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BY COURIER 
 
November 4, 2015 
 
Ms. Kirsten Walli 
Board Secretary 
Ontario Energy Board 
Suite 2700,  
2300 Yonge Street 
Toronto, ON  M4P 1E4 
 
Dear Ms. Walli: 
 
EB-2015-0026 – B2M LP Cost of Service Application - Undertaking Responses 

 

Please find enclosed responses to undertakings provided at the Oral Hearing in the above-noted 
proceeding. The following undertakings are being filed: 
 
October 30, 2015 - K1.01 
October 30, 2015 - K1.02 
October 30, 2015 - K1.03 

 
An electronic copy of these undertaking responses have been filed using the Board’s Regulatory 
Electronic Submission System (RESS). 
 
Sincerely, 
 
 
 
Oded Hubert 
 
cc. Intervenors 
 
Enclos. 
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UNDERTAKING - K1.1 1 

 2 

Undertaking 3 

 4 

To provide the effect of disallowance of start-up costs and any further related 5 

information.  6 

 7 

Response 8 

If the start-up costs are disallowed this would cause a direct loss to the partnership of 9 

$7.7 million. SON’s share of that loss is approximately $2.6 million.  If SON cannot meet 10 

the equity call to fund the shortfall of $2.6 million outlined above, SON’s share in the 11 

partnership would decrease to approximately 33% from the current level of 34.2%.  The 12 

estimated reduction in payments to SON over time due to the reduction in their equity 13 

share would amount to approximately $8 million ($3.2 million on a PV basis).  This 14 

represents a disproportionately negative impact on the SON communities. 15 

 16 

Furthermore, the portion of the partnership owned by SON is not subject to income taxes.  17 

The reduction in SON’s ownership stake due to disallowance of the $7.7 million in start-18 

up costs would therefore cause a reduction in the Tax benefits enjoyed by ratepayers due 19 

to SON’s participation.  The estimated gross reduction in Tax benefits to ratepayers in 20 

this case amounts to approximately $1.8 million ($1.4 million on a PV basis).  21 

 22 

Therefore, the decision to disallow the recovery of start-up costs would reduce the overall 23 

revenue requirement from 2016 to 2019 when the recovery was planned.  However, the 24 

overall effect on ratepayers would be de minimis, as the disallowance represents a change 25 

of less than 0.01% to a customer’s Total Bill in any one of the years.   26 

 27 

However, the effect would be very significant on the members of the SON community 28 

not only on the treatment of costs now, but for the ongoing sharing of revenue between 29 

the partners and the economic benefit back to the SON community through the life of the 30 

project.  31 

 32 

In addition to the significant and disproportionate negative effect disallowing the costs 33 

would have on the SON communities, this decision  would have long term effects on the 34 

ability of First Nations groups to commercially participate in infrastructure builds on their 35 

traditional territories in the future.  Presumably, they would be expected to self-fund the 36 

millions of dollars it reasonably takes in order to participate in commercial deals such as 37 

this. Such funding for small, impoverished communities would make participation 38 

prohibitive in which case the relationship would revert to a more traditional IBA whereby 39 

rate payers receive no benefit, the spirit of cooperation is not strong, and the motivation 40 

for making a long-term partnership succeed would not exist.   41 



Filed: 2015-11-04 
EB-2015-0006 
Exhibit K1.2 
Page 1 of 1 

 
UNDERTAKING - K1.2 1 

 2 

Undertaking 3 

 4 

To clarify the definition of “System Availability”. 5 

  6 

Response 7 

 8 

“System Availability” is a measure of the extent to which the transmission line(s) are 9 

available for use within the system. For the purposes of quantifying this metric, the cause 10 

of the forced outages that would contribute to the unavailability of the transmission lines 11 

(B560V and B561M) would be limited to factors affecting assets owned by B2M LP as 12 

opposed to terminal equipment, owned by Hydro One, which could also cause the 13 

transmission line(s) to be removed from service. 14 
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UNDERTAKING - K1.3 1 

 2 

Undertaking 3 

 4 

To file the letter of October 8, 2014 from Hydro One to the Saugeen Ojibway nation 5 

counsel with an explanation. 6 

  7 

Response 8 

With respect to the inquiry by CME in oral cross-examination on the existence of a 9 

Funding Agreement with a budget closer to $4.3 million, attached is a letter dated 10 

October 8, 2014 from Hydro One to the Saugeen Ojibway nation counsel proposing an 11 

amendment to the original Funding Agreement, dated June 18, 2012, documented in 12 

Exhibit J1.2, Tab 4. 13 

 14 

This letter agreement of October 8, 2014 sets forth the terms under which Hydro One 15 

agrees to provide SON with participation funding in the amount of up to $1,855,892 16 

(which is in addition to the funding already agreed to in the funding letter agreement 17 

dated June 18, 2012).  As demonstrated below, the summation of the participation 18 

funding from the June 18, 2012 letter agreement and the October 8, 2014 proposed 19 

amendment equates to the $4.3 million expenditure identified in Exhibit E1, Tab 1, 20 

Schedule 2 related to SON costs of the total $7.7 million start-up costs. 21 

 22 

  Cost Breakdown  Cost ($) Description of Cost

Participation Funding Letter Agreement (dated June 18, 2012) 
1.  Initial Actual 

Incurred Costs 
 

$365,000 These costs represent the costs actually incurred by the 
SON and its third party advisors in respect of the 
transaction up to May 1, 2012. 

2.  Remaining Cost 
Estimate 
 

$2,050,000 These costs represent SON’s estimate of its costs and 
those of its third party advisors in respect of the 
transaction from May 1, 2012 and until closing of the 
transaction. 

3.  Subtotal  $2,415,000 Summation of Lines 1 and 2 

Participation Funding Letter Agreement (dated October 8, 2014)

4.  Actual Deficit 
Costs 

$763,592 These costs represent the difference between the 
“estimated costs” of the June 18, 2012 Funding Letter 
Agreement and the costs actually incurred by the SON 
and its third party advisors in respect of the 
transaction, up to April 30, 2014. 

5.  Estimated 
Remaining Costs  

$1,092,000 These costs represent SON’s estimate of its costs and 
those of its third party advisors in respect of the 
transaction from May 1, 2014 until the closing of the 
transaction. 

6.  Subtotal  $1,855,592 Summation of Lines 4 and 5 

  Total  $4,270,592 Summation of Lines 3 and 6
 23 
  24 
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