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January 22, 2015

VIA COURIER, EMAIL, RESS

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON

M4P 1E4

Dear Ms. Walli:

Re: EB-2011-0140: East-West Tie Line Designation
Report - January 22, 2015

Enclosed for filing is the report for Upper Canada Transmission, Inc. (“NextBridge”), a
copy of which was filed through the RESS earlier today.

Please note that | have assumed Regulatory Team Lead responsibilities in relation to
the East-West Tie Line project. Going forward, kindly direct correspondence related to
the project as follows:

Krista Hughes, Regulatory Counsel, Address: 3000, 425 — 1% Street SW
Enbridge Pipelines Inc. Calgary, AB T2P 3L8

Telephone: (403) 718-3552

Email: krista.hughes@enbridge.com

Fred Cass, Aird & Berlis LLP Address: Brookfield Place, P.O. Box 754
Suite 1800, 181 Bay Street
Toronto, Ontario M5J 2T9
Telephone: (416) 865-7742
Email: fcass@airdberlis.com

Yours truly,
(Original Signed)

Krista Hughes
Regulatory Counsel, Enbridge Pipelines Inc.

Enclosure

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 |www.NextBridge.ca



EB-2011-0140

ONTARIO ENERGY BOARD

IN THE MATTER OF sections 70 and 78 of the Ontario Energy Board Act, 1998;

AND IN THE MATTER OF a Board-initiated proceeding to designate an electricity
transmitter to undertake development work for a new electricity transmission line
between Northeast and Northwest Ontario: the East-West Tie Line.

UPPER CANADA TRANSMISSION, INC.
(d/b/a NextBridge Infrastructure)

Report
January 22, 2015

1. By the Decision and Order dated August 7, 2013 (Decision), the Ontario Energy
Board (OEB or Board) decided that the designated transmitter for the
development phase of the proposed East-West Tie Line (EWT Project) is
NextBridge Infrastructure (NextBridge).

2. In accordance with Ordering Paragraph 2 (page 42) of the Decision and the
Board’s September 26, 2013 Decision and Order regarding Reporting by

Designated Transmitter, NextBridge provides this report.

3. On October 29, 2014 NextBridge received a letter from the Board stating, among
other things, NextBridge was not required to file reports for the months of
November and December, 2014. This report therefore reflects the financial
status of development work on the EWT Project for the period October 1 through
December 31, 2014. The December 31, 2014 financial statements are subject to
the completion of a financial audit for the period August 7, 2013 through
December 31, 2014, currently scheduled for completion on or before April 30,
2015. Other aspects of this report are current as of the close of business on the
last business day prior to the filing date.
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EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

This report is organized as follows:

(@)
(b)

()

(d)

A summary report on overall EWT Project progress.

A cost summary providing details for each cost category included in
NextBridge’s Board approved development cost budget of: i) actual costs
to date; ii) percentage of budgeted costs spent to date; iii) updated budget
forecast (if applicable); and iv) forecast variance. Reasons for any forecast
variance and associated mitigating measures for negative forecast
variances are also provided.

A summary of the status of NextBridge’'s Board approved development
milestones, indicating those that are complete and the status (i.e. on
schedule, ahead of schedule or delay/potential delay) of those in progress.
If any delay or potential delay in achievement of any of the milestones has
been identified, the reasons for the delay, the magnitude and impact of the
delay on the broader development schedule and cost, and mitigating steps
that have been or will be taken, are reviewed.

A summary of risks and issues that have arisen during development work,
including discussion of potential impact of any such developments on
schedule, cost or scope, and discussion of options for mitigating or
eliminating the risk or issue. This section also provides an update on any
previously identified risks or issues.

Overall Project Progress

5.

Overall during this period, work towards milestones continued to progress.

In respect of engineering work:

(@)

(b)

fabrication and testing of six prototype lattice tower structures is complete.
Fabrication and testing of the remaining four prototypes is scheduled to
continue through early 2015; and

preliminary geotechnical testing on 18 of 50 planned locations is complete.
Approval from the Ministry of Natural Resources and Forestry (MNRF) for
geotechnical testing activity at the remaining locations has been obtained
and is expected to be undertaken later in 2015.

In respect of route selection, land/ROW acquisition and community/municipal

consultation activities, discussions with landowners, permitting agencies and

other stakeholders have continued.

X
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(@)

(b)

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Activities within the community/municipal consultation area included:

(1 preparing an EWT Project update letter circulated to stakeholders
on November 6, 2014. A copy of the correspondence is attached to
this report for the information of the Board at Schedule A,

(i) facilitating media interaction between project team and local EWT
Project area media outlets; and

(i)  updating NextBridge.ca website with EWT Project updates and
materials.

Activities in respect of route selection and land/ROW acquisition included:
) field activity in support of geotechnical drilling program;

(i) continued response to landowner queries as received, including
gueries in connection with current routes under consideration, the
Land Acquisition program, and the EWT Project in general,

(i)  submission of amended mining legislation withdrawal request to
MNRF; and

(iv)  engagement with MNRF related to tenure requirements, overall
land processes and directly affected land use permit, leaseholder
and Crown interest holders.

In respect of Aboriginal engagement, consultation and participation, activities

included:

(@  ongoing engagement activities with the 18 identified First Nation and Métis
communities;

(b)  discussions with Ministry of Economic Development, Employment and
Infrastructure in relation to support for consultation activities;

(©) attendance at community meetings with Pic Mobert First Nation on
December 3, 2014 and Red Rock Indian Band on December 6, 2014; and

(d) continued discussions on ways Aboriginal communities can commercially
participate in the EWT Project, as outlined in the Aboriginal Participation
Plan (Schedule C) submitted as part of the EWT Project January 22, 2014
Monthly Report.

X
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EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

9. In respect of environmental activities, work included:

(a) obtained letter of authority from MNRF for the balance of the preliminary
geotechnical drilling work;

(b) environmental monitoring and inspection activity in support of the
geotechnical drilling work;

(c) continued refinement of alternatives assessment for routing as support for
the environmental assessment (EA);

(d) data interpretation of natural environment and socioeconomic data for the
drafting of the EA.

10.  Additional general updates for the reporting period include:

(@  On October 29, 2014 NextBridge received a letter from the Board (the
Board's Letter) recommending that NextBridge and the Ontario Power
Authority (OPA) work together to produce a revised development schedule
for the EWT Project. NextBridge worked with the OPA on preparing a
revised schedule and on December 19, 2014 submitted, based on the
information available to it, a revised development schedule reflecting a
proposed in-service date of December 2020 for the Board’s review and
approval. NextBridge will submit a further response to the Board’s Letter
by May 15, 2015 when NextBridge expects that there will be a decision
regarding access to Pukaskwa National Park (the Park).

(b) In response to the OPA’s letter of September 30, 2014 NextBridge has
resumed active pursuit of authorization to study within the Park, including
compiling information related to the Park and the EWT Project.

(c) Effective January 19, 2015 Michael Power resigned his position as Project
Director for the EWT Project. Mr. John Deese, currently Executive
Director of Transmission Development at NextEra Energy Transmission,
Inc., has been named NextBridge’s Project Director effective immediately.
John participated in EWT Project development work in 2014.

Attached at Schedule B is a summary of John Deese’s qualifications.
Cost Summary

11. Table 1, below, details for each cost category included in NextBridge’'s Board

approved development cost budget: i) actual costs to date; ii) percentage of

X
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12.

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

budgeted costs spent to date; iii) updated budget forecast (if applicable); and iv)

forecast variance.

Table 1 Total Project Estimate amounts continue to represent Board-Approved
Costs corresponding to the original scope and schedule approved for the EWT
Project development phase targeted to end on January 28, 2015 with the filing of
a leave to construct application. NextBridge will continue to spend the Board-
Approved Costs as it works towards the development of the EWT Project but at

this time, an updated Forecast has not been completed.

X
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Cost Category
Budgeted

Engineering, Design
and Procurement
Activity

Permitting and
Licensing

Environmental and
Regulatory Approvals

Land Rights
(Acquisitions or
options)

First Nation and
Métis Consultation

Other Consultation
Regulatory (legal
support, rate case
and LTC filings)

Interconnection
Studies

Project Management
Contingency
(Engineering, Design

and Procurement)

Total

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Table 1: Budgeted Costs Status

PROJECT TO DATE

TOTAL PROJECT ESTIMATE

% of

total Variance Variance

Actual® budget Forecast Budget® $ %
$6,264,286 59.4% $10,553,292 $10,553,292 - 0%
82,733 174.8% 121,031 47,320 (73,711) (155.8)%
3,440,390 95.8% 3,592,680 3,592,680 - 0%
1,558,546 78.3% 1,991,000 1,991,000 - 0%
1,241,852 72.0% 1,724,000 1,724,000 - 0%
780,531 157.4% 1,022,554 496,001 (526,553) (106.2)%
919,586 93.4% 1,165,000 985,000 (180,000) (18.3)%
81,875 45.7% 100,000 179,000 79,000 44.1%
1,603,150 123.3% 1,672,015 1,300,000 (372,015) (28.6)%
- 0% 456,429 1,529,708 1,073,279 70.1%
$15,972,949 71.3% $22,398,001 $22,398,001 - 0%

L «Actual” refers to actual costs plus estimated accruals.
% This total refers to the Development Phase budgeted amount as approved by the Board in file EB-2011-
0140 Phase 2 Decision and Order dated August 7, 2013.

X
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13.

14.

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Table 2, below, details costs to date not included in NextBridge’'s Board approved
development cost budget. This table includes two categories of cost expressly
excluded from the development cost budget filed by NextBridge: First Nation and
Métis land acquisition costs and First Nation and Métis participation costs (see

NextBridge Response to Interrogatory 26 to all applicants, attachment 1).

The “Other” category on Table 2 records unbudgeted costs that are, to date, for
the most part related to the Notice of Appeal filed by Pic River in the Ontario

Divisional Court in respect of the Decision.

X
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EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Table 2: Unbudgeted Costs

Current period  Prior period
project to date project to date
Cost Category Actual® ($) Actual® ($)

Not Budgeted

First Nation and Métis Land Acquisition 10,302 8,142
First Nation and Métis Participation 1,497,724 1,136,293
Other Costs Not included in Budgeted Categories 230,163 230,610
Carrying Cost 73,602 39,126

Taxes and Duties - -

Total Not Budgeted 1,811,791 1,414,711

Development Milestone Summary

15. Table 3, below, provides a summary of the status of NextBridge's Board
approved development milestones, indicating those that are complete and the
status of those in progress (i.e. on schedule, ahead of schedule or delay/potential

delay).
16.  For each of the Board approved milestones, Table 3 provides:

(@) The Board approved milestone date.
(b)  The status of those milestones due within 3 months of the reporting date.

(c) A “revised forecast date” if applicable, indicating NextBridge’'s current
forecast of the date for completion of the relevant milestone if the current
forecast differs from the Board approved date.

3 «Actual” refers to actual costs plus estimated accruals.

X
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17.

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

As part of the December 19, 2014 filing, NextBridge proposed a new
development schedule for development work on the EWT Project. Once a new
development schedule has been approved by the Board, the revised milestones

and target completion dates will be updated here.

X
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Table 3: Milestone Progress and Status

Engineering Milestones

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)

Report

January 22, 2015

Milestone Board Approved Status Revised
Date Forecast Date
1 Initiate engineering 13 Sep 2013 Completed
2 Sign contract for engineering 31 Oct 2013 Completed
3 Finalize design criteria for conductor 31 Jan 2014
Completed

and structure
4 Complete conductor optimization study 7 Mar 2014 Completed
5 File request for a System Impact 12 Mar 2014

Assessment (SIA) with the IESO Completed
6 Statgs rgport on progress tpward 31 Mar 2014 Completed

finalization of structure choice
7 Obtain senior mar_1agen.went approval of 1 July 2014 Completed

the structure configuration proposal
8 Complete aerial surveys 14 Oct 2014 Completed
9 Receive final SIA from the IESO 21 Nov 2014 Completed

Route Selection, Land/ROW Acquisition and Community/Municipal Consultation

Milestones
Milestone Board Approved Status Revised
Date Forecast Date
10 | Prepare list of landowners along the 10 Oct 2013 Completed
ROW
11 | Complete design of Landowner, 1 Nov 2013
Community and Municipal Consultation Completed
Plan
12 | Commence negotiations or discussions 25 Nov 2013 May 30, 2014
with all landowners and permitting as per EWT
agencies Completed Project April 22,
2014 Monthly
Report
13 | Finalize proposed route and obtain 1 Jul 2014 Completed

senior management approval

=K
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Aboriginal Engagement, Consultation and Participation Milestones

EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)

Report
January 22, 2015

Milestone Board Approved Status Revised
Date Forecast Date
14 Senq |_ntroductory c_o_rrespondence to 30 Aug 2013 Completed
aboriginal communities
15 | Initial meeting with Ministry of Energy 15 Sept 2013
regarding the MOU for delegation Completed
16 | Complete initial/introductory contact 30 Sept 2013
with all aboriginal communities Completed
identified by the Ministry of Energy
17 | Sign MOU with M|n|st_ry of Energy 5 Nov 2013 Completed
regarding the delegation
18 | Complete design of First Nations and 2 Jan 2014
Métis Participation Plan with community Completed
input
19 | Complete design of First Nations and 2 Jan 2014
Métis Consultation Plan with community Completed
input
Environmental Assessment (Provincial) Milestones
Milestone Board Approved Status Revised
Date Forecast Date
20 | Consult with environmental agencies 10 Oct 2013
(Ministry of Environment, Ministry of
Natural Resources, Parks Canada and Completed
Ontario Parks)
21 | Issue notice of draft Terms of 16 Jan 2014 Completed
Reference (ToR) available for review
22 | File Environmental Assessment ToR 28 Feb 2014 Completed
23 | Initiate wildlife, aquatics and early 1 May 2014 May 20, 2014 -
season vegetation assessments as per EWT
Completed Project April 22,
2014 Monthly
Report
24 ?Egroval of Environmental Assessment 3Jul 2014 Completed August 28, 2014
25 | Complete Environmental Assessment 27 Jan 2015 To be
. Delayed :
Consultation Report determined
26 | Submit Environmental Assessment to 27 Jan 2015 To be
. . Delayed .
Ministry of Environment determined

X
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EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Leave to Construct Milestone

Milestone Board Approved Status Revised
Date Forecast Date
27 | Submit Leave to Construct (LTC) 28 Jan 2015 To be
. Delayed :
application determined
18. Inrespect of the milestone achieved during this reporting period:

(@)

Milestone 9: Receive final SIA from the IESO. NextBridge received a
final System Impact Assessment (SIA) Report from the Independent
Electricity System Operator (IESO) related to the EWT Project on October
31, 2014. As demonstrated at the below link, this IESO SIA dated
October 15, 2014 is posted under Application number CAA-ID 2014-514
on the IESO website:

http://www.ieso.ca/Documents/caa/CAA_2014-514 Final_Report.pdf

Should the length of the EWT Project route change materially, whether
due to traversing the Park or otherwise, the SIA may need to be revisited.
The new development schedule submitted to the Board on December 19
accommodates this possibility. In any event, a final SIA will be submitted
as part of the Leave to Construct application.

Issues/Risks/Mitigation Summary

19.

20.

This section of NextBridge’s report provides a summary of risks and issues that

have arisen during development work, including discussion on potential impact of

any such developments on schedule, cost or scope, and of options for mitigating

or eliminating the risk or issue.

As referenced in paragraph 10 above, NextBridge is currently waiting for

approval from the Board of a new development schedule. NextBridge continues

to carry out a detailed and rigorous assessment of the costs associated with the

activities reflected in the new development schedule and milestones and intends

to bring forward a budget of costs on or before May 15, 2015.

X
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EB-2011-0140

Upper Canada Transmission, Inc. (NextBridge)
Report

January 22, 2015

Attachments to NextBridge Report

Schedule A

Notification Letter to stakeholders advising of Terms of Reference
Approval and Other Project Updates dated November 6, 2014
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November 6, 2014

RE: Proposed NextBridge Infrastructure New East-West Tie Transmission Project — Terms of Reference Approval
and Other Project Updates

As you may be aware, NextBridge Infrastructure (NextBridge) is proposing to construct a new double-circuit
230 kilovolt (kV) electric power transmission line from Wawa to the Thunder Bay area. The new East-West Tie is
anticipated to generally parallel the existing double-circuit 230 kV line corridor but avoids certain sensitive features
crossed by the existing line. The proposed 430 kilometre line is needed to maintain a reliable, long-term supply of
electricity in northwestern Ontario (the Northwest). The target in-service date is currently the first half of 2018,
although this date is the subject of additional assessment as further discussed below.

There have been some important developments we would like to share with you.

Terms of Reference Approval

The Project reached a major milestone in late August. NextBridge is pleased to announce that the Terms of
Reference for the new East-West Tie Transmission Project (the Project) was approved by the Minister of the
Environment and Climate Change on August 28, 2014.

NextBridge submitted the Proposed Terms of Reference to the Minister of the Environment and Climate Change
for approval on February 28, 2014. The Proposed Terms of Reference was subsequently revised in response to
stakeholder comments and re-submitted on May 22, 2014. The Minister’s Notice of Approval is posted on the
Ministry’s web site at www.ontario.ca/environment-and-energy/east-west-tie-project. The approved Terms of
Reference is available for download from the Project web site at www.nextbridge.ca. NextBridge has commenced
and is continuing with the Environmental Assessment for the Project in accordance with the approved Terms of
Reference.

Ontario Power Authority and Ontario Energy Board Correspondence Regarding Project Schedule

The Ontario Power Authority (OPA), the provincial agency responsible for long-term electricity planning in Ontario,
has been monitoring the factors supporting the need for the new East-West Tie Project. On September 30, 2014,
NextBridge received a copy of a letter sent from the OPA to the Ontario Energy Board (OEB). In that letter, the
OPA proposed that the development schedule for the Project be extended to work toward a 2020 in-service date.
On October 29, 2014, the OEB recommended that NextBridge and the OPA work together to produce a revised
development schedule for the Project. The revised schedule may include flexibility to allow the Project to come
into service quickly should the pace of demand growth change and require an in-service date prior to 2020.
NextBridge is currently working with the OPA to develop a revised development schedule. Links to the September
30, 2014 OPA letter to the OEB, and the October 29, 2014 OEB letter to NextBridge can be accessed by visiting the
Project web site at www.nextbridge.ca.

Pukaskwa National Park

To date, NextBridge has not studied a route through Pukaskwa National Park based on direction from Parks
Canada in February 2014. On July 9, 2014 the Ontario Minister of Energy wrote to the Federal Minister of the
Environment requesting that the federal government reconsider its position and allow NextBridge to assess
routing options in the Park.




X

NextBridge recognizes that there may be additional features to consider in assessing a potential route through
Pukaskwa National Park. If authorization is given to study a route through the Park, NextBridge will consider
enhancing the current consultation and engagement program with Park-specific engagement initiatives. In any
event, NextBridge will continue with our commitment to timely and meaningful dialogue with the Provincial and
Federal governments, First Nations and Métis groups and interested stakeholders to develop a robust Project.

INFRASTRUCTURE

Rescheduling of the Third Round of Open Houses

The third round of Project Open Houses, originally scheduled to begin in late September 2014, will be held at a
later date. NextBridge appreciates the time you have taken to participate in our past Open Houses and want to
ensure that timely and relevant information is available when you attend these events. We will notify you when
new Open House dates have been established.

NextBridge appreciates your input as we continue to work on this Project and we will keep you up to date as
development continues. If you have any questions or concerns, or if you require further information regarding this
Project, please call our toll-free phone line at 1-888-767-3006 or email info@nextbridge.ca and leave your contact
information or visit our project web site at www.nextbridge.ca.

Sincerely,

[Original Signed]

Michael Power, P.Eng.
Project Director — East-West Tie Transmission Project
NextBridge Infrastructure

Si vous désirez ces informations en frangais, s'il vous plait contactez NextBridge au 1-888-767-3006 ou
info@nextbridge.ca.
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Attachments to NextBridge Report

Schedule B

Summary of John Deese qualifications



John Deese - Project Director

Biography

John Deese is Executive Director of Transmission Development at NextEra Energy Transmission,
LLC, an indirect wholly owned subsidiary of NextEra Energy, Inc.

John joined NextEra in March of 2014 to lead NextEra transmission development initiatives,
including transmission development efforts for the PJM regional transmission organization. John
has been assisting with the EWT Project development efforts. Prior to joining NexEra Energy
Transmission, John spent 17 years at Hess Corporation, an integrated energy company, holding
various leadership roles. John has extensive experience leading teams and projects through
development and operation phases.

Professional Experience

NextEra Energy Transmission March 2014 - present

e Led transmission development efforts in the PJIM Regional Transmission Organization’s
newly implemented FERC Order 1000 process

e Managed cross-functional teams of power flow, environmental, land, engineering,
construction, operations, maintenance, finance, etc. to identify, develop and propose
competitive transmission solutions for both short-term and long-term reliability and market
efficiency issues within PJIM

Hess Corporation 1997 — March, 2014

o Held leadership positions in a variety of functional areas in Energy Marketing and Retail
business units

e Customized complex energy solutions for government agencies and large commercial
customers

e Experience managing diverse groups of people over a wide geography

Education and Credentials

Hess Executive Business Leadership Program, Duke University
Strategic Marketing for Executives, Darden School of Business

Achieving Breakthrough Service; Driving Performance and Profitability, Harvard Business
School

Bachelor of Science, Florida State University
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June 24, 2015

VIA COURIER, EMAIL and RESS

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27th Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:

Re: EB-2011-0140; East-West Tie Project

On May 15, 2015, Upper Canada Transmission, Inc. (“UCT” or “NextBridge”) responded
to the January 22, 2015 decision from the Ontario Energy Board (the “Board”) with an
updated development schedule for the East-West Tie expansion project (“"EWT
Project”). In addition to the development schedule, NextBridge also provided details on
additional development costs for which it seeks recovery.

In the May 15, 2015 letter, NextBridge advised the Board that if access to study
Pukaskwa National Park (the “Park”) is not granted by Parks Canada within 30 days,
NextBridge will no longer pursue authorization to study in the Park. This letter is an
update to the Board on this matter.

If the Board has any questions, please do not hesitate to contact me
(krista.hughes@enbridge.com ,403-718-3552) or Edith Chin (edith.chin@enbridge.com,
416-753-7872).

Yours truly,
(Original signed)
Krista Hughes

Senior Regulatory Counsel, Enbridge Pipelines Inc.

cc: Mr. B. Campbell, President and Chief Executive Officer, IESO
Mr. C. Marcello, President and Chief Executive Officer, Hydro One Networks Inc.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 | www.NextBridge.ca
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June 24, 2015

VIA COURIER, EMAIL

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27th Floor
Toronto, ON M4P 1E4

Dear Ms. Walli:

Re: EB-2011-0140; East-West Tie Expansion Project
NextBridge Pukaskwa National Park Update

On May 15, 2015, Upper Canada Transmission, Inc. (“UCT” or “NextBridge”) filed its
response (the “May 15" Filing”) to a decision and order issued by the Board on
January 22, 2015 with regard to the proposed East-West Tie Line electricity
transmission project (the “EWT Project”). NextBridge is writing now to provide the
Board with an update on certain information that was included in the May 15™ Filing.

The May 15™ Filing consisted of a letter (the “May 15™ Letter”) from NextBridge to the
Board and five attachments, which were identified as Schedules A to E. In the May 15"
Letter, NextBridge indicated that its efforts to gain access to Pukaskwa National Park
(the “Park”) to study a possible route through the Park for a portion of the EWT Project
(the “Park Study”) had met with only limited success. NextBridge said that, should
access to study the Park not be granted within 30 days of the May 15" Filing,
NextBridge would no longer pursue authorization to study in the Park, in which case
Park Study costs of approximately $2.9 million would not be required. NextBridge also
said that it expected to be able to advise the Board on or before July 1, 2015 if the Park
Study funds are required.

On June 1, 2015, NextBridge participated in a conference call with Mr. Alan Latourelle,
Chief Executive Officer of Parks Canada, and other representatives of Parks Canada in
which NextBridge received confirmation that access to the Park for the purposes of
studying a route through the Park will not be allowed. NextBridge has received no
further correspondence from Parks Canada on the subject. Based on this information,
NextBridge confirms that no further effort will be made to pursue authorization to study
in the Park, and the Park Study funds identified are not required.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 | www.NextBridge.ca



As stated in the May 15™ Letter, removing the Park Study costs from the budget of costs
for the Extended Development Period* reduces the Extended Development Period
Incremental Costs? to $20.3 million. NextBridge seeks approval of these Extended
Development Period Incremental Costs on the basis set out in the May 15™ Letter.
Should such approval be granted, the total approved costs for the 53-month Extended
Development Period would be approximately $42.7 million, compared to Board-
approved costs for the original 18-month development period of approximately $22.4
million.

Given the denial of permission to study a route through the Park, NextBridge has
attached to this letter revised versions of Schedules A, C and D from the May 15"
Filing.®> The following is a more particular description of the revised Schedules attached
to this letter:

(i) Revised Schedule A

Schedule A contains the Updated Extended Development Schedule. In the Revised
Schedule A, milestones “V” and “KK” have been marked “Exclusively Park Study related
and no longer applicable” to reflect the fact that the Park Study will not occur.

(i) Revised Schedule C

Schedule C contains a breakdown of incremental Extended Development Period
activities and corresponding costs. In the Revised Schedule C, the category of activity
“Park Study” - specifically activity 43 (“Incremental activities to study in the Park”) and
corresponding costs - has been removed and the total costs have been reduced
accordingly.

(i) Revised Schedule D

Schedule D contains a consolidation of Extended Development Period incremental
costs by work stream, to match the format in NextBridge’s reports to the Board. In the
Revised Schedule D, costs have been removed from a number of categories under the
heading Extended Development Period Incremental Costs to reflect the fact that the
Park Study will not occur. The cost reduction affects all categories under this heading,
with three exceptions, Permitting and Licensing, Interconnection Studies and
Contingency.

While NextBridge continues to conserve the Board-Approved Costs as possible,
NextBridge respectfully requests that the Board proceed expeditiously in relation to this
matter for the reasons set out in the May 15" Letter. We look forward to receiving the

! As defined at page 6 of the May 15" Letter.

% As defined at page 7 of the May 15" Letter.

% Schedules B and E in the May 15" Filing were letters dated May 5, 2015 and March 17, 2015
respectively that are not affected by the Park decision.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 |www.NextBridge.ca



Board's procedural directions with regard to the relief requested in the May 15" Letter
and this letter.

Yours truly,
(Original Signed)

Eric Gleason
President, Upper Canada Transmission, Inc.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 |www.NextBridge.ca



Updated Extended Development Schedule

Revised Schedule A
NextBridge 20150624 Updated Response
To OEB 20150122 Order

Engineering
Milestone Proof of Completion | Target Date | Achieved
A Initiate engineering Request for Proposal for 13 Sep 2013 X
(formerly 1) engineering
B Sign contract for Executed contract 31 Oct 2013 X
(formerly 2) | engineering
C Finalize design criteria Design criteria report 31 Jan 2014 X
(formerly 3) | for conductor and
structure
D Complete conductor Completed study 7 Mar 2014 X
(formerly 4) | optimization study
E File request for a Confirming 12 Mar 2014 X
(formerly 5) | System Impact correspondence
Assessment (SIA) with
the IESO
F Status report on Status Report 31 Mar 2014 X
(formerly 6) | progress toward
finalization of structure
choice
G Obtain senior Structure Selection Report 1 July 2014 X
(formerly 7) | management approval
of the structure
configuration proposal
H Complete aerial surveys Aerial surveys report 14 Oct 2014 X
(formerly 8)
I Complete Preliminary Confirming 15 Sep 2016
Foundation Design Correspondence
J Complete Engineering Confirming 9 June 2017
“Issued-for-bid” Design Correspondence
Package
K File request for updated | Confirming 3 Apr 2017
System Impact Correspondence
Assessment (SIA) as
required
L File request for updated | Confirming 14 July 2017
Connection Impact Correspondence
Assessment (CIA) as
required
M Receive final SIA from Confirming 13 Oct 2017
the IESO Correspondence
N Receive final CIA from Confirming 13 Oct 2017
HONI Correspondence
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Route Selection, Land/ROW Acquisition and Community/Municipal Consultation

Revised Schedule A
NextBridge 20150624 Updated Response
To OEB 20150122 Order

Milestone Proof of Target Date | Achieved
Completion
0] Prepare list of | Line list 10 Oct 2013 X
(formerly 10) | landowners along the
ROW
P Complete design of Consultation plan 1 Nov 2013 X
(formerly 11) | Landowner, Community
and Municipal
Consultation Plan
Q Commence negotiations | Confirming 25 Nov 2013 X
(formerly 12) | or discussions with all correspondence
landowners and
permitting agencies
R Finalize proposed route | Final route report 1 July 2014 X
(formerly 13) | and obtain senior
management approval
S Confirmation of Confirming 15 June 2015 X
authorization to study in | Correspondence
Pukaskwa National Park
T Update Landowner, Updated Plan 15 Jan 2016
Community and
Municipal Consultation
Plan
U Issue RFP for Timber Award Letter 1 Feb 2016
Valuation
Y Establish Community Proposed Terms of 31 Dec 2015 Exclusively
Advisory Board(s) as Reference for the Park Study
required Community Advisory related and
Board no longer
applicable
W Initiate land optioning Instruction letter to Land 31 Mar 2016
program Agent to initiate
optioning activity
X Substantial completion Line list and sample 30 Nov 2016
of distribution of option package of documents
agreements
Y Finalize preferred route Preferred Route Report 7 Apr 2017
and obtain senior
management approval
(update to Milestone R)
Z Substantial completion Acquisition Status 31 Aug 2017
of signing of option Report
agreements
AA Crown Land Disposition | Confirming 15 Sep 2017
Application filed correspondence
BB Notify landowners of Line List and Notice 15 Dec 2017

LTC application filing

Letter
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Revised Schedule A
NextBridge 20150624 Updated Response
To OEB 20150122 Order

Aboriginal Engagement, Consultation and Participation Page 3 of 4
Milestone Proof of Completion Target Date | Achieved
CcC Send introductory Confirming 30 Aug 2013 X
(formerly 14) | correspondence to correspondence
aboriginal communities
DD Initial meeting with Ministry | Confirming 15 Sept 2013 X
(formerly 15) | of Energy regarding the correspondence
MOU for delegation
EE Complete Confirming 30 Sept 2013 X
(formerly 16) | initial/introductory contact | correspondence
with all aboriginal
communities identified by
the Ministry of Energy
FF Sign MOU with Ministry of | Executed MOU 5 Nov 2013 X
(formerly 17) | Energy regarding the
delegation
GG Complete design of First Participation plan 2 Jan 2014 X
(formerly 18) | Nations and Métis
Participation Plan with
community input
HH Complete design of First Consultation plan 2 Jan 2014 X
(formerly 19) | Nations and Métis
Consultation Plan with
community input
Il Establish Aboriginal Proposed Terms of 1 Feb 2016
Community Advisory Reference for the
Board(s) Community Advisory
Board
JJ Develop plan for Plan 2 May 2016
Aboriginal Training and
Employment
KK Prepare Pukaskwa Park Plan 2 Feb 2016 Exclusively
specific Aboriginal Park Study
consultation plan as related and
required no longer
applicable




Revised Schedule A
NextBridge 20150624 Updated Response
To OEB 20150122 Order

Environmental Assessment (Provincial) Page 4 of 4
Milestone Proof of Completion Target Date | Achieved
LL Consult with Confirming 10 Oct 2013 X
(formerly 20) | environmental agencies correspondence
(Ministry of Environment,
Ministry of Natural
Resources, Parks Canada
and Ontario Parks)
MM Issue notice of draft Terms | Public advertisement of 16 Jan 2014 X
(formerly 21) | of Reference (ToR) draft ToR
available for review
NN File Environmental Confirming 28 Feb 2014 X
(formerly 22) | Assessment ToR correspondence
(0]0] Initiate wildlife, aquatics Plan outlining summer 1 May 2014 X
(formerly 23) | and early season programs
vegetation assessments
PP Approval of Environmental | Confirming 3 July 2014 X
(formerly 24) | Assessment ToR correspondence
QQ Field Studies Resumed Field Plan 16 May 2016
RR Submit Draft 25 Nov 2016
Environmental MOECC Receipt
Assessment (EA) Report Confirmation
for MOECC Review
SS Submit Draft EA Report for | MOECC Receipt 24 Jan 2017
Public Comment Confirmation
TT Complete Consultation MOECC Receipt 4 May 2017
Summary for the EA . .
. Confirmation
Submission
uu Submit Final EA to MOECC Receipt 4 May 2017
MOECC Confirmation
Requlatory
Milestone Proof of Completion Target Date | Achieved
A%, IESO 2015 Needs IESO need update report 15 Dec 2015
Assessment update
WWwW IESO 2016 Needs IESO need update report 15 Dec 2016
Assessment update
XX IESO Confirmation of IESO confirming 31 May 2017
Need correspondence
YY Submit LTC application Application 15 Dec 2017
(formerly 27)
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Revised Schedule C

NextBridge 20150624 Updated Response
To OEB 20150122 Order
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NextBridge Infrastructure LP

Extended Development Period Incremental Costs by Workstream

June 24, 2015

Cost Category Budgeted

Engineering, Design and
Procurement Activity

Permitting and Licensing

Environmental and Regulatory
Approvals

Land Rights

First Nations and Métis
Consultation

Other Consultation

Regulatory (legal support, rate
case and LTC filings)

Interconnection Studies
Project Management (3)
Contingency

TOTALS

NOTES:

Board-Approved
Costs (nominal

Extended
Development Period

Revised Schedule D

NextBridge 20150624 Updated Response
To OEB 20150122 Order

Page 1 of 1

Total Anticipated
Extended

dollars) (1) Incremental Costs (in Development
2015 $, rounded to Period Costs (2)
nearest 10,000s)
10,553,290 240,000 10,793,290
47,320 30,000 77,320
3,592,680 4,890,000 8,482,680
1,991,000 2,580,000 4,571,000
1,724,000 3,750,000 5,474,000
496,000 2,020,000 2,516,000
985,000 1,510,000 2,495,000
179,000 60,000 239,000
1,300,000 3,330,000 4,630,000
1,529,710 1,960,000 3,489,710
22,398,000 20,370,000 42,768,000

(1) Ontario Energy Board EB-2011-0140 East-West Tie Line Designation Phase 2 Decision and Order issued

on August 7, 2013.

(2) Total Anticipated Extended Development Period Costs do not include costs as set out in Table 2:
Unbudgeted Costs in NextBridge's monthly and quarterly reports to the Board.

(3) Costs not attributable to a specific workstream have been captured within Project Management.
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UNDERTAKING JT1.23

UNDERTAKING

TC TR 1, page 105

To provide a breakdown of increase in the cost due to incremental field studies and access
route assessment.

RESPONSE

Below is a breakdown of the budgeted incremental costs for the Extended Development Period
related to incremental field studies and access route assessments.

Extended Development

Period Incremental Cost Explanation

- Environment support for the geotechnical drilling program including environmental inspectors;

- Field studies for the new route around Pukaskwa Park and through White River because the
Pukaskwa Park route was no longer a viable option;

$1,407,956 | - field studies of access roads to include in the environmental assessment that were not planned for;
and

- obtain land access for field studies and geotechnical drilling program for the new route around
Pukaskwa Park and through White River because the Pukaskwa Park route was no longer a viable
option.

As a result of interaction with MNRF, additional environmental assessment and field study activity was
determined to be required in relation to an expanded area, including access roads, laydown and difficult
$520,000 | to access areas. The MNRF also requires significantly more detailed information on all aspects of the
undertaking such as location of aggregate resources, detailed fisheries assessments, location of
temporary laydown yards and man camps, typically associated with the permitting stage following
approval of the EA.

$9,000 | Desktop evaluation of additional alternate routes for the alternatives assessment in the EA.

$55,000 | Incorporation of additional field studies in the EA report

$215,000 | Additional stakeholder relations scope for consultation to support the EA
$2,206,956'

(1) Rounded to $2,210,000 in NextBridge response to Board Staff
Interrogatory #21, found at |.NextBridge.STAFF.21.
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UNDERTAKING JT1.10

UNDERTAKING

TC TR 1, page 33

(1) To provide copies of the variance analysis that were prepared by the project management
office during the development period, (2) to provide any copies of any management approvals
for the budget variances (3) to provide any details of any steps that were taken as a result of
these variances either trying to contain costs or use alternate kind of means.

RESPONSE
Part 1

Variance analyses that were prepared by the project management office during the
development phase are included in NextBridge’s response to JT1.9.

Part 2

Management’s approval of the budget variance was within its discretion; there are no
documents responsive to this request.

Part 3

Below are examples of steps taken and measures implemented to contain costs or use
alternate kind of means. NextBridge, including its partner organizations, follow the following
processes:

1. During the extended development period, work was completed only for critical activities;

2. Staff can only charge up to a maximum of 40 hours a week to the EWT Line Project. Team
leads were responsible to ensure that internal resources did not charge more than the time
allotted to these resources during this phase;

3. Staff work on other projects for their respective organizations and charge time to those
projects accordingly;

4. There are no fulltime staff assigned to the EWT Line Project;

5. Team lead meetings, when necessary, were scheduled based on EWT Line Project
requirements;

6. Minimize travel to necessary business trips, coordinate with EWT Line Project team and
attend meetings via conference call/Skype where available rather than in-person



8.
9.

Filed: 2018-06-01
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Page 2 of 3

attendance;

Enbridge Inc. (“Enbridge”) and NextEra Energy, Inc. (“NextEra”) have comprehensive travel
policies and agreements with travel providers to realize reduced airfare, accommodations
and vehicle rental costs;

Travel and related expenses were limited to those planned and budgeted; and

Bidding of contracts and aggressive contract negotiations.

In addition to the overall organization processes, each discipline reviewed its tasks and took
the following steps during the development period:

1.

Engineering, design, and procurement:

a. Most engineering services during development were contracted through
competitive sourcing and under fixed priced contracts and not on an hourly rate
basis;

b. Internal engineering resources, other than project manager and project engineer,
were rigorously engaged in on an as needed basis; and

c. Variances were a result of timing of expenses rather than increase of costs, so
upcoming expenses were forecasted to ensure no overall cost overrun.

Environmental and regulatory:
a. Request for proposal was completed for the environmental assessment (EA)
balance of work after the low spend period;
b. RFPs were completed for (a) the permitting phase scope of services, and (b) the
archaeological work; and
c. NextBridge worked with its consultants to find efficiencies where possible.

. Land rights:

a. Limit and monitor the specific land employees working on project to reduce # of
personnel charging to the project.

First Nation and Métis:
a. Individual First Nation and Métis meetings were grouped together to be efficient
with time and travel expenses; and
b. Used internal labour to minimize consultants.

Other consultation:

a. A half time contract position was re-worked with another contractor, where cost
saving was realized through a new agreement through an employee agency for
the same staff member;

b. Website hosting was internalized (within Enbridge) and therefore, it eliminated
hosting, updating and domain costs;

c. Format and timing of open houses was modified to compress the time in the field
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and avoid straddling weekends, which reduced airfare and accommodation
costs;

d. Security costs were reduced after the first rounds of open houses by eliminating
some security measures based on results of this open house;

e. When permitted by Ministry of Environment and Climate Change, laptops were
loaded with EA documentation for review at public viewing locations to reduce
significant printing and shipping costs associated with EA documentation; and

f. Some stakeholder relations’ roles on the EWT Line Project have been eliminated
based on attrition and not backfilled.

6. Regulatory:

a. Regulatory analyst transitioned to non-EWT Line project work in early 2015, and
was not replaced until leave to construct application preparation resumed in
2016;

b. Legal regulatory work was completed internally as much as possible to minimize
external legal counsel costs; and

c. RFP for modelling consultant was completed under a fixed fee arrangement.

7. Project management:

a.

NextBridge currently shares office space with one of the project partners at no
charge to NextBridge.
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March 14, 2018

VIA COURIER, RESS and EMAIL

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

2300 Yonge Street, 27" Floor
Toronto, ON

M4P 1E4

Dear Ms. Walli:

Re: Upper Canada Transmission, Inc. (“UTC” or “NextBridge”)
Ontario Energy Board (“OEB” or “Board”) File EB-2017-0182/EB-2017-0194
New East-West Tie Line Project
NextBridge Response to Board Procedural Order No. 2

On March 1, 2018, the OEB issued Procedural Order No. 2 in EB-2017-0182. In that
order, the OEB concluded, among other things, that a more complete record on costs is
needed to assess the prudency of the development costs and the reasonableness of
the construction costs. On this basis, the OEB directed NextBridge to file the evidence
it believes to be necessary to support the development and construction costs for the
Project by March 14, 2018. NextBridge hereby submits the following additional
evidence:

e Exhibit B, Tab 15, Schedule 1 plus Attachment titled “Detailed Description of
Construction Costs” related to the reasonableness of NextBridge’s construction
costs; and

e Exhibit B, Tab 16, Schedule 1 plus Attachments titled “Development Costs”
related to the prudence of NextBridge’s development costs.

Also through Procedural Order No. 2, the Board offered NextBridge the opportunity to
file a revised confidentiality request, and further directed NextBridge to file on or before
March 14, 2018 a detailed explanation of specific reasons why the proposed
confidential information should be treated as confidential and why public disclosure of
that information would be detrimental. NextBridge has submitted under separate cover
a letter describing the materials for which NextBridge continues to seek confidential
treatment in accordance with the Board’s Practice Direction on Confidential Filings and
providing a detailed explanation of specific reasons why the proposed confidential
information should be treated as confidential and why public disclosure of that
information would be detrimental.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 |www.NextBridge.ca
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That submission also provides updated NextBridge responses to Board Staff
Interrogatory #7 and CCC Interrogatory #8.
Yours truly,
(Original Signed)
Krista Hughes

Senior Legal Counsel
Enbridge Employee Services Canada Inc.

390 Bay Street, Suite 1720 | Toronto, ON | M5H 2Y2 | 1-888-767-3006 |www.NextBridge.ca
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Plus Attachments

DEVELOPMENT COSTS

Development Costs Incurred

Between August 7, 2013 and July 31, 2017 (the “Extended Development Period”),
NextBridge incurred $40.2 million developing the East West Tie Line Project to the point
of being in a position to file a leave to construct application. While NextBridge invested
significant staff hours of internal time and associated resources and incurred substantial
external services costs to prepare its application for designation and participate in the
Board’s designation process, those costs have not been included in the development
costs for the East West Tie Line Project (“EWT Line Project”).

Some Development Costs Already Determined to be Prudent and Reasonable

Of the $40.2 million in development costs incurred during the Extended Development
Period, $22.4 million (nominal dollars)! have already been approved for recovery by the
Board. NextBridge was selected as the designated transmitter for the development
phase of the EWT Line Project in the Board’s EB-2011-0140 Phase 2 Decision and
Order issued on August 7, 2013 (the “Phase 2 Decision”). In accordance with the
Board’s Phase 1 Decision and Order issued on July 12, 2012 in the same proceeding
(the “Phase 1 Decision”), the selection of a transmitter for designation indicates, first,
that the Board has found the transmitter’s development costs to be reasonable and,
second, that the development costs are approved for recovery.? The Phase 2 Decision
concluded that the development costs budgeted by NextBridge are reasonable and it

confirmed that NextBridge will be able to recover the costs of project development, up to

! $22,187,022 in 20125- see Phase 2 Decision at p.41, escalated in accordance with NextBridge’s EB-2011-0140
Response to Board Interrogatory 26 to all Applicants, at Attachment 1 (the “Board-Approved Costs”).
’Phase 1 Decision, at page 17.
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the budgeted amount, even if the final assessment of need indicates that the EWT Line
Project is no longer required.?

Development Activities and Corresponding Costs

At a high level, the development work completed during the Extended Development
Period included:

- Engaging with landowners and land interest holders, negotiating option
agreements, obtaining consent and access for various purposes;

- Engaging with stakeholders, hosting open houses and numerous meetings with
representatives of municipalities along the route of the proposed transmission
line and government agencies;

- Developing and obtaining Ministerial approval for terms of reference for
environmental assessment (“EA”);

- Completing field study activity, socio-economic data collection and alternatives
assessment related to the project and completing analysis and preparation of an
environmental assessment;

- Completing detailed engineering of a family of lattice tower structures and testing
of such structures;

- Completing detailed engineering and design of the transmission line and
foundations;

- Collecting laser identification detection and ranging (“LiDAR”) and survey data,
designing an access and construction plan and engaging a general contractor to
oversee construction of the project once appropriate authorizations are in place;

- Extensive engagement, consultation and negotiation of capacity funding
agreements with 18 First Nations and Métis communities identified by the Ontario

Ministry of Energy as potentially impacted by the EWT Line Project; and

* Phase 2 Decision, at pages 41-42.
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- Negotiating participation arrangements in the EWT Line Project with several First

Nations and Métis communities.

Details related to the budgeted costs incurred and activities completed in developing the
EWT Line Project between August 7, 2013 and July 31, 2017 are outlined on an
individual work stream basis in Attachments 1 through 9 to this Exhibit at Exhibit B, Tab
16, Schedule 1, Attachments 1 through 9. Specifically, the discipline addressed within

each attachment is as follows:

Discipline/Work Stream Attachment

Engineering, Design and Procurement Activity Attachment 1
Permitting and Licensing Attachment 2
Environmental and Regulatory Approvals Attachment 3
Land Rights Attachment 4
First Nations and Métis Consultation Attachment 5
Other Consultation Attachment 6
Regulatory (legal support, rate case and LTC filings) Attachment 7
Interconnection Studies Attachment 8
Project Management Attachment 9

In addition, costs were incurred in the Extended Development Period related to activities
that were identified at designation as an integral component of development activity but
for which no cost was estimated. Specifically, at the time of designation NextBridge
was not in a position to estimate costs associated with First Nation and Métis
participation and land acquisition until further engagement had been initiated with

communities.*

Details related to First Nation and Métis land acquisition and First Nations and Métis
participation costs incurred and activities completed through July 31, 2017 are outlined
in Attachment 10 to this Exhibit at Exhibit B, Tab 16, Schedule 1, Attachment 10.

4 Upper Canada Transmission, Inc. operating as NextBridge Infrastructure Application for Designation to Develop
the East-West Tie Line dated January 4, 2013 (EB-2011-0140), at pages 46 and 116; Upper Canada Transmission,
Inc. Response to Board Interrogatory 26 to all Applicants, at Attachment 1.
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Finally, carrying charges on all development expenditures and costs related to
NextBridge’s participation in an appeal of the designation proceeding Phase 2 Decision
by Ojibways of Pic River (Heron Bay First Nation), now Biigtigong Nishnaabeg, were
incurred during the Extended Development Period and are included in the Extended

Development Period Costs.

Attachment 11 to this Exhibit at Exhibit B, Tab 16, Schedule 1, Attachment 11
consolidates the Extended Development Period Costs, both budgeted and unbudgeted
as described above, to match the format in NextBridge’s reports to the Ontario Energy
Board.

Prudence and Reasonableness of Development Costs

1. A Prudent Approach to Controlling Costs

As outlined in NextBridge’s response to Board Staff Interrogatory #23 at

Exhibit I.B.NextBridge.STAFF.23, NextBridge implemented a robust cost management
strategy and control measures during the development phase of the EWT Line Project.
This involved management of day-to-day expenditures at the Lead project manager
level, with regular reporting to the Project Director and to the Operations Committee that
closely monitored any variance from the estimated EWT Line Project budget. Starting in
October 2013, budgeted cost information was presented in the regular OEB project
reporting materials at first on a monthly basis, and then on a quarterly basis starting
January 2015. During the entire development phase of the project, when the internal
financial reporting was completed as part of either the OEB monthly report or quarterly
report, a variance analysis was completed by the project management office for each
discipline and variances (i.e., under or over spend in the month) were asked to be
explained.
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2. Cost Recording and Prudent Resource Use

As described above, Attachments 1 through 10 to this Exhibit at Exhibit B, Tab 16,
Schedule 1, Attachments 1 to 10 detail the total budgeted and unbudgeted amounts
recorded by each of the respective disciplines throughout the Extended Development
Period. When NextBridge was designated to complete development work for the
EWT Line Project in 2013, NextBridge used the work breakdown structure (“WBS”)
project system to establish a cost recording framework, which is consistent with
NextEra’s project management system. The WBS project system is used to plan,
execute, track and account for projects as part of NextBridge’s business system.
Examples of codes that were established by NextBridge to capture EWT Line Project
development costs include internal labour and related employee expenses within each
discipline. Additional codes were established where applicable for third party activity,
external counsel services, and other matters and/or cost categories relevant to a

specific discipline.

With respect to the internal labour and related employee expense codes, these codes
represent time charges from NextBridge partner entity staff that were seconded to the
EWT Line Project and working specifically on EWT Line Project development activities
during the Extended Development Period. Over the 48-month period, there existed
about 7,700 of potential working hours available (40 hours / week times 48 weeks per
year for 4 years) per full-time staff member. With respect to the Land Rights discipline,
the amount of internal labour charged (approximately $0.5 million) by the land team
represents about 0.4 of a fulltime employee working on the EWT Line Project. With
respect to Regulatory (legal support, rate case and LTC filings), the amount of internal
labour charged (approximately $1.1 million) represents about 0.75 of a fulltime
employee over this 48-month period. By accessing partner entity staff on a variable,
flexible basis and only as needed, NextBridge was able to retain access to highly skilled

and knowledgeable staff without the requirement of compensating such staff at full time
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levels. NextBridge diversified the use of partner entity employees and used them as

required by the project schedule and to save on labour costs.

Regarding third party activity-related costs, these represented costs that NextBridge
incurred from outside parties that supported the EWT Line Project team in order to
execute specific development activities. These costs were prudently managed and, as
outlined in NextBridge’'s response to SEC Interrogatory #8 at

Exhibit I.B.NextBridge.SEC.8, the majority of these costs were competitively procured.

3. A Prudent Response to Extension of the Development Phase

Not all of the development costs incurred by NextBridge were initially expected to form
part of the development phase of the EWT Line Project. At the time of designation,
NextBridge anticipated incurring $22.2 million® over an 18 month development period to
complete activities sufficient to file a Leave to Construct application for the EWT Line

Project.

In response to new information and changing circumstances, the most significant of
which was the Ontario Power Authority’s® September 2014 recommendation to extend
the in-service date from 2018 to 2020, NextBridge adapted development activity to suit

the changing circumstances and timelines.

The establishment of a new in-service date for the EWT Line Project of December 2020
ultimately worked to add 30 months to the development phase of the EWT Line Project,

extending the development period from 18 months to a total of 48 months.

5
In 20125.
® The Ontario Power Authority is now the Independent Electricity System Operator and is referred to as either the
“OPA” or the “IESO”, as appropriate, in this evidence.
” OPA letter to Board dated September 30, 2014.
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Having knowledge of the important changes in circumstances, in particular the near
tripling of the development period, NextBridge carefully considered the conservation

and best use of development dollars going forward.

NextBridge started by assessing the work required to be completed in response to the
changed circumstances. That assessment identified the need to: (a) adjust scheduling
to ensure work was not completed prematurely but would allow, among various other
considerations, that construction of the EWT Line Project with a route through
Pukaskwa National Park would be possible should authorization to study be allowed;
(b) identify new tasks to be completed and existing tasks to be extended and/or delayed
in response to the changing circumstances; and (c) undertake re-budgeting activity to
understand the corresponding costs associated with the altered and additional

development work required.

Through various means, NextBridge revisited all development activities and assessed
the characteristics of those activities to inform priorities, categorizing activities within
each workstream. Activities that had either not yet been initiated or that could be
delayed without incurring additional development costs or compromising project
progression were delayed. Examples here include decisions not to undertake
environmental field study activity in the 2015 study season and temporary
demobilization of land agents in the field. Staff activity was also reduced within most

disciplines.

Activities already underway that could be put on hold without significant overall
additional expenditure were frozen. One example of this type of activity was
preparation of the LTC application. In the fall of 2014, NextBridge had already initiated
preparation of the LTC application, initially scheduled for submission in January 2015.
With confirmation of delay to the in-service date for the EWT Line Project, NextBridge

concluded that it would be more cost-effective to cease preparation of the LTC
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application and resume at a later date instead of continuing to update and revise the
application throughout the extended development period. In contrast, as the draft route
Alternatives Assessment requested to be completed by the Ministry of Environment and
Climate Change (“MOECC”) was near completion, NextBridge determined that
finalization and submission of the draft Alternatives Assessment to MOECC and the
Ministry of Natural Resources and Forestry was warranted to ensure additional costs
were not incurred to stop and resume the activity. Completion of the draft Alternatives
Assessment also served the added purpose of retaining some EWT Line Project

momentum with regulator involvement with the project.

Activities that were already committed, for example tower design and testing and other
contractual obligations for which NextBridge was responsible, were continued in order
to ensure additional costs were not incurred either to complete the already scheduled
activity or in the form of penalties. Financial management activities and ongoing

reporting in accordance with licence conditions were included in this category.

Finally, NextBridge also identified existing or new activities that were considered to be
critical to proceed with so as to preserve the Project’s good standing and best-position
the EWT Line Project to be able to resume full development quickly and effectively as

circumstances continued to evolve.

One example of this kind of critical activity relates to Pukaskwa National Park (“the
Park”). In response to the OPA letter, NextBridge identified the need for and devoted
substantial effort towards a satisfactory resolution of the Park access issue, and
undertook additional activity in order to explore the possibility of a route through the
Park, or at least access to the Park to study a route, in response to OPA’s
recommendation. These activities included: preparing correspondence and holding
meetings with Ontario government representatives; meeting with federal government

representatives; engaging with Aboriginal communities and facilitating Aboriginal
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community correspondence and engagement with federal and provincial government
representatives; engaging with various stakeholders regarding Park access; and further
investigating data collection processes and permit application processes and timelines.
While ultimately unsuccessful, NextBridge acted promptly in response to the OPA’s
letter and diligently pursued permission to study a route through the Park in accordance
with the OPA’s recommendation until such time as it was evident that access to the

Park for the purpose of studying a route through the Park would not be allowed.

In further example, in relation to land activities, NextBridge saw the opportunity to gain
some benefits from the extension of the development period by prudently taking
advantage of additional time available to deal with land acquisition. Certain private land
optioning and related activity to obtain consent from Crown disposition and interest
holders (“Land Optioning”) that initially was going to be pursued in the construction
phase was pulled forward into the development phase and started in 2016. Generally
speaking, additional time for Land Optioning negotiations results in a higher percentage
of optioned landowners and interest holders, and a corresponding reduction in the
number of expropriations required. This activity served to increase Land Optioning
costs within the development phase, however overall costs related to Land Optioning
activity did not increase, and in fact, the increased amount of Land Optioning work
completed in the Extended Development Period defining the route and negotiating with
landowners is predicted to reduce the extent of costly expropriation processes.
NextBridge has secured option agreements from 74% of private landowners and

consent of 18% of Crown interest holders.

Once development activities were identified and categorized, NextBridge considered the
appropriate level of work to sustain the EWT Line Project over the Extended
Development Period without jeopardizing the benefit of the work completed to date.
From the beginning, NextBridge committed to and successfully established proactive

public communication and consultation programs and built and maintained respectful
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and productive relationships with landowners, municipalities and communities engaged
in, and affected by, the EWT Line Project. On this basis, NextBridge concluded that
additional open houses, related municipal engagement and maintenance of a continued
EWT Line Project presence was important throughout the Extended Development
Period. All channels of communication with stakeholders were maintained (web site,
email and project hotline), and consistent (albeit less frequent) updates were provided
to stakeholders and landowners over the period of reduced activity. Similarly,
Indigenous engagement activities were continued on a less frequent basis. Because of
the strong foundation that NextBridge had built to that point, NextBridge was able to
scale back this activity significantly in the late 2014 and 2015 period without

compromising Project relationships.

As a result of the measures taken, NextBridge was able to reduce the amount spent
during the delay period by executing cost management practices in developing a new
budget for this period. The new budget for the delay period focused on the identified
committed and critical tasks. This methodology was implemented to allow low spend
while keeping the EWT Line Project’s ability to ramp up its development effort when
required to do so. Leads were asked to develop their budgets from the bottoms up for
this period concentrating on the committed and critical tasks. The adopted lower spend
levels were critical to keeping the costs low during the extended development phase of
the project. NextBridge successfully transitioned from an average monthly spend of
approximately $1.4 million per month in the fall of 2014 to a low spend of $240,000 in
March of 2015. NextBridge maintained this reduced spend level through 2015 and into
early 2016, successfully stretching the original $22.4 million of Board approved costs
through until the fall of 2016. Attached as Attachment 12 to this Exhibit at Exhibit B,
Tab 16, Schedule 1, Attachment 12 is a graph showing the monthly EWT Line Project

spend over the Extended Development Period.
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This is in addition to the competitive tendering activity NextBridge undertook in relation
to the major components of the Project and the more general and systemic cost
management and control measures that NextBridge undertook upon designation and
throughout the Extended Development Period to ensure that development activity
undertaken and corresponding costs were prudently managed and incurred over the
Extended Development Period. Please refer to NextBridge’s Response to Board Staff
Interrogatory #23 (a), found at Exhibit I.B.NextBridge.STAFF.23 for a description of day-
to-day cost management and control measures used by NextBridge during the

development phase of the project.

In summary, NextBridge rigorously and systematically considered elements required to
ensure the EWT Line Project development continued as necessary to ensure success
of the project and in accordance with feedback received and in light of changing
circumstances, and limited expenditures as possible to those reasonably required to

achieve the end result in an efficient and effective manner.
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Cost Category Board-Approved Anticipated Extended Actual Extended Total Extended
Costs (1) Development Period Development Period Development
Incremental Costs (in Incremental Costs Period Costs
2015 S, rounded to (in nominal $) (2) (in nominal $)
nearest 10,000s)
(A) (B) (A+B)
Engineering, Design and
Procurement Activity 10,553,290 240,000 (289,826) 10,263,464
Permitting and Licensing 47,320 30,000 37,461 84,781
Environmental and Regulatory
Approvals 3,592,680 4,890,000 4,225,000 7,817,680
Land Rights 1,991,000 2,580,000 3,809,532 5,800,532
First Nations and Métis
Consultation 1,724,000 3,750,000 1,530,002 3,254,002
Other Consultation 496,000 2,020,000 1,091,015 1,587,015
Regulatory (legal support, rate
case and LTC filings) 985,000 1,510,000 888,499 1,873,499
Interconnection Studies 179,000 60,000 (95,141) 83,859
Project Management (3) 1,300,000 3,330,000 3,666,784 4,966,784
Contingency (4) 1,529,710 1,960,000 (1,529,710) 0
SUBTOTALS - BUDGETED 22,398,000 20,370,000 13,333,616 35,731,616
First Nation and Métis Land
Acquisition 16,862 16,862
First Nation and Métis
Participation 3,415,388 3,415,388
Pic River Appeal Costs 230,163 230,163
Carrying Costs 855,474 855,474
SUBTOTALS - UNBUDGETED 0 0 4,517,886 4,517,886
TOTALS 22,398,000 20,370,000 17,851,501 40,249,501
NOTES:

(1) Ontario Energy Board EB-2011-0140 East-West Tie Line Designation Phase 2 Decision and Order issued on August 7, 2013
escalated in accordance with Upper Canada Transmission, Inc. Response to Board Interrogatory 26 to all Applicants ("NextBridge

Response to IR 26") (rounded to the nearest 000s).

(2) "Actual" refers to actual costs plus estimated accruals at July 31, 2017.
(3) Costs not attributable to a specific workstream have been captured within Project Management.
(4) Contingency of $1,319,136 and escalation of $211,062 as per NextBridge Response to IR 26.
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Plus Attachment

UNDERTAKING JT1.7

UNDERTAKING

TC TR 1, page 26

To provide a comparison of original milestones to actual, and associated costs.

RESPONSE

The left side of the attached table captures the original East West Tie Line Project
development milestones approved by the Ontario Energy Board (“OEB”) in its September 26,
2013 Decision and Order Regarding Reporting by Designated Transmitter in EB-2011-0140
(“September 2013 Reporting Decision”), along with their completion status as of January 31,
2015, which is the approximate close of the original 18 month development period. Budgeted
development costs for the original 18 month period are also provided by workstream.

On the right side of the attached table are the Extended Development Period milestones as
approved by the OEB in its November 19, 2015 Decision and Order Regarding Application for
Approval of Schedule and Costs related to the Development of the East-West Tie
Transmission Line in EB-2015-0126, as amended (“November 2015 Schedule and Costs
Decision”). The milestone status for the Extended Development Period milestones is also
provided as at July 31, 2017, as well as actual development costs as at July 31, 2017 by
workstream.
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UNDERTAKING JT1.12

UNDERTAKING

TC TR 1, page 53
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Plus Attachments

(1) to update the table at Staff 16 part a to break down the $2 million cost by category; (2) to
explain increases beyond 5 percent; (3) to provide actual and budget for January 2018 to April
2018; (4) to provide any documentation around the variance analysis.

RESPONSE

Parts 1& 2

The table prepared in response to Board Staff Interrogatory #16(a), found at
Exhibit |.B.NextBridge.STAFF.16, has been updated below to include the corresponding

budgeted amounts by category with respect to the $2.0 million budgeted cost (rounded to the
nearest million) that was provided in response to Board Staff Interrogatory #16(c), as well as

variance information:

August 1 to December 31, 2017

Variance Budget

Budget Actuals against Actual
in in in
$000 $000 $000s %
Engineering, Design & Procurement $ 1,545 $473 | $1,072 69%
Materials & Equipment - - -
Permitting & Licensing - - -
Environmental and Regulatory 32 1,663 | (1,631) -5109%
Land Rights 58 837 (779) -1334%
First Nation and Métis Participation 18 491 473) -2627%
First Nation and Metis Consultation 32 486 (454) -1402%
Other Consultation 6 37 (31) -497%
Site Clearing and Preparation - - -
Construction - - -
Site Remediation 11 - 11 100%
IDC - 249 (249) -100%
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August 1 to December 31, 2017
Variance Budget
Budget Actuals against Actual
in in in
$000 $000 $000s %
Contingency 2 - 2 100%
Regulatory 13 251 (238) -1791%
Project Management 12 433 (421) -3510%
Interconnection Studies 0 4 (4) 100%
Total Construction Cost $1,729 | $4,924 | (3,195)

All disciplines had an increase beyond 5% (as compared to budget) in the period of August 1
to December 31, 2017 except for Engineering, Design & Procurement. Overall, there was an
increase in spend over most disciplines due to the unanticipated filing of an Amendment to the
Environmental Assessment (“EA”) and another party filing a competing Leave to Construct.
Also, the budget during this period was based on a cash flow analysis completed in the spring
of 2017 for the purposes of calculating IDC, and not indicative of potential discipline spend.
During the fall of 2017, the team leads underwent an in depth review to evaluate more realistic
monthly budget forecasts based on timing of expected activities and related costs.

Any permanent differences noted in a particular discipline that exist at this time are not
currently anticipated to result in a total construction budget permanent difference when the
EWT Line Project is completed and goes into service.
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January 1 to April 30, 2018

Budget Actuals Variance Budget against Actual
in $000s in $000s in $000s %

Engineering, Design & 3,845 5,488 (1,643) -43%
Procurement

Materials & Equipment - - - -
Permitting & Licensing - - - -
Environmental and Regulatory 360 1,235 (875) -243%
Land Rights 828 689 139 17%
First Nation and Métis 530 326 204 38%
Participation

First Nation and Métis 1,126 595 531 47%
Consultation

Other Consultation 306 97 209 68%
Site Clearing and Preparation - - - -
Construction - - - -
Site Remediation - - - -
IDC 337 263 74 22%
Regulatory 681 464 217 32%
Project Management 442 938 (497) -112%
Interconnection Studies - - - -
Contingency - - - -
Total Construction Cost 8,455 10,096 (1,641)

After the team lead in depth review, the budget was revised to reflect the specific project work
plan and the variances were much lower and comparable to the budget. There are three
disciplines where there was a variance in excess of 5% (as compared to budget) in the period
of January 1 to April 30, 2018; Engineering, Design and Procurement, Environmental and
Regulatory, and Project Management. Explanations for these variances are below.

Any permanent differences noted in a particular discipline that exist at this time are not
currently anticipated to result in a total construction budget permanent difference when the
EWT Line Project is completed and goes into service.

Engineering, Design and Procurement - The preliminary forecast curve assumed major
construction expenses to be incurred after LTC approval. This monthly variation on the spend
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curve is only due to timing of some expenses incurred earlier to support a construction ramp
up of November 2018. This variation is not indicative of project cost increases. It is expected
that over the next few months the monthly variation will be “trending positive.”

Environmental and Regulatory - Preparation of amended EA based on feedback and
discussions with the Ministry of Environment and Climate Change (“MOECC”). This includes
staff and consultant time for follow-up meetings with the MOECC, Ministry of Natural
Resources and Forestry, other Ontario government bodies, Indigenous communities and other
stakeholders regarding the amended EA.

Project Management - Result of (a) costs incurred with respect to the Hydro One Networks
Inc. Lake Superior Link Leave to Construct (“LTC”) application that was not budgeted as part
of the NextBridge EWT Line Project costs; and (b) unplanned external technical support for
mapping to support such items as crossing applications.

Part 4

Attached to this undertaking are the variance analysis slides from the NextBridge Board of
Directors presentations for the periods of August 1 to December 31, 2017 and January 1 to
April 30, 2018. In cases where there were no significant variances in the month, a report was
not made to the Board of Directors. Variances were reported to the Board in:

e August 2017 (Attachment 1)

e November 2017 (Attachment 2)

e December 2017 (Attachment 3)

e April 2018 (Attachment 4)
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Application for leave to construct an electricity
transmission line between Thunder Bay and Wawa,
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- and -

Application to upgrade existing transmission station
facilities in the Districts of Thunder Bay and Algoma,
Ontario

Hearing held at 2300 Yonge Street,
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on Monday, May 7, 2018,
commencing at 9:43 a.m.
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MR. MURRAY: The second part of my question is -- so I
understand you're going to provide me with what was
expected to be completed at the end of the 18 months.
Ultimately, the development period was much longer; I think
around 48 months total. I might be off plus or minus a
couple months.

But at the end of that kind of period when you filed
in July 2017, can you tell me where you were in terms of
those original milestones? Had you completed all the
original milestones that were in the original 18-month
period, or were some still outstanding? Is that something
you can provide?

MS. TIDMARSH: For clarity, I think one of the things
that we would do then is in our filing that we did in May
2015, where we outlined all the activities we would be
doing before leave to construct, as well as our OEB
milestones and all the activities, we would compare that to
what was completed when we filed our leave to construct.

Is that acceptable?

MR. MURRAY: What I really want to know is I want to
kind of make sure that we -- I don't want to end up with
what I call an apples-to-mangoes situation; I want an
apples-to-apples.

So there was an original set of milestones that were
based upon the 18 months and 22.4 million. What I sort of
want to be able to compare that against is how much of
those -- which of those milestones were actually completed

at the end of the 48 months.

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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I'll give you an example. In some cases, for example,
you may have gone beyond milestones. So you may have as
part of your original development budget phase, for
example, said we're going to complete 15 percent of the
land acquisitions by the end of 18 months. Perhaps by the
end of 48 months, it was 75 percent, so you've actually
gone above and beyond what was originally contemplated in
the milestone.

What I sort of want is I want to know what was the
original target, where you ultimately ended up, and then
sort of the difference. 1Is that something you can provide?

MS. TIDMARSH: Yes, we can provide that.

MR. MURRAY: Once again, going back to my example, to
the extent there's a difference -- and this isn't just for
land use, but for everything, but I think the land use is a
good example.

So to the extent, for example, you anticipated 50
percent of the land purchases and you got 75 percent, if
you can provide kind of an estimate of the costs associated
with those extra 25 percent, that would be helpful. Is
that something that can also be included?

MS. TIDMARSH: Yes. In some cases -- I'm sorry, I
hesitate because in some cases some of the activities flow
through a project, and so they don't start and stop at
certain times.

So for example, the land acquisition that you use, the
costing over the spread of so many months to reach 75

percent means that we were still doing activities. We

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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never stopped and started the activities, so it's hard to
put a finite amount of time. But we can attempt do that.

MS. CRNOJACKI: That would be JT1.7.

UNDERTAKING NO. JT1.7: TO PROVIDE A COMPARISON OF

ORIGINAL MILESTONES TO ACTUAL, AND ASSOCIATED COSTS.

MR. MURRAY: If I can ask to go to Exhibit B, tab 16,
schedule 1? We are once again still on the additional
evidence that was filed.

If I could ask we go to page 5 of 11, and scroll down
Jjust a little bit -- perfect.

Now, in this section, you talk about the prudency of
the costs. If I can take you to the second paragraph, you
talk in particular about internal labour that was used as
part of the NextBridge project. And there's reference to,
I think, two internal employees were seconded to the
NextBridge project, one in land rights and one in legal.

And the question I have is were these the only two
internal or partner-affiliated employees that were seconded
or working on the project?

MS. TIDMARSH: So I think for clarity, what I would
say 1s that our partner organizations, each one of us
deploys labour at different rates. So for example, a lot
of team leads work on more than one type of project.

So your guestion about were they seconded, were they
the only two that were seconded, I would say yes, subject
to check, those were the only two that were seconded
through the project.

MR. MURRAY: Perhaps to clarify my question, I wasn't

ASAP Reporting Services Inc.
(613) 564-2727 (416) 861-8720
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UNDERTAKING JT1.9

UNDERTAKING

TC TR 1, page 32

To provide copies of the reports from the lead level to the project managers about cost
variances.

RESPONSE

The process for reporting cost variances to project management begins with the preparation of
monthly project financial information from the Project Management Office, which is then
circulated to the team leads for their review. Where a material variance from budget arises in
relation to a work stream, the relevant team lead is requested to provide an explanation. The
variances, including team lead explanations for the variances, are summarized as part of the
Board of Directors materials. Attached are variance materials provided to the Board of
Directors in the following years:

2015 (Attachment 1)
2016 (Attachment 2)
2017 (Attachment 3)
2018 (Attachment 4)
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STAFF INTERROGATORY #22

INTERROGATORY

Ref: Evidence EB-2017-0182 Exhibit B, Tab 9, Schedule 1, page 6-7

In its application, NextBridge sets out certain costs that were unbudgeted at designation
including (i) First Nation and Métis Participation and Land Acquisition, (ii) interest during
construction, and (iii) Pic River appeal.

Questions:

a) How do these costs compare to costs for similar work on similar projects? Please
provide relevant examples.

b) How did NextBridge satisfy itself that the level of costs in each category of
unbudgeted costs is reasonable?

c) Please break down the total costs into the three categories described.

RESPONSE
a)

First Nation and Métis Participation

NextBridge followed policy direction from the Ontario government regarding First Nation
and Métis participation in major transmission projects, which can be found in Ontario’s
2013 Achieving Balance — Ontario’s Long-term Energy Plan (“LTEP”). In addition to
setting out consultation expectations for energy projects in Ontario, the LTEP identifies
that Indigenous communities have an interest in sharing in the economic benefits from
future transmission projects crossing through their traditional territories. The OEB’s
August 7, 2013 Decision and Order for the New EWT Line Project, at page 15 identified
where the new transmission line crossed the traditional territories of Indigenous
communities, and indicated that there would be a presumption that the proponent will
explore economic participation opportunities. Since this was the first time that this
recommendation was included in a designation, there are no comparable Ontario
transmission line projects that provide a relevant example.
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However, the Lower Mattagami hydro project provides an Ontario energy example. There
is a partnership between the Moose Cree First Nation (25% “ownership”) and Ontario
Power Generation (“OPG”) for a hydro dam of six new units on the Lower Mattagami River
(438 MW). The total project budget was $2.6 billion. Moose Cree businesses were
awarded over $300 million worth of sub-contracts since the project began, including
catering, security, surveying, electrical work, road construction and transportation. At
peak construction, 1,800 people worked on the project including over 250 First Nation and
Métis workers (14%). This project was financed through an equity contribution by both
OPG and its partner, the Moose Cree First Nation, and through borrowing from lending
institutions. To NextBridge’s knowledge, the costs of Indigenous participation are not
publicly available.

Interest During Construction

The interest during construction is based on the timing and magnitude of the project’s
cash expenditures, and reflects the OEB-prescribed interest rate; therefore, the interest
during construction is the same for all projects with a similar cash expenditure profile.

Pic River Appeal

In September 2013, the Ojibways of Pic River (Heron Bay First 9 Nation), now Biigtigong
Nishnaabeg, filed a Notice of Appeal of the Board’s decision in EB-2011-0140 in the
Ontario Divisional Court. The appeal was ordered abandoned in April 2014 on a without
costs basis. Costs incurred by NextBridge in the procedural steps respecting the appeal
would be comparable to other regulatory and appellate legal fees.

b) NextBridge used commercial experience to determine that unbudgeted costs were
reasonable.

c) A breakdown of the costs related to each of the three categories is provided below.

Unbudgeted at Designation $42.6M
First Nation and Métis Participation $10.4M
Pic River Appeal $ 0.2M

Interest During Construction $31.9M
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UNDERTAKING JT1.2

UNDERTAKING

TC TR 1, page 20

To provide costs for the Pic River appeal, and at what stage the appeal was abandoned.

RESPONSE

The total costs related to the Ojibways of Pic River First Nation (“Pic River”) appeal of the
Ontario Energy Board’s (OEB) EB-2011-0140 designation decision were $230,159.94, and are
broken down as follows:

1. External legal fees and disbursements - $218,788.38, plus
2. Internal labour charges - $11,371.56.

The relief claimed by Pic River in the Notice of Appeal was that the decision be set aside, that
the matter be remitted back to the OEB for reconsideration with directions, or in the alternative
that the Court declare that the OEB make a decision about which applicant is entitled to
recovery of development costs at the conclusion of the Leave to Construct proceeding. Over
30 parties were named as Respondents in Appeal.

In response to a motion by the Respondent OEB for an order providing for the participation of
certain named Respondents as Intervenors in the appeal, setting the schedule for the
perfection and other proceedings leading to the hearing of the appeal, and for related relief, on
October 29, 2013 the Court issued an order outlining (among other things) the procedural
steps to be completed in relation to the appeal (the “Order”). A copy of the Order is attached
for the convenience of the Board.

The costs incurred by NextBridge as a Respondent relate to NextBridge’s participation in the
appeal proceeding in accordance with the procedural steps outlined in the Order, including the
following:
e Engagement and correspondence with other named respondents and the
applicant in relation to the OEB motion and all other steps in the proceeding;
e Consideration of evidence (and the submissions of other parties related to
evidence) required for the appeal;
e Research, preparation and distribution of NextBridge written argument (Factum)
which was served and filed in February 2014 on the appeal;
e Review and consideration of Factums served and filed by other parties to the
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appeal; and
e Preparation for oral argument in the appeal.

The appeal was scheduled to be heard on Wednesday April 2, 2014 and Thursday April 3,
2014. The Ontario Divisional Court, however, ordered the appeal abandoned on April 2, 2014.
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Court File No. 408/13
ONTARIO
SUPERIOR COURT OF JUSTICE
(DIVISIONAL COURT)
THE HONOURABLE A p\—w] Tﬁ(@ﬂy THE 271["
)
JUSTICE KW EC - ) DAYOF QCAI2RER.2013

BETWEEN:
OJIBWAYS OF PIC RIVER FIRST NATION
Appellant

- and -

THE ONTARIO ENERGY BOARD; THE ATTORNEY GENERAL OF ONTARIO;
ALTALINK ONTARIO LP; CANADIAN NIAGARA POWER INC.; EWT LP; ICCON/TPT:;
RES CANADA TRANSMISSION LP; UPPER CANADA TRANSMISSION INC.;
ASSOCIATION OF MAJOR POWER CONSUMERS OF ONTARIO; BAYNICHE
CONSERVANCY; BUILDING OWNERS AND MANAGERS ASSOCIATION TORONTO;
CANADIAN MANUFACTURERS & EXPORTERS; CITY OF THUNDER BAY AND
NORTHWESTERN ONTARIO ASSOCIATED CHAMBERS OF COMMERCE AND
NORTHWESTERN ONTARIO MUNICIPAL ASSOCIATION ENERGY TASK FORCE;
CONSUMERS COUNCIL OF CANADA; ENBRIDGE INC.; ENERGY PROBE RESEARCH
FOUNDATION; GREAT LAKES POWER TRANSMISSION EWT LP; GREAT LAKES
POWER TRANSMISSION LP; HYDRO ONE INC.; HYDRO ONE NETWORKS INC.;
INDEPENDENT ELECTRICITY SYSTEM OPERATOR; LAKE
SUPERIOR-ACTION-RESEARCH CONSERVATION; METIS NATION OF ONTARIO;
NISHNAWBE-ASKINATION; NORTHWATCH; ONTARIO POWER AUTHORITY; POWER
WORKERS’ UNION: SCHOOL ENERGY COALITION; THE CORPORATION OF THE
MUNICIPALITY OF WAWA and ROD TAYLOR

Respondents

ORDER

THIS MOTION, made by the Respondent, the Ontario Energy Board, with the consent of
the Appellant and all other participating parties, for an order providing for the participation of
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certain named Respondents as Intervenors in this appeal, setting the schedule for the perfection
and other proceedings leading to the hearing of this appeal, and for related relief, was read this day

at Toronto.

ON READING the Notice of Motion, the Amended Amended Notice of Appeal, the

correspondence, and the Consent filed:

1. THIS COURT ORDERS that service of all further documents relating to this Appeal on the
named Respondents, Altalink Ontario LP; Canadian Niagara Power Inc.; Association of Major
Power Consumers of Ontario; Bayniche Conservancy; Building Owners and Managers
Association Toronto; Canadian Manufacturers & Exporters; City of Thunder Bay and
Northwestern Ontario Associated Chambers of Commerce and Northwestern Ontario Municipal
Association Energy Task Force; Consumers Council of Canada; Enbridge Inc.; Energy Probe
Research Foundation; Great Lakes Power Transmission EWT LP; Great Lakes Power
Transmission LP; Hydro One Inc.; Hydro One Networks Inc.; Independent Electricity System
Operator; Lake Superior-Action-Research Conservation; Nishnawbe-Aski Nation; Northwatch;

The Corporation of The Municipality of Wawa and Rod Taylor, be and it is hereby dispensed with.

2. THIS COURT ORDERS that the named Respondents, (i) the Attorney General of Ontario
(for the Minister of Energy), (i) EWT LP, (iii) Iccon/TPT (properly identified as Iccon
Transmission Inc. and TransCanada Power Transmission (Ontario) LP), (iv) RES Canada
Transmission LP, (v) Métis Nation of Ontario, (vi) Ontario Power Authority, (vii) Power Workers’
Union, and (viii) School Energy Coalition, shall, if they wish to do so, participate in this Appeal
from and after the date of this Order as Intervenors, and not as Respondents, on the following

terms:

(@) they shall neither seek costs nor be subject to an order for costs in respect of

their participation in this Appeal;

(b) they shall each be permitted to prepare and file in this Appeal a single

Factum, not more than fifteen (15) pages in length; and
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(c) they shall each be permitted to present oral argument at the hearing of this Appeal
not to exceed fifteen (15) minutes in length, unless otherwise ordered by the panel

of this Court that hears the Appeal.

3. THIS COURT ORDERS that the Appellant shall, on or before November 29, 2013, file an
Amended Certificate Respecting Evidence setting out only the portions of the evidence that, in the

Appellant’s opinion, are required for this Appeal.

4. The Respondents, the Ontario Energy Board and Upper Canada Transmission Inc., and any
of the Intervenors referred to in paragraph 2 of this Order who wish to do so may, on or before
December 13, 2013, file a Certificate Respecting Evidence setting out any additions to the
evidence set out in the Appellant’s Amended Certificate Respecting Evidence, that in their opinion

are required for this Appeal,

5. THIS COURT ORDERS that the time for perfecting this Appeal be, and it is hereby
extended to, January 13, 2014.

6. THIS COURT ORDERS that the Factum of any Intervenor referred to in paragraph 2 of
this Order who wishes to support this Appeal shall be served and filed on or before January 27,
2014.

7. THIS COURT ORDERS that the Factum of the Ontario Energy Board and of Upper

Canada Transmission Inc. shall be served and filed on or before February 17, 2014.

8. THIS COURT ORDERS that the Factum of any Intervenor referred to in paragraph 2 of
this Order who does not wish to support the position of the Appellant in this Appeal shall be served
and filed on or before March 3, 2014.

9. THIS COURT ORDERS that this Appeal shall be heard on April 2 and 3, 2014, or such
other date as may be fixed by the Registrar with the consent of counsel for the Appellant, and
counsel for the Respondents, the Ontario Energy Board and Upper Canada Transmission Inc., and

counsel for all participating Intervenors referred to in paragraph 2 of this Order.



Filed: 2018-06-01, EB-2017-0182/EB-2017-0194, Exhibit JT1.2, Attachment, Page 4 of 5

J

FENTERED AT TiNSCAlT A TORONTO
TBOOK MO: | 9 |
Eg ;fgfms LE n{eausnze :\a}..

0CT 20 2J33

;

pER/PAR: U WA




rewy Aq poAIag

pieog ASI1ouy oLreuQ)
“Quopuodsay] oy} 10] SI9AME]

SPE6-€65-911 Xed
00ZL-€65-91t IPL

NLTYSS #ONST ruakeyeg unsng
£20¥9T :#0NST Aoruny, dijryq

THT SIS OHeIUQ ‘0juoIo],

21JUQ)) UOTUIWIO(] OJU0IO T, ‘0] X0g "O'd
STt IS 1S9/ 19amS Jury £/

IaMO0] YMON (1L

SIOISLLIBE

dTT SPOOMYD0IS

d3a90

OJUOIO ], 18 PROUWWOI SUIPIAV0I]

HADILSAL 4O LANOD YO AdNS
OIIVINO

Filed: 2018-06-01, EB-2017-p182/EB-2017-p194, Exhibit JT1.2, Attachment, Page 5 of 5

€1/80% -ON o[t HNOD

Juopuodsay
pIeog AS1oug oueu()

pue

weeddy
uoneN 1SIL] IARY 91J Jo skemqrlp



TAB 13



Filed: 2018-01-25
EB-2017-0182

Exhibit [.B.NextBridge.STAFF.23
Page 1 of 2

STAFF INTERROGATORY #23

INTERROGATORY

Ref: Evidence EB-2017-0182, Exhibit B, Tab 9
Questions:

a) Please describe the cost management and control measures used by NextBridge
during the development phase of the project.

b) Please quantify the development costs avoided through these cost control
measures.

c) Is NextBridge proposing to use the same cost management strategy during the
construction phase of the project?

d) What refinements to the strategy are needed?

RESPONSE

a) The cost management and control measures used by NextBridge during the
development phase of the East West Tie Line Project involved management of day-to-
day expenditures at the Lead project managers level (“Lead level”) with regular
reporting to the Project Director and to the Operations Committee that closely
monitored any variance from the estimated Project budget. Starting in October 2013,
budgeted cost information was presented in the regular OEB Project reporting
materials at first on a monthly basis, and then on a quarterly basis starting January
2015. During the entire development phase of the project, when the internal financial
reporting was completed as part of either the OEB monthly report or quarterly report, a
variance analysis was completed by the project management office (“PMO”) for each
discipline and variances (i.e., under or over spend in the month) were asked to be
explained. On May 15, 2015, NextBridge brought forward an updated schedule and
development phase budget as a result of the development period being extended by
almost three years. As part of the re-evaluation of the updated scope of work and
budget of costs for the extended development period, each workstream was required
to complete a thorough review of the remaining scope of work, cost estimates from
specific vendors and internal time estimates. The PMO consolidated this information
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d)
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and completed reviews with each workstream. In the January 22, 2016 OEB report,
NextBridge updated its Project Costs Status table to reflect the updated development
phase budget. To summarize, the cost management and control measures included
reporting and re-assessment, thereby reducing expenditures where the schedule
allowed.

One quantification of development costs avoided through cost control measures arose
in reaction to the OPA’s September 30, 2014 correspondence recommending a delay
to the in-service date. NextBridge promptly took steps to conserve the Board-
Approved Costs by slowing down development activity where possible and cost-
effective to do so, by minimizing expenses to the extent practicable and by shifting the
focus of the development team towards rescheduling analysis and a re-budgeting
exercise. NextBridge successfully transitioned from an average monthly spend of
approximately $1.4 million per month in the fall of 2014 to a low spend of $240,000 in
March of 2015.

Yes, NextBridge is proposing to use the same cost management strategy during the
construction phase, which will include the PMO being involved.

Refinements to the cost management strategy during the construction phase will
include the engineering and construction project controls department monitoring and
overseeing all aspects of the general contractor contract and providing input and
analysis to the PMO. On an annual basis, at a minimum, cash flow forecasting will be
completed at the workstream level, which will include scope of work review to be
completed to ensure that any timing or permanent differences in scope and costs are
brought forward to the PMO and incorporated into Project decision-making.
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UNDERTAKING JT1.16

UNDERTAKING

TC TR 1, page 66

To provide examples of experience in other provinces that NextBridge used to compare the
cost for the indigenous participation.

RESPONSE

NextBridge draws on the contributions and experience of the affiliates from NextEra Energy
Resources, LLC, Enbridge and OMERS in working with Indigenous communities across
Canada. The cumulative effect is a significant knowledge base about, and experience with,
Indigenous concerns and interests. Every project undertaken provides an opportunity to
expand this knowledge and understanding.

NextBridge has been asked to provide examples of experience with Indigenous communities
used to compare the cost for Indigenous participation. However, the costs of these initiatives
remain commercially sensitive and confidential.

The following are examples of Indigenous community engagement success stories:

Greenwich Wind Project (Enbridge): In November of 2011, Enbridge and partner Renewable
Energy Systems Canada (RES) completed construction of the 99 MW Greenwich Wind Energy
Project, on Crown lands near Thunder Bay, Ontario, and began commercial operation. In May
2012, Enbridge acquired the remaining RES interest and is now the 100% owner of the
project.

e Throughout the earlier regulatory process, two local First Nations, the Red Rock Indian
Band and the Fort William First Nation, had been engaged, culminating in agreements
that provide sustainable benefits flowing from the project to each of the First Nations;

e The project hired community members during construction in 2011, and First Nation
members provided almost 7,500 hours of labour to the project during that year;

e As well, in 2011 Greenwich Wind contracted with a First Nation owned company to
provide road maintenance services to the project in 2011 to 2012. These services were
provided to the project on an ongoing basis by First Nation contractors;

e The Greenwich Limited Partnership had also concluded agreements with local Métis
organizations in relation to the project. In 2011, the Project provided financial support to
facilitate communication regarding the project between three local Métis Community
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Councils and their members, and to support Métis community development, as deemed
appropriate by each of the Community Councils;

In addition, Greenwich LP agreed to completely restrict the use of chemical herbicide
sprays in vegetation clearing activities during the operation of Project transmission line
corridors, access roads, and turbine tower sites, in response to concerns expressed by
the Métis Nation of Ontario.

Alberta Clipper Pipeline Project (Enbridge): The Enbridge Alberta Clipper Pipeline Project,
undertaken between the years 2008 and 2010, is notable for its success in both training and
employment of Indigenous people.

Demonstrated ability to be flexible in consultation and negotiation with affected
Indigenous groups using a variety of approaches and techniques, ultimately resulting in
mutually beneficial outcomes;

Improved and addressed issues and concerns raised and provided sustainable benefits
to Indigenous communities. Agreements were negotiated providing training and making
sure contractors fulfilled commitments to maximize Indigenous participation;

Provided $1 million worth of training for 100 Indigenous people. Employed 645
Indigenous people during construction, which accounted for 22% of the total
construction workforce on the project and resulted in $24 million of wages paid to
Indigenous employees across Alberta, Saskatchewan, and Manitoba (inclusive of both
Enbridge’s own employees and the prime contractors’ local work force);

In 2008, awarded the Aboriginal Relations-Best Practice Award of Distinction from INAC
and the Aboriginal Workforce Participation Initiation for its achievements in this area.

Woodland Pipeline Project (Enbridge): The Woodland Pipeline is a 140 km pipeline to
transport blended bitumen between the Kearl oil sands project and an existing Cheecham
Terminal which connects with existing pipeline transportation systems. The Cheecham
Terminal is approximately 70 km South of Fort McMurray, Alberta.

Between 2010 and 2011 the Woodland Pipeline team successfully executed over

$15 million worth of business with Indigenous companies. This level of engagement of
Indigenous goods and service providers was the direct result of pro-active efforts in the
identification and pre-qualification of new First Nation and Métis businesses in the
region.

Ontario Feed-in-Tariff Wind Projects (affiliates of NextEra Energy Resources, LLC):
Affiliates of NextEra Energy Resources, LLC (“NEER”)have developed over 600 MW of
renewable wind energy in South Western Ontario.

Affiliates of NEER engaged with 14 First Nation and three Métis communities to support
project development over the last six years;

Affiliates of NEER staff undertook a well-defined engagement and consultation process
attuned to the protocols and interests of each community;
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o Affiliates of NEER helped train and retained more than
50 Indigenous professionals to monitor its archeological and environmental assessment
program and has committed to a substantial twenty year post-secondary scholarship/
bursary program for Indigenous students;

Affiliates of NEER entered into a number of capacity funding agreements, and 20 year benefits
agreements with various First Nation communities in southern Ontario.
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Ontario

EB-2011-0140

IN THE MATTER OF sections 70 and 78 of the
Ontario Energy Board Act, 1998, S.0.1998, c.15,
(Schedule B);

AND IN THE MATTER OF a Board-initiated
proceeding to designate an electricity transmitter
to undertake development work for a new
electricity transmission line between Northeast
and Northwest Ontario: the East-West Tie Line.

BEFORE:

Cynthia Chaplin
Presiding Member and Vice-Chair

Emad Elsayed
Member

Cathy Spoel
Member

EAST-WEST TIE LINE DESIGNATION

PHASE 2 DECISION AND ORDER

August 7, 2013



EB-2011-0140
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DESIGNATION DECISION

The Board has decided that the designated transmitter for the development phase of

the proposed East-West Tie line is Upper Canada Transmission Inc. This selection is
based on the submitted applications as well as the subsequent interrogatory answers
and submissions.

BACKGROUND

This decision is the result of a process initiated by the Ontario Energy Board to
designate a transmission company to undertake development work for the proposed
East-West Tie line. The Ontario Government published its Long Term Energy Plan in
November of 2010. The Plan identified five priority transmission projects, one of which
was the East-West Tie, an electricity transmission line running between Thunder Bay
and Wawa, Ontario. On March 29, 2011, the Minister of Energy wrote to the Board to
express the government’s interest in the Board undertaking a designation process to
select the most qualified and cost-effective transmitter to develop the East-West Tie
line.

Origin of Designation

The origin of the designation process is the Board’s policy for transmission
development. That policy was developed through a consultation process and
culminated in the Board’s report entitled Board Policy: Framework for Transmission
Development Plans.® The report describes the issues considered through the
consultation and the Board’s conclusion that economic efficiency in transmission service
is best pursued by introducing competition, and that providing greater certainty for cost
recovery of development work would encourage participation in the competitive
process. In describing the goals of the policy, the Board said:

The Board believes that this policy will:
e allow transmitters to move ahead on development work in a timely
manner;

! EB-2010-0059 issued August 26, 2009.
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e encourage new entrants to transmission in Ontario bringing additional
resources for project development; and

e support competition in transmission in Ontario to drive economic efficiency
for the benefit of ratepayers.

A transmission utility seeking to build a major transmission line applies to the Board
under section 92 of the Ontario Energy Board Act, 1998 (“the OEB Act”) for leave to
construct the line. Before bringing an application for leave to construct, the transmitter
incurs costs to complete “development” work, which includes negotiating access and
land rights, acquiring permits, conducting environmental assessment activities,
consulting with affected communities, preparing line design and engineering studies,
conducting economic feasibility studies, and obtaining a system impact assessment.
The development phase ends with the filing of an application for leave to construct the
line.

Board Authority to Implement Designation

The Board does not have the jurisdiction or authority to procure transmission services,
or the authority to enter into contracts with transmitters to build or operate transmission
infrastructure. The Board premised its original policy on its authority under section
70(2.1) of the OEB Act to require the filing of plans for the expansion of the transmission
system to accommodate the connection of renewable energy generation facilities. The
East-West Tie line is not primarily needed for the connection of renewable energy
generation facilities. However, the Board has broad licensing and rate making
jurisdiction under sections 70, 74 and 78 of the OEB Act to prescribe conditions under
which a transmitter engages in owning or operating a transmission system, to amend
transmission licences, and to set transmission rates. Subsection 78(3.0.5) specifically
provides the Board with authority to provide incentives to a transmitter for siting, design
and construction of an expansion to the transmitter’s transmission system. In this
decision, the Board will make an order under the authority of these sections to give
effect to its decision on designation.
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Implications of Designation

Designation does not carry with it an exclusive right to build the line or an exclusive right
to apply for leave to construct the line. A transmitter may apply for leave to construct
the East-West Tie line, designated or not. In designating a transmitter, the Board is
providing an economic incentive: the designated transmitter will recover its development
costs up to the budgeted amount (in the absence of fault on the part of the transmitter),
even if the line is eventually found to be unnecessary. The designation may be
rescinded and costs denied if the designated transmitter fails to meet the performance
milestones for development or the reporting requirements imposed by the Board in this
decision.

Initiation of Designation for the East-West Tie Line Project

After receiving the Minister’s letter, the Board sought and received from the Ontario
Power Authority (the “OPA”) a preliminary assessment of the need for the East-West
Tie line, which provided planning justification to support the implementation of a
designation process. The OPA indicated that the primary driver for the East-West Tie
line is the need to ensure long-term system reliability in northwestern Ontario. The
Board also received a feasibility study of options for meeting the transfer capability
requirements for the line from the Independent Electricity System Operator (the “IESO”).

A double circuit 230 kV electricity transmission line already exists between Thunder Bay
transmission station (“TS”) and Wawa TS. The East-West Tie line project involves the
construction of a new transmission line which, in conjunction with the existing line, will
increase capacity and reliability of electrical transmission between northeast and
northwest Ontario. The length of the new line will be approximately 400 kilometres.

The specifications for the East-West Tie line project were defined as follows:

e A new line that, in conjunction with the existing line, will provide total eastbound
and westbound capabilities in the East-West corridor in the order of 650 MW,
while respecting all NERC (North American Electric Reliability Corporation),
NPCC (Northeast Power Coordinating Council), and IESO reliability standards.

e Lifetime of at least 50 years.
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e Target in-service date: 2017 (applicants were invited to propose alternate in-
service dates).

e The East-West Tie line is to be built in 2 segments:

— Wawa TS to Marathon TS; and
— Marathon TS to Lakehead TS.

e The demarcation points of each segment are the first transmission line structures
outside the fence of the Wawa TS, Marathon TS and Lakehead TS, but within
250 metres of that fence.

e The East-West Tie line segments will dead-end on the demarcation point
structures with a mid-span opener for non-compensated lines.

e If the proposal involves series compensated AC line or DC lines, the East-West
Tie line will include the protection system, associated communications, and line
isolation breaker(s).

For the purposes of designation, the Board assumed that the new East-West Tie line
between the demarcation points would be owned and operated by the designated
transmitter once constructed, although this was not an absolute requirement.

The Board invited transmitters to register their interest in filing a plan for development of
the line.

Process Adopted by the Board for Designation

On February 2, 2012, the Board published notice in English, French, Cree and Ojibway
that it was initiating a proceeding to designate an electricity transmitter to undertake the
development work for the East-West Tie line, and invited intervention and public
comment. The notice was published in the Globe and Mail, Ottawa Le Droit and seven
newspapers in communities local to the existing line. The notice was also served on
municipalities and First Nation and Métis communities in the area of the line. The Board
received thirty-one requests for intervenor status, including the seven transmitters who
had initially registered an interest in the project. The list of intervenors is attached as
Appendix A to this decision. All materials on the record of the proceeding are available
on the Board’s website.
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The Board used a two phase process to reach its designation decision. In Phase 1 of
the East-West Tie designation process, the Board established criteria and filing
requirements specific to the East-West Tie line project, considering the Minister’s letter,
the reports from the OPA and the IESO, and the submissions of all parties. The Board
issued its Phase 1 decision on July 12, 2012. The Phase 1 decision is attached as
Appendix B to this decision. The Phase 1 decision required transmitters seeking
designation to file applications by January 4, 2013. The following six transmitters
applied for designation:

e AltaLink Ontario LP (“AltaLink”): a wholly owned subsidiary of AltaLink
Investments LP, which is wholly owned by SNC Lavalin Group Inc.

e Canadian Niagara Power Inc. (“CNPI”): owned by FortisOntario Inc., which is
owned by Fortis Inc.

e EWT LP: a partnership of Hydro One Inc., Great Lakes Power Transmission
EWT LP, and Bamkushwada LP.

e “lccon/TPT”: a joint application by Iccon Transmission Inc. (a wholly owned
subsidiary of Isolux Infrastructure Netherlands B.V.), and TransCanada Power
Transmission (Ontario) LP (a wholly owned subsidiary of TransCanada
Corporation)

e RES Canada Transmission LP (“RES”): a partnership of Renewable Energy
Systems Canada Inc., MEHC Transmission Canada Limited Partnership, and
RES Canada Transmission GP Inc.

e Upper Canada Transmission Inc. (“UCT"): a partnership of NextEra Energy
Canada (a wholly owned subsidiary of NextEra Energy Resources LLC),
Enbridge Inc. and Borealis Infrastructure Management.

The Board adopted a written hearing process and tailored its process to suit the nature
of the proceeding. The Board found in its Phase 1 decision that as the proceeding
involved multiple competitive applicants and had some similarity to a procurement
process, it called for specific procedures that respected fairness and efficiency in that
context.

For example, while the Board invited parties to propose written interrogatories for the
applicants to answer, the Board itself issued the interrogatories, having combined,
edited and eliminated some interrogatories proposed by parties. The Board was of the
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view that the applicants should be compared on the basis of the applications as filed,
and attempted to avoid providing opportunities for applicants to fill any gaps in their
applications. Parties were also invited to file written argument, with applicants filing an
argument in chief, other parties filing responding arguments and applicants filing reply
argument.

The Board convened an oral session in Thunder Bay to allow representatives of
intervenors from communities local to the existing East-West Tie line to make oral
presentations. The presentations were not sworn testimony, but oral commentary on
matters concerning local interests. The oral session occurred on May 2 and 3, 2013,
subsequent to the filing of argument in chief and prior to the receipt of arguments from
non-applicant intervenors.

EVALUATION OF APPLICATIONS

The record of this proceeding demonstrates that all applicants spent a significant level
of effort and resources to prepare these applications and to respond to interrogatories.
Given that this is the first such competitive process for a transmission project in Ontario,
it Is encouraging that there are qualified entities which are willing to commit resources to
compete in this market.

There was a significant amount of information for the Board to assess in order to arrive
at a final decision. The overriding principle in establishing and executing the evaluation
methodology is that it be fair and equitable and result in an outcome that serves the
public interest. The evaluation was largely based on the applications as originally
submitted. Information provided in response to interrogatories was used for clarification
purposes, and not to enhance the original application. For example, the original
applications included cost estimates for development, construction, and operation and
maintenance phases of the project. In order to properly compare these estimates, the
Board asked the applicants to break down these estimates into specific common
components. The expectation was that the original bottom line cost estimates would not
change, and if they did, then a full explanation would be provided to ensure that the
answer did not represent an attempt to improve the proposal.
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The intervenor and applicant submissions assisted the Board in deciding how to apply
the criteria and evaluate the applications. However, any new facts provided through
submissions were given little weight.

Evaluation Methodology

The evaluation was based on the decision criteria established in the Phase 1 Decision
and Order. The headings of these criteria are provided below, and the information that
was required of the applicants under each heading can be found in the Filing
Requirements (Appendix A of the Phase 1 Decision and Order).

In its Phase 1 Decision and Order, the Board did not articulate an assessment
methodology to be applied to the decision criteria, nor did it ascribe any relative
importance to the decision criteria through a weighting system. The Board stated that it
was unwilling to remove the discretion and flexibility it might need in evaluating the
applications, and that it would exercise its judgment for each criterion, with the
assistance of the evidence presented and the submissions received from all parties.

The Board has found no compelling reason to assign different weights to the decision
criteria, and has therefore weighted them all equally at ten points each.

The criteria are:

e Organization

e First Nations and Métis participation

e Technical capability

e Financial capacity

e Proposed design

e Schedule; development and construction phases

e Cost; development, construction, operation and maintenance phases
e Landowner, municipal, and community consultation

e First Nations and Métis consultation

“Other Factors” was a criterion listed in the Phase 1 decision. Under that criterion,
however, all applicants reiterated what they believe are strong features of their
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proposals. Since these features have already been evaluated as part of the other
criteria, the Other Factors criterion was not included in the evaluation.

For each of the criteria, the applications were reviewed and the proponents were ranked
from 6 to 1, with 6 being the best. A score was assigned to each of the rankings with
scores of 6, 5, 4, 3, 2, and 1 corresponding to the respective rankings. Given the
gualitative nature of the ranking, if two or more applications were judged to rank equally
in a certain criterion, they were given the same ranking with a corresponding average
score (e.q. if two applicants were ranked at 5, they were each given a score of 4.5).

The applicant’s score for each criterion was then multiplied by ten. The process was
repeated for each decision criterion and the scores added to determine the total score
for each application. The application with the highest overall score was determined to
be the most qualified applicant for designation.

EVALUATION RESULTS

Background Information

Background information was requested from the applicants in the Filing Requirements.
All applicants provided the requested information and the Board has no substantive
concerns with the information provided.

The Board also invited applicants to indicate whether they would be willing to be “runner
up”. The runner up would have the right of first refusal to undertake the project
development work if the designated transmitter fails to fulfill its obligations. AltaLink
confirmed that it would be willing to be runner up without qualification. CNPI,

lccon/TPT, and RES also confirmed but with some conditions attached, while UCT and
EWT LP stated that they would not be willing to be runner up. As indicated in the Phase
1 Decision and Order, an applicant’s willingness to be runner up had no influence on the
assessment of the application.

In the following sections, the results of applying the methodology described above are
summarized for each of the decision criteria, and the resulting ranking of the six
applications for the particular criterion is provided.
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Organization

The applicants were required to provide, among other things, a project organizational
plan, a chart illustrating the organizational structure, identification of the project
management team with resumés for key management personnel, and an overview of
the applicant’s experience with similar projects.

Subsequently, by interrogatories in Procedural Order No. 6, issued March 4, 2013, the
applicants were asked to provide the following information regarding organization:

e Proposed organizational charts for the various project phases (development,
construction, operation and maintenance) showing the various functions,
including those listed in section 4.1 of the Filing Requirements, as well as the
reporting structure.

e The names of members of the proposed management team (including the
project manager / lead) and technical team who would be leading each function.

e Confirmation as to whether the project manager / lead will be dedicated to this
project, and a description of this person’s experience in managing similar
projects.

e The specific proposed project / operation and maintenance role for each
member of the “key technical team personnel” provided in response to section
4.2 of the Filing Requirements. (This item is evaluated under Technical
Capability.)

In evaluating the applications in the area of Organization, the Board ranked applicants
by considering the following factors:

e Clarity of the organizational structure for the various project phases and
inclusion of all key project functions.

e Clarity as to who is accountable for the overall management of the project.

e Clarity as to the governance structure and lines of accountability, including the
role of any third parties.

e Quality of the overall organization and the strength of the supporting structure.

e The relevance and extent of the experience of the proposed project manager
and the management team in terms of size, type and complexity of projects.
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e Experience in managing similar large projects.

The more of these characteristics which a proponent demonstrated through its
application, the higher the Board ranked the proponent. Below, the Board sets out the
proponents in ranked order for Organization and provides a brief discussion of the main
characteristics of each application.

UCT (6)

UCT provided a project organizational structure with clearly defined accountabilities for
all major areas of work, which would be used for all three phases of the project to
ensure a seamless transition. The overall project management accountability and
associated oversight structure were well defined. The structure consists of a
Management Team with a Project Director having an overall accountability for the
project, supported by an Operations Committee and an Aboriginal Advisory Board, all
reporting to the Board of Directors. The proposed Project Director has significant
experience with the transmission business and associated projects. UCT confirmed
that the Project Director will be dedicated to the project. Names and resumés were
provided for each of the positions in the chart which showed a strong combination of
technical and managerial experience. UCT indicated that it would mostly use in-house
resources seconded to it from partner organizations, supplemented by third-party
contractors as required. UCT also proposed that, once in the operations phase, it will
have an operation and maintenance contract with NextEra and that the Project Director
will be replaced by a President of NextBridge Infrastructure to reflect the change in the
nature of the role. UCT provided a description of its significant experience with relevant
projects involving many aspects that are similar to this project, both in and outside
Ontario.

AltaLink (5)

AltaLink provided two charts including all the key functions; one for the project
(development and construction) and one for operations and maintenance with a
description of the roles and accountabilities of proposed key management positions.
Although the overall project management accountability was well defined, the oversight
structure above the project lead was not clear. The proposed project lead has

Phase 2 Decision and Order 11
August 7, 2013



EB-2011-0140
ONTARIO ENERGY BOARD
DESIGNATION: EAST-WEST TIE LINE

significant project experience with transmission and other infrastructure projects in
Canada and abroad. Names as well as a brief description of experience were provided
for those leading the functions shown in the project chart, which showed strong
technical and managerial experience. AltaLink confirmed that the project lead will be
dedicated to this project and will be responsible for project delivery from development to
in-service. AltaLink provided a detailed overview of its extensive experience with
specific similar projects, mostly in Alberta. AltaLink also indicated that project planning
and development as well as engineering, procurement and construction management
services will be provided by SNC Lavalin, Altalink’s owner.

EWT LP (4)

EWT LP provided two charts; one for the development phase and one for the
construction phase of the project, including the key functions. In both charts, the project
management function is split between two individuals; a Project Manager reporting to a
Project Director who has three Special Advisors representing the three partners (Hydro
One Inc., Great Lakes Power Transmission EWT LP (“GLPT-EWT"), and Bamkushwada
LP ("BLP")). The distinction between these two roles in terms of the overall project
management accountability is not clear. The charts showed the Project Director
reporting to EWT LP, but the nature of this reporting (i.e. oversight) was also not clear.
Names and resumés were provided only for those leading the functions shown in the
project development chart. No names or detailed functions were provided for the
construction phase. While the proposed Project Director and Project Manager appear
to have extensive operational experience in transmission and other related areas, it is
not apparent that they have significant experience in managing major projects first
hand. EWT LP confirmed that the Project Manager will be dedicated to the project for
the development phase only, while the Project Director will continue to the construction
phase. EWT LP proposed that GLPT-EWT will be responsible for managing the
development and construction phases of the project on EWT LP’s behalf supported by a
number of contractors. EWT LP did not provide an operations and maintenance
organizational chart and contemplated that the ongoing operation of the facilities will be
outsourced to Hydro One Networks Inc. (“HONI”). EWT LP provided an overview of its
experience with similar projects which shows extensive experience in the development
and construction of large transmission projects in Ontario.
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RES (3)

One project organization chart was provided for the project development phase with a
project management team representing the key project functions and led by a Project
Manager. No charts were provided for the construction or the operation and
maintenance phases. The oversight structure above the Project Manager was not
clear. Although the proposed project management team appears to have significant
relevant experience, RES was non-committal in terms of assigning the key personnel to
the project and stated that it will “use its reasonable efforts” to ensure they remain
involved. However, in its answer to interrogatory #2, RES confirmed that the Project
Manager will be dedicated to the project. Names and resumés were provided for those
leading the functions shown in the project chart which showed significant relevant
experience. RES also indicated that it will use a “qualified owner’s engineer” to
augment its design review effort. RES provided an overview of its extensive relevant
experience with similar projects. RES did not provide information for the operation and
maintenance phase stating that a plan will be prepared during the project development
phase.

CNPI (2)

The organizational chart provided initially by CNPI was not a functional chart, but rather
a chart of participating organizations. Three charts were provided in answer to
interrogatory #1 for the various phases which included key functions. The lead for all
three phases (development, construction, operation and maintenance) is provided by an
Executive Lead, managing the project on Fortis Inc.’s (“Fortis”) behalf, and supported by
a number of Fortis personnel as well as Aboriginal advisors. The structure and
associated accountabilities below the Executive Lead for the development and
construction phases of the project are not clear (i.e. the distinctive role of a Project
Manager reporting to an Executive Sponsor, reporting to the Executive Lead). CNPI
confirmed that the Executive Lead will be dedicated to the development and completion
of the project. A list of proposed management team members was provided with names
and resumés but without their specific project function. A long list of “key technical team
personnel” was provided which included internal as well as third-party consultants;
however, it was not clear to what degree they will all be involved in this project. CNPI
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also provided an overview of its relevant experience with several transmission projects,
mostly involving Fortis.

Iccon/TPT (1)

Iccon/TPT initially proposed that a management committee will govern the general
partnership, with the day-to-day management of the partnership provided by a
management team reporting to the management committee. The organizational chart
provided initially by lccon/TPT was not a functional chart, but a chart of participating
organizations. In its answer to interrogatory #1, lccon/TPT provided one chart for the
development and construction phases of the project showing a General Manager
reporting to the management committee with three functions reporting to the General
Manager (a Project Director, Legal/Environment/Regulatory, and Controller/Finance).
No further detail was provided beyond that level, which hampered the Board in its
assessment of the proposed organization’s effectiveness. lccon/TPT did not provide an
organizational chart for the operation and maintenance phase of the project. Iccon/TPT
proposed that the preliminary engineering, detailed engineering, procurement and
construction (EPC) management will be contracted to Isolux Ingenieria, which is an
EPC company owned by Isolux Corsan. Iccon/TPT confirmed that the proposed
General Manager, who has significant relevant experience, will be dedicated to the
project. A “preliminary” list of personnel to be considered for the management team
was provided but with no commitment of which personnel would actually be on the
team. Iccon/TPT also provided an overview of its relevant extensive experience with
similar projects in Canada and globally.

First Nation and Métis Participation

Applicants were required to describe their approach to First Nations and Métis
participation in the project. They were asked to indicate whether or not arrangements
have already been made and, in either case, to provide further details.

There is a distinction between this criterion (First Nations and Métis Participation) and
the criterion addressed later in this decision (First Nations and Métis Consultation). The
former arises from Ontario socio-economic policy and the latter is related to a
constitutional obligation. Ontario’s Long Term Energy Plan states:
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Where new transmission lines are proposed, Ontario is committed to meeting its
duty to consult First Nations and Métis communities in respect of their aboriginal
and treaty rights and accommodate where those rights have the potential to be
adversely impacted. Ontario also recognizes that Aboriginal communities have
an interest in economic benefits from future transmission projects crossing
through their traditional territories and that the nature of this interest may vary
between communities.

There are a number of ways in which First Nation and Métis communities could
participate in transmission projects. Where a new transmission line crosses the
traditional territories of aboriginal communities, Ontario will expect opportunities
be explored to:

* Provide job training and skills upgrading to encourage employment on
the transmission project development and construction.

* Further Aboriginal employment on the project.

* Enable Aboriginal participation in the procurement of supplies and
contractor services.

Ontario will encourage transmission companies to enter into partnerships with
aboriginal communities, where commercially feasible and where those
communities have expressed interest.

In evaluating the applications in this area, the Board kept in mind the distinction
between participation and consultation, and considered the following factors:

e Whether the existing arrangement or plan provides for equity participation by
First Nations and Métis communities.

e The extent to which the existing arrangement or plan provides for other economic
participation such as training, employment, procurement opportunities, etc. for all
impacted communities.

e The degree of commitment to the plan.

The more that an application demonstrably provided opportunities for participation and
was committed to that participation, the higher the Board ranked the proponent. Below,
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the Board identifies the proponents in ranked order for this criterion and provides a brief
discussion of the main characteristics of each application.

It should be noted that one of the key considerations in the ranking process was
articulated in the Board’s Phase 1 Decision and Order which stated:

The Board will not look more favourably upon First Nation and Métis participation
that is already in place at the time of the application than upon a high quality plan
for such participation, supported by experience in negotiating such agreements.

AltaLink (6)

AltaLink indicated that it had contacted the18 First Nations and Métis communities
identified by the Ministry of Energy as being potentially affected by the project (May 31,
2011 letter), and engaged Ishkonigam (Phil Fontaine) in preparing its participation plan.
AltaLink proposed to offer up to 49% equity ownership of the project to affected First
Nations and Métis communities, to be held by a single entity in a limited partnership.
AltaLink indicated that if requested, it would assist participating First Nations and Métis
communities in arranging financing for their equity through independent financial
institutions; and if necessary, AltaLink would provide loans. In addition to equity
partnership, AltaLink proposed economic participation such as employment, contracting,
and training and development. Priority for those forms of economic participation would
be given to affected communities. AltaLink believes that no directly or indirectly affected
First Nation or Métis community should be excluded; however, its plan provides for
different levels of participation depending on the nature of the impact resulting from the
project.

EWT LP (5)

One of EWT LP’s partners is BLP which consists of six First Nations, all located within
40 km of the existing East-West line. In addition to having one-third equity in the
partnership, BLP’s participating First Nations will have priority for economic participation
in areas such as employment, training, etc. However, according to EWT LP, other First
Nations and Métis communities are not precluded from competing to provide goods and
services that the participating First Nations may not be able to provide. While EWT LP’s
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plan is good for the six First Nation partners comprising BLP, there are more limited
opportunities for other affected First Nations and Métis communities to participate in the
various aspects of this project, and no opportunity for equity participation.

CNPI (5)

CNPI has formed a joint venture with Lake Huron Anishinabek Transmission Company
Inc. (LHATC). LHATC is made up of 21 First Nations, two of which are on the project’s
list of affected First Nations. CNPI proposed that LHATC, along with other interested
First Nations, will have the right to acquire in aggregate up to 49% equity interest in the
project. It was not clear to what extent, if any, CNPI expected the Métis communities to
be equity participants. However, CNPI stated that it is prepared to work towards
negotiations resulting in meaningful participation by the Métis communities in this
project. If needed, CNPI indicated that loans from Fortis could be provided to facilitate
participation. CNPI is also prepared to offer First Nations and Métis communities
opportunities for employment, apprentice training, preferential consideration for
Aboriginal businesses, and a Skill Builder Program. CNPI’'s economic participation offer
goes well beyond the identified affected communities but does not specify what criteria
would be used to determine who participates. This has the potential of causing
confusion and delay.

UCT (3)

As described in the Organization section of its application, UCT has created an
Aboriginal Advisory Board to provide independent oversight in the areas of aboriginal
participation and consultation. UCT indicated that it intends to offer negotiated
participation in the project to the affected First Nations and Métis communities, including
BLP; a partner of EWT LP. It has developed an initial set of approaches (e.g. preferred
equity/limited partnership, common equity/limited partnership, lump sum payment, First
Nations and Métis Adder) which it intends to explore with affected communities and
other stakeholders and to finalize prior to submitting its leave to construct application.
Some aspects of the proposals such as lump sum payments and an “adder” are not
really in the nature of participation and may cause unanticipated costs for ratepayers.
UCT'’s plan includes economic participation components such as employment,
education and training, procurement and contracting, strategic community investment,
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and access to other supporting programs. UCT provided a participation plan and
schedule for each stage of the project (prior to designation, development, construction,
and operation), and indicated that priority for these opportunities will be given to
affected communities.

RES (3)

RES indicated that it invited the 18 First Nations and Métis communities identified by the
Ministry of Energy in the project area to become involved in the development of its
participation plan, and that some communities responded. RES provided a First
Nations and Métis participation plan, which was supported by former Ontario Grand
Chief John Beaucage, and indicated that it is prepared to offer as much as $50 million
investment opportunity to affected First Nations and Métis communities, provided that
that investment does not exceed 20% equity in the project. As an alternative, RES
offered to negotiate Impact Benefits Agreements with those communities, although this
type of arrangement may cause unanticipated costs for ratepayers. RES also proposed
economic participation by the affected communities in areas such as employment,
training, procurement of supplies and services, etc.

Iccon/TPT (1)

Ilccon/TPT had initial communication with a number of affected First Nations and Métis
communities (9 listed) in the spring of 2011. It provided an Aboriginal Engagement Plan
which contained details in areas such as engagement process, capacity funding,
Aboriginal working group, Traditional Ecological Knowledge, education and training,
employment, contracting, and other areas. Iccon/TPT has not proposed equity
participation at this time but indicated that, if selected, it would engage with affected
communities as well as those who express an interest. Iccon/TPT described
TransCanada’s project experience and its role in leading the execution of its Aboriginal
Engagement Plan. Iccon/TPT’s participation plan is less well-defined than the other
applicants’ plans and does not distinguish sufficiently between participation and
consultation.
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Technical Capability

To demonstrate their technical capability to plan, engineer, construct, operate and
maintain the East-West Tie line, the applicants were required to provide details
regarding their technical resources in various disciplines, resumés of key technical team
personnel, a description of experience with relevant projects and activities, and other
related information. It should be noted that there is some overlap in the contents of this
section and Organization in the applications.

In evaluating the applications in the area of Technical Capability, the Board ranked
applicants by considering the following factors:

e Strength of the applicant’s internal technical capability. A strong and diverse
internal technical capability is considered by the Board to be a desirable feature
where the resources are specifically identified, committed, and readily available.

e Strength of the proposed technical team in relevant areas and the clarity of their
project roles, including the role of any third-parties. Where the utilization of third-
parties is proposed, it is advantageous to identify who they are and what their
specific role is.

e Level of experience in similar projects and activities in terms of technical
complexity, geography, regulatory process, etc.

e Evidence of solid internal business practices.

e Thoroughness of assessing the technical challenges associated with achieving
the required capacity and reliability of the line and the proposed measures to
address these challenges.

The more of these characteristics which a proponent demonstrated through its
application, the higher the Board ranked the proponent. Below, the Board sets out the
proponents in ranked order for Technical Capability and provides a brief discussion of
the main characteristics of each application.

UCT (6)

UCT provided details of its strong internal technical capability in the various project
functions. For the most part, UCT is proposing to utilize internal resources in all phases
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of the project, supported by third-party consultants as needed. UCT identified its
proposed key technical team members, provided their detailed resumés and described
their specific project roles. The proposed technical team demonstrates strong and
diverse technical skills with significant relevant project experience. UCT also indicated
that its partner NextEra will take the lead role in the operation and maintenance phase
of the project. UCT provided information regarding its partners’ experience with
relevant projects and activities. It also provided many examples where its partners have
been recognized by third parties for significant achievements in key business areas. It
also described an internal approach to project management consistent with best
practices, including work breakdown structure, risk management, and overall project
controls. UCT identified what it perceives as potential technical challenges in this
project and described its plan for addressing them.

AltaLink (5)

As described under Organization, AltaLink indicated that project planning and
development as well as engineering, procurement and construction management
services will be provided by SNC Lavalin. Third party contractors are expected to be
used in project construction. In addition, local contractors will be used for operation and
maintenance under AltaLink’'s General Manager’s direction. AltaLink provided details of
its technical capability in the various project functions, mostly from SNC Lavalin,
including names, role, and brief descriptions of experience for each of the proposed key
technical team personnel. Although the resumés of the team members were not
sufficiently detailed to assess the individuals’ specific project experience, the proposed
team demonstrates good collective relevant experience. Altalink also provided
information regarding its (SNC Lavalin’s) extensive experience with projects of similar
complexity (e.g. in Alberta). It also provided examples of business practices (standards
and management systems) in various project areas that it considers to be consistent
with good utility practices. It provided a comprehensive list of what it perceives as
potential technical challenges in this project and described its plan for addressing them.

EWT LP (4)

EWT LP indicated that it plans to utilize third-party consultants and contractors for
significant portions of the work in this project under EWT LP’s management and
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oversight (e.g. engineering, environmental assessment work, land rights acquisition,
public engagement, procurement, and construction). It identified many of the
consultants and contractors that it plans to utilize and described their areas of expertise.
EWT LP also proposes to contract HONI to provide operating services, and may also
outsource ongoing maintenance. A list of external technical team members was
provided, but their specific project roles were not identified. Also, the internal list was
primarily for its proposed management team (see Organization section) as opposed to
the key technical team personnel. Information regarding its team’s experience with
relevant projects and activities was also provided. EWT LP also provided some
examples of its partners’ business practices in various areas that it considers to be
consistent with good utility practices. EWT LP also identified some potential technical
challenges and plans to address them.

lccon/TPT (3)

As described under Organization, Iccon/TPT proposed to contract the engineering,
procurement, and construction management (EPC) functions of the project to Isolux
Ingenieria, with some contribution from local sub-consultants, under the direction of its
General Manager. It also plans to outsource operation and maintenance to one or two
companies. lccon/TPT provided a “preliminary” list of its technical team members,
without identifying their specific project roles. A description of its extensive experience
with large transmission projects was provided, but did not explain how this experience
was relevant to this project in terms of the specific technical challenges. Iccon/TPT
provided examples of business practices in various areas that it considers to be
consistent with good utility practices. It also provided a short description of what it
perceives as potential technical challenges in this project and described its plan for
addressing them.

CNPI (2)

CNPI intends to use a mix of internal and external resources in this project. Among the
functions to be contracted out partially or fully are engineering/design, construction,
operation and maintenance, project management, environmental and regulatory
approvals, and community and stakeholder relations. CNPI identified a list of key
technical internal (Fortis) and external team personnel and described their areas of

Phase 2 Decision and Order 21
August 7, 2013



EB-2011-0140
ONTARIO ENERGY BOARD
DESIGNATION: EAST-WEST TIE LINE

expertise, but it was not clear what the specific project role would be for some of them.
There also appeared to be some overlap in these roles between internal staff and
external consultants. Also, some of the proposed technical team members seem to
have limited direct experience with similar projects. CNPI described some of the
relevant project experience of Fortis and its other partners, and provided detailed
examples of Fortis’s business practices in various areas that it considers to be
consistent with good utility practices. CNPI also identified, in general terms, what it
perceives as potential technical challenges in this project and described its plan for
addressing them.

RES (1)

RES intends to use a mix of internal and external resources in this project. Although
RES indicated that the vast majority of the work will be done by external resources
(approximately 80% of the development budget) with the internal team essentially
limited to an oversight role, it was non-committal in terms of who it plans to use. It
identified some of the potential external resources that it may utilize in the various
project components and described their areas of expertise, but indicated that the actual
determination of the specific external service providers will happen at the “appropriate
time”. RES is proposing that critical roles such as the owner’s engineer and EPC
contractor will be contracted using a competitive process. RES’s significant experience
with similar projects was described in detail.

Financial Capacity

Information was required from the applicants to demonstrate that the applicants have
the financial capability necessary to develop, construct, operate and maintain the line.
The information included capital resources, credit ratings, financing plan, and
experience in financing similar projects.

The Board concludes that all the applicants provided information to substantiate that
they have solid financial backing and, therefore, financial capacity was not a
distinguishing factor among the applicants. All applicants were given the same ranking.
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Proposed Design

The applicants were required to provide an overview of some of the characteristics of
their proposed design to the extent known at the time of their applications. The Board,
in the information it provided to potential applicants, identified a “Reference Option”,
which was based on the preferred option identified by the OPA and the reference case
analyzed by the IESO. The applicants were required to indicate whether their plan for
the line was based on the Reference Option, and if not, to describe the differences and
to provide a feasibility study for their plan performed by the IESO, or performed to IESO
standards. The applicants were also required to highlight the strengths of their plan in
terms of innovation, reduction of ratepayer risk, lower cost, local benefits, and enhanced
grid reliability.

In this evaluation, the Board will not make determinations on specific technical design
issues. Making technical determinations at this point is premature since part of the
project development process is to further investigate design options for the purpose of
preparing a definitive proposal in the form of a leave to construct application. However,
the Board notes the submissions of the IESO and the OPA regarding design, and will
consider the adequacy of the design in meeting the need identified by the OPA at the
time of the leave to construct proceeding.

Each applicant confirmed that its proposed design meets or exceeds existing reliability
standards and the minimum technical requirements for the project, so these factors are
not addressed in the following sections. In evaluating the applications in the area of
Proposed Design, the Board ranked applicants by considering the following factors:

e Have any innovative alternatives or special design features been proposed, and
how significant are their potential benefits?

e Have the proposed design and any alternatives been supported on a preliminary
basis and is there an appropriate plan to assess the proposed design and
alternatives during development?

The better the approach to these factors which a proponent demonstrated through its
application, the higher the Board ranked the proponent. Below, the Board sets out the
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proponents in ranked order for Proposed Design and provides a brief discussion of the
main characteristics of each application.

RES (6)

RES presented two design options: a Reference Design and a Preferred Design. The
Preferred Design involves the use of single-circuit transmission line with a combination
of single-circuit tubular steel H-Frame structures and single-circuit steel-lattice
structures. RES provided a comprehensive comparison of the two designs and
indicated that, compared to the Reference Design, the Preferred Design would have
superior electrical attributes, lower construction cost (about $80 million), and shorter
construction schedule . RES also suggested that a staged installation of transfer
capacity with the Recommended Design could result in a significant cost reduction to
the ratepayers (approximately $62.5 million). Two feasibility studies, prepared by the
IESO for the Reference Design and Preferred Design, were provided.

UCT (6)

UCT evaluated a number of different technology, routing, and structural options. Its
Recommended Plan is based on the Reference Option with one major exception which
is the use of Guyed-Y towers instead of self-supported steel-lattice towers. UCT stated
that the Guyed-Y towers have better lightning performance, a smaller footprint, and a
potential cost saving of about $33 million relative to the conventional self-supported
steel-lattice towers. The IESO confirmed that the recommended structural change will
not impact the existing Reference Plan feasibility study and that a new feasibility study
is not required at this time. UCT indicated that Guyed-Y towers are used in several
locations in British Columbia, Manitoba, and Quebec. Although these installations are
for single-circuit designs, UCT indicated that the double-circuit application has been well
researched and will be subject to further testing during the development phase. UCT
also provided a consultant’'s assessment of, among other things, the proposed use of
Guyed-Y structures for its Recommended Plan.
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EWT LP (4)

EWT LP’s proposed design is based on the Reference Option with one exception (40m
right-of-way instead of 50m). It also presented three alternative designs; a modified
double-circuit reference based design, a single-circuit design, and a single-circuit design
with guyed cross-rope suspension type structures. EWT LP has not assessed these
alternatives, but indicated that it plans, early in the development phase, to test the key
assumptions underlying the Reference-based design and undertake the studies
necessary to determine whether a different design can be adopted at a lower cost.

EWT LP estimated that these alternative designs have the potential of reducing the
project’s capital cost by $47 million to $116 million.

AltaLink (3)

Altalink’s plan proposed to use the Reference Option, but with some features aimed at
reducing the project cost and environmental footprint. One of the main features to be
considered is the use of a mix of H-Frame wood pole structures (2 single-circuit
structures) in place of double-circuit steel-lattice towers along various parts of the right-
of-way. This feature was presented to the IESO and it agreed that no new feasibility
study is required. Other features suggested by AltaLink included the use of screw pile
foundations for steel-lattice towers (used throughout Alberta according to AltaLink), off-
site assembly yards, helicopter erection techniques, sequencing of construction work,
and alternatives for cost recovery. AltaLink’s plan was not specific, however, in terms of
how some of these concepts (e.g. H-Frames) will be assessed.

Iccon/TPT (2)

Iccon/TPT’s plan is based on the Reference Option. Iccon/TPT identified a number of
possible innovative measures to be explored during the development phase including
the design and testing of a new tower family specifically engineered for this project, the
use of different materials, reducing the number of “dead ends”, and designing lattice
towers that span above the tree tops. Iccon/TPT presented limited supporting
information or analysis for these proposals.
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CNPI (1)

CNPI's plan is based on the Reference Option. CNPI has not identified any proposed
design innovations or cost reduction measures.

Schedule

The applicants were required to provide an overall project execution chart showing
major milestones for both the development and construction phases of the project.
They were also asked to provide detailed schedules for both phases with estimated
completion dates, as well as the proposed consequences for failure to meet key
milestone dates. In addition, they were required to provide a description of major risks
associated with meeting these schedules, and their plan to mitigate these risks.
Evidence of past schedule performance in similar projects, as well as any proposed
innovative practices to meet or accelerate the project development and construction
were also requested. For proper comparison of dates and durations, the duration of the
development phase of the project is defined as the period from the designation decision
to the leave to construct application. It should be noted that the applicants were not
ranked higher or lower based on their proposed project durations. The proposed
construction phase schedules are only indicative at this stage and do not constitute a
commitment on the part of the applicants. As for the development phase schedules,
there is no specific benchmark as to what an appropriate duration may be. However,
the Board notes that for the more aggressive schedules, the applicants would still be
required to complete all the necessary work for purposes of completing the
Environmental Assessment and leave to construct processes (including consultation) in
an appropriate manner and would be at risk for any additional costs which result from
schedule delays.

In evaluating the applications for the criterion of Schedule, the Board considered the
following factors:

e Level of detail and clarity of the project execution chart and schedules.

e Demonstrated ability to identify the major risks impacting these schedules and a
description of how these risks will be mitigated.

¢ The planned approach to achieving the proposed completion dates.
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e Level of commitment to the proposed schedules, proposed reporting
requirements, and proposed consequences for failure to meet key milestones.

e Past schedule performance for similar projects. It should be noted that the
applicants were asked in interrogatory #32 to provide more specific information
about past schedule performance for large transmission projects (greater than
100 km in length) over the past 10 years. This information is factored into the
following evaluation. The Board’s assessment of past schedule performance
was qualitative in nature considering the fact that there were variations among
the applicants in terms of when the project schedules were established and the
reasons for the variances.

The Board’s ranking was based on how well the proponents demonstrated the above
characteristics. Below, the Board sets out the proponents in ranked order for Schedule
and provides a brief discussion of the main characteristics of each application.

UCT (6)

UCT provided a clear, detailed schedule for both phases of the project with key
milestones. Its proposed completion date for the development phase is October 2014,
assuming designation by May 2013 (i.e. duration of approximately 18 months). The
proposed in-service date is December 2017. UCT explained that its proposed overall
schedule (development and construction) can be accomplished using parallel work
streams and other measures. A comprehensive list of what UCT considers to be major
schedule risks and mitigating measures was provided. UCT proposed a monthly
progress reporting process. Although UCT did not propose specific consequences for
failure to meet major milestones, it did suggest a process for notifying the Board of
potential milestone delays and mitigating measures before they occur. UCT provided a
description of past performance in a number of projects which showed very good
schedule performance as most of the cited projects were completed on or ahead of
schedule.

EWT LP (5)

EWT LP provided a high level schedule for the overall project and a more detailed
schedule for the development phase with key milestones. Its proposed completion date
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for the development phase is March 2016, assuming designation by August 2013 (i.e.
duration of approximately 32 months). The proposed in-service date is November 2018.
A comprehensive list of what EWT LP considers to be major schedule risks and
mitigating measures was provided. EWT LP proposed a bi-annual progress reporting
process which is likely insufficient. It also proposed possible ultimate consequences for
failure to meet major milestones in the development phase which would only be
warranted for the “most egregious failures”. EWT LP provided a description of past
performance in a number of projects which showed average schedule performance.

Iccon/TPT (4)

Iccon/TPT provided a high level schedule for both the development and construction
phases as well as a more detailed schedule for the development phase. Its proposed
completion date for the development phase is February 2015, assuming designation by
July 2013 (i.e. duration of approximately 18 months). Iccon/TPT indicated that its
relatively short development schedule is achievable subject to meeting certain
milestones for items which are beyond its control such as regulatory approvals. The
proposed in-service date is October 2018. A detailed list (risk register) of what
Iccon/TPT considers to be major schedule risks and mitigating measures was provided
for the overall project. lccon/TPT did not provide any detail about progress reporting or
potential consequences for missing major schedule milestones. Iccon/TPT provided a
description of past performance in a number of projects showing schedule performance
by quarter. lccon/TPT in its answer to interrogatory #32 provided additional information
for major transmission projects which showed average schedule performance.

AltaLink (3)

AltaLink provided a high level schedule for both the development and construction
phases as well as a more detailed schedule for the development phase. Its proposed
completion date for the development phase is June 2014, assuming designation by April
2013 (i.e. duration of approximately 14 months). The proposed in-service date is
November 2018. AltaLink’s proposed development schedule seems to be on the
optimistic side which, according to AltaLink, is achievable given what it described as a
significant amount of “pre-development work” completed before submitting its
application. A short list of what AltaLink considers to be major schedule risks and
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mitigating measures was provided for the overall project. AltaLink proposed a bi-
monthly progress reporting process but did not provide details about potential
consequences for missing major schedule milestones. AltaLink provided a description
of past schedule performance in a number of projects which did not show good
performance. In the original application, AltaLink stated that, for projects completed in
2010, it came within one month of the estimated preliminary in-service date 20% of the
time. For the four projects listed in response to interrogatory #32, two are in the
construction stage and are on schedule and the other two are significantly (11 to 26
months) behind schedule.

CNPI (2)

CNPI provided a high level schedule for the construction phase of the project as well a
more detailed table for the development phase with key milestones. Its proposed
completion date for the development phase is May 2015, assuming designation by April
2013 (i.e. duration of approximately 25 months). The proposed in-service date is
December 2019. A list of what CNPI considers to be major schedule risks and
mitigating measures was provided. CNPI proposed a quarterly progress reporting
process with a limited level of detail which is likely insufficient. It also proposed
potential consequences for missing major milestones involving extreme cases of
negligence. CNPI also mentioned that a bonus/penalty scheme for contractors could be
considered during the construction phase. CNPI initially provided a description of past
schedule performance in a number of projects which showed good performance.
However, the additional information provided by CNPI in response to interrogatory #32
showed average schedule performance.

RES (1)

RES provided a high level schedule for both the development and construction phases
as well as a more detailed schedule for the development phase. Its proposed
completion date for the development phase is June 2015, assuming designation by
June 2013 (i.e. duration of approximately 25 months). The proposed in-service date is
December 2018. A list of what RES considers to be major schedule risks and mitigating
measures was provided for the overall project. RES proposed various progress
reporting intervals and detail level (weekly, monthly, and quarterly). RES also provided
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a description of past schedule performance in a number of projects which did not show
good performance. Three projects were listed in response to interrogatory #32, all of
which were significantly late (12 to 32 months).

Cost

The applicants were required to provide estimated costs for the development,
construction, and operation and maintenance phases of the project. Further details
were required for development costs including a cost breakdown, assumptions used,
expenditure schedule, as well as risk assessment, mitigation and allocation. The
construction cost estimate could be expressed as a range. The applicants were also
required to provide information regarding risk and mitigation measures for the
construction phase, information on cost performance for past projects, and proposals for
how construction cost risk could be allocated between ratepayers and the applicant.

For the operation and maintenance phase, the applicants were required to provide their
estimated average annual cost, which could also be expressed as a range.

In order to facilitate cost comparison among applicants, they were asked in an
interrogatory to provide the three cost estimates (development, construction, and
operation and maintenance) broken down in certain common components, and to be
expressed in 2012 dollars. This was intended to assist the Board in comparing the cost
estimates on an equivalent basis, particularly the development phase budget. They
were also required to provide more specific information about past cost performance for
large transmission projects (greater than 100 km in length) over the past 10 years.

By designating one of the applicants, the Board will be approving the development
costs, up to the budgeted amount, for recovery. The School Energy Coalition submitted
that there is insufficient information for the Board to determine that the development
costs are just and reasonable. The Board does not agree. The Board has had the
benefit of six competitive proposals to undertake development work. In the Board’s
opinion, the competitive process drives the applicants to be efficient and diligent in the
preparation of their proposals. With the exception of Iccon/TPT, the development cost
proposals ranged from $18.2 million to $24.0 million which is relatively narrow given the
overall size of the project. Therefore, the Board finds that the development costs for the
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designated transmitter are reasonable, and will be recoverable subject to certain
conditions.

In evaluating the applications in the area of Cost, the Board ranked applicants by
considering the following factors:

Development Cost

e Rank order of the cost estimate.

e Clarity and completeness of the cost estimate.

e Thoroughness of the risk assessment and mitigation strategy.

e Any proposal for allocation of the development cost risk which could benefit
ratepayers.

Construction Cost
e Clarity and completeness of the cost estimate.

e Thoroughness of the risk assessment and mitigation strategy.

e Any proposal for allocation of the construction cost risk which could benefit
ratepayers.

e Past cost performance for similar projects.

Operation and Maintenance Cost
e Clarity and completeness of the cost estimate.

The Board’s ranking was based on how thoroughly the proponents demonstrated the
above characteristics. Below, the Board sets out the proponents in ranked order for
Cost and provides a brief discussion of the main characteristics of each application.

Unless stated otherwise, all cost estimates presented in this section are in 2012 dollars.
The cost estimates are provided below to the nearest $0.1 million for the development
cost, $1 million for the construction cost, and $0.1 million for the operation and
maintenance cost.
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AltaLink (6)

AltaLink’s development cost estimate is $18.2 million (the lowest among the applicants).
Its construction cost estimate is $454 million and its estimated annual operation and
maintenance cost is $1.7 million. AltaLink did not provide an expenditure schedule for
the development cost. It provided a combined risk list and mitigation measures for the
project’s cost and schedule. AltaLink suggested two alternatives for dealing with
development cost variances; the first is to seek recovery of incurred cost subject to
prudence review, and the second is a risk/reward model where variances of up to 10%
are shared 50/50, and variances above or below 10% are subject to prudence review. It
also presented three alternatives for construction cost recovery; a traditional cost of
service model, a negotiated target price with 50/50 risk/reward sharing up to a pre-
determined cap (e.g. 10%) with costs in excess of the cap subject to prudence review,
and a lump sum fixed price. AltaLink provided a general description of past
performance in a number of projects, but the level of granularity was insufficient to make
a definitive assessment (i.e. AltaLink indicated that the collective cost performance of
112 projects was within 10% of the total estimate but did not provide specific individual
project information).

UCT (6)

UCT’s development cost estimate is $22.2 million (third lowest among the applicants)
which is the same for the Reference Plan and Recommended Plan. Its construction cost
estimate is $409 million for the Reference Plan and $378 million for the Recommended
Plan. Its estimated annual operation and maintenance cost is $4.4 million. UCT
provided an expenditure schedule for the development costs as well as a detailed
description of associated risks and mitigating measures. UCT proposed that the
project’s development phase be treated as a cost of service case whereby any
expenditure in excess of the approved budget would be recoverable, subject to a
prudence review. UCT’s construction cost estimate is the mid-point of anticipated range
of costs. The only cost difference between the Reference Plan and the Recommended
Plan is the use of Guyed-Y steel-lattice towers instead of self-supported steel-lattice
towers. UCT presented a detailed description of the risks associated with the
construction phase and its plan to mitigate these risks. UCT indicated that, at the
project’s leave to construct stage, it will present to the Board a proposal for
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performance-based ratemaking for the project’s construction phase. UCT provided a
description of past performance in a number of projects which showed average cost
performance.

RES (4)

RES’s development cost estimate is $21.4 million which is essentially the same for the
Reference Design and the Preferred Design (second lowest among the applicants). As
stated in its application, its construction cost estimate is $472 million ($2013) for the
Reference Option / Preliminary Preferred Route and $392 million ($2013 according to
its application and $2012 according to its response to interrogatory #26) for the
Preferred Design / Preliminary Preferred Route. However, the submission from HONI
suggested that the amounts estimated for the cost of work necessary at HONI's stations
was not developed in consultation with HONI. RES’ estimated annual operation and
maintenance cost is $2.2 million for the Preferred Design and $2.8 million for the
Reference Design (the latter not included in the original application). RES provided an
expenditure schedule for the development cost as well as a description of associated
risks and mitigating measures. RES stated in its application that it is prepared to offer a
firm development and construction price of $413 million ($2013) for the preferred design
/ preferred route option or $494 million ($2013) for the reference design / preferred route
option, based on an incentive bonus / penalty methodology. RES presented a
description of the risks associated with the construction phase and its plan to mitigate
these risks. RES also provided a description of past performance in a number of
projects which showed average cost performance.

EWT LP (3)

In EWT LP’s application, the development cost estimate was $22.1 million and the
construction cost estimate was $427 million for the double circuit option. It was not
clear whether these cost estimates were escalated or not. EWT LP indicated in its
application that the accuracy of it estimates is +8% and +22% for the development and
construction costs, respectively. In response to interrogatory #26, EWT LP increased
its development cost estimate to $23.7 million in $2012 (third highest among the
applicants) and also increased the construction cost estimate for the double circuit
option to $490 million in $2012. It also provided a construction cost estimate for the
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single circuit option ($350 million in $2012), but the submission from HONI suggested
that the amounts estimated for the cost of work necessary at HONI’s stations was not
developed in consultation with HONI. EWT LP’s estimated annual operation and
maintenance cost is $7.1 million. EWT LP explained in its application that this estimate
includes $1.9 million for “Administration and General” which, if excluded with its share of
the contingency, would bring their estimate down to $4.9 million/year. EWT LP provided
an expenditure schedule for the development cost as well as a detailed description of
associated risks and mitigating measures. EWT LP did not propose any risk sharing
arrangements with benefits for ratepayers. EWT LP also presented a detailed
description of the risks associated with the construction phase and its plan to mitigate
these risks. EWT LP provided a description of past performance in a number of
projects which showed below average cost performance.

CNPI (2)

CNPI’s development cost estimate is $24.0 million (second highest among the
applicants) and its construction cost estimate is $527 million. In its application, CNPI’s
estimated annual operation and maintenance cost was approximately $1.0 million, but
was increased to $1.7 million in response to interrogatory #26 to account for
administration and regulatory costs that CNPI indicated were not included in the initial
estimate. CNPI provided an expenditure schedule for the development cost as well as a
brief description of associated risks and mitigating measures. CNPI did not propose
any risk sharing arrangements with benefits for ratepayers. CNPI presented a brief
description of the risks associated with the construction phase and its plan to mitigate
these risks. CNPI provided a description of past performance in a number of Fortis
projects which showed average cost performance.

lccon/TPT (1)

In lccon/TPT’s application, the estimated development cost was $45.5 million (highest
among the applicants). It was not clear in the application whether this cost estimate
was escalated or not. This estimate was reduced by lccon/TPT in response to
interrogatory #26 to $30.7 million. Iccon/TPT explained that, in addition to de-
escalation, the difference is due to the fact that the earlier estimate included post leave
to construct activities. Iccon/TPT’s construction cost estimate is $487 million and its
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estimated annual operation and maintenance cost is $4.9 million. lccon/TPT provided
an expenditure schedule for the development cost as well as a combined risk register
for both the development and construction phases. For development costs, Iccon/TPT
did not propose any risk sharing arrangements with benefits for ratepayers. To reduce
construction cost risk, lccon/TPT intends to enter into a fixed fee EPC contract with
Isolux Ingenieria. lccon/TPT provided a description of past performance in a number of
projects which showed average cost performance.

Landowner, Municipal, and Community Consultation

The applicants were required to demonstrate their ability to conduct successful
consultations with landowners, municipalities and local communities, and to provide a
consultation plan including potential significant issues and mitigating measures.
Additional details such as an overview of land rights acquisition activities and a
description of any proposed route, or plan for identifying a route, were also requested.

In evaluating the applications in this area, the Board ranked applicants by considering
the following factors:

e Clarity of the consultation plan, including methodology and schedule.

e The breadth and scope of potential significant stakeholder issues identified and
the suitability of proposed mitigating measures.

e Adequacy of the description of the line route (or alternatives) and demonstrated
appreciation of challenges involved in the route(s).

The more of these characteristics which a proponent demonstrated through its
application, the higher the Board ranked the proponent. Below, the Board sets out the
proponents in ranked order for this criterion and provides a brief discussion of the main
characteristics of each application.

EWT LP (6)
EWT LP provided a comprehensive consultation plan as part of the description of its

proposed environmental assessment process, which included a description of key
elements and a list of stakeholders. The plan conveyed a clear picture as to how
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consultations would be conducted and how the communities would be approached.
Details regarding land use rights acquisition approach by category, potential issues and
proposed mitigation were provided. For the purposes of the application, EWT LP
assumed a route adjacent to the existing line but indicated that the final route will be
based on consultation with landowners, municipalities and communities. A detailed
study of potential routes was provided where potential route options were identified and
described, including the evaluation criteria, process, and a proposed schedule for route
selection.

RES (5)

RES provided a consultation plan that included a schedule, issue identification and
resolution strategy. The plan provided for the formation of a Municipal Advisory Group, if
appropriate. RES provided an overview of the required land use rights and a two-phase
plan for acquiring these rights (pre and post leave to construct). A detailed land
valuation and acquisition plan was provided. Potential significant issues and mitigating
measures were also identified. RES identified a preliminary preferred route and stated
that some route refinements may be required as a result of stakeholder consultation.

UCT (5)

UCT provided a consultation plan which included a list of stakeholders, consultation
activities and schedule. UCT also provided a mitigation strategy to deal with significant
issues. It also provided a land acquisition plan which included methodology for various
types of land rights as well as an approach to compensation and mitigation. One of the
mitigating measures is to identify three route variances to the proposed route as
contingencies. UCT identified a 3-stage approach to route determination; conceptual
(already completed), preliminary, and final.

AltaLink (3)

A consultation plan was provided as part of AltaLink’s draft environmental assessment
terms of reference, including methods and schedules. AltaLink provided a list of
required land use rights for the various project phases and a plan to obtain these rights,
including compensation principles. Some issues associated with obtaining these rights
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were identified and a plan to address them was provided based on AltaLink’s
experience in Alberta. Altalink’s plans were generic in nature rather than specific to this
project. AltaLink identified a proposed route and some of the environmental constraints
associated with it, subject to detailed design, environmental assessment, and
stakeholder input.

CNPI (2)

A brief consultation plan was provided for the different project phases, including
potential issues and mitigation. CNPI provided a brief description of the various
categories of right-of-way and land use rights and its plan for obtaining these rights. A
short list of potential issues associated with land acquisition and permitting was
provided and mitigating measures proposed. Although the proposed route has been
identified, CNPI is prepared to consider an alternate route.

lccon/TPT (1)

A description of the proposed consultation plan was provided which was generic and
brief. lccon/TPT provided an overview of the required land use rights in the various
project phases and a plan for acquiring these rights. A brief description of associated
risks and mitigating measures was also provided. Iccon/TPT has not identified a
planned route for the line at this time, but has conducted a routing analysis and
identified several potential routing corridors. A methodology and decision criteria were
described which will be used to evaluate these routing options during the development
of the terms of reference for the environmental assessment.

First Nations and Métis Consultation

The duty to consult, as described in the Supreme Court decision Haida Nation v. British
Columbia (Minister of Forests)?, arises where the Crown has knowledge, real or
constructive, of the potential existence of Aboriginal right or title and contemplates
conduct that might adversely affect it. In some cases, the duty to consult may lead to a
duty to accommodate. The precise extent of the duty to consult and, possibly,
accommodate will vary depending on the facts of each situation. The Crown can

212004] 3 S.C.R. 511
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delegate certain aspects of consultation to a project proponent. The Deputy Minister of

Energy issued a letter on November 26, 2012 stating the Ministry’s expectation that the

designated transmitter will enter into a Memorandum of Understanding with the Ministry
that will set out the respective roles and responsibilities of the Crown and the transmitter
in consultation. None of the applicants objected to this requirement.

The applicants were required to demonstrate their ability to conduct successful First
Nation and Métis consultations and to provide a consultation plan including a list of
affected First Nations and Métis communities. They were also required to describe their
engagement approach as well as potential significant issues and mitigating measures.

In evaluating the applications in this area, the Board ranked proponents by considering
the following factors:

e Clarity and comprehensiveness of the proposed consultation plan, including
methodology and schedule.

¢ Identification of potential significant issues and proposed mitigating measures.

e Relevant successful past experience.

The Board’s ranking is based on how well the proponents demonstrated the above
characteristics. Below, the Board sets out the proponents in ranked order for this
criterion and provides a brief discussion of the main characteristics of each application.

UCT (6)

UCT provided a comprehensive consultation plan for all project phases (pre-designation
to operation). A record of actual communication (letters, phone calls) with the 18
affected communities was provided as well as a list of potential key issues and
proposed mitigation. UCT referenced NextEra’s First Nations and Métis Relationship
Policy and Enbridge’s Aboriginal and Native American Policy as the basis for its plan.
UCT described existing relationships with a number of First Nations and Métis
communities who would be engaged as part of this project. UCT also described its
relevant past experience with a number of projects involving the engagement,
consultation and economic participation of First Nations and Métis communities.
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EWT LP (5)

EWT LP provided a comprehensive consultation and communication plan and stated
that it will commence consultation upon designation. A comprehensive list of expected
issues was provided and mitigating measures were suggested. Relevant past
experience with consultation activities was described which involved EWT LP’s partners
and consultants. EWT LP indicated that the consultation process would be facilitated by
BLP. Having some of the affected First Nations lead the consultation process with other
affected First Nations and Métis communities on behalf of the owners may give rise to
fairness concerns which would need to be addressed.

AltaLink (5)

Altalink provided a preliminary consultation plan including steps and milestones and
indicated that the final plan will be developed and agreed to jointly with each of the
communities. It also provided a plan for the Traditional Ecological Knowledge and
Traditional Land Use studies for the project. AltaLink indicated that all 18 affected
communities were contacted in 2012, and that it met with 12 of them (excluding the 6
involved with BLP). A short list of potential issues was provided as well as a general
description of possible mitigation. AltaLink described its longstanding relationship and
engagement approach with the Aboriginal communities in Alberta as well as SNC
Lavalin’s experience in Ontario and Manitoba.

RES (3)

RES provided a detailed but generic consultation plan and identified potentially affected
First Nations and Métis communities which included the previously identified 18
communities plus others. RES contacted all 18 plus one more, met with three of them
and received correspondence from two others. RES identified a short list of potential
issues and a plan to deal with these issues. RES described its experience with similar
consultation in a number of projects in Canada and the U.S.A.
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lccon/TPT (2)

Iccon/TPT provided a general engagement plan as well as a record of actual
communication with some of the affected First Nations and Métis communities. A list of
potential significant issues and a preliminary plan to address them were also provided.
Iccon/TPT indicated that it plans to contract with TransCanada’s Aboriginal and
Stakeholder Engagement Group to lead its First Nations and Métis Consultation
process in this project. Iccon/TPT’s plan was less comprehensive than plans filed by
other applicants and, as mentioned earlier, does not effectively distinguish between
participation and consultation.

CNPI (1)

CNPI indicated that some contacts have been made with affected communities (the 2
involved in LHATC plus 6 others), but that all 18 affected communities will be included
in the consultation process. CNPI stated that an Aboriginal Consultation and
Engagement Plan will be developed at the start of the environmental assessment
process. The application included only a very high level summary consultation plan
identifying some potential issues and possible generic mitigating measures. The plan
lacked the detail contained in the plans of other applicants. Relevant recent experience
was described with some Fortis projects and other related activities.

CONCLUSION

Based on the evaluation methodology described earlier, and the ranking given to each
applicant for the various decision criteria, the Board has determined the total score and
the resulting overall ranking of the applicants, as shown below. Note that the maximum
possible score is 540:

UCT (455)
EWT LP (385)
AltaLink (385)
RES (280)
CNPI (200)
Iccon/TPT (185)

ok wdhPRE
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Therefore, the Board has decided that the designated transmitter for the development
phase of the proposed East-West Tie line is UCT. UCT either ranked first or was tied
for first in 7 of the 9 decision criteria. AltaLink and EWT LP are tied. EWT LP stated
that it is not willing to be named runner-up, and the Board names AltaLink as the
runner-up.

The Board finds that the development costs budgeted by UCT of $22,187,022 (in
$2012) are reasonable. The Board will establish a deferral account in which UCT is to
record the actual costs of development. The Board expects that UCT, at the time it
applies for leave to construct the East-West Tie line, will file a proposal for the
disposition of the development cost account.

The licence of UCT will be amended to have an effective date and to include special
conditions regarding reporting to the Board. The Board notes that per Section 3.1.1. of
the Reporting and Record-keeping Requirements, UCT will be required to report
balances in the deferral account to the Board on a quarterly basis.

UCT proposed certain milestones at page 100 of its application, and at page 59 of its
argument in chief indicated that the milestones proposed by Board staff at page 4 of its
Phase 2 submission were directionally appropriate. The Board requires UCT to prepare
a revised schedule of development milestones including those from its application, as
well as the milestones proposed by Board staff. In addition, UCT shall include proposed
milestones related to: the development and finalization of its First Nations and Métis
participation plan; progress on landowner, municipal and community consultation;
progress on First Nations and Métis consultation; and progress towards finalization of
structure engineering work and final choice of structure design. If any of these
milestones are, for UCT’s development plan, impractical or not demonstrative of
progress, UCT may omit or rephrase the milestone and provide an explanation for the
proposed change.

As part of the schedule of milestones, UCT must also indicate what filing, form or other
document could be offered as proof of completion of the milestone if the Board so
required. For example, UCT proposed the milestone “Substantial Land / Right-of-Way
Rights Acquired”. What could be filed with the Board if the Board called upon UCT to
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demonstrate successful completion of that milestone? The schedule of milestones
should be provided in the following format:

Milestone Proof of Completion Target Date

A consequence of this designation decision is that, if it meets its obligations, UCT will be
able to recover the costs of project development (up to the budgeted amount) from
transmission ratepayers, even if the final assessment of need indicates that the line is
no longer required. The Board therefore believes that it is important to limit the risk to
ratepayers from unnecessary development work. The Board recognizes that the OPA
reaffirmed the continuing need for the East-West Tie line in its Phase 2 submission, but
also notes that the OPA offered to provide a more detailed need assessment after the
designation decision. The Board will require the OPA to file a schedule for the
production of an early detailed need update (for example, 60 days from the date of this
decision) and a further need update at the approximate mid-point of the development
work. The Board recognizes that a final need assessment will also form part of the
leave to construct application. The OPA’s proposed schedule should be developed in
consultation with UCT to co-ordinate with the development schedule.

The Board therefore orders that:

1. The licence of UCT is amended to have an effective date of August 7, 2013, with
a term of 20 years.

2. The following special conditions will be included in the licence:

a) UCT shall report to the Board on a monthly basis, beginning no more than 60
days from the date of this decision and ending when a leave to construct
application is filed for the East-West Tie line, on the following matters:

i. Overall project progress: An executive summary of work
progress, cost and schedule status, and any emerging
issues/risks and proposed mitigation.

ii. Cost: Actual cost and cost variance relative to the original
project budget, as well as an updated budget forecast projected
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out to a leave to construct application. A description of the
reasons for any projected variances and mitigating measures
should be provided. The report must also indicate the
percentage of budgeted development costs spent as at the time
of the report.

iii. Schedule: The milestones completed and the status of
milestones in-progress. For milestones that are overdue or
delayed, the reasons for the delay, the magnitude and impact of
the delay on the broader development schedule and cost, and
any mitigating steps that have or will be taken to complete the
task.

Iv. Risks and Issues Log: An assessment of the risks and issues,
potential impact on schedule, cost or scope, as well as potential
options for mitigating or eliminating the risk or issue.

b) UCT shall advise the Board immediately of any change to its governance, or
any change in its financial status, that adversely affects or is likely to
adversely affect the completion of the East-West Tie line.

3. UCT shall, within 21 days of the date of this decision, file for review and approval
of the Board a revised development schedule, identifying milestones, proposed
proofs of completion and target completion dates as described above. The time
span for the activities in the schedule must be consistent with the schedule filed
in UCT'’s application, taking into account the actual date of this decision.

4. A deferral account is established for UCT in which the actual costs of
development of the East-West Tie line are to be recorded, from the date of this
decision up to the filing of a leave to construct application, or such other time as
the Board may order. The account shall include sub-accounts for the
development activities listed in Attachment 1 to UCT’s response to interrogatory
26 in this proceeding.

5. UCT shall, within 21 days of the date of this decision, file for review and approval
of the Board a draft accounting order for the account and sub-accounts described
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in paragraph 4, with detailed descriptions of the account and sub-accounts and
how they will be used.

The Board further orders that:

1. The OPA shall, within 21 days of the date of this decision, file with the Board a
schedule for the production of an early detailed need update and a further need
update at the approximate mid-point of development work, as described above.

The Board further orders that:

1. The cost awards to eligible intervenors and the Board’s own costs will be recovered
from licensed transmitters whose revenue requirements are presently recovered
through the Ontario Uniform Transmission Rate (and the costs will be apportioned
among the transmitters based on their respective transmission revenues).

2. Eligible parties shall submit their cost claims for Phase 2 of the designation
proceeding by August 28, 2013. A copy of the cost claim must be filed with the
Board and one copy is to be served on each of Canadian Niagara Power Inc., Five
Nations Energy Inc., Great Lakes Power Transmission LP and Hydro One Networks
Inc.

3. Canadian Niagara Power Inc., First Nations Energy Inc., Great Lakes Power
Transmission LP and Hydro One Networks Inc. will have until September 16, 2013
to object to any aspect of the costs claimed. A copy of the objection must be filed
with the Board and one copy must be served on the party against whose claim the
objection is being made.
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4. The party whose cost claim was objected to will have until September 25, 2013 to
make a reply submission as to why its cost claim should be allowed. A copy of the
submission must be filed with the Board and one copy must be served on the party
who objected to the claim.

DATED at Toronto, August 7, 2013
ONTARIO ENERGY BOARD

Original signed by

Kirsten Walli
Board Secretary
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APPENDIX A
TO BOARD DECISION AND ORDER

EAST-WEST TIE LINE DESIGNATION - PHASE 2

BOARD FILE NO.: EB-2011-0140

DATED August 7, 2013

LIST OF INTERVENORS
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LIST OF INTERVENORS

REGISTERED TRANSMITTERS:

AltaLink Ontario, LP

Canadian Niagara Power Inc.

EWT LP

Iccon Transmission, Inc.

RES Canada Transmission LP

TransCanada Power Transmission (Ontario) L.P.

Upper Canada Transmission, Inc.

Please note: Each of Iccon Transmission Inc. and TransCanada Power Transmission
(Ontario) L.P. acted as intervenors in Phase 1 of the proceeding, but filed a joint
application in Phase 2.

OTHER INTERVENORS:

Association of Major Power Consumers in Ontario
BayNiche Conservancy

Building Owners and Managers Association Toronto
Canadian Manufacturers and Exporters

City of Thunder Bay and Northwestern Ontario Associated Chambers of Commerce and
Northwestern Ontario Municipal Association Energy Task Force
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Consumers Council of Canada

Enbridge Inc.

Energy Probe Research Foundation

Great Lakes Power Transmission EWT LP
Great Lakes Power Transmission LP

Hydro One Inc.

Hydro One Networks Inc.

Independent Electricity System Operator

Lake Superior Action-Research-Conservation
Métis Nation of Ontario

Municipality of Wawa and the Algoma Coalition
National Chief's Office on Behalf of the Assembly of First Nations
Nishnawbe-Aski Nation

Northwatch

Ojibways of Pic River First Nation

Ontario Power Authority

Power Workers' Union

School Energy Coalition

Mr. Rod Taylor
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Ontario

EB-2011-0140

IN THE MATTER OF sections 70 and 78 of the Ontario
Energy Board Act 1998, S.0.1998, c.15, (Schedule B);

AND IN THE MATTER OF a Board-initiated proceeding to
designate an electricity transmitter to undertake
development work for a new electricity transmission line
between Northeast and Northwest Ontario: the East-West
Tie Line.

BEFORE: Cynthia Chaplin
Presiding Member and Vice-Chair

Cathy Spoel
Member

PHASE 1 DECISION AND ORDER

July 12, 2012

INTRODUCTION

On February 2, 2012, the Ontario Energy Board issued notice that it was initiating a
proceeding to designate an electricity transmitter to undertake development work for a
new electricity transmission line between Northeast and Northwest Ontario: the East-
West Tie line. The Board assigned File No. EB-2011-0140 to the designation
proceeding. Seven transmitters registered their interest in the designation process.
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The Board developed the Framework for Transmission Project Development (EB-2010-
0059) (the “Policy”) as a way to encourage the timely development of electric
transmission construction in Ontario. A number of transmission projects were expected
to be identified by the Ontario Power Authority (“OPA”) through an Economic
Connection Test or an Integrated Power System Plan to accommodate the connection
of renewable generation. The designation process outlined in the Policy has,
nevertheless, been adopted by the Board in this proceeding for a single bulk
transmission line that was identified in the Minister's Long Term Energy Plan to address
reliability issues. The East-West Tie line will run between Thunder Bay and Wawa, and
connect to the bulk transmission system in Northern Ontario at transformer stations
owned by Hydro One Networks Inc. ("HONI").

This designation proceeding represents an evolving process as the Board applies the
Policy for the first time. The Board has adopted a two phase process for the
designation proceeding. In Phase 1, which is the subject of this decision and order, the
Board establishes specifics for the proceeding including decision criteria, filing
requirements, obligations and consequences arising on designation, the hearing
process for Phase 2 and the schedule for the filing of applications for designation.

In Phase 2, the registered transmitters will have an opportunity to file their applications
for designation, and the Board intends to select one of them as the designated
transmitter through a hearing process. The Board notes that this proceeding is
voluntary on the part of the registered transmitters and intends that this Phase 1
decision and order will assist them in deciding whether to make an application for
designation in Phase 2. The Board will not, at this stage, compel any transmitter to file
a plan for the line.

It is important to remind participants of the limited scope of this process, which is the
selection of a designated transmitter to do development work for the East-West Tie line.
The final determination of the need for the line will be considered in a subsequent leave
to construct proceeding. In general, environmental matters are not within the mandate
of the Board and the necessary environmental assessment will be conducted in another
forum.
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THE PROCEEDING

On February 2, 2012, the Board issued a Notice of Proceeding for this designation
proceeding. On March 9, 2012, the Board issued Procedural Order No. 1, granting
intervenor status to the seven transmitters registered in this proceeding, namely:
AltaLink Ontario, L.P. (“AltaLink”); Canadian Niagara Power Inc. (“CNPI"); EWT L.P.;
Iccon Transmission Inc. (“lccon”); RES Canada Transmission L.P. (‘RES”);
TransCanada Power Transmission (Ontario) L.P (“TPT”); and Upper Canada
Transmission, Inc. (“UCT").

The Board’s Decision on Intervention and Cost Award Eligibility, dated March 30, 2012,
and the Board’s Procedural Order No.2, dated April 16, 2012, granted intervenor status
to 24 parties (or, in some instances, groups of parties) and cost award eligibility for the
proceeding to nine of those parties. The matter of costs is discussed in further detail at
the end of this decision.

Procedural Order No. 2 included the Board-approved issues list for Phase 1. On June
14, 2012, the Board issued its Phase 1 Partial Decision and Order to deal specifically
with issue 19 of the issues list. This decision ordered HONI and Great Lakes Power
Transmission LP (“GLPT”) to file with the Board, and provide to other parties, certain
documents in their possession which may be relevant to the development of the East-
West Tie line. This decision addresses the other issues identified for Phase 1 of the
proceeding.

BOARD FINDINGS ON THE ISSUES

The Board’s primary objective in this proceeding is to select the most qualified
transmission company to develop, and to bring a leave to construct application for, the
East-West Tie line. The Board recognizes that the key to achieving this objective is the
establishment of an efficient and transparent competitive process that avoids bestowing
any unfair advantage upon a particular applicant or group of applicants. The Board’s
view is that competition is best served by creating an open, fair and cost-efficient
proceeding that encourages multiple qualified proponents to participate. The Board has
considered each of the issues in this light.
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Decision Criteria: Issues 1 -4

Issue 1. What additions, deletions or changes, if any, should be made to the
general decision criteria listed by the Board in its policy Framework for
Transmission Project Development Plans (EB-2010-0059)?

For the reasons given under issues 1 to 4, the Board’s criteria for this designation
process are:

e Organization

e First Nation and Métis participation

e Technical capability

e Financial capacity

e Proposed Design for the East-West Tie line

e Schedule

e Costs

e Landowner, municipal and community consultation
e First Nation and Métis consultation

e Other factors
Original criteria

There was general support among the parties for the retention of the original criteria
from the Policy. The Board agrees that these original criteria remain valid for the East-
West Tie line project, and will retain the following criteria in their original form:
organization, technical capability, financial capacity, schedule, costs, and other factors.
The criterion “landowner and other consultations” will be subdivided, as described
below.

Several parties suggested that the Board provide guidance as to the way in which it
would asses the criteria “cost” and “other factors”. Regarding cost, the Board
acknowledges, as several parties observed, that one of the purposes of the
development work itself will be the estimation of construction and operation and
maintenance costs, and that therefore applicants for designation will likely not be in a
position to provide an accurate estimate of construction and operating and maintenance
costs at the time of their application. Nevertheless, the Board finds that it must consider
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all costs in assessing the merits of the various applications. Providing benefit to
ratepayers through economic efficiency is a core objective in the Board’s Policy, and the
reasonableness of the total costs of the project will be a critical component in achieving
that objective. The Board will therefore require that parties include in their applications
an estimate of all costs, including those related to: preparation of an application for
designation; development; construction; and operation and maintenance of the line.

However, in recognition of the uncertainty inherent in estimating costs of construction
and operation and maintenance of the line, the Board will accept these estimates
expressed as a range. All the transmitters who have registered their interest in the
East-West Tie line project have, or have access to, experience in the construction of
major infrastructure projects, and the Board expects that they will be able to create a
reasonable estimated range for these costs, and provide justification for the cost
estimates and width of the range. The Board will also require applicants to provide
evidence of their plan to manage the costs of construction and operation and
maintenance, and of their track record in estimating construction costs and keeping to
those estimates.

Applicants should also describe any proposals they have regarding the recovery of the
various categories of costs from ratepayers. For example, the Board notes TPT’s
submission that no applicant, including the designated transmitter, should be able to
recover the costs of participating in the designation process. While this is not the
Board’s ruling (see issue 14 below), the Board invites any applicant to distinguish itself
by proposals that reduce costs or risks for ratepayers for any category of cost.

The Board will retain the criterion “other factors”, but will not specify at this time what
factors or evidence will be considered under this criterion. This criterion offers
applicants the opportunity to bring forward any distinguishing feature of their application
that is not addressed in the other criteria. The Board acknowledges that this criterion is
open-ended. However, all potential applicants are in the same position and have the
same opportunity to provide evidence under this criterion. Experienced transmitters,
such as those who have registered their interest in this proceeding, may bring forward
useful information that the Board cannot anticipate at this stage in the proceeding.
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Additional criteria, other than First Nation and Métis issues

The submissions of parties contained several proposals for additional criteria. The
Board will not add a specific additional criterion relating to facilitating competition and
new entrants. The facilitation of competition and the encouragement of new entrants to
transmission in the province was part of the context for the Board’s Policy, and are
being recognized by the initiation of this designation process. Any applicant who wishes
to bring evidence of any advantage to Ontario ratepayers of the designation of a new
entrant for this project is invited to do so as part of the “other factors” criterion.

The Board finds that there is no need to create additional criteria related to the provision
of socio-economic benefits, the ability to mitigate environmental impacts, regulatory
expertise, or location-specific experience. Each of these issues will be considered to
some degree under the criteria “technical capability” and “organization”. The Board
notes that mitigation of environmental and socio-economic impacts is considered as
part of the Environmental Assessment process. The Board will not require evidence of
an applicant’s ability to mitigate these impacts, but will require evidence of the
applicant’s ability to successfully complete regulatory processes similar to Ontario’s
Environmental Assessment process.

With respect to regulatory expertise, the Board will require evidence under the criterion
“technical capability” of an applicant’s ability to successfully complete the regulatory
processes necessary for the construction and operation of the line.

The Board will not necessarily favour experience in Ontario over experience in other
jurisdictions. It is important that the designated transmitter be fully capable of
constructing and operating an electricity transmission line that meets the needs
identified by the OPA and the Independent Electricity System Operator (“IESO”) in the
location proposed in the transmitter’s plan. However, the experience necessary to
achieve this capability may have been gained in other jurisdictions. The Board invites
applicants to bring evidence of their experience and to demonstrate its relevance to the
East-West Tie line project.

The Board finds that three additional criteria are appropriate to address the specific
circumstances of this designation process. The Board will add the new criterion
“Proposed Design for the East-West Tie Line”. In creating this additional criterion, the
Board has particularly considered the submissions of Board staff, the IESO, RES, the
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Power Workers Union (“PWU”) and EWT LP. The evidence to be filed to satisfy this
criterion is largely that listed in section 5 of Board staff's proposed filing requirements
presently titled “Plan Overview”. The criterion is intended to be assessed as pass/fail in
respect of whether the applicant’s plan for the line meets the targeted transfer capability
while satisfying all applicable reliability standards. However, the other evidence to be
filed under this criterion by each applicant will be compared against the plans of the
other applicants to assess the relative strengths of the proposed designs. An applicant
may demonstrate under this criterion the ways in which its technical design for the line
provides advantages to the transmission system, local communities or transmission
ratepayers, or demonstrates advantageous innovation, or in some way exceeds the
minimum requirements while remaining cost effective.

The Board will divide the original criterion “landowner and other consultations” into two
criteria: “landowner, municipal and community consultation” and “First Nation and Métis
consultation”. The delineation of “landowner, municipal and community consultation”
from the more general original criterion is intended to make explicit the need for
consultation with municipalities and communities located along the transmission line
corridor.

Issue 2. Should the Board add the criterion of First Nations and Métis
participation? If yes, how will that criterion be assessed?

Issue 3.  Should the Board add the criterion of the ability to carry out the
procedural aspects of First Nations and Métis consultation? If yes,
how will that criterion be assessed?

Issue 4. What is the effect of the Minister’s letter to the Board dated March 29,
2011 on the above two questions?

The Board finds that the Minister’s letter is not a directive within the meaning of the
Ontario Energy Board Act, 1998. However, the letter is an expression of the
government’s interest in promoting First Nations and Métis participation in energy
projects, and is consistent with government policy as articulated in the Long Term
Energy Plan.

The Board will create the criterion “First Nation and Métis participation” and, as
indicated in the previous section, divide the original criterion “Landowner and other
consultations” into two criteria: “landowner, municipal and community consultation” and
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“First Nation and Métis consultation”. The Board recognizes that First Nation and Métis
consultation is unique in being a constitutional obligation on the Crown, certain aspects
of which may be delegated to the designated transmitter. Applicants will be required to
demonstrate their ability to conduct successful consultations with First Nation and Métis
communities, as may be delegated by the Crown, by providing a plan for such
consultations, and evidence of their experience in conducting such consultations.

The Board will not look more favourably upon First Nation and Métis participation that is
already in place at the time of application than upon a high quality plan for such
participation, supported by experience in negotiating such arrangements. “Participation”
can mean many things, and the Board will not restrict its consideration to any particular
type of participation. Applicants are invited to demonstrate the advantages of whatever
type and level of First Nation and Métis participation they have in place, or are
proposing to secure.

The Board notes the proposal of the Ojibways of Pic River First Nation (“PRFN”) that
the First Nation and Métis participation criterion be categorized, weighted, and scored
by the impacted relevant communities. The Board will not adopt this methodology for
assessing the criterion, which could amount to an improper delegation of its decision
making power. The Board will evaluate this criterion through the public hearing
process, and the various intervenors representing First Nation and Métis interests,
along with the other parties, can seek input from their constituencies and bring that
information forward for the Board’s consideration in the hearing.

Use of the Decision Criteria: Issues 5 and 6

Issue 5: Should the Board assign relative importance to the decision criteria
through rankings, groupings or weightings? If yes, what should
those rankings, groupings or weightings be?

Issue 6: Should the Board articulate an assessment methodology to apply to
the decision criteria? If yes, what should this methodology be?

The Board will not, at this time, articulate an assessment methodology to be applied to
the decision criteria, nor will it ascribe any relative importance to the decision criteria
through a weighting system. The Board appreciates the points made in the
submissions from some parties that assigning weights or rankings to the criteria would
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assist applicants in focusing their applications towards factors that the Board considers
important. However, the Board is unwilling to remove the discretion and flexibility it may
need in evaluating the applications for designation. The Board will exercise its
judgment for each criterion, with the assistance of the evidence presented and the
submissions received from all parties.

The Board notes that in providing decision criteria and filing requirements, it has
provided some guidance to potential applicants, and that all applicants face the same
challenge in designing their proposals around these criteria and filing requirements. All
the decision criteria are important, and the Board is unwilling to restrict its ability to give
full consideration to each criterion before it is informed by the content of the applications
for designation.

Filing Requirements: Issues 7 and 8

Issue 7. What additions, deletions or changes should be made to the Filing
Requirements (G-2010-0059)7?

As part of its Policy, the Board issued its “Filing Requirements: Transmission Project
Development Plans” (G2010-0059) dated August 26, 2010. Board staff proposed
revisions to the original filing requirements to take into account the specific
circumstances of the East-West Tie line. These revised filing requirements were
attached as Appendix A to Board staff's April 24, 2012 submission. Most parties agreed
with the reorganization of the filing requirements proposed by Board staff, but had
specific suggestions for additions, deletions or changes.

The approved filing requirements for the East-West Tie line designation process are
attached as Appendix A to this decision. The filing requirements have been modified
from Board staff's proposed filing requirements to reflect the Board’s findings in this
Phase 1 decision. Certain issues raised by parties, and not otherwise addressed in this
decision, are discussed below.

Background Information

AltaLink submitted that an additional requirement should be added to require each
applicant to file a statement from a senior officer that the applicant is not in a position of
an actual or perceived conflict of interest. The Board finds that this requirement is
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unnecessary at this time. The Board, in issues 20 — 22 in this decision, addresses
issues arising from the participation of entities related to incumbents. The Board can
address this issue further through Phase 2 in the event additional concerns are
identified.

Technical Capability

AltaLink and Iccon submitted that references to experience in Ontario and experience
involving similar terrain, climate and other environmental conditions should be excluded
from the filing requirements. EWT LP submitted that experience in Ontario and in
similar terrain, climate and other environmental conditions is important when assessing
a transmitter's technical experience.

As mentioned under issue 1 in this decision, the Board finds that it is appropriate for
applicants to document their experience, wherever gained, and to demonstrate the
relevance of that experience to the East-West Tie line project.

The Board will not, as urged by TPT, change the wording in the filing requirements to
refer only to “linear infrastructure”, but recognizes that such experience may be relevant
to the construction and operation of the East-West Tie line.

The Board will require evidence of consistency with good utility practice in the areas of
safety, environmental compliance, and regulatory compliance.

Financial Capacity

School Energy Coalition (“SEC”) recommended the addition of a requirement for
information on the current credit rating of the applicant and its parent company. The
Board has adopted this proposal.

Plan Overview (now Proposed Design)

Some parties submitted that the requirements listed in Section 5.1 of Board staff's
proposed filing requirements are too detailed for the designation applications since
providing this information would require development work which should not be part of
the designation process. EWT LP suggested that these requirements should be
determined by the designated transmitter once designated and that only a description of
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the development activities planned to determine these requirements should be included
in the designation application.

The Board is of the view that the filing requirements should require the applicant
transmitters to provide sufficient detail to allow the Board to carry out a meaningful,
thorough and accurate assessment of the applicant transmitters and their proposed
plans. However, the Board also recognizes the time, effort and cost associated with
preparation of detailed designation applications. If an applicant is unable to provide
certain information, then it can provide a description of the methodology it will use to
develop the information. The Board has made the list under this section (now 6.1)
optional rather than mandatory, and provided the option of describing the method and
criteria for the determination of these parameters.

Board staff noted that section 2.1.5 of the Board’s Minimum Technical Requirements
requires that “all proposed design assumptions” be provided by the applicant. Board
staff recommended that the need to provide “all proposed design assumptions” be
excluded from the designation application because this information will not be available
to the applicants before development work for the line is well underway.

The Board agrees with Board staff that it would be premature to expect the applicants to
be able to provide this information prior to having done at least some development
work, and will not include a requirement for “all” design assumptions in the filing
requirements. As a general rule, the Board agrees with UCT and PWU that if the filing
requirements require detail which is impossible or impractical to obtain, the applicant
should respond to the best of its ability and identify the factors that prevent a full
response or require deviation from the filing requirements. The Board also
acknowledges, as submitted by RES, that plans will evolve during the development
phase.

The Board will adopt the proposal of the OPA (supported by SEC) for a requirement to
outline how a proposed plan leads to a lower cost solution than other alternatives while
meeting the project requirements. The Board is not, at this stage, asking applicants to
compare their plans to those of other applicants, but to other options for the East-West
Tie line that could reasonably be considered to satisfy the need for the line.
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Schedule

EWT LP suggested that section 6.3 of Board staff's proposed filing requirements related
to information regarding the construction phase of the project should be eliminated
since this would require environmental assessment work and consultation which will not
have been done at the time of filing the applications. Some parties suggested that
specific milestone dates should be removed.

The Board is of the view that the requirements in section 6.3 will be helpful to the Board
in assessing the merits of the applicants’ proposed plans and that they should remain in
the filing requirements. The Board is not seeking a commitment, but information to
assist it in understanding the applicant’s overall strategy for completion of the project.
The Board recognizes that the construction schedule will change as a result of the more
detailed development work to be carried out by the designated transmitter.

Costs

Board staff's revisions to the original filing requirements propose a number of additions
including, among other things, amounts already spent for preparation of an application,
major risks that could cause the applicant to exceed its development budget, strategy to
mitigate risks, threshold of materiality for prudence review of cost overruns and
evidence of the applicant’s past success in completing similar transmission line projects.

The Board finds that it is reasonable to simplify the development cost breakdown by
grouping some categories of cost. The Board is of the view that, while development cost
estimates will be considered, the magnitude of development costs will be small in
comparison to the total costs of the East-West Tie project. Consequently, an applicant’s
demonstrated ability to manage complex projects and control all costs is more important
for the selection of a designated transmitter than the estimate of development costs.

Also, the Board concludes that the applicants are not required to propose a threshold of
materiality for prudence review if cost overruns occur for the costs of development.
Instead, the Board will ask parties to address this matter in their submissions in Phase
2.
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Consultation

The Board determined under issue 1 that there will be a separate criterion for First
Nation and Métis consultation, and the filing requirements have been modified
accordingly. The Board has adopted most of the wording for this section proposed by
the Métis Nation of Ontario (“MNQ”).

Several parties submitted that the information regarding routing in staff’'s proposed
section 8.3 should not be required as this information will be unreliable until
environmental assessment work has been done. The Board will permit applicants to file
routing information at the level of detail they believe is appropriate, and will be assisted
by such description as the applicant can provide regarding the route or routes it is
considering.

Issue 8:  May applicants submit, in addition or in the alternative to plans for the
entire East-West Tie Line, plans for separate segments of the East-
West Tie Line?

The Board will not permit applicants to submit plans for separate segments of the East-
West Tie line. The Board recognizes that the proposed line could possibly be
considered two segments, one from Wawa to Marathon and one from Marathon to
Thunder Bay. However, the need identified by the OPA and the IESO cannot be
satisfied by one of these two segments alone, and the project is best considered as a
single unit. The Board agrees with those parties that submitted that attempting to
consider separate applications for the two line segments would add cost and complexity
to the designation process, require extensive co-ordination between the two selected
transmitters, and could create additional risk for ratepayers and confusion for
communities that are to be consulted. However, the Board would consider a joint
venture or joint application from two or more parties who together propose to complete
the entire East-West Tie line. Such a joint application would have to include a clear
acceptance of risks and obligations by each party for the completion of the entire
project.
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Obligations and Milestones: Issues 9 — 12

Issue 9:  What reporting obligations should be imposed on the designated
transmitter (subject matter and timing)? When should these
obligations be determined? When should they be imposed?

Issue 10: What performance obligations should be imposed on the designated
transmitter? When should these obligations be determined? When
should they be imposed?

Issue 11: What are the performance milestones that the designated transmitter
should be required to meet: for both the development period and for
the construction period? When should these milestones be
determined? When should they be imposed?

Issue 12: What should the consequences be of failure to meet these obligations
and milestones? When should these consequences be determined?
When should they be imposed?

The Board will not impose a “performance obligation” in the sense of a performance
bond or other financial instrument on the designated transmitter. Those parties who
chose to address this issue in their submissions largely agreed with Board staff that a
financial performance obligation was not necessary. The Board accepts the submission
of EWT LP that the regulatory risk of cost disallowance is a deterrent to a voluntary
failure to perform. The Board also agrees with SEC that the Board has the authority to
impose conditions through amendments to the designated transmitter’s licence if non-
financial obligations are necessary.

The Board agrees with Board staff and other parties that it will be necessary to impose
performance milestones and reporting obligations on the designated transmitter. The
objectives of the milestones and reporting are:

e to ensure that the designated transmitter is moving forward with the work on the
East-West Tie line in a timely manner;

e to facilitate early identification of circumstances which may undermine this ability
to move forward; and
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e to maintain transparency, as the costs of development work are intended to be
recovered from ratepayers.

The Board will require, through its filing requirements, applicants for designation to
propose performance milestones and reporting obligations that accomplish these
objectives. The Board is reluctant to pre-determine the milestones and reporting that
the successful applicant must accept, and expects that the experience in major project
management that the applicants will bring to the designation process will be of
assistance to the Board in setting appropriate conditions.

The proposed milestones and reporting obligations should apply to both the
development phase and construction phase of the project, although the Board accepts
that the milestones and reporting for the construction phase will be reconsidered and
finalized during the Board’s consideration of the leave to construct application. The
Board will consider construction milestones and reporting only as indicative, and does
not intend to impose those obligations at the time of designation.

Potential applicants for designation and other parties should note that the Board is not
limited to imposing on a designated transmitter only those performance milestones and
reporting obligations that the transmitter proposed in its application. All parties may
choose to make submissions concerning the appropriate milestones that should be
imposed on any transmitter that may be selected for designation. The Board will not
impose novel conditions without providing designation applicants the opportunity to
address the appropriateness of such conditions. The Board will establish the reporting
requirements and performance milestones through an amendment to the designated
transmitter’s licence.

The Board finds that is it premature to determine in this Phase 1 decision the
consequences for failure to meet the required performance milestones and performance
obligations. Applicants for designation must include in their applications their proposals
regarding the consequences of failure to meet their proposed performance milestones
and reporting obligations.

The Board’s policy indicates that the loss of designation and the inability to recover
development costs are two potential consequences of failure. The Board is of the view
that the severity of the consequences should be proportional to the severity of the
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breach, and take into account the designated transmitter’'s mitigation efforts. In
determining how to address any failure the Board will consider:

e the nature and severity of the failure

e the specific circumstances related to the failure

e the consequences of the failure

e the designated transmitter’s proposal to address the failure

The Board notes SEC’s submission that if a designated transmitter does not bring forth
a leave to construct application, it must relinquish ownership of all information and
intellectual property that it created or acquired during the development phase. AltaLink
and others argued in response that to require delivery of all such information and
intellectual property would be punitive, confiscatory and contrary to the public interest.
The Board will not determine this issue at this time. However, if failure of the project
occurs, and development costs are to be recovered from ratepayers, the Board may
wish to consider whether information gathered and even design work completed at
ratepayer expense must be made available to a substitute transmitter.

Runner up

Board staff, in its submission, asked parties to comment on the issue of whether one or
more “runners-up” for designation should be selected by the Board. Some of the
registered transmitters were not in favour of the Board selecting a runner-up, in part
because keeping capital and human resources on hold awaiting potential failure of the
designated transmitter would not be practical. However, several parties mentioned the
potential efficiency to be gained, as if the original designee failed, no new designation
process would be required to continue work on the project.

The Board will invite applicants for designation to indicate whether they are willing to be
named as a runner-up. If the designated transmitter fails to fulfill its obligations and the
line is still needed, the Board could offer the development opportunity to the runner-up.
The runner-up would not be under an obligation to take on the project, but would have
right of first refusal to undertake the work. Applicants that indicate their willingness to
be named runner-up should also provide in their application any conditions that they
believe are necessary to enable them to take on this role. The Board will not consider
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willingness to take on the runner-up role in its selection of the primary designated
transmitter. This is a choice for applicants, not a requirement.

Consequences of Designation: Issues 13 — 16

Issue 13: On what basis and when does the Board determine the prudence of
budgeted development costs?

The Board agrees with the general tenor of parties’ submissions that the time to review
the budgeted development costs put forward in applications for designation is during
Phase 2 of this designation proceeding. The level of development costs, which are
expected to be recovered from ratepayers, will be a factor in the Board’s selection of a
designated transmitter. In this light, the Board does not foresee a circumstance, as
suggested by SEC, in which it would adjust the amount of development costs proposed
by a transmitter at the time the Board designates that transmitter.

The level of development costs is only one aspect of the proposal put forward by a
transmitter. The Board does not intend to adjust this part of the proposal any more than
it would adjust the proposed organization, design, financing or any other aspect. Unlike
an application for rates or approval of a facility, this proceeding concerns itself with
choosing from among several competing proposals. The Board will compare these
proposals to each other and will determine which proposal is best overall. It would be
inappropriate and unfair to the applicants to expect any of them to adjust their
applications once they have been filed.

This does not mean that the development costs proposed in applications for designation
cannot be questioned. The Board will receive and consider interrogatories and
submissions regarding the level of these budgeted costs during Phase 2 and will take
that evidence into account in assessing the applications. The selection of a transmitter
for designation will indicate that the Board has found the development costs to be
reasonable as part of an overall development plan. This selection will also establish
that the development costs are approved for recovery. The Board will not select a
transmitter for designation if it cannot find that the development costs are reasonable.
However, applicants should be aware that costs in excess of budgeted costs that are
put forward for recovery from ratepayers will be subject to a prudence review, which
would include consideration of the reasons for the overage.
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Issue 14: Should the designated transmitter be permitted to recover its
prudently incurred costs associated with preparing its application for
designation? If yes, what accounting mechanism(s) are required to
allow for such recovery?

The Board finds that the designated transmitter will be permitted to recover from
ratepayers its prudently incurred costs associated with preparing its application for
designation, with one restriction. Cost recovery will be restricted to costs incurred on or
after the date that the Board gave notice of the proceeding, February 2, 2012. This date
represents the beginning of the proceeding and therefore is a date after which the
designated transmitter could reasonably expect to recover its costs.

Applicant transmitters should identify the costs already incurred to prepare an
application, as well as an estimate of the costs required to complete the designation
proceeding, as part of their budgeted development costs. The Board will establish a
deferral account for the designated transmitter in which the budgeted development
costs, including amounts incurred after February 2, 1012 for the preparation of the
application for designation, will be recorded for future recovery. As noted earlier in this
decision, an applicant transmitter can choose not to seek recovery of all its costs, as a
way to reduce the costs of its proposal to ratepayers.

Issue 15: To what extent will the designated transmitter be held to the content of
its application for designation?

The Board will be choosing a designated transmitter based on the plans that applicants
for designation file. Therefore, the Board will generally expect the designated
transmitter to conform to its filed application, as it formed the basis for designation.
However, the Board understands that there is a need for some flexibility, as the plan for
the line will evolve as development work takes place.

The Board has discussed in the previous section of this decision the need for
performance milestones and reporting obligations, and the expectation that these will be
adhered to. Any development costs in excess of budgeted costs may not be recovered
from ratepayers, and will be subject to a prudence review if recovery is sought. The
leave to construct proceeding will provide an opportunity for the Board to assess the
reasonableness of any deviations from other aspects of the designated transmitter’s
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plan, and the Board may choose to deny the leave to construct application or impose
special conditions on its approval if warranted.

Particular concern was expressed by some parties regarding commitment to
construction costs, First Nation and Métis participation, and First Nation and Métis
consultation. The Board recognizes that these three areas in particular may be subject
to modification to accommodate new information, and changing needs and
circumstances. Nevertheless, in the leave to construct proceeding, the Board will
compare the actual performance of the designated transmitter in these areas to the
evidence filed in its designation application to assess the reasonableness of any
deviations from the application.

Issue 16: What costs will a designated transmitter be entitled to recover in the
event that the project does not move forward to a successful
application for leave to construct?

On the issue of cost recovery after a failure to obtain an order for leave to construct the
line, the Board agrees with Board staff and other parties that the reason for failure will
be an important consideration in determining what costs, if any, are to be recovered
from ratepayers. Generally, if the project does not move forward due to factors outside
the designated transmitter’s control, the designated transmitter should be able to
recover the budgeted development costs spent and reasonable wind-up costs. If failure
occurs due to factors within the designated transmitter’s control, neither recovery nor
automatic denial is certain. The Board will review the circumstances of the failure to
determine a fair level of cost recovery. The Board acknowledges that it may not be
possible to attribute failure to a single cause, and the sources of failure may be both
internal and external to the designated transmitter. It is not possible to decide on the
level of cost recovery in the abstract at this time, as the specific circumstances of the
failure will need to be considered.

Process: Issues 17 — 23

Issue 17: The Board has stated its intention to proceed by way of a written
hearing and has received objections to a written hearing. What should
the process be for the phase of the hearing in which a designated
transmitter is selected (phase 2)?
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The Board will continue to proceed for the present by way of written hearing, and adopt
the procedural steps proposed by Board staff (and largely supported by the registered
transmitters). The Board is master of its own process, within the limits set by the
Ontario Energy Board Act, 1998 and the Statutory Powers Procedure Act. In the
interests of fairness to all applicants and of keeping the costs of the designation
proceeding within reasonable limits, the Board will exercise considerable control over
the process. The Board’s primary aim in Phase 2 is to obtain a good record upon which
to make a decision on designation. The Board will ensure, as it does in all its hearings,
that the process is open, transparent and fair.

The Board notes the concern of parties over the suggestion by Board staff that
interrogatories be funneled through the Board, and that “culling and editing” may occur
before the Board sends the interrogatories to the applicants. The Board will require all
parties to send their interrogatories to the Board, and the Board panel (not Board staff)
reserves the right to combine and edit interrogatories for matters such as relevance,
duplication and excessive demands upon the applicants. The primary purpose of the
interrogatory process is to create a good record for the Board to assist it in making a
determination in this designation proceeding. The fact that this proceeding involves
multiple competitive applicants and has elements similar to a procurement process that
are absent from most Board proceedings calls for specific procedural approaches that
respect fairness and efficiency.

Some parties suggested that an oral hearing is necessary to ensure full participation
from non-applicant intervenors, particularly First Nation and Métis intervenors, and
intervenors from northern communities. The Board will evaluate the need for an oral
component to this proceeding, including the scope and location of any oral component,
as the hearing proceeds.

The Board will not adopt the proposal of the PWU to remove intervenor status from the
registered transmitters. The Board expects to receive useful information and
submissions from all intervenors.

Issue 18: Should the Board clarify the roles of the Board’s expert advisor, the
IESO, the OPA, Hydro One Networks Inc. and Great Lakes Power
Transmission LP in the designation process? If yes, what should
those roles be?
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The Board agrees with the description of the roles of the IESO and the OPA provided in
their respective submissions. The Board panel will not receive information from either
of these participants privately, and requires that any advice they have to offer be
provided on the record of the hearing. The Board expects that the OPA and the IESO
will remain neutral as between applicants. Consistent with the reply submissions from
the OPA and the IESO, the Board does not anticipate that the participation of these
entities in this proceeding will be affected by Bill 75, which contemplates their merger.

The Board panel will communicate with Board staff both on and off the record. The
panel will be vigilant to ensure that Board staff continues to remain neutral as between
other parties in the proceeding, and provides any new information or any opinion on the
record so that other parties may respond to it. The Board will not receive any advice off
the record from the Board’s expert advisor, and expects any information from this expert
to be placed on the record by Board staff.

HONI and GLPT must remain neutral as between applicants. The Board expects that
the primary role of these transmitters will be to respond to reasonable requests for
information. The Board would also appreciate receiving comment from these
transmitters on any technical matters, or matters affecting existing infrastructure, as
they see fit, through submissions in Phase 2 of the proceeding.

Issue 19: What information should Hydro One Networks Inc. and Great Lakes
Power Transmission be required to disclose?

The Board ruled on this issue in the Phase 1 Partial Decision and Order, dated June 14,
2012.

Issue 20. Are any special conditions required regarding the participation in the
designation process of any or all registered transmitters?

Issue 21. Are the protocols put in place by Hydro One Networks Inc. and Great
Lakes Power Transmission LP, and described in response to the
Board’s letter of December 22, 2011, adequate, and if not, should the
Board require modification of the protocols?

Issue 22. Given that EWT LP shares a common parent with Great Lakes Power
Transmission LP and Hydro One Networks Inc., should the
relationship between EWT LP and each of Great Lakes Power
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Transmission LP and Hydro One Networks Inc. be governed by the
Board’s regulatory requirements (in particular the Affiliate
Relationships Code) that pertain to the relationship between licensed
transmission utilities and their energy service provider affiliates?

Board staff did not suggest any particular measures to address the concerns raised by
issues 20 through 22, but asked that parties requesting such measures “explain the
harm they are seeking to prevent, how the proposed condition or measure mitigates that
harm without causing other harm, and whether the proposed condition or measure
should apply to all similar participants in the interest of fairness.”

EWT LP submitted that all designation applicants should be prohibited from working
together or coordinating the preparation of plans or strategies and, moreover, that any
party found to be coordinating or communicating with other designation applicants with
respect to their designation plans or designation strategy be disqualified. In their reply
submissions, a number of the other parties disagreed and, instead, suggested that a
prohibition of co-operative submissions or co-development agreements was not only
unwarranted but potentially counter-productive.

As discussed in the Board’s findings on issue 8, the Board will not prohibit co-operation
or co-ordination between the prospective applicants, whether among themselves or with
other parties. As there may be potential for certain parties to demonstrate that their co-
operation and co-ordination of efforts will be to the advantage of ratepayers, the Board
will not impose conditions to preclude this. However, the nature and extent of any co-
operation or co-ordination must be disclosed in the application(s).

A number of the parties submitted that there should be special conditions placed
specifically on EWT LP, generally in furtherance of the Board’s objective for a fair
process. In particular, these applicants point to a perceived informational advantage of
EWT LP given its relationship with HONI and GLPT, and submit that such advantage
should be negated by preventing the sharing of employees between them, or by
precluding EWT LP from participating altogether. Several of the parties submitted that
EWT LP’s relationship with HONI and GLPT should be governed by the Board’s Affiliate
Relationships Code for Electricity Distributors and Transmitters (“ARC”). As well, a
number of these parties suggested that the protocols put in place by HONI and GLPT
are insufficient to address data management and data access for shared employees,
and they proposed various remedies, including modifications to the protocols.
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EWT LP argued that the current protocols are adequate, and that they have effectively
served to ensure that no information from HONI and GLPT was or will be provided to
EWT LP that was or will not also be provided to all proponents. EWT LP also submitted
that it is neither an affiliate of HONI nor GLPT; that the activities of EWT LP are not
analogous to the activities of energy service providers; that EWT LP is comprised of
three arm’s length partners each of whom is unable to control EWT LP; and that,
ultimately, the circumstances for which the ARC was developed do not apply to their
circumstances.

The Board acknowledges the arguments of EWT LP that neither transmission
development nor participation in the designation process is an activity controlled by the
ARC and that no affiliate relationship exists between EWT LP and either of GLPT or
HONI. The Board also appreciates the point made by PWU that, as the licenses
currently stand, the ARC would not apply to many of the proponents.

In the Board’s view, while the ARC does not apply to the relationship between EWT LP
and each of HONI and GLPT, the types of harm that the ARC seeks to prevent in the
context of affiliate relationships can also exist in other contexts. The Board notes that
almost all of the parties to this proceeding have referred to HONI and GLPT as the
“incumbents”. While it is true that each of them (as well as CNPI) are transmission
utilities operating in the Province of Ontario, the position of HONI is unique. HONI has
information critical to the proposed East-West Tie line, as it owns the assets to which
the East-West Tie line will connect and, under the Reference Option, the East-West Tie
line will be located beside HONI's existing line and right of way. While GLPT, and to a
lesser extent CNPI, may have some knowledge of similar terrain and the local
transmission system, neither has the advantage of owning and operating an existing
line in this specific area, or of determining the conditions and costing related to
connection of the new line to the existing transmission system.

The Board believes that HONI and GLPT have been and will continue to be diligent in
following the existing protocols. However, the Board is not satisfied that the protocols
provide adequate protection against the inadvertent sharing or disclosure of information
between HONI and EWT LP, if they continue to share employees in Phase 2 of this
proceeding. While the Board is confident in the commitment of staff at HONI to not
intentionally share information with one applicant that is not also shared with all other
applicants, the legitimacy and integrity of this process requires that, going forward, there
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be no opportunity during Phase 2 of this process for the disclosure or sharing (whether
intentional or inadvertent) of any relevant information by HONI to EWT LP.

In order to avoid any real or perceived informational advantage, the Board will require
that EWT LP make arrangements to ensure that no individual will be performing work
concurrently for HONI and EWT LP during Phase 2 of this proceeding. This condition
will be effective as of fifteen days from the date of issuance of this decision until the
close of the record in Phase 2 of this proceeding.

Employees engaged by EWT LP must be placed in the position where they cannot
inadvertently acquire advantageous information from employees currently employed by
HONI, and, therefore, the work location of EWT LP must also be physically separated
from the HONI offices until the record is closed in Phase 2 of this proceeding. This
means, at a minimum, that HONI and EWT LP must not share a computer system or
other data management system, and must occupy separate premises.

EWT LP’s continued participation as an intervenor and as a registered transmitter is
dependent on compliance with these conditions, as well as its role in adhering to the
protocols established by HONI and GLPT.

Except for this ruling requiring a separation of employees and premises between EWT
LP and HONI, the Board will not impose regulatory conditions governing the relationship
between EWT LP and each of HONI and GLPT. However, the Board reminds both
HONI and GLPT that careful separation of costs attributable to EWT LP’s creation and
participation in the designation process must be maintained.

Issue 23: What should be the required date for filing an application for
designation?

The Board has considered the various timelines, and reasons for those timelines,
proposed in the submissions on this issue. The Board finds that it will require
applications for designation to be filed no later than January 4, 2013. This filing date
should allow sufficient time for the preparation of applications, and is consistent with the
period of six months which many transmitters proposed. The Board is of the view that
this relatively generous timeline is appropriate because this is the first designation
proceeding for transmission in Ontario, and all parties may need time to resolve matters
related to the provision of information and the preparation of plans.
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THE BOARD ORDERS THAT:

1. The Board adopts the filing requirements attached as Appendix A to this decision
for the purpose of applications for designation to undertake development work for
the East-West Tie line.

2. EWT LP must make arrangements so as to ensure that no individual will be
performing work concurrently for HONI and EWT LP during Phase 2 of this
designation proceeding, and the work location of EWT LP must also be
physically separated from the HONI offices as described in this decision. This
condition will be effective as of fifteen days from the date of issuance of this
decision until the close of the record in Phase 2 of this proceeding. EWT LP
must provide confirmation to the Board that this condition has been implemented,
within 21 days of the date of this decision.

3. Alicensed transmitter seeking designation to undertake development work for
the East-West Tie line must file its application for designation no later than
January 4, 2013.

Cost Claims for Phase 1 of the Proceeding

On March 30, 2012, the Board issued its Decision on Intervention and Cost Award
Eligibility. Procedural Order No. 2 issued on April 16, 2012 also, to some extent, dealt
with the issues of interventions and cost award eligibility. As a result of these orders,
certain parties have been ruled eligible to apply for cost awards in both phases of this
designation proceeding and certain other parties have been ruled eligible to apply for
limited cost awards relating to their attendance at an all party conference in Phase 1 of
this designation proceeding.

In total, nine parties have been determined to be eligible to apply for cost awards in both
phases of this designation proceeding. These parties will be referred to as the "eligible
parties”. They are:

e the coalition representing the City of Thunder Bay, Northwestern Ontario
Associated Chambers of Commerce and Northwestern Ontario Municipal
Association;
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the coalition representing the Municipality of Wawa and the Algoma Coalition;
Consumers Council of Canada,

MNO:;

National Chief's Office on Behalf of the Assembly of First Nations;
Nishnawbe-Aski Nation;

Northwatch;

PRFN; and

SEC.

Each of the following parties has been granted eligibility for an award of costs up to a
maximum of 12 hours if it attended the all party conference in Phase 1 of this
proceeding on March 23, 2012:

Association of Major Power Consumers in Ontario (“AMPCQO”);
Building Owners and Managers Association Toronto (“BOMA”);
Canadian Manufacturers and Exporters (“CME”"); and

Energy Probe Research Foundation (“Energy Probe”).

The cost awards to the eligible parties, the cost awards to AMPCO, BOMA, CME and
Energy Probe, and the Board’s own costs will be recovered from licensed transmitters
whose revenue requirements are recovered through the Ontario Uniform Transmission
Rate (and the costs will be apportioned between the transmitters based on their
respective transmission revenues). These transmitters are:

CNPI;

Five Nations Energy Inc. (“FNEI");
GLPT; and

HONI.

A schedule for claiming cost awards for Phase 1 is provided in the Board’s order below.
A decision and order on cost awards will be issued after these steps have been
completed.
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Furthermore, parties claiming cost awards are reminded that they must submit their cost
claims in accordance with the Board’s Practice Direction on Cost Awards and ensure
that their claims are consistent with the Board’s required forms and the Cost Awards
Tariff.

THE BOARD FURTHER ORDERS THAT:

1. Eligible parties shall submit their cost claims for Phase 1 of the Designation
Proceeding by July 26, 2012. A copy of the cost claim must be filed with the Board
and one copy is to be served on each of CNPI, FNEI, GLPT and HONI.

2. AMPCO, BOMA, CME and Energy Probe shall submit their cost claims up to a
maximum of 12 hours if they attended the all party conference in Phase 1 of the
Designation Proceeding on March 23, 2012 by July 26, 2012. A copy of the cost
claim must be filed with the Board and one copy is to be served on each of CNPI,
FNEI, GLPT and HONI.

3. CNPI, FNEI, GLPT and HONI will have until August 2, 2012 to object to any aspect
of the costs claimed. A copy of the objection must be filed with the Board and one
copy must be served on the party against whose claim the objection is being made.

4. The party whose cost claim was objected to will have until August 9, 2012 to make
a reply submission as to why its cost claim should be allowed. A copy of the
submission must be filed with the Board and one copy must be served on the party
who objected to the claim.

All filings with the Board must quote the file number EB-2011-0140, and be made

through the Board’s web portal at www.errr.ontarioenergyboard.ca, and consist of two
paper copies and one electronic copy in searchable / unrestricted PDF format. Filings
must be received by the Board by 4:45 p.m. on the stated date. Parties should use the

Phase 1 Decision and Order 27
July 12, 2012


www.errr.ontarioenergyboard.ca

Ontario Energy Board EB-2011-0140
Designation: East-West Tie Line

document naming conventions and document submission standards outlined in the
RESS Document Guideline found at www.ontarioenergyboard.ca. If the web portal is
not available, parties may e-mail their documents to the attention of the Board Secretary
at BoardSec@ontarioenergyboard.ca.

DATED at Toronto, July 12, 2012
ONTARIO ENERGY BOARD

Original Signed By

Kirsten Walli
Board Secretary
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FILING REQUIREMENTS

EAST-WEST TIE DESIGNATION APPLICATIONS

An application for designation will contain three main sections. Together, these
sections of the application address the Board’s decision criteria for the East-West Tie
line designation process:

(A)

1.

(A) Evidence addressing the capability of the applicant to carry out the East-
West Tie line project;

(B) The applicant’s Plan for the East-West Tie line; and
(C) Other factors.

CAPABILITY OF THE APPLICANT

Background Information

The applicant must provide the following information:

11

1.2

1.3

1.4

1.5

1.6

the applicant’s name;
the applicant’s OEB transmission licence number;

any change in information provided as part of the transmitter’s licence
application;

confirmation that the applicant has not previously had a licence or permit revoked
and is not currently under investigation by any regulatory body;

confirmation that the applicant is committed to the completion of the development
work for the East-West Tie line, and to the filing of a leave to construct
application for the line, to the best of its ability;

a statement from a senior officer that the application for designation is complete

and accurate to the best of his/her information and belief;
1
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1.7

1.8

2.

an indication of whether the applicant is willing to be named as a runner up
designated transmitter and a statement of any conditions necessary to this role.

a description of any co-ordination or co-operation with other parties that has
contributed to this application.

Organization

The applicant shall identify how, from an organizational perspective, it intends to
undertake the East-West Tie line project. The applicant must file:

2.1

2.2

2.3

2.4

3.

an overview of the organizational plan for undertaking the project, including:
e any partnerships or contracting for significant work;

¢ identification and description of the role of any third parties that are
proposed to have a major role in the development, construction, operation
or maintenance of the line; and

¢ a chart to illustrate the organizational structure described.

identification of the specific management team for the project, with resumés for
key management personnel.

an overview of the applicant’s experience with:
¢ the management of similar projects; and

e regulatory processes and approvals related to similar projects.

an explanation of the relevance of the applicant’s experience to the East-West
Tie line project.

First Nation and Métis Participation

The applicant must address its approach to First Nation and Métis participation in the
East-West Tie line project. To that end, the applicant must file evidence of one of the
following:
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3.1

3.2

3.3

4.

If arrangements for First Nation and Métis participation have been made, a
description of:

¢ the First Nation and Métis communities that will be participating in the
project;

¢ the nature of the participation (e.g. type of arrangement, timing of
participation);

¢ benefits to First Nation and Métis communities arising from the
participation; and

e whether participation opportunities are available for other First Nation and
Métis communities in proximity to the line.
If arrangements for First Nation and Métis participation have not been made but
are planned, a description of:

¢ the plan for First Nation and Métis participation in the project, including the
method and schedule for seeking participation;

¢ the nature of the planned participation; and
¢ the planned benefits to First Nation and Métis communities arising from

the participation;

If no First Nation or Métis participation in the project is planned, detailed reasons
for this choice.

Technical Capability

The applicant must demonstrate that it has the technical capability to engineer, plan,
construct, operate and maintain the line, based on experience with projects of
equivalent nature, magnitude and complexity. To that end, the following must be filed:

4.1

a discussion of the type of resources, including relevant capability (in-house
personnel, contractors, other transmitters, etc.) that would be dedicated to each
activity associated with developing, constructing, operating and maintaining the
line, including:
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design;

engineering;

material and equipment procurement;

licensing and permitting;

completion of environmental assessment and other regulatory approvals;
consultations, both with First Nation and Métis, and other communities;
construction;

operation and maintenance; and

project management.

4.2  resumés for key technical team personnel,

4.3 A description of sample projects, and other evidence of experience in Ontario
and/or other jurisdictions in developing, constructing and operating transmission
lines or other infrastructure and why these projects and experience are relevant
to the East-West Tie line project. The evidence should include a description of
experience with:

the acquisition of land use rights from private landowners and the Crown;
the acquisition of necessary permits from government agencies;

obtaining environmental approvals similar to the environmental approvals
that will be necessary for the East-West Tie line;

community consultation; and

completion of the procedural aspects of Crown consultation with First
Nation and Métis communities.

4.4  Evidence that the applicant’s business practices are consistent with good utility
practices for the following:

design;
engineering;
material and equipment procurement;

right-of-way and other land use acquisitions;
4
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¢ licensing and permitting;

e consultations, both with First Nation and Métis, and other communities
e construction;

e oOperation and maintenance,

e project management;

e safety;

e environmental compliance; and

e regulatory compliance

4.5 A description of:

¢ the challenges involved in achieving the required capacity and reliability of
the East-West Tie line, including challenges related to terrain and weather;
and

¢ the plan for addressing these challenges though the design and
construction of the line (e.g. number and spacing of towers, planned
resistance to failure).

5. Financial Capacity

The applicant must demonstrate that it has the financial capability necessary to develop,
construct, operate and maintain the line. To that end, the applicant shall provide the
following:

5.1 evidence that it has capital resources that are sufficient to develop, finance,
construct, operate and maintain the line;

5.2  evidence of the current credit rating of the applicant, its parent or associated
companies;

5.3 evidence that the financing, construction, operation, and maintenance of the line
will not have a significant adverse effect on the applicant’s creditworthiness or
financial condition;

5.4  the applicant’s financing plan, including:

5
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5.5

5.6

5.7

5.8

(B)

6.

e the estimated proportions of debt and equity; and

¢ the estimated cost of debt and equity, including:
- the use of variable and fixed cost financing;
- short-term and long-term maturities; and
- adiscussion of how the project might impact the applicant’s cost of
debt.

if the financing plan contemplates the need to raise additional debt or equity,
evidence of the applicant’s ability to access the debt and equity markets;

evidence of the applicant’s ability to finance the project in the case of cost
overruns, delay in completion of the project and other factors that may impact the
financing plan;

evidence of the applicant’s experience in financing similar projects;

the identification of any alternative mechanisms (e.g., rate treatment of
construction work in progress) that the applicant is requesting or likely to
request.’

PLAN FOR THE EAST-WEST TIE LINE

Proposed Design

The applicant must provide an overview of its proposed design for the East-West Tie
line including:

6.1

a summary description of how the Plan meets the specified requirements for the
East-West Tie Line to the extent known at the time of the designation application.
This could include the items listed below as well as any other relevant
information the applicant may wish to provide. For items that are unknown, the
applicant should describe the method and criteria for determination.
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¢ length of the proposed transmission line;
e number of circuits;
e voltage class;

¢ load carrying capacity;
- summer continuous rating (MVA)?: and
- summer emergency rating (MVA)? ;

e resulting total transfer capability for the East-West Tie line (MW);
¢ anticipated lifetime of the line;

e structures and conductors
- number and average spacing of towers;
- tower structure types (lattice, monopole, etc.) and composition
(wood, steel, concrete, hybrid, etc.);
- conductor size and type; and
- protection against cascading failure and conductor galloping;

e design assumptions; and

e other relevant transmission facility characteristics.

6.2  confirmation that the line will interconnect with the existing transformer stations at
Wawa and Lakehead, and an indication of whether the line will be switched at the
Marathon transformer station.

6.3 asigned affidavit from an officer of the licensed transmitter to confirm:

!See Report of the Board on The Regulatory Treatment of Infrastructure Investment in connection with
the Rate-regulated Activities of Distributors and Transmitters in Ontario.

% Based on an operating voltage of 240 kV, ambient temperature of 30°C and conductor temperature of
93°C

¥ Based on an operating voltage of 240 kV, ambient temperature of 30°C and conductor temperature of
127 °C
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o that the line will be designed to meet or exceed the existing NERC, NPCC

and IESO reliability standards; and

that the line will be designed to meet or exceed the Board’s Minimum
Technical Requirements; or documentation of where the applicant seeks
to differ from the Minimum Technical Requirements and evidence as to the
equivalence or superiority of the proposed alternative option.

6.4  anindication as to whether the Plan will be based on the Reference Option for
the East-West Tie line. Where the Plan is not based on the Reference Option,
the applicant must file:

a description of the main differences between the applicant’s Plan and the
Reference Option;

a description of the interconnection of the line with the relevant transformer
stations; and

a Feasibility Study performed by the IESO, or performed to IESO
requirements.

6.5 a brief description which highlights the strengths of the Plan, which may include:

any technological innovation proposed for the line;

reduction of ratepayer risk for the costs of development, construction,
operation and maintenance,;

how the plan satisfies the identified need for the line at a lower cost than
other options;

local benefits (e.g. employment, partnerships); and

enhanced reliability for the transmission grid.

6.6 anindication as to whether the applicant’s present intention is to own and
operate the line once the line is in service.
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7. Schedule
The applicant must file, as part of its Plan:

7.1 aproject execution chart showing major milestones for both line development
and line construction phases of the project.

7.2  for the development phase of the project:

¢ a detailed line development schedule identifying significant milestones that
are part of the development phase of the project, and estimated dates for
completing these milestones;

e proposed reporting requirements for the development phase;

e proposed consequences for failure to meet the required performance
milestones and reporting requirements for the development phase;

e a chart of the major risks to achievement of the line development
schedule, indicating the likelihood of the item (e.g. not likely, somewhat
likely, very likely) and the severity of its effects on the schedule (e.g.
minor, moderate, major); and

e a description of the applicant’s strategy to mitigate or address the
identified risks.

7.3  for the construction phase of the project:

e a preliminary line construction schedule identifying significant milestones
that are part of the construction phase of the project, and estimated dates
for completing these milestones;

e proposed reporting requirements for the construction phase;

e proposed consequences for failure to meet the required performance
milestones and reporting requirements for the construction phase;

e proposed in-service date for the line (can be 2017 or another date);

e a chart of the major risks to achievement of the construction schedule,

indicating the likelihood of the item (e.g. not likely, somewhat likely, very
9
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7.4

7.5

8.

likely) and the severity of its effects on the schedule (e.g. minor, moderate,
major); and

e a description of the applicant’s strategy to mitigate or address the
identified risks.

evidence of the applicant’s past experience in completing similar transmission
line or other infrastructure projects within planned time frames. Such evidence
could include a comparison of the construction schedule filed with a regulator
when seeking approval to proceed with a transmission line project and the actual
completion dates of the milestones identified in the schedule.

any innovative practices that the applicant is proposing to use to ensure
compliance with, or accelerate, the line development and line construction
schedules.

Costs

As part of its Plan, the applicant must file a summary of the total costs associated with
the Plan, divided into development costs, construction costs and operation and
maintenance costs. In addition, the applicant must file:

8.1

8.2

the amount already spent for preparation of an application for designation, and
an estimate of remaining costs to achieve designation.

the estimated total development costs of the line, broken down by the following
categories of cost:

e permitting, licensing, environmental assessment and other regulatory
approvals

e engineering and design

e procurement of material and equipment;

e costs of the acquisition of land use rights, First Nation and Métis
participation, and consultations with landowners, municipalities, the public
and First Nation and Métis communities;

10
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8.3

8.4

8.5

8.6

8.7

8.8

8.9

e contingencies; and

e other significant expenditures.

the basis for and assumptions underlying the development cost estimates, and a
description of how the applicant plans to manage the cost of development;

a schedule of development expenditures.

a chart of the major risks that could lead the applicant to exceed the line
development budget, indicating the likelihood of the item (e.g. not likely,
somewhat likely, very likely) and the severity of its effects on the budget (e.g.
minor, moderate, major), and a description of the applicant’s strategy to mitigate
or address the identified risks.

a statement as to the allocation between the applicant and transmission
ratepayers of risks relating to costs of development. For example:

e if the costs of development are less than budgeted, does the applicant
propose to recover only spent costs, or all budgeted costs (spent and
unspent) or spent costs plus a portion of unspent cost (savings sharing)?
and

¢ if the costs of development exceed budgeted costs, does the applicant
plan to seek recovery of the excess costs?

an estimated budget for the construction of the line. This budget and its elements
may be expressed as a range. If a range is used, the applicant must provide an
explanation for the width of the range;

if the Plan is not based on the Reference Option, evidence as to the difference in
cost (positive or negative) of work required at the transformer stations to which
the line connects, and at any other location identified by the IESO.

a list of the major risks that could lead the applicant to exceed the line
construction budget, and the applicant’s strategies to mitigate or address those
risks.

11



Ontario Energy Board EB-2011-0140

Filing Requirements
Designation: East-West Tie Line

8.10

8.11

8.12

9.

evidence of the applicant’s past experience in completing similar transmission
line projects within planned construction budgets. Such evidence could include a
comparison of the budget filed with a regulator when seeking approval to
proceed with a transmission line project and the actual costs of the project.

a statement as to the allocation between the applicant and transmission
ratepayers of the risks relating to construction costs;

the estimated average annual cost of operating and maintaining the line. This
cost may be expressed as a range. If a range is used, the applicant must provide
an explanation for the width of the range.

Landowner, Municipal and Community Consultation

The applicant must demonstrate the ability to conduct successful consultations with
landowners, municipalities and local communities. In addition, the designated
transmitter will be required to satisfy environmental and other requirements that are
outside the jurisdiction of the Board.

As part of its Plan, the applicant must file:

9.1

9.2

an overview of:

¢ the rights-of-way and other land use rights, presented by category, that
would need to be acquired for the purposes of the development,
construction, operation and maintenance of the line;

¢ the applicant’s plan for obtaining those rights; and

e a description of any significant issues anticipated in land acquisition or
permitting and a plan to mitigate them.

a landowner, municipal and community consultation plan for the line, including:

¢ identification of the categories of parties to be consulted,;

12
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¢ the applicant’s plan for consultation for each party or category of party,
including method and tentative schedule in relation to the overall project
schedule; and

e A description of any significant issues anticipated in consultation and a
plan to mitigate them.
9.3 If the applicant has identified a proposed route for the line, the applicant must file
a general description of the planned route for the line and may include:
e approximate right-of-way width;

e approximate portion of the route that is:
- adjacent to the existing corridor (%); or
- along a new corridor (%):

¢ a brief description of the environmental challenges posed by the proposed
route; and

e an estimate of ownership by category of lands along the proposed route:
- Crown (federal or provincial) (%);
- Private (%);
- First Nation or Métis (%); and
- Other (%).

9.4 If a proposed route for the line has not been identified, the applicant must file:
e a list of alternative routes;

e an explanation of the method and decision criteria for route analysis and
selection; and

¢ the planned schedule for route selection.
10.  First Nation and Métis Consultation

The applicant must demonstrate the ability to conduct successful consultations with
First Nation and Métis communities, as may be delegated by the Crown.

As part of its Plan, the applicant must file:
13
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Filing Requirements
Designation: East-West Tie Line

10.1 a proposed First Nation and Métis consultation plan, including:

e a list of First Nation and Métis communities that may have interests
affected by the project;

e an approach for engaging with affected First Nations and Métis
communities, along with rationale or other justification for such an
approach;

e a description of any significant First Nation or Métis issues anticipated in
consultation and a plan to address them;

e an overview of expected outcomes from the proposed consultation plan.

10.2 evidence of experience in undertaking procedural aspects of First Nations and

(©)

Métis consultation in the development, construction or operation of transmission
lines or other large construction projects. If applicable, previous engagement or
existing relationships with the First Nation and Métis communities to be engaged.

OTHER FACTORS

The applicant should provide any other information that it considers relevant to its
application for designation, for example, any distinguishing features of the
application.

14
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1 INTRODUCTION AND SUMMARY

This is the Decision of the Ontario Energy Board (OEB) in response to a request by
Upper Canada Transmission Inc. (UCT) for approval to recover certain costs associated
with its development of the East-West Tie project and to approve an updated
development schedule.

In a decision dated August 7, 2013, the OEB designated UCT to develop the East-West
Tie line. The designation gave UCT an economic incentive to develop the line. A
development budget of $22.4 million was approved to be recovered from ratepayers,
even if the line was eventually not needed. In a further decision and order dated
September 26, 2013, the OEB approved the development schedule filed by UCT which
presumed that the line needed to be in service by the first half of 2018.

On September 30, 2014, the former Ontario Power Authority (OPA) wrote to the OEB
recommending that the in-service date of 2018 be extended to 2020, and that the
development schedule be reconsidered to recognize that the pace of mining and other
infrastructure in Northwestern Ontario, which drove the need for the line, had slowed.
The OEB directed UCT to work with the OPA to create revised development and
reporting schedules.

UCT filed a request on May 15, 2015 that was updated on June 24, 2015, asking the
OEB to approve a revised schedule for the development of the East-West Tie line
consistent with a new in-service date of 2020 and development costs of $20.37 million
in addition to the approved development budget of $22.4 million. UCT asked that the
incremental development costs be approved on the same basis as the original
development budget and that they be recovered even if the line is not needed.

The OEB denies the request for approval of the recovery of additional development
costs. The OEB finds that the deferral account for the actual costs of development can
continue to be used to record development costs incremental to the original approved
budget for future review of the prudence and reasonableness of those costs.

Decision and Order 1
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2 BACKGROUND

The Ontario Government’s Long Term Energy Plan of November 2010 identified five
priority transmission projects, one of which was the reinforcement of the East-West Tie,
an electricity transmission line running between Thunder Bay and Wawa, Ontario. On
March 29, 2011, the Minister of Energy wrote to the OEB to express the government’s
interest in the OEB undertaking a designation process for selecting a transmitter to
develop this line.

The OEB initiated the EB-2011-0140 proceeding as a competitive process to designate
a transmitter for the East-West Tie project. The proceeding involved multiple
competitive applicants. The transmitter that was eventually designated would receive
an economic incentive to proceed with development of the transmission line: recovery of
the costs to develop the line, up to the budgeted amount approved by the Board. The
recovery of the budgeted development costs would be allowed even if the line was
found to be unnecessary, provided that there was no fault on the part of the transmitter.

The August 2013 decision named UCT as the designated transmitter. The OEB found
the development costs of $22.4 million budgeted by UCT to be reasonable (Board-
Approved costs). The August 2013 decision required UCT to report to the OEB on a
monthly basis on the progress of the project. At the time of the decision, the presumed
timing for filing a leave to construct application was early 2015.

In the OEB’s September 2013 decision which approved the development schedule filed
by UCT, the OEB also approved a Development Cost Deferral Account (DCDA) to be
used by UCT to record the actual costs of development from the date of the August
2013 decision up to the date of filing of a leave to construct application. As part of its
approval of the DCDA, the OEB approved the inclusion of sub-account (12) - a
“contingency” account to allow the recording of engineering and design costs incurred
in excess of the costs budgeted in UCT’s designation application. The OEB also
approved the inclusion of sub-account (13), an account to record costs incurred for
development activities not identified in other sub-accounts. UCT was expected to file a
proposal for the disposition of the DCDA at the time it applied for leave to construct the
East-West Tie line.

As set out earlier, the former OPA wrote to the OEB on September 30, 2014 to
recommend that the in-service date of 2018 be extended to 2020, and that the
development schedule be reconsidered. The OPA also recommended that UCT
consider a possible route through the Pukaskwa National Park and that the

Decision and Order 3
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environmental assessment and leave to construct applications be filed for approval
sequentially, rather than in parallel.

In a letter dated October 29, 2014, the OEB directed UCT to work with the OPA to
produce revised development and reporting schedules. The OEB required that a
revised development schedule include, at a minimum: (a) the proposed in-service date
for the line; (b) a revised development schedule, including past milestones achieved
and future milestones with proposed completion dates; and (c) a proposal for the
frequency of reporting to the OEB. UCT was also asked to consider the impact on costs
of the revised development schedule.

In a letter dated December 19, 2014, UCT provided a new development schedule
reflecting a proposed in-service date of December 2020, based on the OPA’s most
current information regarding need for the line. The schedule included both past
milestones achieved and future milestones, with proposed completion dates, for
development work on the project. UCT proposed a new target date of December 15,
2017 for filing a leave to construct application and stated that the establishment of a
new target date for the leave to construct application would necessarily extend the
development period for the East-West Tie project. UCT also proposed changing the
frequency of reporting during the extended development period from monthly to
guarterly as this would allow cost savings to be achieved without compromising
transparency or timeliness of reporting.

UCT also stated that it would incur costs in excess of the Board-Approved Costs over
the extended development period and said that it would seek approval for the recovery
of these incremental costs.

On January 22, 2015 the OEB issued a decision which relieved UCT of the obligation to
comply with three milestones in the existing schedule and reduced the frequency of
reporting from monthly to quarterly. The OEB did not approve the development
schedule due to the uncertainty of the routing of the East-West Tie line through the
park. The OEB required the Independent Electricity System Operator (IESO)* to
provide updates on the need for the East-West Tie on December 15 of 2015 and 2016,
and at other times as required by the OEB.

The OEB also required UCT to answer several questions as part of its anticipated filing
and to provide the following details if it intended to seek approval for recovery of
development costs in addition to those included in the Board-Approved costs: (a) a

! The OPA merged and amalgamated with the IESO on January 1, 2015 and is referred in this decision
from this date on as the IESO.
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breakdown of the incremental development costs by activity; (b) an explanation of the
need for the incremental development costs; and (c) an indication of whether the
incremental development costs were originally included in the budget for the
construction phase of the project.

Decision and Order 5
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3 THE APPLICATION

On May 15, 2015, UCT responded to the OEB’s January 2015 decision with a filing that
was later updated on June 24, 2015.

In the May 15, 2015 filing, UCT asked the OEB to approve:

a) A revised schedule for the development of the East-West Tie line consistent with
a new in-service date of 2020, which is supported by the IESO; and

b) Development costs of $23.2 million in addition to the Board-Approved costs of
$22.4 million.

On June 1, 2015, UCT was notified by Parks Canada that access to the Pukaskwa
National Park would not be allowed. Based on this information, UCT ceased all efforts
to pursue authorization to study the park and removed the Park Study costs, amounting
to $2.9 million from the development budget. As a result, UCT submitted an updated
development schedule and additional development costs of $20.37 million in a filing
dated June 24, 2015.

UCT broke down the additional development costs into the following categories:

1) Extension costs — activities to address the extension to the development period
contemplated by the OPA’s September 30, 2014 letter ($8.80 million)

2) Budget Variance/Scope Change costs — activities that are either required as a
result of project scope changes or that have increased materially in cost since
the 2013 designation proceeding ($8.61 million)

3) Phase Shift costs — activities initially planned for one project phase that have now
moved into another project phase (processes involving the environmental
assessment and land matters that would have occurred during the leave to
construct phase that are now in the development phase) ($1.0 million)

4) Contingency costs (for known risks such as variability in land acquisition; funding
for additional events and investments into local communities; studies related to
species at risk; additional administrative and management costs and unknown
risks allocated to each work stream) ($1.96 million)

UCT requested that these additional costs be approved for recovery from ratepayers in
the same manner and on the same basis as the Board-Approved costs.
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On July 9, 2015, the OEB issued an Invitation to Comment inviting the IESO, AltaLink
Ontario LP (the designated runner-up in the competitive process) and OEB staff to
comment on the May 15 and June 24 filings by UCT. Each of these patrties filed
submissions in response. Submissions were also made by the School Energy Coalition
(SEC) and the Algoma Coalition.

The IESO submission supported the East-West Tie project and the continuation of the
development work, noting that the revised schedule is reflective of the IESO’s most
current information regarding the need for the East-West Tie project. AltaLink Ontario
LP submitted that while it is reasonable that the in-service delay will result in some
measure of increased costs, without a detailed examination of the work and
expenditures to date, it is difficult to precisely estimate the extent of these increases.

OEB staff submitted that the original approved development budget was found to be a
reasonable incentive for the East-West Tie project and that the OEB should not commit
further ratepayer funds at this time to the development of the line. OEB staff submitted
in the alternative that if the OEB were to find that development costs related to the delay
of the in-service date should be recoverable on the same basis as the Board-Approved
costs, then costs in two of the categories can reasonably be considered to be related to
the in-service delay: Category 1, Extension costs ($8.80 million) and Category 3, Phase
Shift costs ($1.0 million). However, OEB staff noted that none of the costs had been
subjected to a competitive process or otherwise tested.

SEC argued that the OEB has failed to give proper notice to affected parties and that no
order can be made approving the relief sought by UCT without a hearing. The Algoma
Coalition supported SEC’s position.

UCT originally requested in its May 15, 2015 filing that the extended development
period costs be approved “in the same manner, and on the same basis” as the Board-
Approved costs and that the OEB is empowered to make such an order under the same
authority that it exercised in making its determinations with respect to the Board-
Approved costs.

In its reply submission, UCT proposed that in order to avoid the time and expense of
additional process, it would be prepared to accept a compromise solution, if the OEB
were to approve recovery of $9.80 million (being the total of Extension and Phase Shift
costs). UCT considered that a lengthy process to consider the requests made in its
filings could jeopardize the in-service date of the East-West Tie Project.
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4 CONCLUSION AND DECISION

4.1 Development Costs

The OEB denies the request for the recovery of additional development costs in the
manner proposed by UCT. The OEB does not consider that any of the costs put
forward by UCT as extended development period costs to be akin to the Board-
Approved costs in such a way that would lead to an acceptance of them without further
scrutiny of the prudence and reasonableness of these costs.

UCT argues that the costs should be approved in the same manner and on the same
basis as the Board-Approved Costs. The manner in which the OEB approved the
budgeted development costs cannot be replicated at this juncture. The OEB’s process
of establishing Decision Criteria in Phase One of the East-West Tie process and then
undertaking a comparative analysis of submitted proposals by the applicants in Phase
Two formed a comprehensive competitive process. The OEB relied on the business
interests of those submitting proposals to determine the reasonableness of the cost
levels. The anticipated costs that UCT has submitted are not defined within the same
development cost elements as the original costs, nor are they subject to any competitive
forces. In the OEB’s view, prudence has not been determined in either the nature or the
guantum of the costs.

At the time it applied for designation, UCT was aware of the limitations of the approval
granted for recovery of development costs. The OEB, in its Phase 1 Decision and
Order, stated that transmitters seeking designation should be aware that development
costs in excess of budgeted, Board-Approved costs would not necessarily be recovered
from ratepayers and would be subject to a prudence review, which will include
consideration of the reasons for overages. The OEB also noted that the leave to
construct proceeding would provide an opportunity for the OEB to assess the
reasonableness of any deviations from the development budget and other aspects of
the designated transmitter’s plan. Based on this understanding, the applicants
submitted their proposed budget for development costs as part of the Phase 2
designation process.

The OEB does not accept that development costs not anticipated as part of the original
project premise are automatically afforded the same assurance of recovery as the
originally budgeted development costs, absent any examination of the reasonableness
of the costs and an evaluation of the expected assumption of normal business risks in
determining what should be recovered from ratepayers.
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The OEB remains of the view that the established parameters of the DCDA adequately
facilitate the tracking of unanticipated costs for full review at a later date.

4.2 Development Schedule and Reporting

UCT proposed a new schedule for development work on the East-West Tie project in a
letter to the OEB dated December 19, 2014. That schedule was updated in UCT’s
filings of May 15, 2015 and June 24, 2015. No person commenting on the application
proposed any changes to the updated schedule. The IESO confirmed in its submission
that the proposed development schedule aligns with the IESO’s most current
information with respect to the need for the line.

The OEB has reviewed the updated development schedule filed by UCT on June 24,
2015 and finds the proposed schedule acceptable. The OEB will require UCT to
continue to report quarterly to the OEB, commencing on January 15, 2016.
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5 ORDER

The Ontario Energy Board orders that:

1. The Updated Extended Development Schedule filed by UCT on June 24,
2015 is approved and replaces the Revised Development Schedule attached
at Appendix 1 to the September 2013 Order.

2. UCT is required to continue to report to the OEB quarterly on the matters as
set out in the OEB’s decision of January 22, 2015, commencing on January
15, 2016.

All filings to the OEB must quote file number EB-2015-0216 and be made electronically
through the OEB’s web portal at www.pes.ontarioenergyboard.ca/eservice/ in
searchable/unrestricted PDF format. Two paper copies must also be filed at the OEB’s
address provided below. Filings must clearly state the sender’s name, postal address
and telephone number, fax number and e-mail address. Parties must use the document
naming conventions and document submission standards outlined in the RESS
Document Guideline found at www.ontarioenergyboard.ca/OEB/Industry. If the web
portal is not available parties may email their documents to the address below. Those
who do not have internet access are required to submit all filings on a CD in PDF
format, along with two paper copies. Those who do not have computer access are
required to file 7 paper copies.

All communications should be directed to the attention of the Board Secretary at the
address below, and be received no later than 4:45 p.m. on the required date.

ADDRESS

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27th Floor

Toronto ON M4P 1E4

Attention: Board Secretary

E-mail: boardsec@ontarioenergyboard.ca
Tel: 1-888-632-6273 (Toll free)

Fax: 416-440-7656
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DATED at Toronto, November 19, 2015
ONTARIO ENERGY BOARD
Original Signed By

Kirsten Walli
Board Secretary
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