers almost the entire Windsor-Essex region.  This restoration need is based on the application of the Ontario Resource and Transmission Adequacy Criteria, or ORTAC.


Having identified the two needs, I'm going to go through a scenario of how these two needs would be addressed individually.


The SECTR project, which, as Bing Young described, consists of a new transformer station near Leamington, plus a 13-kilometre connection line, is the lowest cost alternative to address the supply capacity need in the Kingsville-Leamington area.


Addressing the supply capacity need with the SECTR project would cost the load -- if this was done individually would cost the load customers $77.4 million.


As Bing explained, a package of three investments to increase the restoration capability of the J3E/J4E transmission path is the lowest-cost solution to address the restoration need in the broader Windsor-Essex area in isolation.


The package consists of upgrading transformers, reconductering, and reactive power compensation.


The cost to the pool of addressing the restoration need in isolation would be the $22.5 million cost of those three upgrades.


The situation of addressing both needs in isolation or individually would arise if the restoration need were addressed in advance of the supply capacity need or if -- in the absence of the supply capacity need.


When both needs are identified, the SECTR project is able to address both the supply capacity need and the restoration need.


In terms of planning needs, the SECTR project is a two-for-one solution, and therefore it avoids the $22.5 million network facility investment for the J3E/J4E transmission upgrade because the restoration need will be met by the SECTR project.


The SECTR project is not a transmitter-owned connection facility that exceeds the capacity needs of the triggering load customers as envisioned in the proposed 6.3.8(a).


However, the IESO's proposed transmission cost allocation is consistent with the Board's shift in emphasis to the "beneficiary pays" principle, which is reflected in 6.3.8(a).


Because SECTR was not the same situation as stated in 6.3.8(a), the IESO applied the principle in an analogous way to the SECTR scenario.


The IESO's proposed transmission cost allocation proposes that savings from the avoided pool investment be shared between the pool and the customer.  We believe this is fair, because this way both load customers and the pool realize cost savings.


The IESO proposes that the SECTR costs be allocated in proportion to what load customers and the pool would respectively have had to contribute towards the combined cost of addressing the two needs individually, so the total cost of addressing the two needs individually is approximately 99.9 million, the sum of 22.5 million and 77.4 million.


Therefore, the percentage allocated to load customers is 77.4 million divided by 99.9 million, or 77.5 percent, and the percentage allocated to the pool is proposed to be 22.5 million divided by 99.9 million, or 22.5 percent.

Going one step further with the math, applying the 77.5 percent and 22.5 percent breakdown to the SECTR project cost of 77.4 million results in $60 million allocated to the local customers and $17.4 million allocated to the pool.

Finally, both SECTR and the J3E-J4E upgrade provide additional system benefit.  This is because they reduce constraints on generation connected at Keith TS.

These benefits occur to all transmission ratepayers and therefore are a system benefit. This additional system benefit was not a driving need for the project.

The point I want to make is that both SECTR and the J3E-J4E upgrade provide the system benefit.  So in terms of the cost versus the benefit, the $22.5 million cost of the J3E-J4E upgrade captures the value of reducing constraints on generation connected at Keith TS.

That concludes my presentation.  And I believe Bing Young is going to continue with the next part of his presentation.
Continued Presentation by Mr. Young:


MR. YOUNG:  Thank you, Tracy.  In this portion of the presentation, I'll be describing how we apply the IESO's proportional approach to the SECTR project.

There were a number of interrogatories inquiring about the alternative approaches, and I'll be describing two others which we described and provided to one of the interrogatory responses.

Before doing that, though, I'd like to recap where we have been and where we are, with respect to the Transmission System Code provisions which guides and informs the three approaches that I'll be describing.

Previously, when section 6.3.6 existed, customers pay for only costs above what the transmitter was already planning to do to address system issues.

This would have corresponded to, in the specific language of 6.3.6, the "otherwise planned" provision.

Then the 6.3.6 provision was removed as part of the August 2013 code amendments, and supplementary amendments were subsequently proposed.  But these haven't been finalized yet; the EB-2011-0043 proceeding is still active.

In the interim, Hydro One continues to rely on the old rules until the one are new ones are in place; that was up until SECTR.

With the SECTR project, Hydro One has proposed a cost allocation method that, while different in some aspects, is nonetheless consistent with the "beneficiary pays" principle that underlies the supplementary proposed amendments.

The three cost allocation approaches that I'll be reviewing was described in the interrogatory response in tab 2, schedule 7.

In that interrogatory, the approaches that were described includes the approach where customer pays in excess of the pool's avoided costs; the proportional benefit approach, which is the SECTR proposal; and thirdly, the approach where the pool pays in excess of the customer's avoided cost.

Approaches A and C effectively form the bookend on the range of the cost allocation outcomes.

I'll start with approach B, and I will do approach B on two slides for further clarity.

In this slide, for the time being, I park the discussion about the work at Kingsville, or the reduced work at Kingsville, and the corresponding Kingsville cost reduction.

So, in this table, the cost of the SECTR project is divided up into the line in station facilities in the first column, and then the cost responsibility between the customers and the pool per the line in the stations are then described.  And then finally, on the last column, the corresponding capital contribution that's based upon the customer's responsibility is also illustrated.

So, applying the allocation strictly with the -- based on the IESO's cost allocation of 77.5 and 22.5, this is what the split would be, $60 million for the customers, 17.4 for the pool.

As part of the SECTR investment, we are proposing to reduce the sustaining work at Kingsville, which has a cost sustaining reduction or benefit of $6 million.

And so how best -- so this table is essentially updated to reflect that, and the bested way to follow this table is to look at the station facilities portion.  Earlier, without the Kingsville cost reduction, the station cost would have been $32 million, cost allocated 77 and a half and 22-and-a-half.

But because there is a station benefit or effectively a cost reduction of the station facilities, that works out to 26.1 million.  And then applying the 77.5 percent allocation to the customer, that results in the cost responsibility of 20.2.

And then of course, the difference is calculated for the pool, and all of the other numbers fall out of that.

The top row with the transmission line facilities, with respect to the cost responsibility, that doesn't change.

MR. FERGUSON:  I'm sorry to interrupt, but before you leave that slide, could -- the $6 million, is that credited to the load -- to the customers?

Is that essentially what this slide is supposed to tell me?

MR. YOUNG:  Well, the savings of $6 million is a reduction in the work that the transmitter would have done.

So just like the -- and that's facilitated by the SECTR project.  And so just like the SECTR project, we are proposing to also allocate that, the savings, to the customer and the pool as well.

MR. MONDROW:  Sorry, that's what I wanted to clarify.  Thank you.

MR. YOUNG:  In approach A, the customer pays in excess of the pool's avoided cost.  This approach is effectively the application of the former section 6.3.6.

And perhaps the easiest way to follow this table is to look at the total allocation to the pool.  Essentially in this approach, the system would have paid $22.5 million for the package of three investments referred to as the J3E/J4E transmission path upgrades, and the system would have also have paid $6 million if it were to refurbish three transformers.  So the pool would have paid the $28.5 million.

So in this approach, then, the customer for the SECTR project would effectively pay anything above that.  And then again, all the rest of the numbers follow out from that.  And as you can see, the capital contributions numbers are also adjusted to reflect that.

In the third approach, approach C, is where the pool pays in excess of the customer's avoided cost.  So this one is perhaps the easiest to explain.

The investment here represents the minimum investment required for the customer, so the customer funds all of it and the pool doesn't fund any of it.

So I know the capital contribution part is near and dear to everybody, so to summarize, I've provided a table here which shows the capital contributions as broken down into lines and stations and the total for the three approaches.  And the SECTR approach is the approach B.

We believe that perhaps A and C is not as appropriate, simply because in one or the other there is some degree of free ridership by one party or the other.  And we believe that the SECTR proposal, you know, is fair and clear and relatively straightforward to apply, you know.  Both parties benefit, so both should pay.

Really, the benefits are quantified effectively by the cost of -- as if each -- in the event that each were to make their own independent investments.  So the SECTR investment is allocated proportional to those benefits.

That completes this section.  I'm going to now turn it over to...

MR. RICHMOND:  Bing, could I just ask one clarification?

MR. YOUNG:  Sure.

MR. RICHMOND:  So in your -- you had mentioned when you started that we were in the progress (sic) of doing this code amendment and you decided to go forth with a proposal which you thought reflected that.

The proposal A that you put forward there, could we say that that would have been the proposal that you would have made in the old world?

MR. YOUNG:  That's correct.

MR. RICHMOND:  So that reflects the past history, then.

MR. YOUNG:  That's right.

MR. RICHMOND:  Yes, okay, thank you.

MR. YOUNG:  I'll pass it over to Michael.
Presentation by Mr. Satchell:

MR. SATCHELL:  I'm going to provide an overview of the actual economic evaluation calculations.

First I want to start with a generic diagram that was provided in the pre-filed evidence, and I want to emphasize that these are only illustrative numbers and bear no resemblance to the actual SECTR estimates in this particular slide.

At a high level we'll start with the yellow arrows, which represent the system benefit assessment, which subdivides the project cost between the pool and the customer.

The customer cost, the first is then -- forms part of the usual TSE capital contribution, economic evaluation calculations in this case between Hydro One TX and Hydro One Distribution.

Then the next set of three arrows represent that that capital contribution is intended to be allocated amongst the embedded distributors, including Hydro One.

There is then a further second step, where that capital contribution allocation is further allocated amongst each distributor's large customers and ratepayers generally.

So I just want to mention that economic evaluation calculations are performed individually for each pool in the case of SECTR.  There's the line pool and the transformation pool involved.

This arrow diagram is extracted from the interrogatory responses, and it reflects the actual project cost estimates used throughout the evidence.

Again, the yellow arrows represent the system benefit allocation that was discussed earlier in the presentations, allocating in this case the project cost to customers in the amount of $35 million, approximately.

The next blue arrow represents the standard CCRA agreement between Hydro One Transmission and Distribution and the resulting $31 million capital contribution payment.

This is an estimated amount at this point.  The actual amount of capital contributions would only be known at the time that the actual CCRA is signed and with the respective inputs at that time.

Then the next set of three arrows represents the allocation of that capital contribution amongst Hydro One and the three embedded distributors in this case.

Then there's another step where -- at the far right, where the allocation is further allocated down to new ST customers.  In the case of Hydro One, the new ST customers as a group are estimated to pay 12 million in capital contributions, with the remainder staying with ratepayers.

You'll also notice that there's boxes there to further allocate each of the embedded distributors a capital contribution to their large customers, but Hydro One does not have sufficient information at this time to actually provide an estimate of those amounts.

As I mentioned, there's two pools.  This is the transformation pool arrow diagram.  It essentially mirrors the line pool allocation process, and I'm not going to walk you through all the numbers in this case.

Finally, this slide basically summarizes the two arrow diagrams into a single chart, showing the total capital contribution at $39 million, approximately, being allocated to each of the distributors, and then Hydro One Distribution further allocating $12 million to its new ST customers.

You will notice there is an unallocated capital contribution line showing a total of $2 million.  That's a function of the subdividing the various -- the load inputs into the economic evaluations into the sub-components for each of the embedded distributors.

In this case, we are proposing that that $2 million would not be further allocated and in this case would remain with Hydro One Distribution.

With that, I'll pass it over to Paul.
Presentation by Mr. Brown:


MR. BROWN:  Thank you.  So you've heard a bunch of the cost allocation processes, and a lot of the information and numbers that Michael was just sharing with you are based on load forecast information, and so we thought it was important because there's been lots of questions around load forecast.


And beginning with the SECTR filing, we did a top-down approach that began with using historical loads from the Kingsville feeders, and just for clarity, Hydro One Distribution is the only transmission-connected customer at Kingsville, and then the three local distribution companies are then embedded within our distribution feeders.

And so when you take a look at the history, it included all four distributors' loads.  And basically what we did then, using the historical loads as a starting point, we applied some information that we had around forecast large connections that came from an Essex Energy report that was undertaken with a view of saying, what do we think the economy is going to do down in this area over the next number of years.


And so that was all added in as a step function increase to the load forecast, making the assumption that all of those customers would join once capacity was made available.  And then after that, those large connections were undertaken, the go-forward view was basically an econometric view of load increases over the longer-term.

So when we actually take a look at those load forecasts afterward, we then would apply distributed generation impact and CDM impacts that would then provide a gross view of the forecast for Kingsville.

So what I did was I just put together a very simple diagram on the next slide here that sort of shows what that Hydro One load forecast looks like.  And basically what we had in 2005 when we started this whole process was a -- we did so in the absence of 2012 actual loads. So what we did is we forecast what those would be under peak conditions.

That number turned out to be roughly 143 megawatts, and then what we did is we added -- in each of 2013, 2014, 2015 and 2016, we added those large customer connection loads that were given to us by the Essex energy report.  And that sort of informed the short term load forecast in the 2013 through 2018 time period.

The econometric view then began in 2018 through onto 2043, at around 1.5 percent load growth per year between '18 and '20, and then a net load growth per year of roughly about .7 percent pretty much going forward from 2021 through to the end of the period.

And it was quite simply as easy as that. That was what was done in the beginning when we were applying for the SECTR filing, I guess -- and, you know, planning for the needs in the Leamington area.

In some cases, though, I think the load forecast and cost allocation chronology is kind of important for us to really think through here.  So I'm just going to kind of walk the group through a little bit of what has happened up until sort of today.

Going back in 2005, the load forecast information was a top-down approach, as we described in the previous slides.

In 2013, we began engaging the E3C utilities, and we got a first set of load forecasts from each of the utilities that were generally aligned with the top-down approach.

In January 2014, Hydro One submitted the SECTR application, and shortly thereafter we received a second set of forecasts which were a little bit lower than the 2013 numbers, probably a little more -- you know, a closer look being done by everyone around load forecasting.

And in August of 2014, we began to provide capital contribution estimates at the request of all of us, to determine what the cost allocations might look like, and those had been developed using the 2013 the forecast, not the subsequent forecast.

And really, we did that because we were imminently going to be filing the SECTR, and we wanted to make sure that all of our numbers were consistent at that point in time.

Really, when we look at the load forecasting, it's really for illustrative purposes when you look at the differentiation between utilities.

Once we start to get into granularity, a lot of the load forecasts are going to depend on how much the expenditures are associated with the project, particularly when it starts to come to our assumptions around the large customers and what they may be or not -- what they'll be willing to pay and maybe not willing to pay for a particular size of service.

So, in November of 2014, the E3C intervened in the proceeding and certainly quoting concerns about the size of the capital contributions.  I can suggest Hydro One distribution is probably still as concerned about the size of the contributions as you folks are.  So we provided a second set of capital contribution estimates that are based on the more recent March 2013 load forecasts.

So the result of that, some of the load forecast had been dropped in terms of the increase levels year over year, and the resulting capital contributions for those largely dropped as well.

And so I think that's all I wanted to enunciate, just to sort of say this is the path we've gone down to date, and that ends my presentation.  Thank you.

MR. YOUNG:  I think Michael had one other slide to add before I wrap up.
Continued Presentation by Mr. Satchell:


MR. SATCHELL:  Thank you, yes, we have -- we performed one scenario.  So just to recap, the base capital contribution which we calculated and I showed you in the arrow diagrams was $37 million, approximately.

We also performed a scenario where we assumed that no new ST customers signed up to the project.  As you can see, the capital contribution increases from $37 to $48 million.

The scenario is meant to highlight potential shifts in the capital contribution, and the subsequent allocation to the distributors.

In this particular scenario with no new ST customers, the shift is due both to a reduction in the load forecast, and capacity -- the capacity assignment, which influenced the cost allocation as well.

MR. MONDROW:  If it's not inappropriate, could you just spend another two minutes explaining why there's a shift?

MR. SATCHELL:  Sure.

MR. MONDROW:  If that's okay, Michael.

MR. SATCHELL:  The first shift -- so just to make sure the scenario is clear, the scenario is that there is no new ST customers, so --


MR. MONDROW:  Anywhere?

MR. SATCHELL:  In our scenario, yes.

MR. MONDROW:  To any of the distributors.

MR. SATCHELL:  To Hydro One distribution in this case.

MR. MONDROW:  Okay, thank you.

MR. SATCHELL:  By removing those customers, there is simply less customers to -- as part of the project, so we assume that that load just never exists.  So the load forecast, in general, is lower.  And as far as the economic evaluation, load turns into assumed revenue which contributes to the project.

MR. MONDROW:  Thank you.

MR. RICHMOND:  Michael, could you just -- when you say ST customers, you are saying sub transmission, so you're just -- that's your lexicon for large customers.  Is that the intent?

MR. SATCHELL:  Yes, we are using those two interchangeably.

MR. RICHMOND:  All right.  Thanks.

MR. SATCHELL:  Now I'll turn it over to Bing to wrap up.

MR. YOUNG:  Thank you, Michael.  Just a brief summary from all the presentations that we've heard this morning.

Fundamentally, it's been described and presented that there are two key needs in this area.  There is a customer need to address the capacity to meet the load growth in the Kingsville Leamington area.

There is also a system need to meet the ORTAC requirement for restoration issues.

Now, instead of two projects, the one SECTR project that's being proposed can address both the system and the customer's needs.  Hydro One and IESO, for the SECTR project has proposed a proportional benefit cost allocation that is consistent with the "beneficiary pays" principle.

Hydro One distribution has also proposed to allocate the upstream transmission cost among the distributors and to the major customers, ST or large customers.

We've also reviewed a little bit about the Transmission System Code that has brought us here, some of the load forecast assumptions, and the cost allocation costs.

We've illustrated the cost allocation cost, you know, based on some of the proposed -- based on the proposed approach and some of the other two approaches that were discussed.

For the purpose of the discussion of the cost allocation method, I guess one key message I'd like to leave is perhaps that we don't necessarily -- I mean, for that purpose, we don't necessarily need to be that focused on all the specific detail on all the specific split.  No cost allocation is going to be perfect, and really, you know, the actual cost and split will ultimately bear themselves.

This will occur when the actual number of customers show up, the finalized load customers appear, and then when the actual project costs for both transmission and distribution are determined.

I think the key here is that for the purposes of the proposed cost allocation method that we talk about in terms of, is it fair?  Is it reasonable?  Is it clear?  Does it cover most of the situations?  And is it relatively easy to apply?  And fundamentally, does it result in lower costs for all parties?

So with that, that concludes this morning's presentation, and I guess we'll be happy to take questions at this point.
Preliminary Matters:

MR. MILLAR:  Thank you very much.  I think that's been very helpful.  I didn't have a chance to speak with the intervenors beforehand, but has an order been agreed to or is someone looking to go first?

MR. MONDROW:  I don't think we have an order, Michael, and I'm not actually volunteering to go first, but as a preliminary point I wondered, Michael Engelberg, if we can get at least electronic copies of these presentations now?

MR. ENGELBERG:  Certainly.

MR. MILLAR:  Yes, in fact, thank you for reminding me of that, Mr. Mondrow.

Would you like to have these marked as exhibits, Mr. Engelberg?  I understand you're happy to share them, but for them to be on the record we should mark them.  I don't know if you've given any thought to that, and if you want a moment to think about it that's fine too.

MR. ENGELBERG:  We haven't given thought to it, but that's fine.  Whatever is easier to make them...

MR. MILLAR:  Okay.  How about after the break, just because I think there are several of them, and we can work out the logistics, but we will provide those with exhibit numbers after the break.

MR. MONDROW:  And just to be clear, and this may be difficult, but -- well, maybe at the break you can think about it.  I wondered if through staff we may be able to get at least to the listed parties the files e-mailed so that we can have them to refer to as we go through the day.  That's the problem I'm having.  I mean, I realize your folks will take us back to slides if we need to, but it is helpful to have the slides in front of you, so I'm not expecting you to do it at the moment, but maybe at the break you can consider whether someone can send them to Michael, someone on Staff, and they can be circulated.  I assume that's not difficult.

MR. MILLAR:  We're happy to do that, but Hydro One would have the full distribution list as well, and if they're prepared --


MR. MONDROW:  Okay.   Yeah.

MR. MILLAR:  -- to send out electronic copies, maybe you can take out the middle man.

MR. MONDROW:  I'll leave that with you --


MR. ENGELBERG:  I'll look into whether that's possible.

MR. MONDROW:  Okay.  Thank you.

MR. MILLAR:  And Mr. Mondrow, since your mic is on, do you have any interest in leading the charge?

MR. MONDROW:  I can start.  I'm not sure if I can cover them all.  I may have to come back again.  But maybe just first on the presentations, I have a couple clarifying questions if that's appropriate.

MR. MILLAR:  Okay.  I guess our hope is that parties will go one by one and finish everything they have.  Is there anyone who is prepared to go and ask all of their questions that they have remaining?  Mr. Higgin?
Questions by Dr. Higgin:

DR. HIGGIN:  I'm Roger Higgin.  I am a consultant for Energy Probe.  We submitted in writing three follow-up questions, so I'm basing my follow-ups predominantly on those questions.  I don't know whether you have those questions from Energy Probe available, but I will be going mainly through those and asking a few clarifications.

So anyway -- okay.  So we're going to start with the first question.  By background, we've talked about the way the cost allocation has been done in the past and that this is the first time -- this is what the background indicates -- that this has been applied in this way to a transmission project or projects.

If you look at the last background it says:

"Hydro One acknowledges that a proportionate benefit based on all project costs -- and that's the key -- will be arguably purer."

And then we go on and we talk about the three components, of which the last one is the upgrade to the transformers.  Okay?  Which happens, in our view, to be a coincident matter with the restoration and so on.

It is coincident, but it is driven from the load, okay, the load requirement, as well as the system integrity having to replace those transformers, but it is also load-driven.

So the question I think I have is:  Is this a normal procedure then where you have coincident system upgrades, restorations, with transformers?  Is this a unique case or is it particularly a special case?  Because the two things came together at the same time, and therefore the 6 million is going to be included and allocated as well as the system restoration and upgrades.  That's my question.

MR. YOUNG:  Certainly there is a timing element to it, but I would first clarify the question that was posed in the interrogatory.  I think there seems to be a little bit of confusion on the Leamington transformer, 19.3 million.  The savings of the transformer work at Kingsville is $6 million.

Our ability to take advantage of that -- and so I would characterize that as an opportunity.  Because of the planning that was going on to address the two main needs at -- in the Kingsville-Leamington area, by virtue of the fact that with the Leamington facility that load could be transferred, it offered an opportunity to avoid some sustainment work.

DR. HIGGIN:  Right.  So that's the avoided cost piece, but there was still a need for transmission station at Leamington to meet the incremental load; correct?

MR. YOUNG:  That is --


DR. HIGGIN:  The 19.3 million was still --


MR. YOUNG:  The 19.3 million is not the Leamington one --


DR. HIGGIN:  No, what is the cost then of the upgrades required at Leamington, including your proposal to transfer load?

MR. YOUNG:  So the Leamington station and the line is $77.4 million.  I believe where the confusion is is that 19.3 million represents the distribution costs.

DR. HIGGIN:  Correct.

MR. YOUNG:  Right?  So once the station is built, of course, just like in any other transformer station investment, then the distributor would then have to spend -- provide some investment to provide that distribution infrastructure in order to supply their customers.

So the 19.3 million refers to the distribution costs.

DR. HIGGIN:  Okay, so now we come back to the original policy issue and the methodology, and that is you had coincident needs in this case and you were able to combine them.

That may not happen.  You may not have those things happening together.  Any methodology that's proposed should be robust enough, in my view, to be able to deal with those circumstances, all of those circumstances, where there is restoration, system upgrade, as well as incremental load to meet -- facilities to meet incremental load.

I'm not sure that the methodology that you proposed would encompass all of reasonably foreseen circumstances.

MR. YOUNG:  I think our proposed methodology is not time-sensitive.  I think what is time-sensitive is what ultimately falls out of that.

Obviously, if there is two or more investments that could be integrated when the planning work is done, then there's an opportunity to do so, but this cost allocation proposal could be followed in that situation or it could be followed in situations where timing doesn't result in more projects to be integrated.

DR. HIGGIN:  So that's a planning issue because -- how can I put it to you?  The methodology again has to be able to encompass all of those things.

And the question is:  Where is that time frame from a planning perspective, what coincident things can be put together to meet the requirements, say, within a five-year outlook period?

That's the question, and how does that impact on the planning process?

MR. YOUNG:  I think you need to separate what is the planning work and how that planning work identifies what needs, what opportunities, what potential investment versus once that's determined, then how do you apply a cost allocation approach.

I don't think that a cost allocation approach needs to be different depending on how the planning work occurs -- or perhaps I'm not clear on your question.

DR. HIGGIN:  No, I think that -- go ahead.

MS. GARNER:  If I could add something?  Our proposed allocation methodology comes back to being consistent with the "beneficiary pays" principle as the basis of our methodology.

So I believe that principle could be applied in a range of different cases.

DR. HIGGIN:  I would come back to you and say there is an element of avoided cost in this allocation, and that is a time-sensitive issue.

If you look at part (g) of our question, that's where I'm going on this particular discussion.  I'm trying to clarify part (g).

MR. YOUNG:  I think the time aspect only -- or largely relates to how many investments are identified, or can be integrated at any point in the planning process.

But I don't think that necessarily calls into question the cost allocation approach.

The cost allocation approach could, you know, in response to the interrogatory, could also be applied across regions.  You could have a situation -- and this again will be subject to what is known at the time of the planning work.  But, you know, there is a number of regional planning activities going on, and it could -- there could be potentially a scenario whereby a facility in one region is required to address, let's say, capacity needs in that region.  However, by doing that investment, it addresses some other system need in an altogether different region.

There's nothing that precludes that.

DR. HIGGIN:  From a planning perspective, I totally agree with you.  What I'm saying is the economic evaluation then and the optimization -- we'll call it that word -- is time sensitive, and it relates to the coincident nature of the projects, which, in this case, there is a coincident requirements and they can be met together. That's the issue.

MR. YOUNG:  I guess I would maintain that that's true of all planning investments.

DR. HIGGIN:  Thank you.  I'd like to ask a few questions to follow up on the load forecast.  I think there will probably be more on this.

Just to clarify one thing before I ask -- and I'm going to go to question number 2, but this is a clarification.  If we could look at the response to Board Staff Interrogatory No.4, that's Exhibit IP2, tab 1, schedule 4.

I think this may be to Mr. Brown -- but anyway, okay.

So the question I -- the first question is: Can you clarify whether this is the latest forecast for, in this case, the large customers and whether or not -- or whether there has been an be date.  Is this the latest forecast?

MR. BROWN:  This is something that I think -- the forecast here is what we think may still be out there in the way of demand for connections.  So it is our best guess at this point as to who may still be interested.

One of the big challenges that we’ve had is that we find it is very difficult to get in front of these customers who are interested in connecting, and not be able to tell them how much it's going to cost them to connect.

So we were very eager to try to get through this process, so we could then provide them with some better information to allow them to make good decisions, and allow us to better understanding the forecast certainty.

DR. HIGGIN:  Right.  So my math, if did I it right, says this is 19.8 megawatts of requested connections.

Would that be your --


MR. BROWN:  I'll trust your math, subject to check.

DR. HIGGIN:  Where I'm going to go now is with question number 2, and to element number 3.

And the concern here -- let's just lay it out, the concern -- is that in addition to the uncertainty, and you've outlined some of that uncertainty, it is a question of cost benefit for those customers, how many will actually sign up, et cetera, is the DG question.

And the DG question here is big, because these customers have applied, according to the next question, for a number of DG facilities on the CHPSOP2.0.

So the question big question is: When and how will you take into account CH -- I have to go again -- CHPSOP2.0 and its impact on the load, and how will you deal with that?

So that's the fundamental question.  And then the subsidiary question is:  When is an adjustment to that, in terms of the true-up?  When would that occur?  That's the second question, if I could condense those things to two questions.

MR. BROWN:  Currently we have a load issue at the Kingsville station, and so there are all kind of distributed generators already connected to the Kingsville feeders.  So what that has had the effect of is lowering the amount of demand on Kingsville.

But in terms of our forecast plans, we're bumping along.  We have to make this investment; we have to move forward with this investment.  We're not considering -- we haven't considered DG payment around the contribution towards this increased load and this new investment that we're going to undertake.

The investment is to address a load issue, and all of the cost models and scenarios have been made with the view that we're having load customers foot the bill for that.  So that's the way the models have been managed.

DR. HIGGIN:  My question number 3, if we could just look at it, postulates a scenario where coming out of CHPSOP2.0, there could be -- well, the applications are 219 megawatts, and you are saying here in the response to the interrogatory "evaluated for contracts up to 75 megawatts." That's understandable.

So the fundamental question I think we're having is whether and how that should be taken into account, and perhaps I'm more concerned not about meeting the load, but about the financial implication and the cost implications of adding 75 megawatts of DG in the area and how would that impact on the load and the contributions.

MR. SATCHELL:  In terms of the economic evaluations and capital contributions, there is a true-up procedure in the code, which would occur approximately every five years.

As part of that true-up process, there are adjustments for qualifying DG adjustment events that occur after in service, which basically give credit for DG that's occurred after the initial CCRA.

DR. HIGGIN:  I understand that.  I'm talking about the first -- up to 218 here.

My question deals with the next window where some of these contracts will be actually awarded and in place prior to in-service.  That's the question.

MR. BROWN:  Sorry, are you speaking prior to in-service of the new station?

DR. HIGGIN:  Yes.

MS. GARNER:  I can give a very high-level response to that.  High-level because I'm not directly expertly involved in the procurement portion of the IESO's programs.  In fact, I think, if it's fair to do so, the details are available as part of the program information, but the contracts that have been offered for CHPSOP2.0 in the Kingsville-Leamington area have been based on the expected capability to connect generation at the new Leamington TS, and --


MR. YOUNG:  So in other words, they would not come into service before the station was in-service.

MS. GARNER:  That's my understanding.

DR. HIGGIN:  Can you clarify for us whether that is actually the case or whether some of the smaller ones, for example, could be connected before, and there may be -- I would -- sorry, I would suspect that some of the GGs are looking for -- to having units installed in the smaller ones within two years.  I mean, basically that would be a typical time frame for them.

MS. GARNER:  These details, I believe, will have to be referenced with respect to the standard offer contract for that program.

DR. HIGGIN:  Uh-hmm.

MR. YOUNG:  But clearly, any of the new projects that are being awarded that are intended to connect into the Leamington supply area won't be able to do so, of course, until the station is built.

Now, the only question is:  Are there any generators that might be able to connect to the Kingsville area?  Now, at the moment the Kingsville limitation is such that, like, with the exception of some very, very, very small amount of generation, there is no capacity -- virtually no capacity at Kingsville to connect further generators, so the expectation of generators showing up prior to this project being in-service I would expect to be very low.

DR. HIGGIN:  So then we can take it that there will not be any adjustment to the economic analysis resulting from adding DG prior to '18 in-service; is that what we can take from it?

MR. BROWN:  Yes.

MR. YOUNG:  That's a reasonable expectation, yes.

DR. HIGGIN:  Thank you.  Mr. Millar, those are my questions.  Thank you.

MR. MILLAR:  Thank you, Mr. Higgin.

We were going to take a break around eleven o'clock.  I don't suppose there is anyone who has a five- to ten-minute series of questions that wants to go now?

Not seeing anyone, why don't we break now and come back in -- we'll be back at ten after 11:00.  Thank you.
--- Recess taken at 10:55 a.m.
--- On resuming at 11:13 a.m.

MR. MILLAR:  If I can ask everyone to take their seats?

Just to provide an update on the presentations, I understand they have been or are just about to be circulated to everyone's on the Board's distribution list.

If you are not on it and you want that, someone in the room will have it any moment now.  So you can give them your email address and have that forwarded on.

It will also at some point be on the Board's -- be available on the website through WebDrawer.

Mr. Mondrow, are you prepared to proceed?
Questions by Mr. Mondrow:

MR. MONDROW:  I am.  Thank you, Michael.  Thank you, good morning.

As you heard, I am Ian Mondrow, counsel for E3 coalition.  So I appreciate all the plugs that you gave us in your opening presentation, and our interrogatory response references. It is very helpful for me.

Bear with me -- first of all, we appreciate that you did these presentations very quickly and very responsively.  And this isn't meant to fault you at all, but obviously I don't have them.  So I may ask you to flip back to some pages, and I may ask you to help me find the pages.

I am going to try to consolidate.  But if I'm asking a question that I've already asked, just let me know.  That would be great.

So, first of all, if maybe I could go back, Mr. Young, to your slides.  There was one slide, one of the early slides, the first or second one, and you showed -- it was a map.

MR. YOUNG:  Mm-hmm.

MR. MONDROW:  If you could maybe go to your second slide, and I'll tell you if that's it or a different slide.  It was in your overview section in your opening.

That one, thank -- could you go to the next one?

Sorry, you can pause there, that's fine.

That was great map which I hadn't seen before, and it was great, in particular, because you had the borders of the towns and you described that Hydro One is the only distributor connected at Kingsville, and then the other distributors in the area are connected through Hydro One distribution; did I get that right?

MR. YOUNG:  That's correct.

MR. MONDROW:  Okay.  Is it possible to provide a map like this, perhaps one with -- once all the lines get on to it, that overlays the distribution territory, so we have a picture of what we're talking about electrically?

Maybe electrically is the wrong word, but in terms of who is being benefitted here and how.

MR. YOUNG:  I think that would take some time to do.

MR. BROWN:  Maybe if we had one available, that's one thing.  But you are saying you don’t have anything ready to go?

MR. YOUNG:  Yes, and also the -- unlike the transmission where, when you illustrate it like this, is relatively -- I’ll call it clean, but the distribution is much more dense --


MR. MONDROW:  Sorry, I don't want the distribution lines; maybe I mis-spoke.  I just want colour-coded bubbles that show me where each distributor is, where their service territory is, that's all.

MR. YOUNG:  Oh.

MR. MONDROW:  Just so we can get a full picture of how the distributors interact with each other in terms of transmission.  So I don't want any more electrical lines on it.  I just want some of these nice fields that you have here in green.

MR. BROWN:  Distribution service territories?

MR. ENGELBERG:  Mr. Mondrow, we will take a look at our office to see if we have something like that.  If we have something like that, we'll produce it.

But looking at the licences and trying to create it, if that's necessary, we won't be doing that.

MR. MONDROW:  So you couldn't, by way -- just illustratively, not for the purpose of us going out and staking claims in the ground.  But could you not show us where Entegrus Essex Powerlines are physically serving customers, just generally?

MR. ENGELBERG:  Generally, we can do that.  I thought you meant actual boundaries.

MR. MONDROW:   Again, I have not been clear enough.  I apologize.  I just want to have a picture of there they are physically.

MR. ENGELBERG:  Mr. Brown maybe can provide that now –

MR. BROWN:  I don't have it with me today, but I certainly can provide the rough service territories -- not down to the side of the street, or any of that kind of stuff, but the high level --


MR. MONDROW:  That would be fine.

MR. YOUNG:  Essentially four levels, or three levels.

MR. MONDROW:  Yes.  I should have been clearer.  Thank you very much.

MR. MILLAR:  So I understand that is an undertaking to provide that, and that is JT1.1.
UNDERTAKING NO. JT1.1:  to provide the service territories for Entegrus Essex Powerlines


MR. MONDROW:  Now, there was some discussion this morning of the system restoration topic, and how this project addresses and improves system restoration capability, and the overloading at Kingsville topic.

Are those the same things?

MR. YOUNG:  No.

MR. MONDROW:  The Kingsville overloading is an issue of Kingsville transmission station now not having capacity to add any more load and indeed, to some extent, already being overloaded electrically; is that right.

MR. YOUNG:  Yes, from a capacity issue, there is need to address the limitations at Kingsville.

MR. MONDROW:  And is that a recent need?

MS. GARNER:  I can just describe that.  If you could refer to exhibit -- it's the OPA's evidence of need, and I believe it's B1.5 -- yes, B1.5, figure 11.

MR. MONDROW:  You don't have an Adobe page number by any chance?

MS. GARNER:  It is the page numbered 25, but I don't know If that –- it will be around there.  Do you have that?

MR. MONDROW:  I will in a second.  Could you give us the reference again, please?

MS. GARNER:  It is B1.5, figure 11.

MR. SATCHELL:  It's on the screen.

MR. MONDROW:  It's on the screen.

MS. GARNER:  It is entitled “Historical and forecast demand and supply capabilities in the Kingsville-Leamington subsystem."

Bing mentioned earlier in his presentation that the planning capability for the existing Kingsville TS is 120 Megawatts, which is the lower of the two horizontal lines on the figure.  So that represents the planning capability of the existing station.

And this figure, which was prepared in early 2014, shows what we refer to as the actual demand at the station from 2004 up to 2013, which was the latest available at the time this exhibit was prepared.

Those values show that the -- this is peak demand, and it has exceeded planning capability of the station for that entire period.  So we would characterize this as an immediate need for additional supply capacity at the Kingsville-Leamington area.

MR. MONDROW:  Well, it would have been immediate in 2004, too, right?

MS. GARNER:  It has been a -- the station demand has exceeded the planning capability of the station since 2004.

MR. MONDROW:  But at least since 2004?

MS. GARNER:  That is the earliest data available.

MR. MONDROW:  Okay.  The system restoration problem, Mr. Young, that you outlined with a great diagram which was very nicely developed, by the way, so thank you.  That's not a new problem, is it?  That problem's been there for maybe forever?

MR. YOUNG:  Well, it has been around for a number of years.  And similarly, with the capacity issue at Kingsville, we have been aware of it for a number of years.  In fact, the planning for the Leamington investment started all the way back in 2008-2009.

You know, we sought environmental assessment approval for that project, with the expectation of perhaps starting that investment actually sooner.  But it wasn't until the economic downturn in '08 and '09 -- as you can see, the load dropped off quite a bit and was trending downwards.  So then, at that point, we felt it prudent to delay the investment until such time as there was better indication that the load was going to pick up, and that it would be -- and that growth would be persistent over a -- over the longer planning period.

Now, I just want to quickly clarify my earlier response?

MR. MONDROW:  Sure.

MR. YOUNG:  With respect to restoration, all the loads in the 115 kV system that I showed there is related in that respect.  So that when you lose the 230 kV supply, it's the whole area load that needs to be supported.

So in that respect, the Kingsville load is related.

MR. MONDROW:  Fair enough, and the generators indeed are affected.  There are a number of generators in the area; they'd be affected too.

MR. YOUNG:  That's correct, and the generators, once the restoration begins, will help with the restoration, of course, because they support the area, especially the generators that's connected to the 115 kV system.

MR. MONDROW:  Right, but they get shed first and then they come back.

MR. YOUNG:  Right, just like the load.  Everything --


MR. MONDROW:  The load is not getting paid, but -- can we go to your slides again?

MR. YOUNG:  Sure.

MR. MONDROW:  And maybe let's just start with slide number 4.  Maybe that's the one I'm thinking of.  Yeah, that's a good one right there.  Thank you very much.

So I just want to make sure I understand the power flow relief that the new Leamington transmission station is going to provide.

So it's my understanding that, before we get the Leamington transmission station, the power flow -- the green lines are --


MR. YOUNG:  Represents the flow on the 115 kV system.

MR. MONDROW:  Which is the lower voltage system.  The blue lines are a higher voltage, right?

MR. YOUNG:  That's correct.

MR. MONDROW:  Okay.  So the power comes from the right side of the diagram, and to get into the load area that we've been talking about, Kingsville-Leamington, that area, the power has to go through the Keith station and then up around the top of this diagram, the green lines and then down.

That's now, right?  And my understanding or my assumption is that when you build Leamington there is another path off the high voltage system; you don't have to go all the way around this loop, you can get off earlier, and that's what relieves -- that's what aids with restoration and relieves restraints.

MR. YOUNG:  Scully, could you advance the slide one more, just one click, just so -- all right.

So that is correct, but I'd like to just augment that.

MR. MONDROW:  Please.

MR. YOUNG:  How the Leamington station addresses -- so before Leamington, when you have the situation, the system, the 115 kV system, cannot support the whole load in the area, so that's represented by the -- in the bar chart represented by the red.

So there's effectively two ways to address that.  You either -- you could bring more supply into the 115 kV system or you take load away from the 115 kV system.  So effectively with the Leamington investment and the transfer of 95 megawatts you are taking load away from the 115 kV system, and that's how you address the unsupplied load issue.

MR. MONDROW:  And -- okay, that's helpful.  But this slide -- that's very helpful, actually.  Thank you.  And this slide addresses restoration, which is a different issue, isn't it?

MR. YOUNG:  It addresses restoration, yes.

MR. MONDROW:  So the ability to take load off the blue system, I'll call it, because I forget the numbers, also helps with restoring the area in the event of loss of --


MR. YOUNG:  Yes.  So by virtue of the fact that the Leamington investment addresses the capacity issues, and as part of that it provides a load transfer -- or removes load from Kingsville and puts it on to Leamington, by doing that it reduces the load and therefore addresses this restoration issue.

MR. MONDROW:  Right, and also relieves the Keith, I think they're auto transformers.

MR. YOUNG:  That's correct, because those are the two elements, the Keith auto transformer -- and an auto transformer is a transformer that transforms the voltage from 230 to 115, so they would be constrained, as well as the 115 kV circuits between Keith and Essex, the J3E/J4E, they would be constrained.

So if you couldn't take load off Kingsville, then the system approach to address it would have been, if you could back up a couple of steps yes, sorry, right there.  One more.  Advance.  Yeah.

So if you were unable to take load away from Kingsville, then the system approach to addressing the restoration problem is to upgrade the autos at Keith and also upgrade the 115 kV circuits, and because, as you notice the thicker green bar, it means that because a significantly higher level flow is coming into the 115, there is also a voltage performance issue, for which then some additional reactive support is required, and that is in the form of an additional capacitor bank.

MR. MONDROW:  And if the green system were lost, would the blue system downstream of the map we're looking at be affected?

MR. YOUNG:  If the -- so if the -- right now the only supply path in this scenario to the entire 115 kV system is via the path from Keith.

MR. MONDROW:  No, I understand that, but if that path were interrupted because those auto transformers are overloaded, what happens to the power that's flowing out of this page to the left on the blue system?  Does anything happen to it?

MR. YOUNG:  Well, what would happen in -- so in the absence of investment, obviously the equipment wouldn't be allowed to be overloaded in the operational time frame.  So measures would be taken to reduce the flow transfers such that those ratings would be maintained.

So what that would mean is then in the operational time frame the operators would then have to decide what loads to drop off, right?  So --


MR. MONDROW:  What load to drop off of the green system.

MR. YOUNG:  That's correct.

MR. MONDROW:  But I'm trying to figure out whether any of those contingencies would have impacts downstream -- and "downstream" may be the wrong word for an electrical system -- but outside of the page we're looking at.  These -- and I'm sorry, you're being very good at answering me as an engineer when I'm speaking like a Luddite, but the green lines -- sorry, the blue lines -- the green lines are the subsystem that we're talking about, the regional subsystem.

MR. YOUNG:  That's correct.

MR. MONDROW:  They're fed by the blue lines, and the blue lines feed the rest of the province, so I'm trying to determine, if something happened on the green system, would there be impacts to all the ratepayers in regions that aren't shown on this map, because the blue lines knit the green system to the rest of the grid.

MR. YOUNG:  Tracy would like to jump in.

MS. GARNER:  I will just carry on from what Bing was describing and answer your question, that the blue lines in this figure are the 230 kV system, which is supplying the region from the rest of the province by the Chatham direction, and under this contingency the small portion of the region's load, which is served by the 230 kV system, specifically through Malden TS and Keith TS, those -- we've described it in the evidence that the J3E/J4E subsystem, which is what the restoration need pertains to, only includes that the 115 kV system.  It does not include those stations, but there are only those two that are supplied from the 230 kV system.

MR. MONDROW:  So the C21J and the C22J portions of the higher voltage system continue operating uninterrupted despite issues, load shedding, other response mechanisms that are taken in respect of overloading or loss of capacity on the green system.

MR. YOUNG:  Yes.  That's right.

MR. MONDROW:  That doesn't affect the C21J and C22J.

MR. YOUNG:  That's correct.  It doesn't.  What would happen is that that blue arrow there would just get smaller, because --


MR. MONDROW:  Would that not have an impact on the regions fed -- I guess this would be west or left on our diagram of Keith?

MR. YOUNG:  I think there would be an issue if -- for whatever contingency were to happen on the 115 that causes the blue arrow to get bigger, then there might be an issue, but in this case, once load has to be reduced, the blue arrow will get smaller, so --


MR. MONDROW:  Would it impact any generators?

MR. YOUNG:  On the 230 kV system?

MR. MONDROW:  Yes.

MR. YOUNG:  No.

MR. MONDROW:  They would all operate the same whether the green system was functioning or not?

MR. YOUNG:  In this system they would.  Other than perhaps maybe some of the generators that are tied to the green system, for which, you know, when the operator sheds load, if the generator is with the load, then that -- those generators would be affected.

MR. MONDROW:  Okay.  I'll have to think about that.  Thanks.

Could you go one slide forward -- one slide later, please.  Oh, no.  Back, there, right there.  That 30 that remains red, why aren't you addressing that?

MS. GARNER:  We described in the evidence that the SECTR option or SECTR project substantially addresses the restoration need in the J3E-J4E subsystem.


Restoration is quantified based on a criteria of the Ontario Resource and Transmission Adequacy Criteria, or ORTAC, and is quantified in terms of extreme weather peak demand.  So that's what these numbers in the bar chart are based on, extreme weather, time of extreme weather peak and a worst case kind of contingency.


In reality, such a contingency could occur at other times, or even if such a contingency were to occur at a time of extreme weather peak, which is the maximum demand through the J3E-J4E subsystem, the criteria give a timeframe in which restoration must be completed.  And it's reasonable to understand that as time passes away from the single point in time which is the extreme weather peak, then the demand in the region declines naturally away from that peak.


Therefore, given the timeframe available to carry out the restoration within the criteria, the actual demand in the subsystem remaining to be restored will decrease, and will be restored.  So that we feel that looking at the extreme weather peak, and substantially meeting the restoration criteria at peak, is a reasonable approach.


MR. YOUNG:  Or perhaps another way of saying it is that the risk of that 30 megawatts of not being supplied in the event of this situation scenario, is very, very low.


MR. MONDROW:  Perhaps another way of saying it is the risk of being unable to supply anybody is lower because there are only 30 on the margin, rather than 122.  So you'd need even more extreme weather to cut any of the 30 off than would cut off any of the 122.


MR. YOUNG:  Or another way to perhaps say it is that the extreme weather peak only occurs a very, very small percentage of the time.  Other than that very, very small percentage of the time, that 30 megawatts is covered off.


MR. MONDROW:  Much more eloquent, thank you.  Okay, thanks.

You talked this morning about the previous section, section 6.6.36 in the Transmission System Code, and you gave your view on free ridership and the 6.3.6 giving rise to that problem.


And the proposal from the OPA ISO -- I've lost track, but I guess it doesn’t matter at this point -- the input is beneficiary pays.


I just want to ask you, in respect of one your responses, to clarify that, because we are trying to figure out what that means, as is everybody -- as are you, probably.


So if you could go to, in the interrogatory responses, tab 2, schedule 7 -- which, for those of you working electronically, is Adobe page 33.


The response to B is the portion of the interrogatory responses that you took us to before -- well, you didn't take us there.  But the tables that you presented in your slide were the three scenarios of the system: the user pays only what the system doesn't pay, which is the old regime, your regime, and the third option which is the system pays only what the user doesn't pay -- which we don't want to talk about at all.  And that was a very apt illustration of the concern, so thanks for that.


So if you look at the first page of the response, and obviously the response to part (b) which is all of the substance provided there, I'm looking at the paragraph under the A, B, and the C, and you say:

"It is Hydro One's view that approach A would unfairly burden ratepayers with costs associated with benefits to the triggering customers, whereas approach C would unfairly approach triggering customers with costs associated with system benefits."


And I guess I'm puzzled by the reference to triggering customers, because I thought the triggering pays principle wasn't relevant any more to your approach.


So I'm not sure why you are referring back to the triggers customers.  Maybe I'm just not understanding something.

MR. YOUNG:  I believe the intent of the triggering -- and, Phillip, please correct me if I'm wrong -- that the intent of the triggering is just to effectively represent the customers that are needing and benefitting from the investment -- unless there is more of a nuance that perhaps Phillip can elaborate on.


MR. POON:  By triggering, all we're saying is there is a customer that is requesting that a facility being be constructed to meet its needs.  So in that sense, it's triggering the facility at Leamington.


MR. MONDROW:  So there is still a triggering customer or customers.  But once there is a trigger, and there is an investigation of the best way to meet this need -- and perhaps address any others that may exist in the area -- the costs of the solution, the most cost optimal solution then are allocated in terms of benefits rather than triggered.


MR. POON:  That's the proposed approach.


MR. MONDROW:  That's very helpful, thank you.  There was another great diagram, Mr. Young -- and I smiled when I saw the transformers.  There are four transformers at Kingsville and you represented them, and you had two arrows drop off and that was really neat.


But it also raised a question in my mind. If you just replaced all three of the transformers that are at or near end of useful life, or perhaps beyond, I gather that would not address the capacity constraints at the -- at the transmission station; it would just restore the station to its current capacity and you'd still have a capacity limit there.


MR. YOUNG:  Well, there is still a limitation in the supply to Kingsville.  So some amount of load does need to be transferred to the -- to the new Leamington station.


MR. MONDROW:  Could you deal with that limit just by the type of transformers you put in?


MR. YOUNG:  No, because the limitation is the line.


MR. MONDROW:  Okay.  And you took us through the math again in some of your slides, and as I understand the proposal it is to determine the beneficiary -- identify the beneficiaries conceptually, and determine their respective shares of the cost based on the costs of the solutions to address their problem separately --


MR. YOUNG:  That's correct.


MR. MONDROW:  -- the proportion of the cost of the solutions to address their problems separately.


So if, in the scenario we're talking about here, the transmission solution costs, the restoration capability costs, happen to be three times higher just because of the technology than they are, you would get a very different cost allocation result on the model that you propose.


MR. YOUNG:  It would be proportional to that, so --


MR. MONDROW:  That seems to me -- that's evident, so thank you for acknowledging it.


But the reason I'm asking is that it seems somewhat arbitrary to the particular technology, the particular part of the system.


And the impact on customers on load, on the triggering customers is going to be very different, just depending on random factors like that.


MR. YOUNG:  I think the project cost, the minimum project cost to address the needs of the system or the customers in isolation, is a reasonable representation for the corresponding benefits.


So if one party has -- is much more -- costs much more than the other one and they go forward with a different approach that solved both their needs, we believe it's reasonable that the party that would have paid -- the larger portion would also share the larger portion of the new investment.  So, I mean, perhaps maybe I can say this -

MR. MONDROW:  The larger the avoided cost the higher the benefit.

MR. YOUNG:  That's correct.  So, like, so for -- so another example would be if the two parties independently, whatever the projects were or such that the project costs were identical, then for this new investment which avoids both of them needing to do that particular investment, then they should share in that new investment 50/50.

MR. MONDROW:  And the party that avoided a higher cost should --


MR. YOUNG:  Yeah, because in some respects it is more in it for them.

MR. MONDROW:  Okay, I'll have to think about that.

MR. YOUNG:  And in both cases, both parties still benefit, because their final cost would still be lower than what they would have done individually.

MR. MONDROW:  Right.  Could you go back to the -- Mr. Young, this was also in your slide.  You had a bar graph, which indicated the load over time, and it was the one -- sorry, maybe it was Mr. Young -- yeah, and you talked about the adjustments in 2013 and 2014, I think.  If you could go to the slide for a minute.

Mr. Brown, sorry, I got your name wrong, for the record, Mr. Brown.

Wasn't there a little overlay here where you indicated where you made additions?

MR. BROWN:  Yes.

MR. MONDROW:  Right.  And the additions were in the years 2012 through 2014, was it?

MR. BROWN:  Yes, so we started with 2012 as a base year, and on top of that, on '13, '14, '15, '16, and '17, in each year we added the information that we received from the Essex Energy report --


MR. MONDROW:  Right.  So --


MR. BROWN:  -- that projected what customer demands might be.

MR. MONDROW:  So for 2013 and 2014 there are presumably actuals available.  Have you looked at those compared to the forecast?

MR. BROWN:  We now have '13 and '14 actual demands, and I believe they were already in one of the interrogatories to show what the actual Kingsville load has seen.

MR. MONDROW:  Okay, so we're going to get to those.  That's fine.

MR. BROWN:  So they're there in the evidence now.  I can look up the reference for you.

MR. MONDROW:  No, it's okay.  We'll get there.  that's fine.

So this graph doesn't account for actuals.  And were the actuals lower or higher?

MR. BROWN:  The actuals in '13 and '14 were lower than these numbers in the forecast.

MR. MONDROW:  Okay.  I think that's enough for now.  Thanks.

Under the current framework, as I understand the evidence -- and for the record, it's dealt with in tab 2, schedule 10, but I don't have to take you there at the moment -- the current regime would have -- and I think you acknowledged this earlier, someone -- Hydro One would bear the entire -- Hydro One Distribution would bear the entire 77.4 million of SECTR project costs; have I got that right?

MR. POON:  I'm sorry, can you repeat the reference?

MR. MONDROW:  Yeah.  Well, it is tab 2, schedule 10, which is Adobe page 93, which addresses the current rules for allocation of SECTR costs, and under the current rules I think what you are saying is in reference to section 6.3.1 of the transmission code, that Hydro One Distribution would be responsible for the entire 77.4 million of SECTR project costs.

MR. POON:  Yes, that's correct.

MR. MONDROW:  Okay, and would they -- would Hydro One Distribution then rate-base those costs under the current rules?

MR. BROWN:  No, so what we were -- again, if I can take you back to the model, what we were going to be doing is then further apportioning those -- the capital contribution associated with the $77.4 million cost, so they run it through an economic evaluation model, and you get a smaller number, and I'll probably get the number wrong if I try and quote it now, but then those capital contributions would then be further apportioned amongst the three embedded distributors.

MR. MONDROW:  Under the current rules we're talking about.

MR. BROWN:  Under the current -- so if we were not to do any further apportionment, if you will, of those costs, then the capital contribution that we paid to transmission for any investment would be a rate-baseable item.  That's not what --


MR. MONDROW:  And is that what would happen under the current regime?

MR. BROWN:  For each transmission investment that benefits, where Hydro One Distribution pays a capital contribution, then we rate base those capital contributions.

MR. MONDROW:  And would you not get capital contributions from what you call your ST customers?

MR. BROWN:  Yes, we do.

MR. MONDROW:  Under the current regime?

MR. BROWN:  Yeah, for a bunch of customers, for ST customer development, for a new subdivision development, all of those types of, you know, things that we put into the ground to supply customers.  They deal more, however, with the distribution costs, right?  This one here is a little bit different, in the sense that this is for a transmission investment.

MR. MONDROW:  Right.  So that's what I'm asking you.  Under the current rules for transmission -- for this project, under the current rules, you, being Hydro One Distribution, would pay Hydro One Transmission a capital contribution, and what would you do with that cost?

MR. BROWN:  We would rate base it.

MR. MONDROW:  You would rate base it.

MR. BROWN:  We would not --


MR. MONDROW:  It would --


MR. BROWN:  It would not flow through -- and I'll stand corrected here, but I don't believe any of those costs flow then through another economic evaluation model to an ST customer or to a subdivision development or anything like that.

MR. MONDROW:  And the result of that would be that all of the Hydro One Distribution customers would pick up ultimately a share of that cost.

MR. BROWN:  That's correct.

MR. MONDROW:  And the current proposal is an attempt to modify the current regime in order to push some of those costs down to the load that benefits from the project?

MR. BROWN:  That's the concept.  Absolutely.

MR. MONDROW:  Okay, thanks.  And the allocation -- so we're going to leave aside the pool costs, you'll be happy to hear, and focus on what's really going on here or what's really of interest here is the allocation of the customer costs.

The allocation is intended to apply in respect of costs for assets built to satisfy incremental demand, as distinct from, for example, simply to replace current capacity.

So if the SECTR project were merely replacing assets in order to continue to meet current demand, there would be no allocation in the fashion that you're proposing.

[Witness panel confers.]

MR. MONDROW:  Always a good thing when you ask a question that causes that, for a lawyer.


MR. SATCHELL:  In general, if there is no incremental load and it is just replacing existing capacity, existing capacity is paid for by the pool.


We only calculate capital contributions when there is additional capacity required.


MR. MONDROW:  So another way of stating that -- because I am fond, as you know, of restating things from our earlier discussion -- is that in this case the position, as I understand it, is that those who benefit -- those customers who benefit are those customers that require incremental capacity.


MR. BROWN:  I'm going to jump in here, because it's not necessarily the case.


One would arguably consider that Hydro One Distribution, and the local distributors in this area fed out of Kingsville, are at-risk right now for loss of supply on a first contingency, as Mr. Young has shown you.


If one of those circuits is unplanned out of service, we have a loading issue out of Kingsville that must immediately be dealt with. And so as distributors, we all try and manage risk.  I would sure like not to have to have my customers be out of power on a first contingency of the transmission system.


And so one of the things that we do by taking the Kingsville load below its limits, if you will, under a first contingency is remove the risk associated to those customers of being shed when something happens on the system.


MR. MONDROW:  And is your cost allocation proposal intended to allocate cost to those customers who benefit because there is less risk of being shed?  Is that one of the drivers of your cost allocation proposal?


MR. BROWN:  So the cost allocation proposal gives consideration for all of the load that goes above the load limit of 120 megawatts, which is the limit of the line, and as that gets pushed over to the new Leamington, that removes the risk associated with that extra capacity.


MR. MONDROW:  I understand it removes the risk.  But that's not what I'm asking.  I thought your cost allocation proposal --


MR. BROWN:  Yes. So it includes that, yes.


MR. MONDROW:  Where in the evidence do we see how you allocated the customer cost between loss of risk on the one hand and serving incremental capacity on the other hand?


MR. BROWN:  That one I'm going to have to leave with You, Michael.


[Witness panel confers]


MR. POON:  Perhaps it might be helpful just to clarify that incremental load, for economic evaluation purposes with respect to appendix 5 for the TSC, the economic methodology set out there, it includes not only new load, but any overload that is transferred to the new or modified facility for which revenue credit would be applied in the DCF.


MR. YOUNG:  Mics are on?


MR. MONDROW:  Nice try; I don't know.


So, Mr. Poon, if I'm understanding your answer correctly, there's a notion here that those customers that are now going to be served off the new Leamington station are presenting incremental load to the system; is that what you're telling me?


You've taken them from one station to another and they've become incremental versus existing for cost allocation purposes?


MR. POON:  For economic evaluation purposes, yes, the overload portion that is transferred and relieves the overload at the previous station.


MR. MONDROW:  When did you your economic evaluation, you counted revenues from those customers that are being transferred to the new stations.


Did you subtract the revenues that they are not going to pay at the old station, or are you double counting those revenues?


MR. SATCHELL:  There is no double counting of the revenues.


MR. MONDROW:  Sorry.  You included revenues from customers that are currently giving you revenues in an economic evaluation.


How is that not double counting -- if that's what Mr. Poon is saying; maybe that's not what you're saying.  Maybe I'm misunderstanding here.


MR. SATCHELL:  We are capturing all the revenues from the incremental load which Mr. Poon just described, which includes the revenues that are revenues related to overload, which is being served by the new facilities.


MR. MONDROW:  Okay.  So that overload which is now being served by the current facilities, are they not paying you already?


MR. SATCHELL:  Yes.


MR. MONDROW:  Okay.  So they're going to have the same level of service for the same level of demand, and they're going to pay you a capital contribution on top of that, even though they're not increasing their load at all?


MR. POON:  The removal of overload from the system helps the system in terms of reliability, and it's seen as a beneficial activity.


MR. MONDROW:  I'm not disputing at all that there is benefit to this; we're talking about who is paying.


But I think I've got my answer from you, thank you.  This isn't a cross-examination, so thanks for that.


Notwithstanding our discussion in the last few minutes, I gather that -- what we're trying to do is understand the rationale in the various interrogatory responses for reference to allocating cost to existing distribution customers as juxtaposed with what I thought was the concept, which is to the extent that you are allocating load to customers, it is being allocated to customers based on incremental load.


And so if you're allocating cost based on incremental load, it seems to me that existing commerce shouldn't be picking up any share -- for their existing load, shouldn't be picking up any share of those costs.


This is what I'm struggling with.  It's not really a question, but maybe you can help me with an explanation.  If not, I will try to formulate a question for you.


MR. BROWN:  I guess what I would look at as the --there is a point in this particular case at 120 megawatts where even Mrs. Jones' home that goes on, actually starts to push us above the 120 megawatt limit.


And that presents -- once you get over the 120-megawatt limit, you start to increase risks of needing to do something when there is a contingency.


So every one of those contributors above 120 120 megawatts, they have -- they are all part of the overloading issue that gets resolved then by the investment, including the future connectors.


MR. MONDROW:  Okay, but when you allocate it -- sorry, go ahead.


MR. BROWN:  I was just going to make a clarification, because I'm not entirely certain -- the whole area currently fed by Kingsville receives a risk reduction benefit, not just the customers that get transferred over to the new station.


MR. MONDROW:  Right, they're just paying twice.  But we'll come back to that.


MR. BROWN:  Right.


MR. MONDROW:  I'm sorry, I shouldn't be so facetious; I'm tired and I apologize.


So there is conceptually a recognition in the cost allocation proposed of the benefit to all customers on that subsystem for improved reliability.


That is what I think you're telling me, that they benefit and they should pick up a share of the costs.  Is that right?


MR. BROWN:  Yes, I think that's correct, yes.


MR. YOUNG:  I think that's reasonable because currently right now, in order to manage the times where there is potential overloads, is that there is a special protection -- excuse me, special protection scheme which will result in the curtailment of load should the conditions warrant it, so any of the customers in that subsystem are subject to that.

When the load is transferred, such that, you know, it's below the capability of the existing line, then the risk of those situations will be much reduced, if not eliminated.

MR. MONDROW:  The allocations, though, are calculated based on incremental load, aren't they?

MR. BROWN:  With incremental load being everything over 120 megawatts.

MR. MONDROW:  Is that right?

MR. POON:  Yes.

MR. MONDROW:  We're all going to have to think about that.

So let me try one more -- when we look at the load forecasts that you used for the purposes of allocating among the distributors these costs, did those load forecasts include this 120 megawatts?  Sorry, not the total forecast, but you looked at the increment in doing the allocation.  Did you then add to that increment 120 megawatts to perform the allocation?

MR. BROWN:  It's a share ownership based on the historical -- what the base is over 120 megawatts plus what the future consideration is.

MR. MONDROW:  Your base is actually 120 megawatts below the current load; is that what you're saying?  You derived the incremental load for the purposes of driving the cost based on the current load minus 120 megawatts.

MR. BROWN:  Correct.

MR. MONDROW:  Really; wow.  Okay.  Thanks.

MR. BROWN:  I think that's pretty consistent with other -- there are all kinds of investments that get made across the province where -- putting in a capacity improvement for a local distributor everywhere that will be over its rating, and they give credit for all the megawatts that are over the rating as credit towards capital contribution.

MR. YOUNG:  Correct, as part of the economic evaluation.  That's correct.

MR. BROWN:  It's actually a good thing for us.

MR. MONDROW:  It's actually...

MR. BROWN:  It's actually a good thing for us, because you're counting the revenue stream associated with that in the model that goes to transmission, allows us -- it gives us revenue credit towards the cost of the project.

MR. MONDROW:  Who's the "us" you're talking about when you say that?

MR. BROWN:  Distributors.

MR. MONDROW:  So it is good when you are receiving the contribution.

MR. BROWN:  It is good to get that credit towards the cost of a project that you must do, in terms of capacity.

MR. MONDROW:  As a distributor it is good when you receive the credit, so you get a credit, and someone else pays a little more, and maybe that's appropriate, but when you say it's good, you mean lower cost for the distributor.

MR. BROWN:  It's a lower cost to the distributor, yes.

MR. MONDROW:  Right.  So Essex, Entegrus, and E.L.K. will pay Hydro One Distribution more, so for Hydro One Distribution that is a good thing.

MR. BROWN:  All collectively it's a good thing.

MR. MONDROW:  Okay, great, thanks.

MR. YOUNG:  I think fundamentally it just lowers your capital contribution.

MR. MONDROW:  Okay, we'll read that transcript.

So just to summarize the benefits we've been talking about this morning, we have the restoration benefit.  This is the ORTAC issue.  I just want to ask you if I'm missing any of them.  We have the Kingsville overloading currently, which is being addressed.  We've talked about that.  We have new incremental load that want to come on to the system, and they're going to benefit.  Indeed, they're getting an allocation.

We have refurbishment of the Kingsville transformers, which is an avoided cost that's being counted.  You did acknowledge that distributed generation will get a benefit because they will -- there will be more capacity to connect EG after this project; did I hear that right?

MR. BROWN:  There will be more capacity for --


MR. MONDROW:  They are not being allocated a cost here, but there's a benefit.

MR. BROWN:  No.

MR. MONDROW:  Okay.  Why aren't they being allocated a cost?  That has yet to come when they seek to connect; is that why?

MR. BROWN:  Someone -- do you want to take this one?

MR. YOUNG:  So because this is deemed as a load connection investment, the current provisions of the Transmission System Code as we understand it would not be asking for rebase or refund from subsequently connecting generators.

MR. MONDROW:  We're changing the code, though, here, right, so should we -- should we change that?

MR. YOUNG:  I don't know.  Those provisions are being proposed to be changed.  But I'll defer that to somebody else.

MR. MONDROW:  I think I overstated our abilities here, but obviously only the Board can only change the code, but your proposal is a modification on what's currently in place, so should we add that as a modification, do you think?

MR. YOUNG:  Our proposal is only for the proportional benefit allocation.

MR. MONDROW:  You are not proposing to address future distributed generation benefits.

MR. YOUNG:  No.

MR. MONDROW:  Is there a reason you're not proposing to address those benefits?

MR. POON:  Our proposal is intended to address only those areas that the current Transmission System Code doesn't already address.

MR. MONDROW:  Okay.  Let me just -- I'm going to segue then for a second, Mr. Poon, in respect of your answer, because I was going to ask you, the -- it's okay.  I'll come back to that.  I don't want to misstate it, so I'd better do it in context.

There is a short-circuit limit currently in this part of the system which is being raised or addressed by this project, as I understand it.  Is that a different -- well, first of all, do I understand that correctly?

MR. YOUNG:  There is a short-circuit limitation at Kingsville which prevents further generation or at least only just very, very small amount of generation being connected, so with the SECTR proposal and the new station, then of course the new station will have some short-circuit capacity to connect additional generators supplied from that station.

MR. MONDROW:  Is that a topic that's distinct from the ability to add additional distributor generation, or is it the same thing?

MR. YOUNG:  It's effectively the same.  Basically, you provide a new station.  That new station can support some degree of distributed generation.  The limitations to that distributed generation is really things like the short-circuit limit, as well as the thermal capability of either feeders or the transformers, whichever one comes first.

MR. MONDROW:  And this project is addressing both of those parameters.

MR. YOUNG:  This project is --


MR. MONDROW:  Sorry, it's clearing both of those hurdles in respect of additional capacity.

MR. YOUNG:  Well, it is providing some additional capacity in those respects for generation to be connected at the distribution level simply because you have a new station.

MR. MONDROW:  Okay.

MR. YOUNG:  And you have new feeders.

MR. MONDROW:  And there is also, as I recall from the evidence, a benefit either to the province or to Brighton Beach, depending on your perspective, of the ability of the system to accept the injection of power from that generator.  That's a benefit I think you acknowledged in your interrogatory responses.

MS. GARNER:  I would refer to the IESO's -- or, sorry, the OPA or IESO's cost responsibility evidence, which is B44, table 1.

MR. MONDROW:  Okay, thanks.

MS. GARNER:  So the table is titled "Windsor-Essex area reliability needs/additional constraints and benefiting parties".  So I believe what you're referring to is the second -- under the broader system benefits group, the second benefit, which is labelled here as benefit of reducing limitations on the operation of Brighton Beach GS.

MR. MONDROW:  Yep.

MS. GARNER:  In my presentation on slide 10, which I realize you don't have available, but I have augmented that description slightly to refer to constraints on generation at -- connected at Keith TS, because it need not single out Brighton Beach generating station.

MR. MONDROW:  Thank you for that answer.  I gather then that answer also means yes, there are benefits to those generators or the province, those generators connected at Keith.

MS. GARNER:  This table shows that that benefit occurs to all Ontario ratepayers.  It is described as a system benefit.

MR. MONDROW:  Fair enough.  But those generators get to sell more power and make more money, right?  I'm not saying that's a bad thing, but that's a benefit.

MS. GARNER:  We've described it in the evidence as a broader system benefit, and the beneficiary is all Ontario ratepayers.

MR. MONDROW:  Well, I think that's self-evident, so I won't argue with you, thank you -- that is my point, self- evident.  But we'll leave that for another time.

Michael, I've got a little while to go.  I don’t know if you want to break, or keep going.

MR. MILLAR:  We were going to look to break around 12:30.  How much longer do you have, Mr. Mondrow?

MR. MONDROW:  I don't know that I'll be finished by 12:30, but why don't I go until 12:30.

MR. MILLAR:  Thank you.

MR. MONDROW:  I want to switch topics for a minute.  I want to look at -- well, there are a couple of interrogatory responses.

But really what I'm trying to do is I'm trying to get a complete list of the costs that are proposed for allocation -- not the numbers, but the categories because the numbers are in the responses -- to each of the distributors, including Hydro One Distribution.

So clearly there are the direct allocations of the SECTR project costs, and if we just look at tab 2, schedule 9, which is Adobe page 45, let's make sure we record all of those categories properly.

There we have a table, which provides the table 1 -- It is labelled table 1, and is under part (d) of the response which is page 2 of 4 of tab B, schedule 9, and that provides the total direct allocations to each of the distributors.

So obviously that is one category of cost implication of the project for each of these distributors.  I actually don't need to you answer that, because that's obvious.

In addition to that, if you go to tab 2, schedule 19, page 3 -- which is Adobe 109 -- there is a table there that has additional dollars, labelled as distribution-related capital contribution.  And as I understand it, those are the -- that's the work, Mr. Young, I think you said that the distributors -- well, Hydro One Distribution will have to do to get the power from the new transmission station into its system.

MR. YOUNG:  That's correct.

MR. MONDROW:  Okay, and those costs, obviously, according to this interrogatory response, are also going to be -- that's 19.6 million, I think it was.

MR. YOUNG:  19.3 million.

MR. MONDROW:  And those costs are going to be allocated around to each of the distributors, under your proposal; is that correct?

MR. SATCHELL:  That's correct.

MR. MONDROW:  And you are seeking approval for the allocation of Hydro One Distributions' costs among itself and Essex Powerlines, Entegrus, and E.L.K. in this application, right?

MR. BROWN:  We're seeking direction from the Board around whether we can allocate these costs under the same cost responsibility model as for the transmission investment.

MR. HUBERT:  Mr. Mondrow, just to clarify, and I think Mr. Engelberg stated it earlier, the application here is a section 92 transmitter's application.  So the scope of our allocation proposal is limited to the transmission upstream costs and not the distribution costs, all right?

MR. MONDROW:  Are you seeking an additional allocation?

MR. HUBERT:  There are additional costs.  So as a result of some of the interrogatories, there were distribution costs that the intervenors inquired about.  And in the application, we said they will also be allocated.

But the scope of the discussion today is to address the Transmission System Code treatment, existing and future for transmission costs.

MR. MONDROW:  So the "we" in your statement is Hydro One Transmission?

MR. HUBERT:  The "we" is Hydro One Transmission is this section 92 application.  And the reason Hydro One Distribution is here is because they will be incurring some transmission upstream costs, that of course need to be allocated as well.

MR. MONDROW:   So will Hydro One Distribution have to come back to the Board at another time for approval or direction, whatever rubric you want to use, for their allocation?  Or are we –

MR. HUBERT:  That is not our belief, no.

MR. MONDROW:  So we are going to dispose of that in this application?

MR. HUBERT:  Well, whatever the Board decides in this case, whether distribution cost allocation is within its scope or not, I guess, is up to the Board to decide in this proceeding, now that it has been on the record.

So we wanted to be transparent and explain that there are transmission costs that are subject to the section 92 application, and there are associated distribution costs which need to be allocated as well.

MR. MONDROW:  Okay, thanks.

If you go to Tab 2, schedule 3, which is Adobe page 27, this is an interrogatory that asked about the -- what the evidence cited as a minor customer total bill impact approximately .01 percent, and confirms that that impact is the impact on transmission customers through their transmission rates.

But, of course, that transmission cost will also be a cost to be factored in by the distributors, if they're attempting to understand the impact of this project on their costs and the costs of their customers.

Is that correct?  So this is another can cost category that will impact the distributors and their customers through the transmission rates they pay?

I'm just trying to get a list of everything they should add up.

There was a request, from CME I think it was, for the Impact on the distributor's customers, and if they are going to -- I'm not sure if they are able to, but if they are able to and they're going to calculate those costs, they would have to add this transmission rate impact to determine the impact of the project on their customers, right?  Not through distribution rates, but it is an impact on their customers?

MR. YOUNG:  Yes, the incremental transmission rate impact, yes.

MR. MONDROW:  That's what I'm trying to -- we are just trying to figure out what we would need to take account of to answer that question fairly.

Will there be an increase in Hydro One's distribution rates that will impact the cost of these distributors embedded in your territory?

MR. BROWN:  The current business plan is for this project that's already been -- it's already been costed and put into our investment plan.  And because of the timing of this, it will be subject to the terms of our next electricity rate filing.

We are assuming that we will get approval for all of the capital expenditures as part of our rate filing.

MR. MONDROW:  Is there any evidence on this record about the rate impacts on your embedded distributors, of your rate increase on account of these costs?  Probably not.

MR. HUBERT:  No, there is not.  Again, this is a section 92 application, so it does not deal with distribution rates.

MR. MONDROW:  So I'm going to have to you:  Can we get an illustrative Hydro One Distribution rate impact associated with the portion of the SECTR cost that Hydro One Distribution plans to rate base?

MR. HUBERT:  That would be, I think, subject to the cost allocation, the ultimate cost allocation decision, and the load forecast of the actual parties.

MR. MONDROW:  Right.

MR. HUBERT:  So it is premature to do that at this time.

MR. MONDROW:  Fair enough, but -- well, let's parse that a little bit.

So you, being Hydro One Transmission, have given us illustrative allocations, indeed under various scenarios.  You've given us in the evidence a .01 percent impact on transmission rates.  And what I'm asking is, if the distributors are supposed to develop the cost impact on their respective customers, don't they have to understand the impact on the rates they're going to pay to Hydro One Distribution for distribution services, and if so, can we get an illustrative indication of what that impact is going to be?

MR. HUBERT:  I guess I'll have to take that and get back to you on that.

We were trying to in our discussion earlier, as set out by Mr. Young, talk about the cost allocation methodology and stay away from the ultimate rate impacts, so that's phase 2, as I understand it, is to discuss the methodology, but if you like we can confirm that and get back to you.

MR. MONDROW:  Fair enough, if you could take under advisement my request for illustrative Hydro One Distribution rate impacts of the SECTR cost allocations to them and then get back to us on whether you can and will -- or will and can provide it.

MR. HUBERT:  And these are rate impacts?  Can you just clarify to whom?  To Hydro One Distribution customers?

MR. MONDROW:  The impacts on Hydro One Distribution -- Hydro One Distribution's distribution rates, which will be paid by each of Entegrus, E.L.K., and Essex Powerlines.

MR. HUBERT:  Okay.

MR. MONDROW:  And presumably there are other customers, but we are interested in those rate impacts.

MR. HUBERT:  Okay.  We'll get back to you on that.

MR. MILLAR:  We'll give that Undertaking JT1.2, but I understand it is an undertaking to get back on that issue and not necessarily answer it, but we'll see what the response is.
UNDERTAKING NO. JT1.2:  TO PROVIDE ILLUSTRATIVE HYDRO ONE DISTRIBUTION RATE IMPACTS OF THE SECTR COST ALLOCATIONS AND DISTRIBUTION RATES, WHICH WILL BE PAID BY EACH OF ENTEGRUS, E.L.K., AND ESSEX POWERLINES.

MR. MONDROW:  Fair enough.  Thank you.  I appreciate what you're trying to determine, so that's fine.

Are there any other -- lady and gentlemen, gentlemen, mostly, I guess -- any other transmission or distribution costs that I haven't listed that arise from the SECTR project that will impact the distributors being allocated costs that you're aware of?

MR. YOUNG:  No.

MR. MONDROW:  I'm usually pretty thorough, but not always.

MR. YOUNG:  No, I think you've listed them all.

MR. MONDROW:  To the extent that the distributors need to make capital contributions prior to getting capital contributions from their large customers, if there are any, they will have to finance those contributions.

Would that financing cost not be a cost that their customers are going to have to bear?

MR. BROWN:  Is that --


MR. MONDROW:  Sorry, this was supposed to be the second-last question.  It actually wasn't a trick.  I flipped them, so go ahead.

MR. BROWN:  I would suggest if that's the methodology that the local distribution company chose to move forward with, certainly that could be a cost that they would have to bear.

I'll -- other methodologies that are under consideration with Hydro One will be to try and secure contract terms and conditions with our large customers ahead of us, deciding to move forward with the capital contribution requirements and CCRA requirements with transmission.

MR. MONDROW:  Do you know if these distributors actually have any large customers waiting to connect?

MR. BROWN:  No.

MR. MONDROW:  Do you know how they define large customers?

MR. BROWN:  I'm sorry?

MR. MONDROW:  Do you know how each of them defines what a large customer would be that would have make a capital contribution --


MR. BROWN:  I'm familiar with the rate structures of each of the utilities, but Hydro One is defining it for our customers as a sub-transmission customer.

MR. MONDROW:  Where can I find the definition of "sub-transmission customer", from a rate perspective?

MR. BROWN:  I believe we have it in one of the interrogatories here, how we've defined it, and I will find you the reference.

MR. MONDROW:  Okay.  If it's in the interrogatories it's okay.  I know what you are referring to.  So that's the complete definition in your tariff of "sub-transmission"?

MR. BROWN:  I believe so.

MR. MONDROW:  And do you know if the distributors embedded in your service territory use -- well, they use different definitions from you, presumably?

MR. BROWN:  Yes.

MR. MONDROW:  Do you know if they all use the same definition?

MR. BROWN:  No, I don't believe they do all use the same definition.

MR. MONDROW:  All right.  Michael, that's probably a good time for me to see if I can -- when I can finish after lunch.

MR. MILLAR:  Okay.  Thank you.  It is now 12:30.  We will come back at 1:30.
--- Luncheon recess at 12:28 p.m.
--- On resuming at 1:30 p.m.


MR. LANNI:  Good afternoon.  My name is Richard Lanni, and I am counsel filing in for Michael Miller for a portion of this afternoon.


I think we are ready to begin the afternoon session and I'll let Ian take it from here.


MR. ENGELBERG:  If I could begin, we have a couple of things -- first of all, Mr. Poon is going to be clarifying part of the evidence that was said before lunch.


And I'd also like to say that regarding undertaking JT1.2, which we took under advisement, Hydro One is willing to provide illustrative rate impacts on Hydro One's distribution rates.


MR. POON:  Thank you.


MR. HUBERT:  Specifically, that will be based on -- just so you know what's coming -- on interrogatory P2, tab 2, schedule 9.


There are two tables on pages 2 and 3 there that I show the capital contributions that Hydro One Distribution will be paying, with ST and without ST.  So that's what we'll be basing it on.


MR. MONDROW:  Thank you very much.


MR. HUBERT:  Mr. Poon, would you like to begin?


MR. POON:  Thank you.  So we just wanted to add a few more words to clarify the overload issue, which we thought it might be helpful to do here.


Basically, under ideal circumstances, a new or modified connection facility would come into service at exactly the time that the existing connection facility reaches its total normal supply capacity.


At that point, the incremental load for the economic evaluation would just be the new load at the new or modified connection facility.


However, where the new or modified facility comes into service some years after the existing facility reaches it its total normal supply capacity, and the customer continues to load up that existing facility in the interim, the new load during the interim years would be considered overload at the existing facility.


Upon transfer to the new or modified connection facility, after a new or modified connection facility comes into service, that overload would then start to count as load credit for economic valuation purposes.


Effectively, the same load is counted as load credit towards the same new or modified facility, except for the interim period.  Credit for the overload lowers the capital contribution required from the customer for the new or modified connection facility.


I hope that helps.


MR. MONDROW:  Yes.  Thank you.


MR. YOUNG:  And I just wanted to add that in an overload situation, as I mentioned earlier, customers are at-risk of interruptions because that has to be managed in the operating timeframe.

And also the fact that the load -- the incremental load above the capability of the existing station gets credited to the new facility essentially lowers the capital contribution for the customer -- which goes to what Mr. Brown was saying earlier about it being good for us.


MR. RICHMOND:  Could I ask just one clarification about that?  When I hear Phillip say that, I sense you're talking about the -- this is not a projected thing that you plan to do in future.  You're talking about the here and now also, are you not?  This is what you do now?

If there had been an overload situation some months ago or last year or whatever, this is what you would have done; is that correct?


MR. POON:  Yes, because it's up to the customer to come to the transmitter to request a new or modified connection facility.


MR. RICHMOND:  That's your historical practice and you are not proposing to change that aspect of it?


MR. POON:  Correct.


MR. RICHMOND:  Okay, thank you.


MR. MONDROW:  Have you ever done that historically?  Have you ever had a calculation for a capital contribution, by a new customer or an existing customer, for incremental load that credited to the customer side of that calculation the portion of the overload that was being transferred from another transmission station?


MR. POON:  I believe so.


MR. MONDROW:  Thank you.  I want to talk about some of the interrogatory responses that provided various facets of the load forecasts, and how they were used.

But just so that I can understand and make sure I'm heading down a path that will be relevant and hopefully helpful, I want to -- I just want to ask you -- make sure I understand how the load forecasts are used.


So I do understand that the load forecasts by each of the embedded distributors embedded in Hydro One Distribution would be used as an input to the economic calculation that determines whether, and if so, how much capital contribution is provided.  So that I understand, and we will talk about that a little bit.


What I'm not clear on is whether the load forecasts also impact the allocation of the customer side SECTR costs among the distributors.


MR. SATCHELL:  They do, they form inputs into the economic evaluations that support the allocation.

MR. MONDROW:  So is that the same economic allocation as would occur for a customer connecting to any of the distributors?  Is it the same model?


MR. SATCHELL:  Our proposal is to use the same basic economic evaluation calculations as set out in appendix 5 of this TSC, first for the capital contribution between TX and DX, and similar economic evaluations to further allocate amongst the distributors and the large customers.


MR. MONDROW:  So where does peak load come in?  That doesn't have much to do with the economic evaluation, as I understand the economic evaluation.  So how is that used?


MR. BROWN:  The peak load is your load forecast and -- I guess I'm not understanding the question, perhaps.


MR. MONDROW:  Maybe I'm not understanding.


MR. BROWN:   Distributors are supplying -- I think all of us are providing what we think the capacity requirements for a utility are.  That's what a load forecast is: what is the peak load that I am going to need to operate my business effectively.


MR. MONDROW:  Okay, let's step back to the economic evaluation then.  My understanding at a conceptual level, which is the only level I ever get to, of an economic evaluation is that there is a calculation of revenue expected from -- let's say it's a new customer, for ease of reference -- revenue expected by a new customer over a period of time, an economic life -- let's say it's 25 years.  I don't know, but let's say it's 25 years -- and to the extent that the costs of the connection exceed the net present value of that revenue stream based on the prescribed assumptions, there is a capital contribution required.  Is that basically it?


MR. SATCHELL:  At a high level, yes.


MR. MONDROW:  And does the non-coincident peak demand of each of the distributors enter into that calculation?  Is that a revenue-related item somehow?


MR. SATCHELL:  Revenue is derived from the monthly peaks.


MR. MONDROW:  The monthly peaks, okay, so that's how it enters.  Thank you.


So the only way that the load forecasts are used in the cost allocation proposal that you brought forward is in respect -- is as input into the calculation that determines whether and, if so, how much capital contribution will be required from each of the embedded distributors?  Sorry that was so long.


MR. SATCHELL:  It is certainly used in that respect, yes.


MR. MONDROW:  Is it used in any other respect?


MR. SATCHELL:  Not off the top of the head, no.


MR. MONDROW:  Okay, thanks.  With that, could we go to tab 2, schedule 9, part (c), which is at Adobe page 45 of the interrogatory response file.


MR. SATCHELL:  If we could just clarify our last response?


MR. MONDROW:  Sure.


MR. SATCHELL:  The load forecast does also factor into how much capacity is assigned, and assigned capacity helps determine the allocation of the project costs in our proposed methodology.

MR. MONDROW:  Good.  That's what I thought.  Thank you. Thank you.

So tab 2, schedule 9, page 2, which is Adobe page 45.  In this interrogatory we asked for the E.L.K., Entegrus, and Essex Powerlines load forecasts relied on by, I guess, Hydro One Distribution in support of the proposed allocation of costs to each of the distributors, and we were provided with the summary table that you see above table 1.  It's a peak megawatts, and then it's got a column for each of these distributors.

The distributors actually don't know which load forecasts that they provided to you you actually used, so could you provide the actual load forecast files that were submitted that form the basis of this summary, which is what we asked for initially?

MR. BROWN:  Don't you have --


MR. MONDROW:  I appreciate the summary, but we'd like to see the forecast.

MR. BROWN:  They can be provided.

MR. MONDROW:  Transcript undertaking -- sorry, technical conference undertaking...

MR. LANNI:  JT1.3.
UNDERTAKING NO. JT1.3:  TO PROVIDE THE ACTUAL LOAD FORECAST FILES THAT WERE SUBMITTED THAT FORM THE BASIS OF THE SUMMARY AND TO ARTICULATE ANY ADJUSTMENTS THAT WERE MADE.

MR. MONDROW:  Thanks.  And an adjunct to that request, to the extent that Hydro One Distribution or anyone else made adjustments to those forecasts to apply your methodology, could you just articulate in the response what those adjustments were?

MR. BROWN:  Absolutely.

MR. MONDROW:  Great, thank you.  But the summary table, as I say, is very helpful, so thanks for that.

And if we look at that, in the third row we get an average growth rate, and that's average over what period of time?

MR. BROWN:  I'm sorry, are you referring to the -- above table 1 there, the LDC growth rate numbers?

MR. MONDROW:  Yes, yes, so the -- sorry, the response to part (c) has a table, which is the one I'm referring to --


MR. BROWN:  Right.

MR. MONDROW:  -- and the third row says "LDC growth rate average", and I'm asking over what period of time is that average taken.

MR. BROWN:  I'd have to take that under advisement.  I can't answer.  I don't know.

MR. MONDROW:  Could we have an undertaking just to track that one?

MR. LANNI:  That will be Undertaking JT1.4.
UNDERTAKING NO. TJ1.4:  TO PROVIDE DETAILS ON OVER WHAT PERIOD OF TIME THE LDC GROWTH RATE AVERAGE WAS
N.

MR. MONDROW:  Thanks.

And the narrative above the table does explain that in the case of Essex Powerlines there was an adjustment made, and indeed, this table, I think, is supposed to illustrate that adjustment.  You see in the third column for Essex Powerlines the peaks submitted by the LDC for 2013 total -- well, sorry, for Essex was 32 megawatts, I think the unit is, and then based on historical data, so there was a disjunct between the peaks they submitted and the historical, and so there was an adjustment made to 35.6.

Can you just -- as I understand the response, the adjustment was made because the peak that they identified in the material they provided to you, the load forecast, presumably, said 32, but somehow you had measured that their peak was actually 35.6, and so you made that adjustment; is that correct?

MR. BROWN:  That's correct.

MR. MONDROW:  That's correct?  Okay.  And how did that particular adjustment for 2013 impact the cost allocation?  Was that the adjustment that I asked you about earlier, Mr. Brown, when I took you to the table you had prepared in your slides with all the columns?

MR. BROWN:  Yes, I believe we did a before and after view of the adjustment.

MR. MONDROW:  Okay.  So the --


MR. BROWN:  But basically pushed the bias up by 3.6 megawatts.

MR. MONDROW:  When you say "the bias", that would lead --


MR. BROWN:  So every year.

MR. MONDROW:  Right, but in terms of ultimate impact, that would lead to a higher allocation of costs, although a higher credit in the economic evaluation, both for Essex Powerlines in the cost allocation calculation.

MR. BROWN:  It impacts it, absolutely.

MR. MONDROW:  Both ways, both on the credit side and on the debit side, as it were.

MR. BROWN:  I'll look over to Mike.  I believe so.

MR. SATCHELL:  Sorry, the credit and the debit --


MR. MONDROW:  So Essex Powerlines submitted a forecast, and their actuals, in your view, were higher than the forecast, so you adjusted the figure that you used for them for 2013 and beyond in their load forecast to account for that discrepancy, which raises their peak demand, and so that would have an impact both on the costs allocated to them and on the calculation of the revenue stream that they will provide over time, which -- out of which falls the capital contribution.

MR. SATCHELL:  Thank you.  I don't know.

--- Panel members confer.

MR. SATCHELL:  Yes, so the increased load would generate more revenue, which lowers the capital contribution, and, yes, the opposite effect, more capacity would have been assigned, and that would have increased the cost attributed to the individual.

MR. MONDROW:  Thank you.

Presumably in respect of the -- well, it's okay.  Well, no, I should ask you:  I assume that the updated peak megawatts in 2013 and therefore beyond for Essex Powerlines is the input used to derive the negative .1 percent growth average that's on the third row of the table, so I'm assuming you used -- for Essex you used the second row and not the first row in deriving the LDC growth rate average.

MR. BROWN:  Again, without the annual numbers in front of me, I guess I would have to take that under advisement.

MR. MONDROW:  Could we take that subject to check, and you'll let me know, obviously, if that's -- will let us know if that's not the case.

I assume you did that.  I'd be surprised if you didn't, so I'll give you the benefit of that doubt.

MR. BROWN:  Thank you.

MR. MONDROW:  But please come back and correct it if I'm wrong.

MR. RICHMOND:  Is that an undertaking?

MR. MONDROW:  No, I think we'll just leave it subject to check --


MR. BROWN:  That we deliver, right?

MR. MONDROW:  Okay.  Well, why don't we leave that subject to check, and if that's not the case I think you should actually -- don't rely on me to find it.  You should maybe spell it out, because someone will find it.  It may not be me.  So you can spell it out in that response; is that okay?

MR. BROWN:  That's fair.  I think we're okay with that.

MR. MONDROW:  So then I want to go to tab 11, schedule 52, which is Adobe page 225.  And table 2, which is at page 2 of the response to tab 11, schedule 5, provides from 2018 and on by year the peak -- the peak megawatt forecast for each of the distributors impacted by your proposal.

And so -- oh, I'm sorry, before we go to that long table, I have to go to page -- sorry, my mistake, I have to go to page 1 of the interrogatory response, which provides the historical non-coincident peak loads, including the 2013 year, and so the 2013 year data for each of the distributors will be the same as in the interrogatory we just looked at a minute ago, tab 2, schedule 9.

From there, if I then go to page 2 of 4, I see for the years 2018 and beyond the same sort of data for the distributors. but I don't see the data in between.

Did I miss that somewhere?  '14, '15, '16, '17; is that somewhere else?  It may be.

MR. BROWN:  I'm not sure that we have it broken out between the utilities.  There is probably a consolidated number that's shown, but --


MR. MONDROW:  But that will come out in the load forecast information you provide back to me, so that's fine, we'll find it there.

But if I look at the 2013 numbers and the 2018 numbers and I compare them, Entegrus has no growth at all.  They stay at 2.6 megawatts.  E.L.K declines from 31.6 to 31.5 megawatts.  Essex declines from 5.6 to 35.3 megawatts, and Hydro One of course increases from 69.2 to 101 megawatts.

Do you follow that so far, Mr. Brown?  Did you follow those numbers?

MR. BROWN:  Following them, yeah.

MR. MONDROW:  They're okay.  So the question from all that is:  If Entegrus, E.L.K and Essex Powerlines have peak demand lines that are either flat or declining, and therefore they have no incremental capacity requirements, why are they getting an allocation of costs for this project?

MR. BROWN:  Once again, this is the share of the load attributed to each of the LDCs that is over the 120 120 megawatts.

MR. MONDROW:  That is over the 120 megawatts?

MR. BROWN:  We talked about this one as we just came back from lunch.

MR. MONDROW:  This is all about the red bar on that graph that you showed me before?

MR. SATCHELL:  This is the overload at Kingsville.  So the supply to Kingsville is limited by the line capacity of 120 megawatts.

MR. MONDROW:  So no growth; they get an allocation because of the relief of that capacity constraint?  Thank you very much for that clarification.

I was going to come to new customers in a few minutes, and I may come back to it in fact.  But just while we're here, so when a new customer comes along with incremental load and wants to attach, if that happen in Entegrus' service territory, why would they get an allocation of these costs?  These aren't about incremental load.

MR. BROWN:  I'm sorry, you said if a new customer?

MR. MONDROW:  A new large customer, what you would call an ST customer comes along and wants to attach to Entegrus --


MR. BROWN:  Yes?

MR. MONDROW:  -- none of these facilities are being built for that large new customer.  As you just explained it to me, they are being built for capacity restraint at Kingsville for existing customers.

MR. BROWN:  And for the future load requirements of each of the utilities.  So in other words, if a new large load came into any of our distribution service territories, that's an incremental load that should be included in a forecast.

MR. MONDROW:  Sorry, you said included in a forecast.  I'm saying -- I'm saying being asked to write a cheque for a capital contribution.  Are we talking about the same thing?

MR. BROWN:  Okay, so managing cost flow-through by the distributor to one of their customers -- you know, we have a few as to how Hydro One Distribution will deal with that, and then each of the other utilities respectively will have their own view on how they want to handle that as well.

MR. MONDROW:  Okay, is that part of the direction that you're seeking from the Board in this application, how distributors should handle the flow-through to their large customers?

MR. BROWN:  I think it's around how do we get the transmission costs allocated effectively through this model to our customers.

MR. MONDROW:  When you say -- I'll pause before you answer.  But when you say "our customers", do you mean the distributors, or do you mean their respective customers?  You might want to let Mr. Hubert answer for you.

MR. HUBERT:  It is -- we're not going -- we're not at all making any recommendation about how the other distributors should allocate costs to their customers.

So we are sharing with you, though, what our intent is to allocate our costs, Hydro One Distribution's costs to the embedded LDCs and the ST customers in Hydro One's distribution's territory.

MR. MONDROW:  Fair enough.  So, Mr. Brown, the direction that you said earlier -- you told me earlier you were seeking from the Board, as distinct from approvals, include the allocation by Hydro One Distribution to its ST customers of those costs, or the flow-through as you put it?

MR. SATCHELL:  Yes.

MR. MONDROW:  Do you need the Board's direction for that, or are you able to do that already?

MR. HUBERT:  We're sharing our proposal, so what is important for us is to identify how the cost should be borne by the distribution customer which is Hydro One -- sorry, the transmission customer, Hydro One Distribution.  And because those costs are -- those investments are driven by downstream parties, we are also seeking an approval of the overall cost allocation methodology.  So that's what Phase 2 is about.

MR. MONDROW:  And the approval of the overall cost allocation methodology includes approval of Hydro One Distribution's proposal to flow these costs through to its ST customers?

MR. HUBERT:  Yes.

MR. MONDROW:  But does not include approval of the authority for the other three impacted distributors to flow costs through to their customers?

MR. HUBERT:  That is correct.  We are just looking for Hydro One Distribution costs to be passed down.

MR. MONDROW:  Okay.

MR. HUBERT:  We're leaving it to the other distributors to determine it on their own.  Hopefully, there be some consistency, so there is obviously some consistency in Ontario.   But that is not our --


MR. MONDROW:  Okay, thank you.  I need to go back to tab 2, schedule 9, which is Adobe page 45.  But now I want to go to the response to part (e).

There is a table there which sets out initial capital contributions from each of the distributors in Hydro One Transmission's pre-filed evidence, based on a 2013 forecast and the updated capital contributions based on the 2014 forecast, which were provided in response to this interrogatory.  So thank you for those.

And the allocations to each of the E3 Coalition members have gone down, and the allocation for Hydro One has gone up -- sorry about that folks, but not really.

MR. BROWN:  You know this isn't finalized yet?

MR. MONDROW:  I understand that.  I've blown that already.  Why did the allocations change?  I mean, know I know they were updated load forecasts, but what changed?  Was it a change in Hydro One's forecast, or was it a change in the other forecasts, or was it some combination?

MR. BROWN:  It was a mix of a change between entities. So between the -- so the overall forecast remained whole, but the mix of whose load forecast had a bigger share than another as a part of that whole is what changed.

MR. MONDROW:  In response to the undertaking I asked you for, you are going to file both sets of forecasts?

Sorry, I shouldn't ask it as if that was your intention.  It seems to me that, then, to understand the initial allocation and the revised allocation, we need to have the forecasts you used for each of them played back to us.

Can you do that in respect of that undertaking?  Can you keep it in the same undertaking, but --


MR. BROWN:  Yes.

MR. MONDROW:  We'll just keep that together; I think that's fine.  Do you remember off-hand, Mr. Brown, whether all of the forecasts changed, or only some of them?  It's okay if you don't, I just --


MR. BROWN:  Off the top of my head, I don't.  Sorry.

MR. MONDROW:  That's fine.

MR. BROWN:  Somebody else might, though.  Is there anyone else on the panel who -- no?  Okay.

MR. MONDROW:  Thanks.  The text below the table we were just looking at says:
"The table above illustrates that the capital contributions required from benefitting parties are subject to large swings depending on each parties' load forecast in their projection of new large customers, changes to the load forecast and in any later true-up lead to uncertainties in any of the calculated capital contributions provided in this application."


So, Mr. Brown we were kind of joking with each other, and you said a minute ago these aren't final yet, and that's really your point, but they will be final at some point for the purposes of the initial allocation and the exchange of funds.  Are they trued up subsequent to that as well?


MR. BROWN:  Yes, they are.


MR. MONDROW:  Okay, so if in 2018 there is a final allocation -- maybe it's 2017, I don't know, probably 2017 -- there's a final allocation and cheques are exchanged, and then two years later Hydro One's ST new-addition forecast fails to materialize, do you go back and get more money from the other distributors?


MR. BROWN:  So who is the expert on true-up process?


MR. SATCHELL:  I'll take a crack at this.


MR. BROWN:  Thank you.


MR. SATCHELL:  So just want to go back, so when the capital contributions are initially set, they'll be set with the load forecasts of the embedded distributors, Hydro One, as well as the load forecasts of any new ST customers that have signed up to the project.


There should not be --


MR. MONDROW:  When you say "signed up to the project" --


MR. SATCHELL:  I.e., signed the CCRA.


MR. MONDROW:  With each of the distributors.


MR. SATCHELL:  Yes, with respect to distributor.


I would not anticipate there would be any other ST customers within that forecast, so the premise that they'd drop off doesn't ring true, because they wouldn't be in there in the first place.


MR. MONDROW:  Sorry, the forecast runs out to 2025 or something.  Is there no -- you're assuming no additional ST customers out to 2025?


MR. SATCHELL:  We are, and we've forecasted a number of ST customers in the numbers we have provided in the evidence, and we have assumed that those customers will be signing up to CCRAs at in-service.


MR. MONDROW:  With Hydro One Distribution.


MR. SATCHELL:  With Hydro One Distribution in our example numbers.


MR. MONDROW:  Even if they don't come -- even if the facilities aren't built?


MR. SATCHELL:  The facilities presumably will only be built if customers have signed CCRAs, and --


MR. MONDROW:  No, sorry, I mean their facilities.  I didn't ask you in the right way.


MR. SATCHELL:  Thank you.  So your allocation of cost isn't based on an expectation of new large load customers, or you would call them ST customers, beyond the in-service date of the SECTR project.


MR. SATCHELL:  In the numbers we've presented, yes.


MR. MONDROW:  Yes, I'm correct?


MR. SATCHELL:  You're correct.


MR. MONDROW:  And to the extent you get new ST customers in 2018 or 2017 or 2019, you identify a bunch of new ST customers.  In the future you would have to deal with that with the new project if required.  It is not part of the SECTR project.


MR. SATCHELL:  Umm...


MR. MONDROW:  Let me ask you another way:  My understanding of the economic evaluation true-up process is if in five years another ST customer comes along and wants to connect, they pay a contribution and those that previously pay get a credit; right?


MR. SATCHELL:  That would be the general expectation.


MR. MONDROW:  But none of those five-year-plus customers are assumed at the time you do the initial allocation.


MR. SATCHELL:  That is also correct.


MR. MONDROW:  So there is only one way that this balance can go for those that pay a contribution; that is, they can get a credit, but they would never be asked to pay more, once the allocation is made and the payments are made.


MR. SATCHELL:  There would be regular true-ups of the economic evaluation approximately every five years for load true-ups.


In the event that the load forecast that was originally supplied at the time of in-service did not materialize and load decreased, then you might expect that those customers would need to pay more to make whole on the economic evaluation, make whole on the shortfall in revenue.


MR. MONDROW:  So if Entegrus's load forecast -- if Entegrus's actual load decreased significantly from the forecast used for the initial allocation, would E.L.K. and Essex have to pay more, or just Entegrus?


MR. SATCHELL:  What would happen at the capital contribution level is the capital contribution would be calculated with the lower load as a result, and there would be a higher capital contribution, and then subsequently there would be further calculations to allocate that.


MR. MONDROW:  There would be further calculations to allocate it amongst the distributors.


MR. SATCHELL:  Yes, yes, but I think the point is it is difficult to know.  There will be a number of changes up and down that will factor into the calculation, and the overall calculation I believe will be run in its entirety.


MR. MONDROW:  Every five years?


MR. SATCHELL:  Yes, every five years, as laid out in the TSC, or the TS level capital contribution.


MR. MONDROW:  And by "overall calculation" you mean not only the capital contribution from each of what you're calling the customers, but also the allocation as among them of the SECTR costs?


MR. SATCHELL:  That is correct.


MR. MONDROW:  Did you want to add something?


MR. YOUNG:  I just wanted to clarify that question just to make sure I understood the question.  The question was, at the time of in-service all the parties come forward with a load forecast.  The allocation is based upon that, as well as the capital contribution.  Then subsequent to that, then let's say one of the parties, their load forecasts drops off, and I believe the question was, in that scenario, who effectively is responsible for that drop-off, and I believe the answer is the -- is the LTC whose load has actually dropped off.  So that at the time of true-up they would have to, you know, provide a further capital contribution.


MR. MONDROW:  That would be -- sorry.


MR. SATCHELL:  That would be the generic expectation.


MR. MONDROW:  So that's partially true, but -- and Mr. -- is it Satchell, or...


MR. SATCHELL:  Satchell, yes.


MR. MONDROW:  Mr. Satchell, I thought you just told me that in addition to that, at years 5, 10, 15 -- we'll get to the length of time in a minute -- the initial allocation among the distributors would be rerun based on the updated load forecasts, and those numbers would shift as well.  Is that not what you told me?


MR. SATCHELL:  That is correct.


MR. MONDROW:  That is correct.  Okay.  Does that help you, Mr. Mr. Young?


MR. YOUNG:  Yes, thank you.


MR. MONDROW:  Thanks.
Questions by Mr. Rubenstein:

MR. RUBENSTEIN:  Sorry, and if I can just clarify, because I -- if I can just jump in for a second, just ask -- I am confused.  So using Ian's example, if one of -- in this very simplistic example that the loads of the two -- of two distrib -- of two or three of the four distributors are exactly like predicted, and only one has a material drop-off from their predicted load, when you rerun, after five years, the allocation, from what I understand of how the allocation works, now, wouldn't -- the initial allocation will have been changed, so that those other three distributors will now have to have -- or would have had to have paid for a larger portion of the project, or...


[Witness panel confers]


MR. SATCHELL:  Okay, if I can just summarize the simplistic scenario, where only one variable has changed, we are now at a trip point, and for one of the customers the load forecast drops; all other variables remain the same.


Under that circumstance, you would expect the capital contribution to increase, and that the increase in capital contribution to be attributed in general to the customer whose load forecast changed.


MR. RUBENSTEIN:  So there is no reallocation between the distributors?


MR. BROWN:  Reallocation would be occurring at the same time, but likely not due to just a change in load forecast.  Perhaps the --


MR. RUBENSTEIN:  In the simplistic example we you are changing that one variable?


MR. SATCHELL:  That one variable, because there are two things that can impact during a true-up, one being changes in assigned capacity and the other being changes in the load forecast.


Assigned capacity changes the assignment of project costs, and the changes in the load forecast only changes the amount of revenue that goes into the economic evaluation.


So since we've held everything constant with the exception of load, there's been no changes in assigned capacity.  Therefore, there's been no changes in the amount of project -- the project cost assignment, so that remains fixed.

The only changes in the simplified example is a shortfall in load, which results in a shortfall of revenue and, in our proposed approach, the calculations would generally align that the customer that was -- that you can attribute the decreased load to, would then get the increased capital contribution to hold the economic evaluations whole.


MR. MONDROW:  Mr. Satchell -- if you don't mind, Mark -- you are very being very careful to use the word load forecast, and I think I understand why.  If things change on a forecast basis, you're saying that at the true-up point, you don't change the allocation of the costs because the allocation of the costs only change based on current peak demand, right?

So if you -- so to complicate the scenario that was put to you, and you can think about this and answer it clearly as you habitually do, if in five years we come back and Hydro One says we didn't get the ST load that we thought, so our current load is lower than we thought it would be, and we're adjusting our forecast downwards because we don't think we're going to recover from that, then you would change both the economic calculation and the allocation of costs, because both the current situation and the forecast situation has changed. Is that right?


MR. SATCHELL:  I don't believe it is, the reason being that I don't believe in that circumstance, the assigned capacity would change.


MR. MONDROW:  In what circumstance would the assigned capacity change?


MR. SATCHELL:  Assigned capacities would most likely change when a customer's load forecast increased to the point where they required additional capacity be assigned.


MR. MONDROW:  Additional capacity from the SECTR project?


MR. SATCHELL:  That's correct.

MR. YOUNG:  Essentially a reallocation of the pie for capacity allocation.  So let's say three LDCs; a third, a third, a third.  If somewhere down the planning horizon, one LDC felt they needed more capacity and another LDC was willing to provide that capacity, then the allocation would change.


I think that's what Michael was referring to -- and then they would notify us that they were requesting that capacity allocation change.


MR. POON:  Just further to what's being said, it doesn't necessarily have to be another LDC, an assisting customer freeing up capacity.


MR. YOUNG:  Yes, that's right.


MR. POON:  If there is excess capacity on the facility and --


MR. MONDROW:  Let me ask you another way.  Let's say the project goes into service and let's assume that Heinz was still in the Essex Powerlines service territory.  And then two years after that -- five tears after that, Heinz disappears.


Would there be reallocation in that scenario of the capacity assigned, or does Essex just keep that capacity assigned to them even if they are not using it anymore?


MR. YOUNG:  I think that would be their decision at that time.  They might haven some expectation that they might use that capacity perhaps later on.


MR. MONDROW:  If there is excess capacity still, could they turn it back to you, the excess?  If there is overall excess capacity, would they have the option of coming back to you and saying take this back for reassignment; we don't want to pay you anymore.


MR. POON:  Do you want me to jump in?


MR. YOUNG:  Please.


MR. POON:  No, I think once a customer commits to a CCRA to a certain assigned capacity, then we would hold them contractually to that.


MR. BROWN:  Yeah, unless there was mutual agreement to do so otherwise.  I think it is unlikely that we would do otherwise.  Not necessarily between us but between other --


MR. MONDROW:  Maybe you've clarified it, or maybe the answer has changed; I don’t know.  But I was pretty clear, Mr. Satchell, that you said to me a few moments ago that at the true-up points, there could be a reallocation of capacity as among the distributors.


MR. SATCHELL:  Let me clarify.  At is the true-up point, there is an opportunity for reallocation of project costs based on the assignment of capacity at that time.


MR. MONDROW:  Is that voluntary, or is it mandatory?


MR. SATCHELL:  It's mandatory.  And to be clear, true-ups are a mandatory part of the process.


MR. MONDROW:  Okay, and this reassignment of project costs, I think -- if I now understand what you're telling me -- would only result in an increase in the assignment of project costs to any particular distributor, in the event that that particular distributor had an increased need for capacity and it was available.


And for the others, costs would only go down, not up.


MR. SATCHELL:  In a simplistic example where only one distributor's assigned capacity changed, increased in the example, than that customer would be assigned a larger percentage of the project costs.


But just to clarify, it is more complicated in that basically the calculation would be re-ran looking at the assigned capacity at the time that as it sat.  So there could be more than one change occurring at the same time.  That's why I'm hesitant to generalize.


MR. MONDROW:  You keep talking about requesting capacity.  Did any of these distributors request capacity from you?


MR. BROWN:  No incremental capacity, but they have capacity currently.


MR. MONDROW:  Right, and so you're moving some of that to the new transmission station and allocating costs to them on that basis.  Is that right, Mr. Poon?


MR. BROWN:  Yeah.


MR. MONDROW:  Okay.


MR. MONDROW:  So, sorry, one more little road here.  If Essex Powerlines got a certain assignment of capacity and associated costs at in-service date or whenever the settlement date is, and Heinz was around and then they left five years later, and there was still excess capacity available at the new transmission station, they couldn't turn that back to you because there was excess capacity already.

They would be responsible for those costs, so their remaining ratepayers would pick up the costs of that capacity, I guess, or they'd pick up those costs in rates.  Everybody else in the distribution territory would pay more because Heinz went under, which would normally happen, I guess, with distribution rates?


MR. BROWN:  Yeah, uh-hmm.


MR. MONDROW:  All right.  And how long does this true-up process go on?  Is it 25 years, or is it different for each project?  And if so, what's the length of time for this project?


MR. SATCHELL:  The TSC lays out a true-up process.  It can be different for different CCRAs.


In the case of SECTR, it would require -- require a true-up at year 5, year 10 and potentially year 15.


MR. MONDROW:  Okay, and then after that, there are no more changes on account of these project costs?


MR. SATCHELL:  That's correct.


MR. MONDROW:  Thank you.  And one of the reasons I've pursued these questions is to see if we can figure out, further to the questions and the responses, if we could determine a range of impacts on the distributors depending how the future unfolds.


Is there any way you can suggest that we can consider the outer goalposts of that range of impacts?


You understand the methodology better than I do.  And if you want to think about it -- and I don't need an undertaking, but, you know, if there is some way we can run the sensitivity on these reallocations and true-ups, that would be very helpful.

So I'll leave that with you.  I'm not sure -- unless -- well, can I ask for an undertaking for you to think about that and advise if you have a way to determine those sensitivities, and if there isn't, then you can advise that. Maybe that's a better way to do that.

MR. YOUNG:  We'll think about it and get back to you for sure.

MR. LANNI:  JT1.5, for Hydro One to think about establishing goal posts.

MR. MONDROW:  That was pretty inelegant, wasn't it?  We'll leave it at that.  I'll give you the benefit of the doubt, as the phrase has being used.
UNDERTAKING NO. JT1.5:  TO THINK ABOUT ESTABLISHING GOAL POSTS.
Questions by Mr. Sasso:


MR. SASSO:  If Mr. Mondrow is going to move on from the true-up question, just because he's gone so deep into the weeds -- and it is Andrew Sasso from EnWin -- I think there is an important, but very quick point that should probably be clarified.

Mr. Mondrow asked about the true-up under the TSC or asked about true-up, and the response was in relation to the TSC, which prescribes five, ten, and 15 years.  Mr. Mondrow didn't enquire about true-ups in the DSC and whether there is symmetry between the two and whether under the DSC true-ups would also occur at five, ten, and 15 years, and perhaps that could be clarified, in order to be clear that whether or not when the true-ups occur on the transmission side they'll be able to flow through the distributor with the customers of the distributor themselves.

MR. SATCHELL:  Hydro One's proposal is that, in addition to the usual true-ups between Hydro One Transmission and Hydro One Distribution, there would be similar true-ups occur on the same schedule between the distributor, Hydro One Distribution, and its customers.  So there would be symmetry from top to bottom.

MR. SASSO:  And then just to continue that chain down, so as between then Hydro One Distribution's customers, being those represented by the E3 Coalition, they would then be able to true-up with their incremental customers at five, ten, and 15 years under the DSC?

MR. SATCHELL:  That's our vision under the TSC, or similar to the TSC.

MR. SASSO:  But that they would be permitted under the DSC to do that is the proposal that you're bringing forward.

MR. HUBERT:  If I could just jump in here, in terms of the actual code changes, I think we're hesitant to say what should be prescribed in the distribution system code in particular.  But our proposal is -- the reason we're referring to the Transmission System Code continuously is because we are trying to mirror the treatment of cost allocation on the treatment of the transmission system costs to a transmission-connected customer, and therefore flow it down using the same methodology, with similar true-up periods, similar true-up methodology, down to the distribution customers.

However, we're not making any judgments about whether that should be enshrined in the distribution system code, so that leaves it really to the Board to be able to decide whether it just approves a methodology here through an order or it decides to make further code changes to reflect on a more generic basis.

MR. SASSO:  But you would agree that currently there is a disconnect between the true-up periods under the TSC and the DSC, so if the Board did intend to have symmetry all the way from the top through to the bottom, there would need to be DSC changes?

MR. HUBERT:  There is certainly an opportunity for that, but also, we are talking about a different scope of cost as well.  One is for transmission costs, and distribution system code deals with distribution costs, right, so I'm talking here -- we're talking here about a flow through of transmission costs to distribution customers.  That's why it's a constant reference to the Transmission System Code.

So distribution costs may be dealt with in a similar or inconsistent manner, but they are governed by the distribution system code.  Does that help?  Obviously not.

MR. SASSO:  No, no, I think it does, but I just want to be clear.  So it would not be considered -- so even though a distributor through its CCRA, with, you know, using Mr. Mondrow's example, a greenhouse grower in the -- let's say the town of Kingsville that's served by E.L.K., that it's the TSC that would govern that CCRA in respect of the transmission costs that are being flowed down to E.L.K. from Hydro One Distribution per the chart we looked at earlier in the slides.

MR. HUBERT:  I don't think I can even go as far as saying that, because distributors are not subject to the Transmission System Code, right, so we really need a new construct for how distributors are going to pass the costs on to their customers.  It could be through their conditions of service, it could be through the Board approval process.

MR. SASSO:  Yes, that's very helpful.  Thank you.

MR. MONDROW:  Just before we leave this interrogatory, so I'm still looking at tab 2, schedule 9.  I'm looking at page 4 of 4, under the capital contributions table.

Sorry, and this is capital contributions in respect of the -- I think these are the distribution costs.  Anyway, I think these are the distribution costs.  I'm sorry?

MR. BROWN:  If I may, this chart here is actually a bit of a sensitivity analysis exercise, in the sense that the numbers for capital contributions for each of the distributors are recalculated in the absence of those ST customer connections that we had in our forecast, and that was -- the desire of this chart was to sort of do a little bit of sensitivity analysis and what the numbers might look like in the absence of those large connections coming online.

MR. MONDROW:  Yes, that's very helpful, because I actually want to -- thank you, I want to ask you about the -- not the next sentence, but the sentence following the -- the second sentence following the table.  It says:

"In addition to changes in the load forecast, customer additions and estimated project costs represent uncertainties to the initial economic evaluation and the resulting capital contributions.  All of these estimates will be reconciled to actuals at the appropriate time."

What is the appropriate time?

MR. SATCHELL:  There's a number of reconciliation points in the process.  The initial economic evaluations and capital contributions are expected at the signing of the CCRAs.  The next opportunity to reconcile to actuals is shortly after the project goes in-service based on the in-service information.

At that point the economic evaluations are updated to reflect actual costs.  It's also an opportunity to update the load forecast if there's been a change.

Then we also -- we've previously discussed that at years 5, 10, and potentially 15 there is true-up points.  At that point the economic evaluations are updated based on changes in load, both for changes in actual load experience since -- from in-service to the true-up point and potentially any changes in the load forecast.

MR. MONDROW:  Thank you.  That's a very comprehensive answer.  I appreciate that.

MR. STOLL:  Excuse me, Ian, can I just ask one -- I'm sorry to interrupt.

I believe you said the first payment is due when the CCRA is signed?

MR. SATCHELL:  That's correct.

MR. STOLL:  Okay.  In the context of the SECTR project, what's the anticipated execution date for the CCRA?

MR. YOUNG:  Assuming approval of this proceeding, roughly in the next three to four months, the expectation is that it may take nine months to a year to make all the arrangements with all the potentially interested parties to establish all the CCRAs that is currently budgeted in the time line.

MR. STOLL:  All right.  It is probably one of those cascading problems that goes to the distribution element as well.  Thanks.  That helps.

MR. MONDROW:  Can I take to you tab 8, schedule 4.  I want to look at attachment 1, which is Adobe 160.  And -- no, you had it right.  It was that blank page, right there.  And forgive me if I've missed it.  It's quite possible, but I don't believe this attachment has been filed and if not -- it was just filed now, as I'm speaking?  Thank you.  That's customer service.  I don't know what everyone is complaining about.  Thank you very much.  That's fine.

Just before he we leave -- while we're here and just before we leave this interrogatory response -- oh, no, sorry, not this one.  It is the last one; my mistake.

I have to take you back to tab 2, schedule 9, so starting at Adobe 45.  I apologize for that.  I should have gotten this before.

And I actually want to take you to attachment 1 to this interrogatory, and we may as well look at page 5 of attachment 1, which is Adobe 52 of the file.

And so we saw some of these flow diagrams in your slides earlier, and below this flow diagram in this instance, there is a table and the table has a column that says "contracted capacity in megawatts", and we're not sure what that means.

Can you tell us where you are get the contracted capacity number from?

MR. SATCHELL:  It's the assigned capacity that we're assuming each customer is going to contract for, and we base that number based on the load forecast that we received.

MR. MONDROW:  So when we get the load forecasts from you, they'll match?

MR. BROWN:  I would argue -- these numbers will be the forecast that each of the customers and local distributors will provide to Hydro One, to be input into a capital cost contribution recovery agreement, and subject to those terms and conditions.

MR. MONDROW:  Fair enough.  There are numbers in this table, and we want to know where the numbers come from.  So they come from the load forecast that you used for the allocation?

MR. BROWN:  Yes.

MR. MONDROW:  And so when you give those load forecasts, we should be able to find these numbers?

MR. BROWN:  Correct.

MR. MONDROW:  I don't think I've asked you for the Hydro One load forecast, either the initial one or the updated one, if there was an updated one, or both.

Can you include in your undertaking response Hydro One Distribution's load forecast that was the basis for these allocations reflected in the responses?

MR. BROWN:  I believe they're in here already, aren't they?  Yes, absolutely.

MR. MONDROW:  Okay.

MR. BROWN:  That's table 5 numbers.

MR. MONDROW:  Are those all the numbers that follow?  These reflect the Hydro One Distribution forecast.

MR. BROWN:  Yes.

MR. MONDROW:  So they're already here.

MR. BROWN:  They're already there in table 5.

MR. MONDROW:  Fair enough.

MR. SATCHELL:  I would point out there are a number of load forecasts, including Hydro One's load forecasts, found on -- in that same attachment 1 we've been speaking about, starting at table 23 through table 28.

MR. MONDROW:  So table 23 is what page number of the attachment?

MR. BROWN:  39 of 45.

MR. SATCHELL:  It is page 39.

MR. MONDROW:  So I think what you're telling me is that these load forecasts, which are Hydro One Distribution load forecasts, are the load forecasts used for the allocations.

MR. BROWN:  And if you actually go into each of these, there is a derivation that shows for each LDC the load forecast numbers from 2018 all the way through to 2043, I believe.

So those numbers -- those are the forecast numbers for each utility that went into the derivation of the cost calculations.

MR. MONDROW:  Yes, but my earlier question was:  Are those the numbers that the utilities provided to you, or have they been adjusted?

MR. BROWN:  Yes, I don't dispute that.

MR. MONDROW:  And so that undertaking response you're going to get back to us.

MR. BROWN:  Absolutely.  But you asked for Hydro One's --


MR. MONDROW:  I understand.  So for Hydro One we should use the numbers in this attachment, and for the other load forecasts, you are going to provide those.  You've provided the forecast you used; you are going to provide with us the forecast that was submitted to you.

MR. BROWN:  Yes.

MR. MONDROW:  Fair enough.

MR. SATCHELL:  And just for completeness, I'd point you to one more load forecast and that's in the pre-filed evidence at B43, table 5.

There you will find the load forecast that was used for the capital contribution calculation between Hydro One TX and Hydro One Distribution.

MR. MONDROW:  Maybe you can help us with the contracted capacity megawatts number.  What year is that number from?

I was looking at page 5 of 45 of attachment 1, tab 2, schedule 9 of the interrogatory responses and for Hydro One Distribution, for example, there is a 71.8-megawatt contracted capacity number.  What year is that; do you know?

MR. SATCHELL:  That's the contracted capacity at the time of CCRA signing.

MR. MONDROW:  So would I find a 78.1-megawatt somewhere in those load forecasts for Hydro One Distribution that you just took me to?

MR. BROWN:  I'd have to confess I don't know.

MR. MONDROW:  Okay, could you undertake to point out where the cross reference for the 71.8 megawatts for Hydro One Distribution in the second column of the table on page 5 of attachment 1 to tab 2, schedule 9, can be found in the Hydro One Distribution load forecast filed on the record?  And if it's not there, explain that.

MR. BROWN:  Oh, did you find it?

MR. SATCHELL:  Yes, so I would ask you to turn to table 23; page 39 of attachment 1.  You'll find the derivation of the load used for Hydro One Distribution.

If you look out to the year 2023, you see the load in excess of capacity is 71.8.

MR. MONDROW:  Sorry, what page are you on?

MR. SATCHELL:  Page 39 of 45, in the year 2023 -- sorry, 2043; I may have misspoke.

MR. MONDROW:  And that would be true of the contracted capacity numbers for each of the distributors that we saw back on the summary tables back on page 5, their year 2043, numbers?

MR. SATCHELL:  I believe they would be from the year which has the largest load in excess of capacity, which is likely year 2043 in many cases.  But we'd have to check.

MR. MONDROW:  So these figures are being used to allocate line pool costs, right?

On page 5, you are tracing the allocation of $45.3 million in line pool costs, right?

MR. BROWN:  There is a calculation right for the station.

MR. MONDROW:  I appreciate that.  I guess the reason I'm asking that is you pointed us to the year 2043, and I perhaps mistakenly thought that the allocation was going to occur on the basis of the year the CCRA was signed.  So I don't understand that.

MR. SATCHELL:  Yes, and the presumption is that at the time of CCRA signing, the customer will sign up for enough capacity to meet its needs according to this load forecast over the next 25 years.  That's an assumption on our part.

MR. MONDROW:  Thank you.  Okay, I have one more topic.  I will try to make it as quick as I can.  Did you want to take a break or keep going?

MR. RICHMOND:  How long do you think it will take you, Ian?

MR. MONDROW:  Can I get back to you on that.  Fifteen minutes?

MR. RICHMOND:  Let's go to 3:00, and we'll take a very short break then.

MR. MONDROW:  I'll try to make it faster if I can.


MR. RICHMOND:  Try to make it five to three.


MR. MONDROW:  Tab 2, schedule 17, please, which is Adobe page 104.  So we asked you:

"Please provide a list for each of the affected distributor's service territories of the customer loads, new load, or incremental to existing load, anticipated, and triggering the requirement for the SECTR project.  Please label each customer by code, and for each customer please provide as specific a description as possible of location, the amount of the load, and the assumed in-service state."


And in response we have a table which is a summary, which I assume aggregates the loads of all four of the distributors, not allocated by distribution territory.


Can you provide us with an allocation of these figures by distribution territory?


MR. BROWN:  So this table was developed from the Essex Energy report, and so I don't believe that we had any specific geographic site established for each of these projects that we can actually tie them to a particular geographic area or distributor.


MR. MONDROW:  Is that report on the record, that Essex Energy report?


MR. BROWN:  That's a good question.


MR. MONDROW:  I don't think so.


MR. BROWN:  I don't know.


MR. MONDROW:  Could you file it?


MR. BROWN:  I don't see there is any reason we couldn't.  Yeah.


MR. MONDROW:  Undertaking --


MR. LANNI:  JT1.6.

UNDERTAKING NO. JT1.6:  TO FILE THE ESSEX ENERGY REPORT.


MR. MONDROW:  Thank you.


Was that report updated between the time of your initial filing and the time of this filing?


MR. BROWN:  I believe we just have one report.


MR. MONDROW:  It's a 2012 report, according to the interrogatory responses.  Is that your recollection, Mr. Brown?


MR. BROWN:  Yes.


MR. MONDROW:  Okay.  So the table that I asked you about, the summary table, was for the years 2013 to 2017 -- we're told that in the text above the table -- do they include actuals for 2013 and 2014, which would be years one and two, or are they all from the Essex Energy report?


MR. BROWN:  No, these are all from the Essex Energy report.


MR. MONDROW:  Did you do any independent investigation or analysis or look at any other reports other than the -- taking what's in the Essex Energy report and reflecting it in your methodology?


MR. BROWN:  To my knowledge, no.


MR. MONDROW:  Can you update the table with actuals?


MR. BROWN:  I don't know that I will be able to, in the sense that I won't know which of the identified projects from the Essex Energy report may have been connected or not connected in this period.  I think if you are looking at the Essex Energy report as a potential view to accuracy around forecasting, then it is a couple of years out of date.  I can agree to that.


I think at this point we're far enough along the project, though, that, should we be able to determine methodology for cost allocation, we can probably get best information from our customers, be able to sit down collectively and share with them the outcomes of this allocation process and determine who is interested in connecting, given what the costs are.


So, I mean, at this point I think that's probably the best way for us to move a path forward and decide whether we can solidify a load forecast.


MR. MONDROW:  Sorry, when you say your customers, you mean Hydro One Distribution's ST customers.


MR. BROWN:  I mean all of our customers collectively as distributors and ourselves amongst as -- so, for example, this whole area is going to benefit from an investment, a costly investment, no doubt, but if all of us come together as distributors and say to all of our customers that are potentially interested in connecting to our distribution systems in the Kingsville area, to come to the able, share the outcomes of this allocation process and the associated cost structures for each of the potential projects that we understand to be out there and waiting, my sense is that is going to be the most valuable piece of information for us to understand and provide a view to what the future forecast looks like.


MR. MONDROW:  Do you understand there to be projects out there and waiting in the distribution territories of each of Essex Powerlines, E.L.K., and Entegrus?


MR. BROWN:  We hope so.


MR. MONDROW:  That's not what I asked.  I asked if you understand there to be projects waiting?


MR. BROWN:  Well, as per this economic report, we have a view that folks feel there's a need for connection.  We do believe that those are real projects.  They have formulated the foundation for our forecasting, and we believe them to be real.


MR. MONDROW:  And if Essex, E.L.K., and Entegrus -- and I'm not suggesting they would, because I don't know, but if they came to this discussion you were talking about and said, 'Thanks, but we actually don't have any incremental load, we're not interested,' they could do that?


MR. BROWN:  I think they could do that, absolutely.


MR. MONDROW:  Okay.  Can you to go Exhibit -- sorry, tab 1, schedule 4, which is Adobe page 7, in response to which you provided a list of, by customer number, 34 customers and associated summer peak demands.


I take it these 34 customers are all in Hydro One Distribution's service territory?


MR. BROWN:  Yes.


MR. MONDROW:  And you are not aware of any other than the 34 listed in any of the service territories specifically?


MR. BROWN:  I'm not aware of any customers that are not in Hydro One's service territory.


MR. MONDROW:  Are there more customers in Hydro One's service territory than these 34?


MR. BROWN:  This was a view that was presented recently.  I suspect that -- is it absolutely precise?  There is probably some puts and takes.  Once again, I think what you have to understand is that a lot of these folks have indicated an interest.  We have discussed with them, talking about this filing and this project, and that there are cost implications associated with these large connections that may be pursuant to connection, and so they're kind of -- they're in waiting.


MR. MONDROW:  Thank you for that answer.


In the question, Board Staff referred to the Heinz facility, which I've parenthetically referred to a couple times, and just to read in the interrogatory, in the second sentence of the interrogatory it says:

"That reduction in historical demand (referring earlier to a 25 percent noted reduction in the Windsor-Essex area) occurred while a major customer, Heinz, was in operation.  As explained on page 11, the closure of that large food processing facility was recently announced."


And in the response you referred to, in the second sentence of the paragraph prior to the table:

"The Heinz facility is a customer of Essex Powerlines and thus demand for their facility was included in the historical and forecast loading submitted by Essex Powerlines, utilized in the SECTR filing for cost allocation purposes."


Do you know if that load was included in the 2014 updated forecast that Essex Powerlines provided to you?  It is not a trick question.  I don't know.  Do you know?


MR. BROWN:  I wouldn't know.


MR. MONDROW:  In any event, for the -- well, so if it was included in that -- sorry, if it wasn't included in that forecast, then there's nothing you need to do, but if it was included in the forecast, should you be backing that out?


MR. BROWN:  I would -- I guess I would argue that when the time comes to actually determine whether we're going to move ahead with CERAS and execute, based on a contracted forecast, I would encourage the local distributor to have a really good view as to what's in and what's out and what they think may happen going forward.


I think when we look at these right now, these forecasts are just that.  They're forecasts, and they're going to be subject to change based on economics.  New customers are going to connect; some customers are going to go out of business, some are going to put in conservation and demand management initiatives.  There is going to be a whole host of changes to customers, right?  Who they are, when they connect, how big their facilities are.


So again, a lot of this is at the time of settling on a contractual obligation for a particular forecast, I believe, is the time that we want to really succinctly nail down what our forecast looked like as distributors.


MR. MONDROW:  Give me one minute.  Two quick questions to follow up on a discussion we just had.


If one or more of the other three distributors, Mr. Brown, doesn't want to sign on to this project, does the project proceed anyway?


MR. BROWN:  The $64,000 question.


MR. MONDROW:  Well, actually we have math -- it is probably more than that, but --


MR. BROWN:  I suspect that all of us are going to have to determine where does the critical -- you know, where does the critical mass happen, where we have enough participants to economically make a business decision to proceed with the project.


MR. MONDROW:  Mr. Poon, you responded to Mr. Richmond with some authority -- or to me, maybe.  You've had situations in the past where you have, in an economic evaluation, included revenues from load that was transferred from an old overloaded location to a new location.


Can you provide some examples of where that's occurred in the past?


You can undertake to do that; you don't have to do that on the spot.  But I'm curious about where that's occurred.


MR. BROWN:  Yeah, we can take an undertaking to do that.


MR. RICHMOND:  That will be undertaking JT1.7.

UNDERTAKING NO. JT1.7:  TO PROVIDE EXAMPLES OF SITUATIONS IN THE PAST WHERE IN AN ECONOMIC EVALUATION HONI HAS INCLUDED REVENUES FROM LOAD THAT WAS TRANSFERRED FROM AN OLD OVERLOADED LOCATION TO A NEW LOCATION


MR. MONDROW:  And those are my questions.  I appreciate your patience, lady and gentlemen, and everybody else in the room.


MR. RICHMOND:  Thank you, Mr. Mondrow, I think we can take a break until five after three.


Did the parties, during lunch or prior to that, have a sense of who would go next?


Did you work that out?  Or if not, you can deliberate that over the next eight minutes, I guess.  Okay, thank you.

--- Break taken at 2:58 p.m.
--- On resuming at 3:07 p.m.

MR. RICHMOND:  I guess we can get going now.


So any volunteers to start us off, or...

Questions by Ms. Greey:


MS. GREEY:  Yes, I will volunteer.


MR. RICHMOND:  Okay, Ruth.


MS. GREEY:  I just have a couple of clarification questions, and I was going to get up the presentation, but my first question we can look at the IR of T2S7, but I'm actually referring, Bing, to a comment that you made during the presentation.


This is looking at the three approaches, and I think we've agreed that the first A approach is what is in practice to date?


MR. YOUNG:  That's correct.


MS. GREEY:  And you had used the --


MR. YOUNG:  That approach A --


MS. GREEY:  Yes, approach A.


MR. YOUNG:  -- was essentially the old 6.3.6, which has been eliminated.


MS. GREEY:  Okay.  And you had used the word free rider, and I just wondered if you could -- I know there's a statement in the interrogatory, but I wondered if you could just expand a little bit during your presentation what you meant by that.


MR. YOUNG:  Oh, only from the perspective that in either the approach A or in approach C one party funds it all.


MS. GREEY:  You had sort of said that on A, so you are just -- you are just saying it is either A or C --


MR. YOUNG:  A and C.


MS. GREEY:  -- one part of --


MR. YOUNG:  That's right.  It is either one or the other.


MS. GREEY:  Okay, now, if I could go to the presentation and one of the diagrams that you have that may be one of the 15 slides, iterations of the map, just -- I'm not sure, and it probably doesn't -- yeah.  That's fine.  That's the last one.


So a full agreement -- and thank you, that was a very good presentation on showing exactly where we stand, and so understand -- and certainly understood that a lot of this project is -- if one of the lines goes down, either one of the 115s or one of the 230s, the whole area is in trouble.  That's a transmission issue, right?  That that's -- it's a risk to the distribution customers, but isn't your accountability as a transmitter to ensure that you can provide electricity that the distribution system needs?


MR. YOUNG:  Well, our accountability as transmitter is to meet both capacity needs, as well as to meet the, you know, restoration requirements as per the ORTAC.


MS. GREEY:  Exactly.


MR. YOUNG:  So we are required to meet both, you know, what's in the -- our obligations in the Transmission System Code, as well as our obligations in the market rules.


MS. GREEY:  Exactly, so the restoration needs those needs that started it, are because the load in the area has increased over years.


MR. YOUNG:  That's right, that the load in the broader area --


MS. GREEY:  Yes.


MR. YOUNG:  -- is such that the transmission now is inadequate to meet the restoration requirement.


MS. GREEY:  And so that means, like, maybe a long time ago if one of the lines had gone down, it wouldn't have been such a big deal.  Now one of the lines goes down, either 115 or 230, it is a big deal.


MR. YOUNG:  Well, from a restoration perspective, it is the 230, then it's a concern.  And from a supply capacity's perspective, it is the issues of the 115 kV system.


MS. GREEY:  Yeah, and why I'm just saying that is because this is the load increase; it's not new.  I think it's been going on for a long time.  And I guess my question is:  With the approach that you're using now, it's sort of like, oh, okay, now we're going to -- your capacity that each of these distributors needs is gone to this amount, so they have to contribute X to the project.


But it's a -- quite a historical element that's happened.  Like, you've had -- the capacity has slowly been increased for a long time, so I guess the question is:  Is it fair for them to have to pay and ultimately the ratepayer have to pay in each of those areas versus having the pool pay more?


MR. YOUNG:  Yeah, I think we just have to follow the provisions that's provided for in the code with respect to new capacity and new connections by the customer --


MS. GREEY:  I'm saying it's not new capacity, though.  The need for this capacity has been going on for, like, the last 20 years.


MR. YOUNG:  Well, I would agree with you that some of the overload has happened in the last few years.  I wouldn't characterize it as being over 20 years.


As you can see, earlier in the OPA's, IESO's evidence, that the load in this area has changed over the years.


MS. GREEY:  Mm-hmm.


MR. YOUNG:  In 2007 and in that time frame, it looked like the load was growing and was continuing to grow.  And we were taking steps to proceed with the Leamington investment at that point, but then the trend was that the load was going down and that at the time the expectation was that that trend may continue to go down.  So then we felt that it wasn't appropriate at that time to proceed with that investment, but now that -- for the planned forecast, it does look like there is new growth and that there is a -- there will be a sustained overload for the supply to the Kingsville area.


MS. GREEY:  I guess my point was just that because before that -- like, I mean, when you were thinking of doing the restoration work, the 22 million only, which was your first alternative before realizing that you could fix everything with a more comprehensive plan, that the load had been -- you know, you were doing that restoration because load over time, like, ten years ago, had increased, and I'm just thinking that some of these costs -- and I'm talking about this new cost allocation.  Should we be considering exactly what the pool pays?  And should it be more if it's a longer-term -- it has been a longer-term issue --


MR. YOUNG:  Well, in the absence -- and this is hypothetically -- in the absence of no new capacity needs, let's say in the Kingsville area --


MS. GREEY:  Umm... uh-hmm.


MR. YOUNG:  -- but the load in the broader 115 kV system is at the level that's been identified, then we would have to go -- move forward with an investment at the system level to address the system restoration issue.


MS. GREEY:  Exactly, and has fully been accounted for in this new cost allocation of taking all those costs into the pool?


MR. YOUNG:  Yes.


MS. GREEY:  You have taken all of those costs.


MR. YOUNG:  Because the one investment now deals with both issues, so now we don't have to make the investment, the $22.5 million investment, for the -- upgrading the J3E/J4E, the Keith Autos, as well as the new capacitor.


MS. GREEY:  But you're doing something bigger instead.


MR. YOUNG:  Well, we are doing a project that will meet the capacity need, but at the same time deal with this to --


MS. GREEY:  Right.


MR. YOUNG:  -- avoid needing to make the transmission investment.


MS. GREEY:  And I'll -- okay.  I'll leave it at that.  Yeah.  Look at the allocation of pool, but we can do that at another time.


The third one is the DG customers, so they actually can't -- if there is customers out there -- we know there are.  You've had applications that want to have the distribution generated, system operational.  They can't right now because there's no room at Kingsville; is that correct?


MR. YOUNG:  Yeah, largely speaking that's correct.


MS. GREEY:  It is a constrained area --


MR. YOUNG:  There might be some very, very small generators that might be able to squeak into --


MS. GREEY:  Yes.


MR. YOUNG:  -- whatever remaining capacity there is there.


MS. GREEY:  But generally there's great potential for DG there, and they are not all able, but they're ready to go.  I mean, they haven't built, but they've requested and now...


MR. YOUNG:  I understand there is some interest.  To what extent and what level I'm not aware --


MS. GREEY:  Have you had applications for connections?


MS. GARNER:  I will comment on the --


MS. GREEY:  Yeah.


MS. GARNER:  There is an IR, and forgive me at the moment -- I don't know how quickly I'll be able to find it -- I think it was an -- I want to say it was an Energy Probe IR, but I might be wrong there -- that asked about the number of -- we provided the number of applications to the CHPSOP2.0 program, and so that does indicate an interest in the area, and sorry, what --


MS. GREEY:  So they would not be able to -- and right now you would say, well, it has to be on hold because we wouldn't -- there is nowhere for you to be able to connect with the capacity constraints at Kingsville.


MS. GARNER:  That's correct.  As Bing has indicated, Kingsville TS existing station is short-circuit-limited and there is a very small amount of remaining generation connection capacity.


MS. GREEY:  Right.  So really they are really in need of Leamington TS for their connection, and my question is, because they are in so need, they are not going to be able to get their distributed generation going unless Leamington is built, and my question is:  So why aren't they a contributor?


MS. GARNER:  Let me just --


MR. MONDROW:  The interrogatory response is tab 11, schedule 13, if that's what you're looking for.


MS. GARNER:  I'm not sure that's the one I need right now.


[Witness panel confers]

MS. GARNER:  The table 1 of -- that I've brought up earlier of B44 describes the benefit of enabling the connection of additional distributed generation in the Kingsville-Leamington area as a benefit to the local generation developers.

It was not a driving need for the project.

MS. GREEY:  Because they are now part of the project, in the sense that they won't be able to connect unless it's built.

My question just is:  Why aren't they a contributor? And I know actually you had said twice, and it will be in the transcript, that they are considering DG a benefit to all of Ontario.

But I just think that -- and I don't know whether we'd have an opportunity in this proceeding, or whether it be a generic, but I think it should be reviewed.  We are doing regional planning.  We are really keen on distributed generation.

But, you know, they could be considered a large customer, they could be considered something that then would mean that other ratepayers within the LDCs that are of concern in this project would have not have as big an increase, or any increase in their rates.

MS. GARNER:  To be clear, I wouldn't have said that connecting DG was a benefit to all ratepayers.

I said in my presentation that reducing constraints on large generation connected at Keith TS is a benefit to all ratepayers.

MS. GREEY:  I've got it.

MS. GARNER:  And that's also contained in the same table 1, that differentiates between the needs and the benefits and who they are being -- the beneficiaries are.

MS. GREEY:  So could it be considered?  Or would you consider that having them as part of this project, if they're going to be beneficiaries, can they be contributors?

MR. BROWN:  If I can -- go ahead.

MR. POON:  If I can refer you to tab 2, number 15, I think that does address the issue that I think you are raising.

There's a section 6.3.16 of the TSC that sets out the methodology that is to be followed in terms of assigning cost responsibility whenever there is a mix of load customers and generated customers connecting.

So I don't know if that answers your question.

MS. GREEY:  Yeah, and I was thinking shouldn't this be part of the scope of this, to relook at that and change the codes --


MR. POON:  You're thinking the Board may look at this and think that maybe that should be revisited.

MS. GREEY:  Yes, or maybe an intervenor might look at that and say yes.  Would there be any consideration from Hydro One at this point of reviewing that?

MR. POON:  Well, as I said earlier, Hydro One at this point is not proposing any changes to the code, where the code is already addressing specific issues.

So we're following the code as is.  Our proposal is not intended to change anything that's already existing in the code, only the stuff that's actually being contemplated by the Board under review right now and where there's a gap.

MS. GREEY:  But those aren't approved yet, so there is still an opportunity.  They are still going to have to update the TSC after this, or you maybe --


MR. POON:  If the Board feels that it is appropriate to revisit 6.3.16, yes, of course.

MS. GREEY:  And my last point, the 19.3 million which I think it is -- it's in the exhibit, but we don't need to look at it -- for the DX infrastructure, I know that that would be looking at the DSC to see how that's allocated.

But that will have a fair impact on at least the three LDCs at this point of having to know how much they're going to have to pay for that could affect whether they want to be part of the project.  And also it affects the rate impact.

So is there a contemplation of having that in scope? You're leaving it to the Board to see if it's in scope?  I’m just sort of troubled a bit that there's going to be, you know, we could -- end in an allocation, we don’t really know what will happen on the distribution side -- and not even just this, generically with this allocation.

MR. HUBERT:  Yes, the treatment of the distribution cost is obviously relevant to the parties involved.  This is where we look again at the scope of the proceeding.  We start out by putting forward our transmission cost as part of the section 92 application, and then there was intervenor interest in understanding the full cost picture.

I think for Phase 2, it is probably appropriate in the hearing for the Board to want to look at that.  And the Board may choose to order an allocation method for that.  But that would really be a more generic decision, or a decision specific to these costs as opposed to a section 92 approval.  So I just wanted to segregate those.

MS. GREEY:  Thank you, Mr. Hubert.  Thank you.  Those are all my questions.

MR. MONDROW:  Can I just get clarification on one of the responses in the discussion you just had with Ruth, if that's okay?  It will take a minute or maybe two, but probably not.

You were talking about distributed generation and the reason, as I understand it, you gave for not allocating cost to them is they didn't trigger the project.  Well, we're not talking about triggers any more, I thought.

But leaving that aside, Mr. Poon, you referred to the interrogatory response which you thought might be helpful for us, tab 2, schedule 15.


Tab 2, schedule 15 refers to section 6.3.16 of the Transmission System Code, which says that essentially, as I read it, if there is a generator connecting, they would be attributed costs in accord with section 6.3.14 of the code.

And section 6.3.14 of the code talks about ways to attribute costs to them.

So I don't understand your reference, being Hydro One's reference there.  Is that because the code says triggering customers and they didn't trigger it, so they didn't get any costs?  Is that what you're essentially saying?

MR. POON:  The section of the code, 6.3.16, sets out that the type of customers, whether generated customers or load customers, that cause the net incremental coincident peak flow, that customer type -- those customers are the ones that are assigned cost responsibility for the new or modified connection facility. So that's where I thought it would be helpful.

MR. MONDROW:  And that's because distributed generators don't contribute to net coincidental peak load.

MR. POON:  Well, it's because they don't cause it.

MR. MONDROW:  So you're back to because they didn't trigger a net increment, they don't get allocated any benefit or cost?

MR. POON:  If you want to define "trigger" as causing a net incremental coincident peak flow, I would agree.

MR. MONDROW:  Okay, I won't take up -- I've taken up enough time, so thanks.

MR. YOUNG:  Maybe I can perhaps clarify, or say it in my words?  In the cases where there is a mix of both load and generation customers and per this particular section, that if there is more load than generators, than this facility is deemed to be a facility for load customers, and then -- as a result, only load customers are required to fund this investment.

MR. YOUNG:  Well, that caused a net incremental coincident peak flow.  So this would be -- so at the time of the investment if you had -- effectively, the expectation is 100 megawatts a load, and we're just using the example, only 50 megawatts a generator, then this facility is intended for load customers, and only load customers would be responsible to pay for this investment.

And then even if subsequent load customers come, they would only -- only load customers would be rebated rather than generator customers.

MS. GREEY:  Can I -- I did start this.  But that's saying a trigger, as Mark just said, and we are not looking at triggers right now; we're looking at the beneficiary approach.

That's where I'm coming from.  I would like you to give some thought to that as we go forward, because I think if we are purely going to move from a trigger -- which is load, fully agreed -- to who is benefitting from the project you are doing, DG are definitely going to benefit from this.

MR. RICHMOND:  Is that it, Ruth?

MS. GREEY:  That's it

MR. RICHMOND:  Mark, you're next?  You're up?
Questions by Mr. Rubenstein:


MR. RUBENSTEIN:  I just have a few questions, and I want to go back to one of the presentations that was given this morning.

This is the summary of proposed cost allocation approaches and on the fourth slide, where it shows the allocation to the specific distributors, there was an unallocated capital contribution amount of 2 million.

I just want -- I don't fully understand why there would be an unallocated amount.  I would have assumed you'd want to allocate all of it.

MR. SATCHELL:  The unallocated amount is a function of the way the economic evaluations were performed and the inputs that went into them, in particular the load forecasts.  When you look at the load forecast for Hydro One Distribution in total, as it's connected to the transmitter, it includes everyone below.

When we go to do the allocation to the individual distributors, we need to break that total load forecast down into its component parts, and those component parts do not actually, when you add them together, equal the whole, and the reason being is that at a gross level they do.

But we apply the PLI adjustment, or the peak load index adjustment, which reflects the monthly peaks for each of the individual distributors, and their peak isn't necessarily at the same point each month.  Therefore, the load forecasts don't totally align, and in this case it results in a $2 million gap because of the different load forecasts.

And I guess just on your comment that you'd want to allocate it all, Hydro One's belief was that this amount is relatively small, and we were not going to create an additional allocation methodology to try and allocate it and instead leave it just sit up at the -- with Hydro One Distribution.

MR. RUBENSTEIN:  So Hydro One Distribution, essentially.

MR. SATCHELL:  Yes.

MR. RUBENSTEIN:  Okay.  There was a lot of discussion about -- before the break about -- we'd be talking about update -- there will be an -- because of the Transmission System Code there's going to be a sort of an update every five years, and there was a discussion about this -- the lack of symmetry with the DSC and how we may want to have a discussion with that.

I was just wondering, because I'm not too familiar with this, under the current rules, the current distribution system code, how -- what would happen?

MR. HUBERT:  The distribution system code doesn't deal with it this at all, the allocation of upstream transmission costs, so it is a no man's land right now.  That's why we propose an allocation methodology.

MR. RUBENSTEIN:  But let's just say it's not an up -- okay.  I understand.

MR. HUBERT:  There are -- there's certainly methodology in the chapter dealing with expansions.  There is certainly lots of analysis for DCFs and cost allocation of distribution costs, which we of course follow, as I'm sure the other LDCs in the room do, but it does not deal with the upstream transmission costs and how they should flow through to the ultimate parties that benefit.

MR. RUBENSTEIN:  We're in this proceeding, so there is a chance for everyone to sort of air their issues with the methodology or not, and obviously the E3 Coalition is here to represent their views about problems with the methodology.

I'm wondering what happens in -- when there's a -- when there's an expansion or a -- of a facility that does not require a Board approval, so there is no section 92 authority.  When there's dispute -- when there would be a dispute between distributors and Hydro One about what are the benefits that we are considering or how those costs would be allocated, is it essentially just simply a negotiation between you -- between the parties?

MR. YOUNG:  I think our hope is that once, whether by order or that new rules are established, then it would be clear in most situations.  And I think in the exception cases, you know, beyond something that could be resolved by negotiation, cannot be, then we would have to seek advice from the Board.

MR. RUBENSTEIN:  So I understand that the -- it's possible through the distribution system code to maybe easily determine, based on a set of principles, how you're going to allocate, so you're saying load -- we're going to use the load forecast at this point and so on, but the determination of the benefits, my understanding currently that is being done by the IESO, would that also -- you wouldn't be able to put in the distribution system code how you determine the benefits or -- sorry, the Transmission System Code, at least how it's being proposed to be amended.  It is simply just the benefits.

MR. YOUNG:  Yeah, just like in every project, the specific aspects about the need and what are the approaches to address that need, will be different from case to case, and so in those situations we would be looking to the IESO to confirm the need and that the appropriate investment is being made to address that need, and then based upon that, then we would apply the proportional benefit that we're proposing, should it be approved.

MR. RUBENSTEIN:  There was a discussion with Mr. Mondrow, and he asked -- and there was an undertaking given to consider how we're going to look at -- if there is variances or if the -- if the goal posts change going forward.

I just want to ask you sort of more broadly from your experience.  Do you generally see when a CCRA has been signed that there are material variances in the five-, the ten-, the 15-year mark, with the load of that connecting customer?  Does this happen often?

MR. SATCHELL:  Yes, there can be.  It certainly can happen, and we've had it happen in a number of cases.  And those do occur primarily when the load forecast originally provided was not an accurate predictor of the future.

MR. RUBENSTEIN:  Those are my questions.  Thanks.

MR. MILLAR:  Thank you, Mr. Rubenstein.

Who is next?  Yes, Mr. Clarke?  I think you need to turn your microphone on.  The green light should come on.
Questions by Mr. Clarke:


MR. CLARKE:  Thank you.   I have a few technical questions and then sort of a process question.

For the ISO, to Ms. Garner, the Brighton Beach benefit that is attributed to be available to all customers in Ontario, is that a reduction in congestion management settlement credits, or is there something else going on there?

MS. GARNER:  The benefit of reducing constraints on generation connected at Keith TS or reducing congestion for that generation, which would be another way of stating it, ought to improve the cost-effectiveness of generation dispatch by proving the -- improving the ability to dispatch generation in economic merit order without technical limitations.

MR. CLARKE:  And if my understanding is correct, and I spent a few years on a technical panel, that should result in an overall lower power bill across Ontario; that's the idea.

MS. GARNER:  That's the idea.

MR. CLARKE:  And can that be quantified?

MS. GARNER:  What we are -- when I presented slide number 10 in my presentation, which I realize you may not have reviewed yet, I noted that the same benefit in reducing constraints on generation is provided by both the SECTR project and the -- what we sometimes internally refer to as the proxy solution of the J3E/J4E upgrade, they provide the same benefit, and that's why the cost of that J3E/J4E upgrade as an avoided transmission facility investment captures the value of reducing the constraints on generation, whatever that value may be.

MR. CLARKE:  But can you compute that value or estimate that value.  The ISO has pretty good analytical capabilities, to my recollection.  So you must have an idea of how much congestion -- how many congestion payments have been paid due to the constraints on that part of the system.

MS. GARNER:  My understanding is that that would be a very difficult calculation, and the point we are trying to make here is that it is essentially, in our opinion, the exact value of that is somewhat a moot point because the ratepayers would not need to pay more than $22.5 million for the J3E-J4E upgrade in order to receive those benefits.

So the cost is fixed at $22.5 half million; the benefits may have a larger value.

MR. CLARKE:  Okay, I'll take that.  Now I'm going to pick on Bing.

You have all the sympathy in the world for trying to plan this sucker.

You mentioned the Kingsville TS has a limit of 120 megawatts.  Is that the minimum peak in the summer, or is that --


MR. YOUNG:  The 120 limit is not the station; it's the line.

MR. CLARKE:  It's the line.

MR. YOUNG:  Supplying the station.  The station capacity is 143 megawatts.

MR. CLARKE:  And has the line -- I saw your chart with the 145 and all that.  Was that actually exceeded or was that non-coincident peak loads associated with the station, with the utilities served by the station?  Are you with me?  In other words, was that a measured peak on the station?

MR. YOUNG:  The 120 megawatts?

MR. CLARKE:  No, the 120 I understand is the thermal line limit.  But the 145, was that physically experienced at a time when the line was limited to 120, or was it experienced either as the sum of non-coincident utility peaks -- in other words, a bit of a numbers addition as opposed to a metered situation?  Or did the peak occur at a time when the line capacity was actually greater than 120?

Are you with me?  Because I know you set monthly limits on the line --


MR. YOUNG:  Yes.

MR. CLARKE:  -- and 120 I assume is your summer peak.

MR. YOUNG:  The 120 is a planning limit.  Operationally, depending on the ambient conditions, that line limit may be different.  So it would be the coincident of the peak loading and whatever the line rating is at that moment that would determine if there is a violation or not.

I know that in the past -- I don't have the specific number -- I know the load at the Kingsville area has exceeded 120 megawatts.  I think that's a historical -- that's on the historical record.

MR. CLARKE:  Okay.

MR. POON:  Excuse me, could I have one minute?

MR. CLARKE:  Sure.

MR. POON:  Please continue.

MR. CLARKE:  Okay.

MR. YOUNG:  I made Phillip happy so --


MR. CLARKE:  That's good to know.  In your load forecast, you noted that the Windsor-Essex area has been going down generally over the years for a variety of reasons.  But you also noted the driver in the Kingsville-Leamington -- and I guess including the Wheatley area -- has largely been agricultural, and a bit of tourism perhaps.  I have relatives down there, so I kind of know what's going on.

And AMPCO asked in, I think, its second interrogatory if we could get an update on what was going on in the Kingsville area, and it turned out that in 2014, I think it's 10(2)?

There we go.  When I look at that -- actually I think it's 10(1) there.  There you go.  There's the graph.

When you look at that, it doesn't seem to indicate that at least as of 2014, that load was still going up.  In fact, the trend seems to be going in the other direction at the moment.

Does that suggest that you will be taking another look at the forecast and the timing for this project?  Because from our -- you have another figure for the load forecast and my assumption here would be when you bring in the 2013 data and the 2014 data on that forecast, those data are not going in the same direction as the forecast is.

MS. GARNER:  I'll address that because if you're speaking to -- you are referring to 10 -- sorry, tab 10, schedule 2, and our original reference there was the OPA's evidence of the need.

And I know some -- the need issues were addressed in Phase 1 of the proceeding, but I will reiterate what I spoke earlier about.  We've shown on figure 11, which is above what the text you are referring to is, and the actual data from Kingsville TS have gone up and down over the past ten years that the data is available.

However, they have -- the demand has consistently exceeded the planning capability of the station, and notwithstanding economic trends, this data can also -- can also reflect weather trends because it's not weather corrected. So it could be a reflection of a cooler summer in a downward trend.

Notwithstanding the cyclical fluctuations, we see the long-term trend as being increasing and sustaining demand over the 120 playing capability.

MR. CLARKE:  It really gets -- and I'm not going to belabour it, but it gets to the point where who's triggering this, and have we in fact got a trigger in front of us.

If we're using a trigger methodology -- and we seem to be, from the discussions I've been hearing today -- we seem to be going back and forth between beneficiary pays and triggers gets taxed.

I want to follow-up with a couple of questions about The ST class.  I noticed in the in the cost allegation that you had a discrete capital requirement of Hydro One Distribution ST customers for both line and transformation pool, and they were for new customers in the service territory -- I believe that's the language.

Now does that apply that somehow new ST customers coming on line anywhere in the service territory will be given a capital cost allocation for this project --


MR. BROWN:  Yes.

MR. CLARKE:  -- or new ST customers in the Leamington- Kingsville area?

MR. BROWN:  New or upgraded customer loads, so a brand new facility, or a customer that wants to increase their load from where it is currently, that's in the Kingsville catchment area currently.

MR. CLARKE:  And these new customers would be presented with a CCRA that included a portion of the line in the Kingsville TS; is that correct?

MR. BROWN:  That's correct.

MR. CLARKE:  And new ST customers outside that territory would not have this issue; is that also correct?

MR. BROWN:  That's correct.

MR. CLARKE:  This is -- I'm just trying to understand.  I'm not trying to take a position here.  As everyone knows, I have no principles.

And I guess a further understanding to get at this is that the beneficiaries -- understand that these ST customers are beneficiaries of it, and they would pay a capital contribution; I get that.

But the balance of the Hydro One Distribution customers across Ontario would pick up the impact of the rest of the capital contribution that Hydro One DX pays to Hydro One TX.  Have I got that right?

MR. SATCHELL:  That is correct.

MR. CLARKE:  So I'm a customer in Barrie, my rate is going to go up by a tenth of a penny a month or something, okay, but if I live in Toronto, it doesn't.  That's also correct.

MR. BROWN:  That's correct.

MR. CLARKE:  Okay.  I guess you've answered that one.  Can I ask how big the Heinz load was?  Does anybody know?

MR. YOUNG:  Five-ish, I thought, three to five.

MR. CLARKE:  Okay.

MR. YOUNG:  That's just off the top of my head.

MR. CLARKE:  It is still operating.

MR. YOUNG:  We can do the --


MR. CLARKE:  You do know the cannery is still operating.  And they are hiring at the moment, by the way.  It is just not Heinz any more.  They are supplying Heinz.

MR. STOLL:  There was some load data given on Heinz, actually, in another proceeding, so there is some information available, which I think we can probably give a reference to.

MR. CLARKE:  But it's not really a question of -- just for anybody looking at this, it is not a question of planning that load to either disappear or disappear and come back.  It is sort of, the lights went out one day and they turned back on as a different company the next day.

MR. MONDROW:  Just for clarity, there is a cannery operating, but Wayne, if you really want information, you should get the original Heinz load and the load that's being served now, and you will see that they are very different.

MR. CLARKE:  Yeah, all I know, it's down by about half, my understanding is correct, yeah.

MR. MONDROW:  Thanks.

MR. CLARKE:  I did some checking on that last evening, actually.

The last thing I've got really is, I think you had covered all my key points, and I know Ian did them exhaustively, and this is for the Board Staff.

This puppy needs an issues list badly, because we have been spending hours talking about technical details and how they're going to impact modification or principles, and frankly, that's scary territory, and I think a proper issues list that unearthed all the equity and cost responsibility, proportionate responsibility, however you want to phrase it, we need to get that out in the open and start thinking about this more in terms of principles, about who should pay, than just trying to carve out whose ox is being gored here and adjust our principles accordingly.

While I may not have any, I'd like to have a couple.

That's my comment.

MR. MILLAR:  Okay.  Well, thank you for that, Wayne, we will take that to the panel.

MR. CLARKE:  Thank you.

MR. MILLAR:  Is that all?

MR. CLARKE:  That's all I have.

MR. MILLAR:  Thank you.

Who's next?  Yes, there is a question at the end?
Questions by Mr. Bertolotti:

MR. BERTOLOTTI:  Alfred Bertolotti, with Power Workers' Union.

I have first one question with respect to the consistency of the proposed methodology with the supplementary proposed amendments to the Transmission System Code.

My understanding is that the proposed methodology is not consistent with the supplementary proposed amendments to the Transmission System Code; am I right?

MR. YOUNG:  It is not an exact application, no, but we feel that it is consistent with the underlying "beneficiary pays" principle of the supplementary proposed amendments.

MR. BERTOLOTTI:  Would it be required changes to the code?  You know, the proposed methodology, I mean.

MR. POON:  Yes, that would be our expectation.

MR. BERTOLOTTI:  In the response to Hydro One -- to the Board Staff Interrogatory No.2, Exhibit IP2, tab 1, schedule 2, Hydro One said that the project does not exceed the capacity needs of the triggering load customer.

In this context I think that the consistency with the supplementary proposed amendment could require that -- well, in that interrogatory Hydro One said that the project did not exceed the capacity needs of the triggering load customer.  Given the fact that the project does not exceed the capacity needs of the triggering load customer, my understanding of the consistency with the amendments, the proposed amendment to the code, requires that the totality of all the costs of the project be apportioned only to the load customer.

MR. POON:  If I understand you correctly -- can I take you to the table in tab 2, schedule 7?

MR. BERTOLOTTI:  Right, which is the approach C.

MR. POON:  Yes, C, so if that's what you are referring to, yes, so the numbers reflect that the customer pays everything, right?

MR. BERTOLOTTI:  Because in this case it is consistent, because there is no exceed capacity --


MR. POON:  Right.

MR. BERTOLOTTI:  -- for the triggering --


MR. POON:  Minimum facility that you would need to build to meet the customer's needs.

MR. BERTOLOTTI:  Right.  Okay, our second question -- the question we filed for this technical conference is a follow-up of the Hydro One response to Board Staff interrogatory 8, Exhibit IP2, tab 1, schedule 8.

The response of Hydro One submitted that the SECTR project is not being undertaken for the purpose for addressing limitation associating with it Brighton Beach generator.

Our question is:  Had the limitation associated with the Brighton Beach generation had been included in the needs classification -- would the costs of the project be apportioned among the load customers, the ratepayers, and Brighton Beach generation, based on the same proposed methodology?

MR. POON:  I'm sorry?

MS. GARNER:  I'm trying to understand your question.  What do you mean by the "needs classification", the driving needs for the project?

MR. BERTOLOTTI:  Right.  The ISO identified two needs, the supply needs, the Leamington area, and the second needs, the restoration.  So -- but if the supply -- the limitation supply of the Brighton Beach had been identified as a need, in that case could the project -- the costs of the project have been allocated among the ratepayers -- customers on Brighton Beach?

MS. GARNER:  Well, I don't want to comment on that hypothetical situation, because the fact is that the -- reducing the constraints on generation at Keith was not a need, and I'm not -- I haven't thought about what -- under what circumstances it might ever have been a need.

MR. BERTOLOTTI:  You will require a specific amendment in this case.  You would require a specific -- a specific study, assessment in that situation?  And you don't know if now --


MS. GARNER:  I just haven't given thought to under what circumstances reducing constraints on generation would be a need for transmission investment.

MR. MONDROW:  Could I just interject for a second?  The question was:  If it were, could the methodology be applied.  So it is not actually a question for you to opine on the premise.  It is a question of whether the methodology could be applied.

MR. YOUNG:  Even if the relieving congestion was a need, with our proportional benefit approach, essentially that need would have been addressed along with the restoration need for $22.5 million.

So we are proposing to apportion, you know, the cost of the SECTR project based upon the cost that the respective parties would have paid.

So, if the system would have paid for -- you know, it would have cost the system $22.5 million to address the restoration need, but also to address the congestion issue, and even possibly address maybe three or four other needs.  It is still only costing the system $22.5 million, and that's what we're, you know -- that's what we're advocating.

That's the quantification in this particular case of the benefits to the system.

MR. MONDROW:  Isn't that a chicken or egg question?  If there is a benefit to Brighton Beach, then shouldn't -- I understand you are saying that's not counted and you give reasons why that's not counted.  But if it were to be counted, it could be allocated a benefit, and therefore a cost, right?  And that wouldn't be inconsistent with your methodology.

MR. YOUNG:  I think fundamentally we would still -- the system would have still have to pay the $22 million.

MR. MONDROW:  But then we go back to the scenario A, in which the system pays what it would have paid otherwise, and only the increment is charged.  And you’ve rejected that as not being fair because there is free ridership.

So your answer indicates that Brighton Beach is a free rider and they shouldn't be allocated a benefit.

MR. YOUNG:  No, hold on, I was just going to say that if Brighton Beach was a need, then there could be some consideration of apportioning the transmission, you know, cost of that, to between the system and the generator.  I mean that's --


MR. MONDROW:  And I'm not asking you to admit that's a need.  I think the question, in fairness, was if were a need would your methodology be flexible enough to address that.  And I think you have just given me the answer that yes, it would be if it was a need. I understand no one up there concedes it would be a need.

MS. GARNER:  I think the other thing I would introduce from a planning perspective is to keep in mind that even if the need for generation on the system for reserve adequacy potentially was a need, there may be, from a holistic planning view, other means of obtaining that need that wouldn't necessarily relate to this project.

So it is a more complicated situation, I think, if there is a generation need because as much as being said, we have identified that in this particular scenario, that benefit comes to the ratepayers all captured in that $22.5 million cost.

But as far as if were a need, then there may be other ways to obtain generation that might have different, you know, different economics.

MR. MONDROW:  And then there would have -- that would have been the third potential -- the second avoided cost or the third avoided cost in the calculation.  Anyway, we don't have to debate it.  I thought the gentleman deserved an answer to his question, so thanks very much.

MR. BERTOLOTTI:  That's all my questions.

MR. MILLAR:  Thank you very much.  Who's next?

MR. STOLL:  I will.

MR. MILLAR:  Mr. Stoll?
Questions by Mr. Stoll:

MR. STOLL:  I think it's my turn.  Not to beat a dead horse on this, but the J3E-J4E project is a restoration need for the system.  Do I understand that properly?

MR. YOUNG:  That's correct.

MR. STOLL:  And that need is a compliance requirement.  I think that was the words you used this morning.

MR. YOUNG:  It's one of the planning criteria requirements that's in the ORTAC.

MR. STOLL:  It's a planning requirement; and how long has this requirement been known to Hydro One?

MR. YOUNG:  This has been identified, just along with the issues of the potential capacity, back in 2007.

MR. STOLL:  So --


MR. YOUNG:  However, that requirement dropped when the load in the a area dropped.

MR. STOLL:  So we went into a time -- so you went into a time where you were not, say, out of compliance.

MR. YOUNG:  That's correct.

MR. STOLL:  Okay, so you were -- so you were in compliance; you were out of compliance for a period of time.  The load dropped in 2008, you're back into compliance, and now you're out of compliance again.

MR. YOUNG:  Yeah, so -- I'd like to first clarify that the notion of compliance as it pertains to planning, the ORTAC establishes the criteria for which the system is to be designed for.  And when we do our planning studies, which we do on a regular basis, and we identify that at certain points in time, based upon the forecast, that we are exceeding those limits, then planning begins, right.

And that's not to say that suddenly tomorrow, the system is overloaded, because there is a certain conservative nature to the planning.  We use planning ratings; we don't use real-time operating ratings.  So that provides a buffer or margin for which there's time to actually do the planning work, and there is an opportunity in the operating timeframe to manage that.

Now, when that is identified, when we do an analysis and we say, okay, this year based upon what we -- our -- the information that we know that we are not meeting this restoration requirement, and then we start looking into, you know, what are we going to do, what are our potential plans.

As part of that and as part of developing plans, we also monitor the situation.  Just because if it's one megawatt over the threshold, it doesn't mean we are going to go out and spend $22.5 million.  We want to make sure that the -- you know, that the overload, if you will, is persistent, and that for the planning forecast over time, that the expectation is that it will continue to be so.

MR. STOLL:  Right, but I thought this project would have the added benefit of reducing the congestion for the generation and provide other system benefits.

And I thought Ms. Garner had said the economics the system would pay are more than the 22.5.  So why wouldn't this project have been done a long time ago?

MR. YOUNG:  I don't believe I heard Ms. Garner say that --


MS. GARNER:  I'm not sure what it is that you --


MR. STOLL:  I believe you had said that freeing up the generation from Brighton Beach and the other generators provides a system benefit.

MS. GARNER:  That's correct.

MR. STOLL:  And you had said that you couldn't quantify that benefit -- I believe is what you told Mr. Clarke -- but that the max cost of obtaining that benefit was 22.5, this project.

MS. GARNER:  That's correct.

MR. STOLL:  Okay.  So would you be able to say that the benefit to the ratepayers of freeing up this generation was more or less than the 22.5?  I'm not asking for an exact number, but --


MS. GARNER:  I can't say that right now.

MR. STOLL:  So there is no idea?  Okay.  But is that a factor that would be taken into account in the planning process for these types of projects?

MS. GARNER:  I'm not -- I don't understand what you mean by that.

MR. STOLL:  Well, you are saying you have a reliability issue, which is a technical issue; but this technical issue is going to provide a financial benefit to other people if it's solved.  So is that ever a consideration in the planning process of what transmission projects get done when?  Because I think part of this, from what I'm seeing is, when you are using alternatives, it becomes a question of what day of the week you consider your alternatives to what analysis you'll get out of it.

MS. GARNER:  I guess I'll start with a generic answer about the planning process, and that the planning process always begins with identifying needs.  In this case, we've -- I think everyone understands the two needs in the area.

It is possible that the planning process could identify generation as a need and that maybe would more likely be on a provincial basis, because generation for resource -- planning for resource adequacy is generally done on a provincial basis, so it's possible in the overall planning process that the need for generation may be identified, but that hasn't been the case here.

MR. STOLL:  Well, I think it's been pretty clear that generation hasn't been a need, but it's pretty clear that both the generators are going to benefit, and from what I take it, the general pool will benefit from the free-up of the capacity.

MS. GARNER:  As I responded to Mr. Clarke, it's -- the idea is that the pool will benefit by improving the cost-effectiveness of generator dispatch by removing technical limitations that may result in generation being committed out of merit order.

MR. STOLL:  All right.

MR. CLARKE:  Can I interrupt with one question there, Scott, because you just brought something to mind, and that's a question, Ms. Garner:  Has the congestion issue with respect to Brighton Beach been increasing over the last few years?

MS. GARNER:  I can't answer that at the moment.  I just -- I don't know.

MR. CLARKE:  Could you take an undertaking on that?  Because -- and I'll tell you what I'm thinking, is that I've noticed in the load forecast that the general area load has been going down, which means Brighton Beach has to push its power somewhere else, which in turn, in theory, at least, if you have a congestion issue, is going to make that issue more frequent and more costly as time goes on.

MS. GARNER:  Like I say, I don't have an answer for that right now.

MR. CLARKE:  Can you take an undertaking to find that out, or is that not possible?

MR. ENGELBERG:  I don't see the relevance of that, and I don't see that the undertaking should be given.

MR. CLARKE:  What we're doing here is we're spending a lot of money on future benefits, current and future benefits, and it seems to me that the current and future benefit associated with Brighton Beach, whether you think it should be limited to 22.5 or not, is important here.  That's the relevance to me.

MR. SASSO:  Perhaps maybe to try to help Mr. Clarke there, would it address the question you have or where you're trying to go with it to have filed if it hasn't been filed what the generating capacity is of Brighton Beach and what the generation has been at Brighton Beach over a period of time?  I would think that would be an easier --


MR. CLARKE:  It would be a partial indicator, and I know I can get that right off the ISO sites.

MR. SASSO:  But it could probably be provided through an undertaking, since it should be public information.

MS. GARNER:  The capacity is certainly included in the evidence, as well, I believe, as in an interrogatory response, but I -- the information about the, you know, the plant's energy production is not included here.

MR. CLARKE:  Sorry, Scott.

MR. YOUNG:  If I could just maybe add one more, just to hopefully try to clarify:  Essentially the allocation right now to the system for the Leamington investment is $22.5 million.  That $22.5 million provides for -- or represents the quantified benefit for addressing the restoration.  But if it also provides for congestion relief as well, I think that quantification is still $22.5 million.

At this point in time the system would not pay any more than $22.5 million for the congestion benefit.  So, yes, while indeed by doing this investment you will relieve congestion, that effectively is a side benefit of the investment.

MR. SASSO:  Mr. Young, where EnWin is going with this line of questioning is that the approach that's been taken in the current proposal is that not the 22 -- the proposal is that the 22.5 million not be allocated all to the system; the proposal is that the 22.5 million be allocated as between the system and local customers.

And so what I think the area we want to explore, certainly in argument, is whether, instead of assigning all that 22.5 million to just the system, which would be our default, and therefore take the SECTR cost down to 55 million, as opposed to, I think it's 60 million, that instead of taking that approach, we would say, you would take the 22.5, you would subtract the amount that will be of benefit to Brighton Beach.  The amount that will be of benefit to Brighton Beach would be allocated to Brighton Beach; this is not your proposal, this is the proposal EnWin is considering making -- and that the residual would then be entirely allocated to the system as a whole, because it's part of the ORTAC criteria and so on, and that it's the remaining 55 million that would be left to be sorted out.

So that's where we're trying to go with this line of questioning.

MR. YOUNG:  So two key considerations for that, is that, number one, no generation customer has come forward to say we need congestion relief; number two, the IESO has also not identified the need for congestion relief.

So unless there is either a need from the IESO or the requesting customer, then I think there will be some issue with respect to, well, while they benefit, how do you force them to pay.

MR. SASSO:  But in fairness, Mr. Young, the proposal that's before us now is envisioning that customers who are among the 95 megawatts who are being transferred from Kingsville TS to Leamington TS will face the exact same circumstance, that they will be exposed to incremental costs, notwithstanding the fact that they did not request to be moved from Kingsville TS to Leamington TS, so we see it as highly analogous that, if you are a beneficiary in this proposal, whether you are a generator or a load customer, there should be, under this new methodology -- and Mr. Hubert has made reference -- there is a new construct.  I think that's a good term for what's happening -- that there should at least be some thought by the Board to that possibility.

MR. YOUNG:  Sure, and I just would like to just clarify that the -- it's only that load that is above the 120 megawatts that would be subjected to the, you know, further cost allocations through to Leamington.  The transfer of the load that's below 120 megawatts would not be subjected to that.

MR. HUBERT:  If I may jump in here, I'm wondering if we are also getting into the realm of going a little further than just explaining Hydro One's proposal and the basis for it and perhaps we're venturing into alternative proposals which define beneficiaries a little differently and also allocate the costs differently.  So I'm just wondering if this is something that should be pursued through later evidence.

MR. STOLL:  I think we're fine at cutting that off there, but given that you've just talked about defining beneficiaries, is there a comprehensive definition of beneficiary under Hydro One's proposal?  I want to be able to identify what you're talking about with this construct or this project and with another project, who is in and who is out?

MR. HUBERT:  I guess I'll leave it to the experts to speak to that, but it is based on need, right, so what the identified need was for the project.  That was the first step.  That leads to the beneficiary identification.

MS. GARNER:  Yes, I'll pick up from Mr. Hubert and agree with him that -- and I'm -- I'll -- if you'd like to refer again to table 1 of B44, but you might recall what it is right now -- a table where we set out needs and benefits, and we use the term "benefits" at that time as -- which were the benefit of reducing limitations on the operation of generation at Keith and the benefit of enabling connection where there is no additional distributed in the Kingsville-Leamington area, we included those, but they were not needs and in terms of our -- our proposed allocation of transmission costs, we only allocated to the parties that were benefiting from addressing the needs.


So, for our point of view, in terms of the "beneficiary pays" principle the way we have used it in this proposal, the beneficiaries are the parties that are benefiting from addressing the needs.


I would also like to pick up on what Mr. Hubert said earlier, and it's something that we acknowledged more than once in the interrogatory responses, that this is a proposal on the part of the ISO as to how to allocate transmission costs, which we believe is consistent with the "beneficiary pays" principle.


We've acknowledged it is not identical to the proposed amendments, but we feel we have extended the spirit of the "beneficiary pays" principle in an analogous means, to the specific situation that set out in the amendments.


And nevertheless, what we acknowledge is that there may be alternative allocations which could also apply the "beneficiary pays" principle in other ways, and I'm here to explain our proposal and hopefully I haven't confused -- I have been helpful in that regard.


But certainly, ultimately, as we've said, we're looking for clarity in how to proceed going forward, which may or may not align with the proposal that we've put forward.  It may align with other proposals or a hybrid, as determined by the Board.


MR. STOLL:  Okay.  I believe I heard you say that the benefit -- the people that are beneficiaries of the needs, okay -- but the generators who are beneficiaries are not contributing.  Addressing the needs provides a benefit, so it's really still not -- there's not an allocation over all the beneficiaries; it's all the beneficiaries who are driving the need, I think is more precise, is what you're telling me.


MS. GARNER:  I think you're correct, yes.  Perhaps your use of language is more --


MR. STOLL:  Okay, could I get an undertaking so you could like put a box around that, the definition of a beneficiary?  I just want to understand how --


MS. GARNER:  And I will claim to have the last word on the definition of beneficiary.  I'm just explaining how we allocated costs and that for us, needs and beneficiaries are aligned, whereas benefits are not, for the purposes of allocating costs, what we've used.


MR. SASSO:  Ms. Garner, I think what you're saying -- and just correct me if I'm wrong -- is that when you are using the term "needs", you're talking about system needs.


MS. GARNER:  Either -- there are the two needs and one is -- again, I'm going to refer to table 1 because I think it is helpful to summarise in one respect.


There is a need which, when addressing benefit, the broader system, that's the restoration need.  And then there's the need when addressed benefits the local load customers and that's the customer benefit.


So there are system benefits and customer benefits, and therefore there's a transmission cost allocation between the system and the load customers.


MR. SASSO:  And I think the difficulty we're having, and I think we need to move on from this point, is that I think we're looking at a little more from the stakeholder perspective and that a generator, as a stakeholder, has a different type of benefit than does a load customer, or the system as a whole, and that it would be improper for a generator to be enriched by having incremental economic opportunities that are -- that if the generator were the trigger, the generator would pay for, but that because load is being determined to be the trigger, the generator is getting to be a free rider.


So I think that's just our difference in perspective.  But I think we need to move on.


MR. STOLL:  Okay, there are a couple of other questions that I have.


Are the distributors considered triggering customers?


MR. YOUNG:  Certainly, they're --


MR. POON:  Yes.


MR. YOUNG:  That's the shortest answer we've gotten all day.


MR. STOLL:  Are all the distributors triggering customers?


MR. POON:  There are three embedded distributors in this case, and they are all customers of Hydro One Distribution.


MR. STOLL:  Right, so there are really four distributors we're talking about, right.  And the overload at Kingsville is allocated to each of those distributors; responsibility for the overload.


MR. BROWN:  That's correct.


MR. STOLL:  And that allocation of overload responsibility is related to their assigned capacity or divorced from their assigned capacity?


Maybe it will help.  If one of those distributors has an assigned capacity of 20 megawatts and they are only contributing 15 megawatts to the total load, my understanding of the analysis is they are still picking up a portion of this cost -- or they would in theory, because you take the overload and you allocate it to each of the distributors as a beneficiary of fixing the overload.


MR. BROWN:  That would be correct.


MR. STOLL:  Okay.  I believe earlier this morning you talked about one of the difficulties in forecasting is the chicken-and-egg aspect of -- you're trying to forecast growth, but growth is going to depend on what electricity prices are going to be or cost.


Is that part of the problem in forecasting and understanding who is committed and who is not committed?


MR. BROWN:  I think it is at this stage.  Not in all project cases is it always that much of a consideration.  But in this particular case, I think customers are going to have to make a decision based on price.


MR. STOLL:  So, there is a customer sensitivity in this scenario to the pricing?


MR. MONDROW:  Do you want to wave off the lightning?


MR. STOLL:  It wasn't particularly that melodramatic of a question.


So are you saying this is a bit of an anomaly of a situation, in that there is such a sensitivity to the load forecast and to pricing, or is this more kind of a typical?


MR. BROWN:  No, I guess I would say -- this is an expensive project.  When I look across the province, some of the other projects where I've had to have capacity improvements as Hydro One Distribution --


MR. STOLL:  Right.


MR. BROWN:  -- this one stands out as a more expensive solution.


MR. STOLL:  Okay.


MR. BROWN:  And, you know, it has to do with the amount of facilities that are required to get into that load centre of Kingsville area.

There are 13 kilometres of transmission line and a new station to be built, so, I mean, this is some of the challenge that you run into when a load appears in an area that it's expensive to get it to.

Northern Ontario also comes to mind in circumstances like this, where it's expensive to build capacity in areas that don't have a lot of infrastructure.

MR. SASSO:  Okay.  I've just got a few questions maybe appropriately called the lightning round.  For the sake of the transcript, there is lightning outside.

If we could bring up Mr. Young's presentation in that visual map that Mr. Mondrow liked so much.  I don't know, it is very appealing to lawyers, I guess, because it doesn't have any sorts of, you know, actual numbers on it, but if you go up, it's before the line diagram.  We don't want to get down there yet.  We'll come there in a second.

MR. YOUNG:  You mean you don't like it?

MR. SASSO:  We'll get there, we'll get there.

This diagram right here -- and I think it would be helpful just to clarify for those who are not familiar with the region and I know that this is just meant to be illustrative, but Kingsville TS oval, green oval, actually extends over to the full duration of the box to the left and the box to the right, being the municipalities there of Essex and Leamington.

So can you just confirm that, Mr. Young, or somebody else on the panel?

MR. YOUNG:  Yes, and I believe there was an undertaking to provide the service areas.

MR. SASSO:  And I guess what my question here is not about the service areas.  What's being shown in this diagram is the coverage of the TS, as opposed to the service areas of the utilities.

MR. YOUNG:  I see.  So you would like a sort of a geographic description of the area serviced by Kingsville.

MR. SASSO:  I don't know if we need a full description, but I think even just an acknowledgment that for those who are not familiar with the region, I think it's particularly relevant, because when we talk about the Leamington TS and we talk about the other needs in the southern half of Essex County, Kingsville TS is actually serving almost all of southern Essex County, and I think that's a --


MR. YOUNG:  There are a number of feeders that go east and west and service a broader area than just the Town of Kingsville.

MR. SASSO:  Right.  And so what I would like as an undertaking is if we could get a map of the feeders coming out of Leamington TS with an identification of which of those feeders are going to be transferred over to Leamington TS.

I imagine from an engineering standpoint you've probably at a high level already identified that in determining your 95-megawatt transition number.

MR. YOUNG:  Yeah, I think we can provide that.

MR. MILLAR:  Undertaking JT1.8.
UNDERTAKING NO. JT1.8:  to provide a map of the feeders coming out of Leamington TS, with an identification of which of those feeders are going to be transferred over to Leamington TS.

MR. SASSO:  If we can now move to the next -- the one with the line diagram, and if we can take it right to the point where we get the little arrow that shows the 95 moving over to Leamington.  And as Mr. Mondrow noted at some point in the visual animation, two of the transformer signals there drop off.

If -- is the one that's being replaced -- so one has already been replaced about ten years ago or so -- the one that is being replaced in addition to that, is that included within the 77.4 million, or is that a separate cost?

MR. YOUNG:  That's a separate cost.

MR. SASSO:  Okay.  Is there an estimate of what that cost is?

MR. YOUNG:  The cost to replace all three transformers is $18 million.  The cost to replace just the one is $12 million, so that's where the $6 million savings comes in.

MR. SASSO:  So on a per-megawatt basis -- I'm probably going to get this wrong now, because it's late in the day, but on a per-megawatt basis, the two transformers that are essentially being moved from -- or the capacity of two transformers that are being moved from Kingsville TS to Leamington TS, they're -- the total value of those two transformers is about $6 million each; is that accurate?

MR. YOUNG:  I would characterize it slightly differently.  I would characterize that by not doing, not replacing two of the transformers, then the sustainment work at Kingsville will be reduced by $6 million.  So essentially the system, or the pool, will pay $6 million or less if we don't have to replace those two transformers.

MR. SASSO:  The transformers that are being built at Leamington TS on a per transformer basis, what does that work out to about?

MR. YOUNG:  I don't know if you can quite decouple it like that, because the new station requires -- it's a new station, so there is the whole infrastructure associated with that station, the land, the fencing, all the -- all the auxiliaries to provide for a new station, whereas Kingsville is an existing station, so it is just a case of not refurbishing two of the transformers, so I'm not sure that that's actually a comparable discussion.

MR. BROWN:  And just for clarity, I think you should be aware that the two transformers that are being avoided in terms of being refurbished are completely different size and voltage and characteristics compared to the new ones that will go into Leamington.

MR. SASSO:  Is part of the reason that the transformers are not being refurbished at Kingsville TS because of the 120-megawatt limit on the line that's serving Kingsville TS?

MR. YOUNG:  No.  It's just that by providing the Leamington station, it provides an opportunity to transfer more load than would have been needed to get under the 120 megawatts, and by transferring more load, now we're able to avoid the replacement of two transformers.

MR. SASSO:  And I'm not going to make the argument that this is economically preferable, but I'll ask the question: If refurbishment was done at Kingsville TS and the 23 megawatts' worth of customers that is currently being planned to be moved from Kingsville TS to Leamington TS, if that 23 megawatts was remaining at Kingsville TS, is it true that there would be no costs of the project assigned to Essex Power, E.L.K., and Entegrus?

MR. YOUNG:  Are you suggesting that we don't build the new Leamington station?

MR. SASSO:  I'm not.  What I'm trying to get at is my understanding is that there are two factors that have led to assigning costs in this proposal.  One is load growth, and based on the charts we have reviewed today, the only load growth appears to be in the Hydro One Distribution service area; correct?

MR. BROWN:  That's the forecast currently, yes.

MR. YOUNG:  Yes.

MR. SASSO:  The second criteria for having costs assigned is that customers are being moved from one transformer station to the other transformer station.

MR. YOUNG:  That's correct, and that's to relieve a line overload and not the issues at the actual Kingsville TS itself.

MR. SASSO:  Which is why I ask the question:  Were the customers being moved from Kingsville TS because the line is undersized relative to the station requirements?  And I thought your answer was no.

MR. YOUNG:  No, no, so if that's the impression you have, then I'll just clarify that, indeed, the -- regardless of two or four transformers at Kingsville, there will still be a line overload issue, and so some level of load will need to be transferred from Kingsville over to Leamington.

MR. SASSO:  Under normal operating procedures, when there is load that goes -- takes a distributor and presumably a transmitter above the capabilities of the existing infrastructure, that's the point at time at which a capital contribution is ordinarily sought; isn't that correct?

MR. BROWN:  It's usually the point at which we plan for investments to address those capacity issues, yes.

MR. SASSO:  So when the load at Kingsville TS was heading up north of 120 megawatts, that would have been the normal time at which a capital contribution would have begun being requested from customers.  That's my question.

MR. YOUNG:  Yeah, it's not really -- well, the capital contribution may come.  But at the time when the load exceeds 120 megawatts, that's when planning activities will be underway to determine what it would take to address the overload, and depending on what that investment is, that may require capital contributions; it is not the other way around.

MR. SASSO:  In this case, Hydro One didn't seek capital contributions from the customers who connected who put Kingsville TS in an overloaded situation.

MR. YOUNG:  At that point, we didn't have an investment to address the overload at that time.  So now we're proceeding with an investment to address that on a long term basis.

MR. SASSO:  But typically -- and maybe it's different on the transmission side.  On the distribution side, we build our capacity so that there's room -- excess capacity in place to allow incremental load to materialize.

We don't build to capacity and then allow a load to take us beyond capacity; is that different at Hydro One?

MR. BROWN:  So I'll challenge you a little bit.  So on a single contingency, you have no load at risk, you can transfer every megawatt out of one of the supply stations when one banks out, one lines out at every one of the supply points.

MR. SASSO:  So your assertion is it is normal industry practice to do it the way that Hydro One has done it at Kingsville TS.

MR. BROWN:  I think every local distributor probably takes some risk around the frequency by which some of these events might happen, and allow load to be connected beyond limits with all elements in service, providing there are operational practices in place to protect the assets.

MR. YOUNG:  And I think I'll repeat what I said earlier is that the 120 megawatts is a planning rating, a planning limit.

So when it's exceeded, that's when the planning activities begin.

As I said, it doesn't mean necessarily that tomorrow, this line is overloaded.  But that planning work needs to begin, that we have to monitor the situation and when we determine that indeed this is a substantive situation where it's going to persist and persist over, you know, a fair -- a long period of time, then we will move forward with an investment to address it.

An then that investment, depending on the nature or the type of that investment, may require capital contributions.

MR. SASSO:  Maybe Hydro One could provide us with what the actual capacity of the line is, or maybe that's already on the -- in the evidence, if it's not 120, if that's just the planning limit, if there's an engineering limit.

MR. YOUNG:  For the purposes of planning and deciding on investment, that the limit.  Operationally, it will vary day-to-day depending on ambient conditions.

MR. SASSO:  Okay, because I guess the question that I'm trying to get at, or the logic I'm trying to get at is whether Hydro One Hydro One has missed the opportunity to collect the capital contribution from the customers that put it above operating parameters, if it's missed the window within which to collect the capital contribution, whether Hydro One should absorb the incremental cost of that or whether it should be passed on to customers.

MR. YOUNG:  I guess the flip side of that is that should -- and hypothetically, should Hydro One say, hey, the day after I'm over my 120, here's an investment and we're going to proceed with it, then we would have collected capital contributions capital contributions from everyone at that point.

The fact that because of the variation and the load over the past few years, we've managed the situation until now where we feel we have to move forward with the investment, then in some respects one way to look at it is that the potential load customer has avoided a capital contribution in all that time.

MR. SASSO:  I'm not sure that everyone would have paid.  I think what would have happened -- but correct me if I'm wrong -- is that the incremental connecting customer would have paid the capital contribution, and then the additional connecting customers over the true-up horizon would have made their capital contributions, which would have evened things out.

But the cost whose have been assigned to the incremental connecting customers as opposed to what I'll call the arbitrary 23 megawatts worth of customers who are now being moved over to Leamington.

It would have been the actual triggering customers when we were under that triggering regime.

MR. MILLAR:  Mr. Sasso, can I get a time check here?

MR. SASSO:  About probably five minutes.

MR. MILLAR:  Okay, thank you.

MR. SASSO:  So the next question -- I just want to confirm.  I think we're going to get the report anyway, so it may not be critical.  It is the Essex energy report.

One of the affiliates -- one of the participants in this proceeding, the participant is M1 Powerlines, it has an affiliate called Essex Energy.  I just want to confirm this is a Hydro One report and not a report of the affiliate of Essex Powerlines.

MR. BROWN:  I don't believe this was a report that was done by Hydro One.

MS. GARNER:  I believe this is a report produced by the affiliate of Essex Powerlines.

MR. SASSO:  Okay.  Well, that's good to know.

So one of the lines of questioning, and I think Mr. Mondrow went through it, was regarding the stability of the load for the three DLCs, the increasing load for Hydro One Distribution, and I wanted to ask:  Would you agree that if a distributor will see no increase in the number of customers as a result of SECTR, that the distributor itself will not receive see any benefit from SECTR.

MR. BROWN:  I would disagree with that statement, from the perspective of they see benefit in terms of reduced risk of load shedding to their customers.

MR. SASSO:  But under the -- and that risk, maybe you would agree -- maybe it's sort of a trite statement, but under the recently established revenue decoupling model for the Board, this would no longer be an issue in relation to residential customers.  And under the proposal before the Board in relation to commercial industrial customers, it would also not be an issue, because what will matter to the LDC is the number of customers and not the load.  So load shedding would not create an adverse situation for a distributor.

MR. BROWN:  I wouldn't agree with that.  I would suggest that load shedding is something that all of our customers don't want to see happen.

It doesn't mean there is a voltage reduction; it means there are lights out.

MR. SASSO:  Sorry, what I meant to say in terms of no benefit to the distributor, I really meant it in a strictly economic sense for a distributor, opposed to a distributor's customers.

The distributor's customers are extremely important and we shouldn't lose sight of them.  But I wanted to be clear that the distributor itself would not see any type of economic benefit if it wasn't having an increased load.

MR. HUBERT:  I think I'd like to discourage this line of questioning actually, because the driver for the project is not the economic viability of Hydro One as a distributor, or even looking after the Hydro One Distribution bottom line.

So this is really a risk management exercise, as Mr. Brown indicated, and whether the investment is meeting the needs of the customer in the system, and so I don't think I'd like to go there.

MR. SASSO:  Okay.

MR. HUBERT:  It is just not one of the drivers of the investment at all; in fact, that's why we had so much trouble understanding the question.

MR. SASSO:  Okay.  And the last -- I think I've got two more here.  If the OEB does not accept that the existing customers at Kingsville TS should pay when they're shifted from Kingsville TS to Leamington TS, would that prevent the project from moving forward?

MR. YOUNG:  Again, that would depend on the economics at that time, who is coming to the table, what's the load forecast.  I don't think I could speculate at this time.

MR. BROWN:  What I can tell you is, if no one pays, no one builds it.

MR. SASSO:  Well, what the question means is that if only Hydro One Distribution was paying and Hydro One Distribution wasn't able to download the costs to the other LDCs and had to absorb it either within its own ST customers or its own rate base, do you see any impediment to the project moving forward on that basis?

MR. BROWN:  Yes.

MR. SASSO:  That will be fine.  Thank you, Mr. Millar.

MR. MILLAR:  Thank you very much.

Let's do a time check.  Who still has questions other than Staff?  Okay.  How long do you think you'll be?

MS. ZARNETT:  It depends on how fast they answer.

MR. MILLAR:  Okay.  We need your microphone on.  Thank you.
Questions by Ms. Zarnett:

MS. ZARNETT:  Okay, let's try and get done by 5:00.  Everybody wants to go home.

Can I be heard?  Okay, I just would like to make sure that I'm real clear on what's in the forecast and what the basis of allocation is.  So hopefully these questions will be clear.

It's my understanding that the first step is that there's a forecast of the loads that will be on a combination of the Kingsville TS and the new TS; is that correct?

MR. BROWN:  Yes, that's correct.

MS. ZARNETT:  Okay, and that forecast includes organic growth and also the addition of new significant size customers.

MR. BROWN:  That's correct.

MS. ZARNETT:  Okay, if there is known embedded generation or distributed generation, is that a net against those numbers?

MR. BROWN:  Are you referring to new generation or existing generation, sorry?

MS. ZARNETT:  Either.

MR. BROWN:  So existing generation is not considered, in terms of the load growth, so we have a net load growth picture that is what has been presented.  And it has then been grossed up by CDM and distributed generation impacts, so the load forecast that you see in that, the real loads going through these lines that are presenting the overloads, those are net of the generation CDM impacts.

MS. ZARNETT:  Okay, we'll come back.

So once you're there, you are going to take the number from that load forecast in 2043 for each LDC and subtract from that some component of 120 megawatts; is that correct too?

MR. BROWN:  Sorry, could you rephrase the question?  I'm not sure I understand.

MS. ZARNETT:  Okay, so we're only going to allocate based on the load that is incremental to the 120 which the system can now supply?

MR. BROWN:  For the purposes of calculating the cost allocation.

MR. BROWN:  Cost allocation.

MR. SATCHELL:  If I could clarify, we -- the cost allocation will be based on the contracted capacity in the CCRA, so it will be whatever the contracting customer signs up for.

MS. ZARNETT:  So that could be anything at all.

MR. SATCHELL:  Within reason.

MS. ZARNETT:  So it would not necessarily be related to how those customers are currently using 120 megawatts of capacity on the system as it exists today?

MR. BROWN:  Yeah, the capital contributions will be related to new connections or upgraded connections, so customers who are -- new customers who are looking to connect and use those facilities or ones who are increasing their loads.  Existing customers that are already there, they enjoy the capacity that is there, right?  We're not suggesting that -- he cut me off.

You can clarify that for me.

MR. YOUNG:  All right.  I just wanted to add that, yes, it's the capital contribution of new customers, but also, as we discussed earlier, any of the load greater than the 120 megawatts at Kingsville.

MS. ZARNETT:  Right, so amongst the Hydro One Distribution and the three embedded distributors, how is the 120 megawatts allocated?

MR. BROWN:  How is the 120 megawatts allocated or how is the load above the 120 -- I mean, it's all based on how much of each of our respective utilities are using those systems from a peak capacity perspective.  Right?

MS. ZARNETT:  Okay, okay, but the allocation is the net amount, right?  The allocator is the net amount of the total in 2043 minus 120; is that not correct?

MR. BROWN:  No.

MR. SATCHELL:  To correct again, it is the contracted capacity in the CCRA, not necessarily what is sitting in the example of forecast in 2043.

MR. BROWN:  So the example forecast was for illustrative purposes.

MS. ZARNETT:  Okay.  But what --


MR. BROWN:  At some point in time our load forecasts are going to be solidified with contractual terms and conditions, which are a capital cost recovery agreement, okay?

MS. ZARNETT:  Okay, what I'm after here is how the benefits of an existing 120 megawatts of capacity in the system are going to get shared among Hydro One and four and three embedded distributors?

MR. BROWN:  I believe, as the -- in the percentage of the share that they're currently enjoying.

MS. ZARNETT:  So it's based on load -- peak load of their -- on that Kingsville station today.

MR. BROWN:  Yeah, the share usage of the current station.

MS. ZARNETT:  Okay.

MR. BROWN:  And this is for the amount over 120 megawatts.

MS. ZARNETT:  Right.  No, for the amount under 120.

MR. YOUNG:  No, there is no allocation with the load under 120 megawatts.

MR. BROWN:  Well, there is no cost recovery for the under.

MR. YOUNG:  That's correct.  So it's the new load.

MS. ZARNETT:  Yes.

MR. YOUNG:  You know, at Leamington, and then it's also the load that's above the 120-megawatt capability right now at Kingsville.  That plus the new load, that is the load that would be subjected to the cost allocation.

MS. ZARNETT:  Right, so where I am on this is we're going to use as an allocator the load that is in excess of 120.  So isn't it relevant that we know how much of the 120 is being attributed to each distributor?

MR. YOUNG:  I'm not sure I -- okay.

MR. BROWN:  We think we know what you're looking for and given the time, and I think what we might need to do is take a little bit of effort to try and produce something.  We're going to offer to take our own undertaking to provide a view that may answer your question.

MS. ZARNETT:  Super.

MR. YOUNG:  But I would say, if I may, we'll first clarify the question --


MS. ZARNETT:  All right.

MR. YOUNG:  -- from our perspective, and make sure we are answering the question that's being asked.

MS. ZARNETT:  I'm glad to help.

MR. MILLAR:  So the undertaking is JT1.9, but I'm not sure how to identify that.

MR. YOUNG:  To clarify the question before answering it.

MR. MILLAR:  Thank you.
UNDERTAKING NO. JT1.9:  TO CLARIFY THE QUESTION BEFORE ANSWERING IT

MS. ZARNETT:  Okay, as we reach points where there would be a true-up, if there is then distributed generation having come on, would that be a net to future forecasts?

MR. SATCHELL:  Each distributor would have to look at their views on distributed generation and incorporate it in the forecasts as they saw fit.

MS. ZARNETT:  So it would operate as a forecast and it operate as a reduction.

MR. SATCHELL:  If the distributor included it in the forecast, yes.

MS. ZARNETT:  So where I'm going with that is:  Would the effect of that be that if the distributor did include it in the forecast, that would trigger a top-up of contributions?

MR. SATCHELL:  There's a number of variables at play for true-ups under the GSC.

Depending whether the DG was qualifying for what colloquially I'll call load adjustments, it may not have much of an impact.  But it's not a simple yes or no answer.

MS. ZARNETT:  Okay.

MR. BROWN:  It is a consideration, though, in the true-up process.

MR. SATCHELL:  Yes, it is; it is considered.

MR. YOUNG:  And it is dependent on the type of the DG.

MS. ZARNETT:  Okay.  Going to the list in Staff Interrogatory No.4, where there's 34 potential new customers -- we've been there a few times - of those customers, how much of that load would have to back away before you would reconsider doing the project?

MR. BROWN:  I really don't know that answer.  And I don't think we're going to know that answer unless we have all of the players at the table.

We need -- there will be a critical mass at which point, if there isn't commitment toward the project, it won't go.

I don't know that we have fully established what that looks like at this point.

MS. ZARNETT:  Okay, in terms of -- if you made a decision not to proceed with the project, would that mean that nothing at all would be done in the area, or would it mean proceeding with a $22.5 million alternative?

MR. YOUNG:  Well, we would have to look at proceeding -- with dealing with the restoration need, so proceeding that way.  With respect to addressing other, you know -- the capacity needs because based on the forecast, unless the forecast changed drastically, there will still be some sort of capacity need.

And what that solution may be, we may need to rethink in that scenario.

MS. ZARNETT:  Okay, because there --


MR. BROWN:  At some point, there will be a point where we don't connect any new customers to Kingsville.

MR. YOUNG:  And should we proceed with the system upgrades to address the restoration, beyond a certain time, the ability to do the two-for-one deal, if I may say it that way, will have expired.

MS. ZARNETT:  So that doesn't mean walking away; it means back to the drawing board in terms of how the needs in the area would then get addressed.

MR. YOUNG:  Yes, absolutely.

MR. BROWN:  And the risk is that we delay long enough on this, that the transmitter has to deal with the options for restoration in the absence of this opportunity that's presenting itself to us.

MR. YOUNG:  And it may ultimately be even more expensive for customers later on.

MS. ZARNETT:  I wanted to know what this means, we won't do it.  Okay, just as a final question, there's obviously concern in the room about the degree of impacts at the distribution level of this project, and of the uncertainty that attaches all the way -- like for many years as to potential true-ups and costs that have not been expected.  Is Hydro One generally supportive of putting our heads together on that kind of issue?

MR. BROWN:  Yes.

MS. ZARNETT:  Okay.

MR. SATCHELL:  Good answer.

MS. ZARNETT:  We're done.

MR. HUBERT:  If I can use the pause just to give a little commercial message, I guess, in terms of what Hydro One's interests here are –- I’m sorry.

May I proceed?  My apologies.  Since the question was in terms of Hydro One's interest and moving forward in general, both on the investment and on resolving these issues, what we're really looking here first and foremost for is for clarity.  And I think all parties are looking for some clarity.

But currently, because of the stage of the Transmission System Code doesn't fully exist and can become an obstacle to timely investment.  So we're looking for clarity and we're looking also for some certainty for all the players. if not in terms of the numbers -- because, as Mr. Brown pointed out, the numbers are actually resolved later in the game -- but at least certainly in terms of how the cost allocation would proceed.

And I think we have also addressed there the fact here that there is perhaps some opportunity for code amendments, both in transmission and in distribution, that will set precedents for how costs are allocated in the future.

So we also want to have something that could be enduring, if it's necessary.


So that's a long answer to say yes, we are interested in this conversation, and that's why we included in our application and went a little beyond the strict section 92 scope.

MR. MILLAR:  I think it's just Staff who is left now. But before we get into the Staff questions, I would be remiss if I didn't mention this.

I did receive a call from counsel for CME yesterday, who apologized that they couldn't be here today.  And Mr. Engelberg and I had a very short discussion about this yesterday.

But they pre-filed a number of written questions and she asked me to follow up with that, so I guess maybe I'll put it to Hydro One.

But I guess the question is: To the extent that you haven't already responded to some of these questions -- and maybe you have or maybe you haven't -- is there any more information you can provide to answer these questions either today orally or by way undertaking?  And I guess just by follow up to that, if you are not prepared to answer some of these questions, maybe you could provide an explanation as to why.

MR. ENGELBERG:  If you are referring to the CME questions that were posed last week --


MR. MILLAR:  Yes, the written questions that were filed on May 29th.

MR. ENGELBERG:  I guess what I would do is ask counsel for CME to review the transcript, and see if any of his questions were not answered, and certainly Hydro One will answer any appropriate questions after that that have not been answered.

MR. MILLAR:  Okay, thank you, why don't we leave it at that, and then I'll turn -- Mr. Cincar, I think, is going to begin.

MR. CINCAR:  Yes.  I just wanted to confirm that while Hydro One is seeking 77.4 million in the Leave to Construct application, that the actual SECTR related wires project costs are 96.7 million, including the 19.3 in distribution costs.  Or can that -- is that --


MR. YOUNG:  Yeah, the SECTR project cost is 77.4 million, and the -- I understand that the distribution costs for the Leamington station is 19.3 million.

MR. CINCAR:  So the total wires cost to make the project viable or a useful asset, would that be the 19.3 plus the 77?

MR. YOUNG:  That's correct.

MR. CINCAR:  Okay, thank you.  And I was just wondering why the 19.3 wasn't identified in the application for context?

MR. YOUNG:  The investment being proposed is a transmission investment.  I don't believe, and somebody here can jump in on the more specifics, but my understanding is that's not a requirement to provide distribution costs.

MR. CINCAR:  Oh, I understand it's not a requirement, but we put side benefits on -- related to generation in, and so for full context --


MR. YOUNG:  Yeah, I think it was a situation --


MR. CINCAR:  -- I was just wondering why, in this new regional planning construct, that the ---

MR. YOUNG:  I think if there was a situation where the pool was funding some of that distribution cost for whatever reason, then that would be an appropriate reason to include it.

But in this case it's just really  all the distribution costs associated with the customer, and it's not particularly -- it doesn't form the basis for the proportionate allocation proposal that Hydro One is putting forward.

MR. CINCAR:  Okay.

MR. YOUNG:  And I think in typically other leave-to-construct applications where it involves a load station facilities, we haven't included distributor's costs.

MR. BROWN: Yeah, and just to complete that, Ontario Regulation 161/99 exempts distribution lines from the scope of a section 92 application, so as we said earlier, we filed our application for the transmission component, and in the application we also disclosed that there were distribution investments that would also be allocated, so for transparency that was mentioned, but we certainly didn't include those costs in our application and our leave-to-construct.

MR. CINCAR:  And I just was also wondering in terms of estimated versus actual costs, where -- is there basically a range you end up following in a project this size?

MR. YOUNG:  In terms of the cost accuracy provided?

MR. CINCAR:  Yeah, is it plus/minus 5, plus/minus 10, plus/minus 15?

MR. YOUNG:  Oh, not that good.  At this point in time it's plus or minus 20 percent.

MR. CINCAR:  Twenty?

MR. YOUNG:  For the transmission costs, yes.  That's the accuracy level.

MR. CINCAR:  Okay.  And in terms of the alternative that was identified in the application, can you please clarify, like, there was this additional 19.3 million in distribution associated with the SECTR project.  Were there any distribution-related costs associated with the non-preferred alternative?

MR. YOUNG:  When you say "non-preferred alternative", are you talking about the other transmission --


MR. CINCAR:  Division, yes, Division.

MR. YOUNG:  Oh, okay.  I believe there was.  I don't have those numbers with me.

Maybe perhaps for context, the cost difference between the SECTR proposal and the Division TS proposal was, I believe, almost $20 million.  And so I suppose unless there were no distribution costs associated with the Division TS option, then it would not really have changed the economics in the -- in identifying SECTR as the preferred alternative.

MR. CINCAR:  Is there any way you can confirm there's -- whether there's distribution costs or not and what they are?

MR. YOUNG:  Oh, there will definitely be distribution costs.  We could -- but -- yeah.  But as I say, you know, the gap between the two alternatives is such that regardless of the distribution costs it would not change the decision.

MS. GARNER:  So when we drafted the evidence of the need, and if we look at table 6 of that, which is B1-5, I believe -- yes, that's correct, B1-5, table 6 -- and we compare the transmission costs of the Division TS alternative and the Leamington TS alternative, the delta in transmission costs is $20.3 million in favour of Leamington TS, and so we did not have explicit, obviously, include detailed distribution costs, but as Bing was commenting, we assumed that the distribution costs for the two alternatives would be similar enough that they would not overcome the $28.3 million differential that would tip the difference of including the --


MR. MONDROW:  Aren't the distribution costs for the SECTR -- related to the SECTR proposal $19.3 million?

MR. YOUNG:  That's correct.

MR. MONDROW:  Isn't that pretty close to $20 million?

MR. YOUNG:  You know, but then, for Division, there would have been also substantial distribution investment as well.  It might not have been 19.3, but clearly it wouldn't have been zero, so --


MR. MONDROW:  And there was nothing included in the alternative, is the answer.

MR. CINCAR:  Yeah, can you undertake to provide that information with the distribution-related costs with the Division TSR, similar to coming up with the 19.3 for SECTR?  Sorry.

MR. YOUNG:  We have some...

MR. CINCAR:  On the understanding that that was part of Phase 1 of this hearing.  Pardon?

MR. MILLAR:  Were these costs prepared or is it an issue of -- that they haven't been prepared and you would have to do it, or that you have it but are not prepared to provide it?

Like, were the distribution costs calculated for this -- the other option that we're discussing, even at a high level?

MR. BROWN:  So before I say "I don't know", I don't know.  I'd have to find out.

MR. MILLAR:  Mr. Engelberg, if the figure is available, is there an objection to providing it?

MR. ENGELBERG:  We'll provide it if it's available.

MR. MILLAR:  So can we ask for a best-efforts undertaking to provide that number?  And again, I think, if you only have a ballpark, we'll take a ballpark, but whatever information you have on that, that would be appreciated, and then we can move on.

MR. ENGELBERG:  [Nodding]

MR. MILLAR:  Okay.  Thank you.  That will be JT1.10.
UNDERTAKING NO. JT1.10:  TO make best efforts to PROVIDE THE INFORMATION WITH THE DISTRIBUTION-RELATED COSTS WITH THE DIVISION TSR, SIMILAR TO COMING UP WITH THE 19.3 FOR SECTR.

MR. CINCAR:  Your turn.

[Laughter]
Questions by Mr. Lesychyn:


MR. LESYCHYN:  Thanks, Chris.  Okay.  Can we just turn to Staff clarification number 9 question.  And OPA evidence page 41, table 6.  And table 6 on page 41 of the OPA evidence sets out the needs, cost, and benefits associated with two alternatives:

"In relation to the Ontario and Transmission Assessment Criteria, ORTAC, in the SECTR project, please clarify 'substantially meets the need'."

MS. GARNER:  Certainly.  I commented on our use of the description "substantially meets the need" earlier, and I'll use the similar description of that terminology.

What I said earlier today was that the restoration criteria are quantified in terms of extreme weather peak demand, which, by definition, occurs for a very small portion of the year, and in sort of a measurement granularity it would be a peak hour, at an extreme weather peak, so maximum demand in that subsystem, and the criteria also set out time frames, in terms of restoring the system.

And what makes sense is that as time goes on beyond that very short peak duration, even if in the worst-case scenario the situation arose at the extreme weather peak hour, as time goes on from that, demand will decline from the peak, naturally, by definition of the peak.


And therefore, while the restoration criteria are met within the time frames allotted, by the -- within that time frame there will be less demand to restore, based on the nature of the peak.

MR. LESYCHYN:  Okay, thank you.  Just moving on to (b), Staff's understanding that the correct -- that the division TS alternative is the more effective option in terms of bringing the J3E/J4E in compliance with the ORTAC.

If so, from a purely technical perspective in relation to meeting the needs identified in the application, would the TS alternative be the preferred option?

MR. ENGELBERG:  We have only a limited amount of time left today, and it appears that all of these questions relate to Phase 1 of the proceeding.

Our question is that we are here to clarify the evidence regarding Phase 2, and that we're not looking back at need and alternatives.

MR. MILLAR:  Mr. Engelberg, in your review of Staff's questions, I'm not sure we agreed exactly what's Phase 1 and Phase 2.  But to the extent you've reviewed these before, which are the ones that you agree are in Phase 2, so maybe we can start with those?

MR. ENGELBERG:  Well, certainly the ones that deal with need and benefits and comparison of alternatives are from Phase 1.  What the panel is here today to answer is questions regarding the cost allocation proposal that's made by the IESO and Hydro One in the evidence.

MR. MILLAR:  Okay, so if I understand, you are not prepared to answer needs and benefits questions?

MR. ENGELBERG:  That's correct.

MR. MILLAR:  Okay.  Just give us a moment.

MR. LESYCHYN:  Okay, can we move on to Staff question number 3, future cost contributions?

In accordance with the cost responsibility provisions of the transmission code revised on August 26, 2003, future benefiting customers up to 15 years from the in-service date of the SECTR project will be required to contribute financially to the project.

Does the economic evaluation that Hydro One would perform in order to determine the new future benefiting  customers' financial contribution and subsequent refunds to existing benefiting customers take into account the depreciative value of the SECTR project?

MR. POON:  No, it would not.

MR. LE4SYCHYN:  As a means of clarification, could Hydro One provide an example how a future benefiting customer’s financial contribution would be calculated for, let’s say, a new transmission customer and a new subtransmission customer of Hydro One, let's say going down ten years?

MR. SATCHELL:  Yes.

MR. LESYCHYN:  Could you clarify?  How would you do that?  What would it be based on?

MR. SATCHELL:  We could provide an example.  I don't have the exact parameters off the top of my head.

MR. MILLAR:  By way of undertaking, you mean?

MR. SATCHELL:  Yes.

MR. MILLAR:  Okay.  So that will be JT1.11.
UNDERTAKING NO. JT1.11:  to provide an example how a future benefiting customer’s financial contribution would be calculated for a new transmission customer and a new subtransmission customer of Hydro One, going down ten years


MR. LESYCHYN:  Given the significant emphasis on beneficiary pays in the application, would Hydro One propose that the refunds flow from future generating customers that benefit from the SECTR project, or would Hydro One propose to limit the refunds from only future load customers?

I think we might have dealt with that question already.

MR. YOUNG:  Yes.

MR. LESYCHYN:  Okay.  Risk classifications, just moving to question 4, Board Staff question 4.

In Hydro One's response, it indicated it would be collecting a security deposit from its distribution customers to mitigate the risk during construction in accordance with OEB approved connection procedures, and it did not attempt to provide any risk classification to any of those distribution customers.

What risk classification would Hydro One be allocating to the new greenhouse subtransmission customers that are proposing to connect and would benefit from the SECTR project?

I'm just trying to get an idea if they're high-risk type customers, or low risk, or --


MR. SATCHELL:  That determination will need to be made when we look at the individual new ST customer, and that will be evaluating against the existing criteria in the security deposit procedure.

MR. LESYCHYN:  Okay.  Staff question 5, sustainability of CDM measures.

The projected capital contributions of the individual distributors are subject to large swings, depending on each party's load forecast and their project of new large customers as indicated in Hydro One's response.

I think you've answered the first question.  Moving to the second question:  Have any discount factors been applied to the load forecast for sustainability and permanence of the projected conservation achievements by Hydro One, and each of the other distribution utilities?

Like, in the load forecast, you are basically estimating that 90 percent of that load growth or more is going to be handled by CDM and distributed generation.

So what I'm wondering is, over the long haul, what is the sustainability of those DCM achievements?  Has that been taken into account in the forecast?

MR. BROWN:  I think the CTM targets have basically been applied as a percentage of the provincial total.

MR. LESYCHYN:  Okay, but there are no factors, as far as sustainability or permanence of those achievements --


MR. BROWN:  No.

MR. LESYCHYN:  -- has been applied to the forecast.

MR. BROWN:  No, there’s no adjustment.

MR. LESYCHYN:  Moving on to question 6:  In response to Interrogatory No.9, Hydro One noted that its proposed cost allocated methodology as approved by the OEB would be intending to apply it to other projects across the province.

Please expand on that response. What other types of project would Hydro One -- do you have a list of projects today that you would be looking at?

MR. YOUNG:  Not specifically, but generically speaking, any time where you have a situation -- just like in SECTR, where you have two separate investments to address two separate or more needs, where either one of the investments or a different investment could address all the needs at a lower cost, we'd be applying this approach to all those circumstances.

MS. GARNER:  And if I could add to that, just to remind everyone that there are a lot of regional planning initiatives going on around the province right now.  And in fact, the regional planning in Windsor-Essex has been merged into the formalized regional planning process and the IESO believes that there are -- will continue to be situations of connection assets, new connection assets that -- new or modified connection assets that would benefit the system.

And so there would be opportunities to apply a methodology again.

MR. CINCAR:  Do any of the, I think eight IRPs that were recently issued, do any of those identify similar investments, similar to this one?  Are you aware of any?

MR. YOUNG:  Not at the moment, but as you know, they are just in the IRRP phase, so a lot of that planning work will now move into the RIP, which is the actual wires planning side of it, and we will get a better idea when we complete that.

MR. CINCAR:  Okay.

MR. LESYCHYN:  So the final question, parts -- question 6 there:

"To ease the administrative burden in applying the methodology, should there be a threshold dollar value under which a distributor would be allowed to roll in their financial contributions requirement into the project, into their respective rate classifications?"

I'm just wondering -- I'm looking at the smaller utilities, and this is going to be pushed down.  Should there be a threshold dollar value there?  I don't know.

MR. ENGELBERG:  Mr. Lesychyn, I would suggest that these staff members here today shouldn't opine on what the Board should or should not decide to do.

MR. LESYCHYN:  Question 7:  Hydro One has indicated response to the SECTR project will minimize supply interruptions across the region.  And I guess you are not going to be able to do this.

MR. YOUNG:  Yeah, and I think in my presentation earlier this morning I tried to explain that, that --


MR. LESYCHYN:  Okay.

MR. YOUNG:  -- it isn't about the delivery point performance of the individual customers.

MR. LESYCHYN:  Agreed.

MR. YOUNG:  Okay.

MR. CINCAR:  Could you please just please clarify how long the ORTAC issue has been around?  Like --


MR. YOUNG:  Well, as I mentioned before, that we were reviewing this back in 2007.

MR. CINCAR:  Back in 2007?

MR. YOUNG:  Umm, that's when the load was ramping up, and it looked like it was heading up before the recession and the change.

MR. SASSO:  Mr. Young, I think in one of your interrogatory responses you actually have an IMO document from 2004 where the ORTAC doc -- just to refresh your memory, I think there is a 2004 IESO document that refers to the ORTAC issue.

MR. YOUNG:  In the Windsor-Essex area?

MR. SASSO:  Yes, in relation specifically to the J3-J4 scenario.

MR. YOUNG:  From a restoration perspective?

MR. SASSO:  I don't know if maybe Ms. Garner can speak to it.

MS. GARNER:  I know the reference you are referring to.  It was -- I believe the reference was introduced by the intervenor, if I'm not mistaken, but I didn't go back and check that reference, so I can't comment on what it is.

It is an 18-month outlook from 2004.

MR. CINCAR:  But was it addressing the restoration or was just about the issues of the overload of J3 and J4E at the time?

MS. GARNER:  I didn't look at the reference.

MR. YOUNG:  Thank you for that.  We'll...

MR. LESYCHYN:  Final question.  Staff clarification on greenhouse customer connection applications.  Could you just please confirm that, given back (sic) the decision goes four years, commercial entities, where they're to locate, these are all still live applications?

MR. BROWN:  Yeah.  Okay, so I guess what we could do is we could take -- I guess -- some of these are going to be difficult, because they're going to require customer contact in order to determine whether they're still a live application.

MR. LESYCHYN:  Okay.

MR. BROWN:  So it is in the Board's interest that we actually go and contact all 34 of these customers and determine whether they still have a live application and deliver that to this group, again, I guess I kind of go back -- this is sort of a validation parameter around the forecasting, right?  Do we believe the forecast, yes or no?


And I still submit back that we're only going to know whether the forecast is real accurate, and allowing the project to proceed, once we have had a CCRA document in front of a customer and a signature on it from them and a cash contribution, so I guess my preference would be to meet with these customers once with real numbers.  They've been patient with us, and I would like to be able to bring good news to them that we are ready to go.

MR. MILLAR:  Can we put it just another way:  Do you know if any of the 34 are out?  Or for example, if there are more than 34 now, if you've heard from other people?

MR. BROWN:  I suspect that the 34 list of applications is different than it is -- than it was at the time this was pulled together.  I mean, we could have had one that came in this afternoon.

MR. MILLAR:  Sure, but do you know -- you say "different".  Do you suspect higher or lower?

MR. BROWN:  We could have had a new one that's come and we could have another one that's already gone across to Michigan.

MR. MILLAR:  Okay.  So you don't know?  No one has told you that they are out from those 34 customers?

MR. BROWN:  Nobody has -- not to my knowledge has anybody sort of said, I'm out.  Pull my application.  But again, if you're looking for me to go and validate the status with our crews in terms of what we have in the hopper, I mean, I can do that, but I'll still submit that I would prefer not to have to go back to these customers at this point and bother them as to whether they're continuing to be serious about an application until I can put some --


MR. MILLAR:  Sure.  I understand that.  You suggested you might be able to check what's in the hopper; is that a separate thing you could ask at...

MR. BROWN:  I'll see what our new connections folks have in the way of applications, and if there's one or two more that have been adjusted then I can present that.

MR. MILLAR:  Is that acceptable, Mr. Engelberg?

MR. ENGELBERG:  Yes, it is.

MR. MILLAR:  Okay.  So that will be JT1.13 (sic).
UNDERTAKING NO. JT1.12:  TO PROVIDE INFORMATION REGARDING WHAT THE NEW CONNECTIONS FOLKS HAVE IN THE WAY OF APPLICATIONS.

MR. LESYCHYN:  Final, final question:  Can you please confirm that Hydro One has no generator applications to connect in the area, like in a similar table as to the load customer connections?

MR. BROWN:  I suspect that we have some microFITs.  So --


MR. LESYCHYN:  Excluding microFITs.

MR. BROWN:  Oh, it says "including".  So...

MR. YOUNG:  Well, if it's excluding, off the top of my head I wouldn't expect anything substantive.

MR. BROWN:  Other than the ones that are --


MR. YOUNG:  Subject to check.

MR. BROWN:  We do know of the ones that have applied under CHPSOP.  Right?

MS. GARNER:  Some contracts have been offered recently under the CHPSOP2.0, but they may not have even returned the contract -- executed the contract yet, so those ones would be in a separate category.

MR. YOUNG:  And I'm assuming the question is for the generators at Kingsville and not the potential generators that may be connecting to Leamington?

MR. CINCAR:  Are there any in the whole area that's set their covers?  Are there any generation contracts being negotiated or --


MR. YOUNG:  Yeah, there are probably generators that are currently in flight, but in terms of any new generators, I'm not aware of anything that's substantive.

MR. CINCAR:  No?  Okay.

MR. ENGELBERG:  Mr. Millar, you mentioned that the last undertaking was 1.13.  I don't have a 1.12.

MR. MILLAR:  You are almost quite right.  I thought that I had given -- I thought I had called it 1.12, but there hadn't been a 1.11.

[Laughter}

That's what happens when you sit until 5:30 on a Friday --


MR. ENGELBERG:  I thought there was a 1.11, an undertaking regarding Staff question number 3B.

MR. MILLAR:  Okay.  So we will call the last one 1.12, then.  Is that --


MR. ENGELBERG:  Okay.

MR. MILLAR:  Okay.  I apologize for that.

MR. CINCAR:  I think they've answered that one.

MR. LESYCHYN:  I think they've answered Staff question number 11, so we're done.

MR. MILLAR:  Okay.  Thank you all very much.  This has been a long day.  I appreciate everyone's patience, the witnesses, and particularly the court reporter.  We are adjourned.
--- Whereupon the conference concluded at 5:38 p.m.
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