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Tuesday, February 11, 2020
--- On commencing at 9:36 a.m.

MR. SIDLOFSKY:  Good morning, everybody.  My name is James Sidlofsky, and I am counsel with the Ontario Energy Board in this matter.  We're here today for the technical conference on Hydro One Networks Inc.'s application under section 92 of the Ontario Energy Board Act, 1998, seeking leave to upgrade certain transmission line and station facilities in the Barrie and Innisfil area of Ontario, together with certain related relief.

This technical conference was ordered by the Board through Procedural Order No. 2 dated January 23rd, 2020. In that procedural order the OEB found that it was appropriate to provide for a technical conference for clarification of interrogatory responses, and the Board discussed its expectations with respect to the scope of the technical conference.

As many if not all of you will know, technical conferences do not take place in front of the panel of Board members who are hearing the case, but they're transcribed, and the transcript forms part of the record in the proceeding.

This proceeding is also being broadcast and will be on the air throughout the conference with the exception of breaks.
Procedural Matters:


There's been no request for confidential treatment of any material in this proceeding.  So I won't give my usual caution about that, but if a matter does arise where people may be prepared to present confidential material, we should discuss that before that happens.

The other procedural matter I would like to remind parties of is that this is a technical conference.  It's not intended to be cross-examination on the evidence, but rather clarification of the evidence that is in the interrogatory responses provided by Hydro One.  Now, it's a bit of an unusual situation here because it is only Board Staff who will be asking you questions today.  But I will -- I mention that for the benefit of counsel to Hydro One and the other parties on the applicant side.

Finally, before we go into appearances, just a reminder about when a technical matter, particularly for witnesses, and I think for my colleague as well, I am sure many of you have been here before, but for those who haven't or forgotten, there is a button and a green light by each of the microphones.  That button controls the microphone, so please ensure that the green light is on before you ask or answer a question, and that will indicate that your microphone is on and that the court reporter can hear you, and because the microphone buttons are paired, if you turn your own off and your colleague is asking a question, then your colleague will lose their microphone as well.

The -- as you know, only OEB Staff will be asking questions of the witnesses today, and if it looks like the questions will be continuing through the morning, I expect to have a break this morning at around 11:00.  We will think about a lunch break depending on how long the questions go.

On that note, I think we can start with appearances, and I will start with OEB Staff.  With me are David Martinello, an advisor in generation and transmission, and Mr. Martinello is the case manager for this matter; Michael Price, project advisor in generation and transmission; and Donna Kwan, project advisor in regulatory accounting.  I have also with me Nancy Marconi, manager of generation and transmission applications.

If I could have other appearances, please.
Appearances:


MR. ENGELBERG:  Good morning.  My name is Michael Engelberg.  I am counsel to Hydro One Networks Inc., the applicant in this matter.  To my immediate left is Joanne Richardson; to her immediate left is Andrew Flannery.  Both of them are from our regulatory affairs group.

MR. SIDLOFSKY:  Thanks, Mr. Engelberg.

MR. FERGUSON:  Good morning.  My name is Cary Ferguson.  I am legal counsel for the IESO.

MR. MINICHINI:  Good morning, my name is Gian Minichini.  I'm counsel for InnPower.  With me today on the panel are Glen McAllister, CFO of InnPower, and Danny Persaud, COO of InnPower.

MR. SIDLOFSKY:  Thank you.  Perhaps I could also have you, Mr. Engelberg and Ms. Richardson, introduce your witnesses as well.

MR. ENGELBERG:  Thank you, Mr. Sidlofsky.  We have determined that our witnesses and their areas of expertise would be stated by themselves.

MR. SIDLOFSKY:  That's fine.

MR. ENGELBERG:  Witnesses, would you like to go ahead?

MR. FROST:  Wade Frost, senior manager, Hydro One finance.

MR. CONSTANTINESCU:  Sasha Constantinescu, transmission planner, Hydro One.

MR. REINMULLER:  Robert Reinmuller, transmission system planning, Hydro One.

MR. LY:  Joe Ly, senior manager of project delivery, Hydro One.

MR. SIDLOFSKY:  Thanks, Mr. Engelberg.  And Mr. Flannery?

MR. FERGUSON:  Sorry, Mr. Sidlofsky, do you mean Mr. Ferguson?

MR. SIDLOFSKY:  Sorry, Mr. Ferguson.  Yes, I do.

MR. FERGUSON:  That's quite all right.  So we have -- for the IESO we have Bob Chow and Kennan Ip, and I will allow them to introduce themselves.

MR. CHOW:  Good morning.  My name is Robert Chow.  I am director of transmission planning at the IESO.  I will cover matters related to the planning process and also the hand-off letter.

MR. IP:  Good morning, my name is Kennan Ip, manager of transmission planning at the IESO.  And today I will be covering contents of the IRRP and subsequent interrogatory responses related to the IESO.

MR. SIDLOFSKY:  Thank you.  And I don't believe there are any preliminary matters, but perhaps I could ask counsel if there are.  Mr. Engelberg?

MR. ENGELBERG:  The preliminary matter is getting the green button to work.

MR. SIDLOFSKY:  I gave the instructions, Mr. Engelberg.  That is all I can do.

MR. ENGELBERG:  I have no preliminary matters.

MR. SIDLOFSKY:  Thank you.  Mr. Ferguson.

MR. FERGUSON:  We have no preliminary matters.

MR. SIDLOFSKY:  And Mr. Minichini?

MR. MINICHINI:  We have no preliminary matters.

MR. SIDLOFSKY:  Okay.  And I understand that we have two presentations today.  The first, I believe, is going to be from Hydro One, followed by a presentation from InnPower.  And we will hear from those -- we will hear those presentations before we get to the staff questions.

Just to give you a sense of Staff's thinking in terms of the order of questions, first will be the IESO.  The first set of questions will be directed to the IESO, followed by questions directed to InnPower, and finally the questions for Hydro One.

So perhaps we could go ahead with the Hydro One presentation.  Just before we do that I am going to mark the two sets of presentation material as Exhibit KT1.1 for the Hydro One presentation material. 
EXHIBIT NO. KT1.1:  HYDRO ONE PRESENTATION MATERIAL.

MR. SIDLOFSKY:  And KT1.2 for the InnPower presentation material. 
EXHIBIT NO. KT.1.2:  INNPOWER PRESENTATION MATERIAL.

MR. SIDLOFSKY:  And with that, Mr. Engelberg, the floor is yours.
HYDRO ONE NETWORKS INC. – PANEL 1

Wade Frost

Sasha Constantinescu

Robert Reinmuller

Joe Ly

INDEPENDENT ELECTRICITY SYSTEM OPERATOR – PANEL 1

Robert (Bob) Chow

Kennan Ip

MR. ENGELBERG:  Mr. Frost, I understand you are going to be beginning with the presentation?

MR. FROST:  I believe Robert will be beginning on the first two, and then I will be going.

MR. ENGELBERG:  Thank you.
Presentation by Mr. Reinmuller:

MR. REINMULLER:  Good morning, everyone.  My name is Robert Reinmuller.  I'm the director of system planning at Hydro One, and I apologize in advance, I might be losing my voice throughout this testimony here.

We're here to talk about the BATU product, and as it's described on the screen, we call it the Barrie area transmission upgrade.  I would venture for everybody's benefit to rename that acronym a little bit.  I call it the Best Area Transmission Upgrade.  So I will try to give you a little bit of an introduction into why we are here.

Can I go to page 2, please.

So as a summary, Hydro One is here today with its partners, IESO and InnPower, to seek approval for an upgrade of the 115 kV transmission line facilities.  This is related to lines between Essa and Barrie station, the Essa 115 kV yard and the Barrie transformer station called Barrie TS.

In addition to the immediate asset needs, we're here to discuss the extended customer capital contribution over the longer period of time, 15 years, and the loan methodology for this project.

Also, we're here to discuss establishing the new generic variance account called Capital Contribution Recovery Differential Account.

Can we go to the next page, please.

As of bit of an update, or background, I should say, on the project, by now probably everybody knows what the project is about.  By way of history, this area review has been in the works for a couple of decades, but the most recent regional planning study was conducted in the 2014/'15 area -- time frame, and concluded that there's some coincidental needs for the area, meaning that there is capacity needs due to the increased load growth in the area, as well as coincidental end-of-life needs for Essa, Barrie, and two circuits, E3B and 4B.

As mentioned, this project will address end-of-life capacity needs in the area and will provision the area for, you know, a great position to future expansion.

So what I mean by that, retiring the 1515 facilities and converting the area to 230 supply.  It provides a backbone for future growth.

The proposed project, as I mentioned, removal of two 115 kV lines and building a brand new double circuit 230 kV line to supply in the initial phase the Barrie TS, a new station at Barrie TS which is at end-of-life as we speak.  This would be a new 230, 44 kV yard, and rework at the Essa TS transformer station by removing the 115 kV yard and provisioning  230 line connections for the two new double circuits.

That is roughly the background of the project and I will hand off the rest of the material to my colleague, Mr. Frost.

MR. FROST:  Thank you, Robert.  So Hydro One thought it would be best to outline the scenario that all participants believed they were facing at the end of the regional resource plan; that is outlined on page 4 of the presentation.

So the total project that Robert outline is estimated to cost 86.4 million of capital and 4.6 million of removals, for a total project cost of 91 million.

The sustainment credit for both replacing end-of-life assets and advancing the end-of-life -- advancing the replacement of other assets has been determined to be 49.3 million, which would be rate based by Hydro One.  And the incremental expenditures to provide capacity to benefiting customers would be 41.7 million.

At the time of the Integrated Regional Resource Plan, Hydro One understood there would be potentially three customers benefiting from this investment, one of which is InnPower.

So as per the TSE, the costs were allocated by rate pool by the contracted capacity of each participant and under this scenario, InnPower was contracting for 65 percent of the capacity and would be allocated $27 million.  And based on their current load forecast, their capital contribution would be approximately $6.7 million.

While the other costs would flow to the other participants based on their capacity, and their capital contribution is roughly 6.2 million and that is based on their load forecast included in the Integrated Regional Resource Plan.

Just for further understanding for the Board Staff, we just want to take a few moments on page 5 to explain the advancement and sustainment credits that were being applied to this project.

There is a new code provision under the new amendment, 6.7.2, in which the end-of-life assets have always been rate based, but advancing -- advancing the replacement of the assets that are not yet end-of-life that will be replaced in the future was given a credit.

The customer is being charged the net book value of the existing assets, as outlined in our evidence in B.7.1, and they were given a credit on the advancement of certain assets, also outlined in B 7.1.

And what we did was we took the components of the assets that would be replaced in future years, 10 or 20 years in the future.  We then escalated using a third party CPI forecast to come to a future cost in 20 years.  So we took today's cost, escalated it by the factor into the future, and then discounted it back using Hydro One's OEB approved WACC, and also included the C.C.A. impacts and other tax credits that would apply.

This has a result of for the end-of-life sustainment which would be done normally as part of that sustainment project would be 41.7.

The credits on the remaining components of the work, which is about $15 million, would result in a credit to InnPower of 7.7 after discounting and this, just for a quirk of math, actually has InnPower's cost responsibility of 41.7 million, which is very similar to the 41.7 that is the end-of-life sustainment cost.  But that is just simply coincidence.

So moving to slide 6, we outline what we have in the application, and why this application now has some unusual requests to the OEB in regards to the capital contribution payment and the variance account that Hydro One has requested.

So the project is still $91 million and the sustainment credits have not changed, and the incremental expenditures to provide capacity have not changed.

However, what has changed is that two of the customers have indicated that they are unable to commit to their forecasts included in the integrated regional resource plan, and are unwilling to sign customer connection recovery agreements.

Therefore, they have been assigned no capacity, or no incremental capacity that is being triggered by this project.

This means under the TSE that InnPower is the only benefiting customer for this project and is allocated a hundred percent of the costs.

Their load forecast is unchanged from the previous run, but because there is less -- there are more costs allocated by rate pool, their capital of contribution has increased to 15.7 million, which is an increase of nine million from the scenario using the integrated Resource Regional Resource Plan scenario.  This is outlined in Hydro One's evidence in B 9.1.

So moving on to slide 7, as per the TSC, there is a new amendment recently released last -- I believe at the end of 2018, or early 2019.  TSC 6.3.19, a distributor at its discretion -- not the transmitter -- can choose to pay a capital contribution in instalments over five years and only pay the OEB's prescribed construction work-in-progress rate, which is 2.88 percent on the unpaid balance.  A longer deferral requires OEB approval.

InnPower has requested OEB approval to defer the capital contribution over 15 years.

Again, this is at the distributor's discretion.  Not the transmitter's.

Also, when the OEB amended the code in their August 23rd, 2018, notice to amend the code, the OEB stated that the outstanding balance will remain in a transmitter's rate base until the distributor pays the full cost for which it is responsible, and will continue to attract the full return on the rate base.

With this application, it came to Hydro One's attention that this created an issue not just for Hydro One, but also for its ratepayers because standard ratemaking mechanisms for capital contributions and for true-ups is to reduce the rate base by lowering the net book value of the asset as the payment is received.

And Hydro One is unable to forecast the timing and number of customers that will elect to utilize this deferred capital contribution mechanism in the TSE moving forward.

From our understanding, the uptake from distributors has not been reflected in the current rate application, and the distributors can choose at their discretion, if they choose to take advantage of it.

So it can be any transmission upgrade, even those that are not subject to section 92s, or from previous section 92s that are not completed that a distributor can choose to utilize this section of the code even when the actual costs come in.

Because of this issue -- moving to slide 8 -- Hydro One is proposing a regulatory account to allow it to continue to attract the full rate-of-return on rate base on the deferred capital contribution, and to also minimize the impact on Hydro One's ratepayers.

Hydro One is proposing to treat the deferral of the capital contribution as a loan.  It would still reduce the net book value of the assets by the full capital contribution on add in-service.  The capital contribution would be payable, would be tracked as a sub-account, and would be drawn down as the customer pays the remaining deferral period, and we are not expecting this to go to the ratepayer.

The deferred capital contribution will also be attracting the prescribed interest rate of 2.88 percent, which is payable by InnPower.  This would be tracked in the account, and Hydro One's allowed return would also be tracked in the account.  And it is only the variance between those two accounts, that is what we're proposing to collect in this variance account.

We are proposing this alternative methodology to basically minimize the impact on our transmission ratepayers.  If we just used standard ratemaking mechanisms this would actually have the high potential of increasing the corporate tax that is allocated to our ratepayers and also would create issues with depreciation recovery, and it has come to our attention recently that it may even have issues with the other revenue deferral account in the transmission rate case.

And finally, this avoids double recovery on depreciation at the same time as InnPower is reducing its capital contribution, or depreciating its capital contribution on its ratepayers.

Thank you.

MR. MARTINELLO:  Just one clarification.  You mentioned that there were the two other distributors or customers that did not commit to the connection.  Can you just clarify who those were?

MR. FROST:  I believe in our evidence we have a note from Alectra stating they are not willing to assign a CCRA. And the other was not a distributor.  It was an industrial customer, which was Metrolinx in the IRRP.

MR. SIDLOFSKY:  That's fine, thank you.  If you want to continue, that would be great.

MR. FROST:  That concludes Hydro One's presentation.  And now it is InnPower's, I believe.
INNPOWER – PANEL 1

Danny Persaud

Glen McAllister
Presentation by Mr. Persaud:


MR. PERSAUD:  Thank you, Robert and Wade.

Good morning, OEB Staff, colleagues, guests.  My name is Danny Persaud, chief operating officer of InnPower Corporation.  I have with me Glen McAllister, who is our chief financial officer with me.  And we have prepared a short presentation to describe our need for the BATU project.

Next slide, please.

So before we get started we just wanted to give you some quick facts on InnPower.  As you can see, we have a very large rural service area that is now transitioning to an urban service area.

We have about the same size as Mississauga, and we are currently as at December 2019, 18,855 customers.  You can see that we own and operate ten distribution systems and operate at three different voltage levels.

What is most important on this slide, as I will be touching on shortly, is our summer system peak load for 2019.  And as you can see, that is 64 MVA, which is equivalent to about 60 megawatts of power demanded at any time.

Next slide, please.

So just a summary of why we need the BATU project. First of all, InnPower has an immediate supply constraint to meet its mid-term customer growth, as you will be seeing shortly.

InnPower is an embedded distributor to Hydro One Networks, and what that means is we get our supply completely from Hydro One at the 44,000 volt level.

And finally, this project is consistent with Hydro One and IESO's recommendation in their hand-off letter.  We haven't deviated from anything.

Bottom line is without this project InnPower is not able to service its forecasted customer load, as you will be seeing shortly.

Next slide, please.

So a little bit about our power supply and demand.  So when I say we have an immediate supply constraint, you can see from this slide the left column shows our various supply points that come into our service territory.  We have the Alliston TS, Barrie TS, which we're here to talk about today, and Everett TS.

The second column over shows our assigned station capacity by Hydro One.  You can see that total 67 megawatts -- or, sorry, MVA.  And then the last two columns for 2018 and 2019 indicate that we are at 66.3 MVA and 64.28 MVA, which is awfully close to the assigned capacity by Hydro One.

You may notice in this slide that the 2018 numbers are a little higher than the 2019.  That's because these aren't weather-normalized numbers, so if we end up getting another hot summer in 2020, we will come even closer to hitting that assigned station capacity of 67.

MR. MARTINELLO:  Would you be able to provide us with a historical look back, breaking down essentially this table back five years from present and then a 15-year projection forecast for each of these stations?

MR. PERSAUD:  Absolutely.  So the key point --


MR. SIDLOFSKY:  Sorry to interrupt, Mr. Persaud.  I am just going to, just for the sake of keeping track of these things, I am going to give that an undertaking number.  That will be JT1.1. 
UNDERTAKING NO. JT1.1:  TO PROVIDE A HISTORICAL LOOK BACK, BREAKING DOWN ESSENTIALLY THE TABLE BACK FIVE YEARS FROM PRESENT AND THEN A 15-YEAR PROJECTION FORECAST FOR EACH OF THE STATIONS.

MR. PERSAUD:  JT1.1.  Okay, thank you.

So the key point of this slide is that InnPower needs the additional capacity of the BATU project, without factoring any substantial new growth.  Okay.

Next slide, please.  So this slide shows our short-term growth forecast.  This is straight from our Distribution System Plan, and as you can see, InnPower has been seeing continuous growth since 2012.

You can also see that we're almost bang-on on 2019, in terms of our forecast at the time when we did this.  And so if it continues as such, we will be seeing that growth continue into the future.

Next slide, please.

So in order to provide Hydro One with a reasonable estimate of our supply needs, we came up with a demand forecast methodology that I would like to share with you.

First, we used the forecasted developer building occupancy permits and the forecasted land area in order to estimate customers at a base level.

Some high-level assumptions that we made are:  2.88 kilowatts per residential service.  That is empirically derived from our service area.  Typical kilowatt per service rates based on historical data for schools, rec centres, and small commercial; again, that is empirical data that we have gathered from our service area.  77-volt amperes per square metre for commercial lands and 61-volt amperes per square metre for industrial lands.  We obtained that information from industry KPIs, if you will.  And finally, we used a .95 power factor, because that is indicative again of our service territory and the nature of our customers.

So the BATU project will increase InnPower's supply from 14 MVA, is what we have now, to 50 MVA.  There is currently a 25 MVA feeder allocated to us, but due to constraints we are limited to 14 MVA.  So what that means for us is we will be seeing an increase from this project of about 36 MVA or 34 megawatts.

You may notice that there is a little bit of a typo on this point.  The calculation doesn't quite work.  It seems I mixed up my multiplication with my division.

So on the second line of the third bullet, 13.3 megawatts should be divided by .95.  And on the third line of the third bullet point, it should say 36 MVA multiplied by .95.  Then the numbers will work.

So what this means is if you take the 35 -- the 34,000 kilowatts over the 2.88 kilowatts per customer, you're looking at about 11,800 new residential customers on average.  This excludes schools, rec centres and industrial/commercial.

If we end up having any schools, rec centres or industrial/commercial, then that 11,800 customers goes down.

Next slide, please.  So we wanted to show a little bit about the growth areas happening in Innisfil and south Barrie.  You may have heard of the Hewitt and Salem subdivision.  They're two of the biggest that we have in the south Barrie lands.  But there is other development that is going on, and so we wanted to give you a sense of the scale of what we're looking at.

Let's start at the very top of this slide, where you will see the Barrie TS.  It is in the middle there and it is marked by a little pin.

If you work your way clock-wise towards the right of the slide and all the way down, you will see by our shoreline we have a number of developments.

First we have our Big Bay Point and Friday Harbour  community that you may have heard of.  It is a resort community similar to Venice, where you can have your sail boats sail in to your home.  It is a really nice community, and they're building some homes up there.

Working your way down, we have Sandy Cove and into the Alcona area, which most of our development is happening in Innisfil, where you can see Sleeping Lion, Lefroy, and the orbit, which I will be touching on shortly.

Working our way around the slide, you can see around the 400 corridor that we have the commerce park.  We call these general industrial lands because as the residential growth comes to Innisfil, we expect that these lands will be developed.  And it is right off the 400 corridor, so we expect that there should be some significant commercial and industrial growth there.

Working our way up, we have the Hewitt and Salem development of which we will touch on shortly, as this is the bulk of the growth that is happening in our service territory.

Next slide, please.  As part of the evidence, we filed the Hewitt land development plan and the Salem land development plan, to give you an idea of the numbers that we are looking at.

These plans are published annually by the developers, and it is used by all stakeholders to inform their forecasts.

It describes their build out from 2018-2032 on an annual basis, and the plan that we've provided to you is the most recent that we have at the moment.  It was recently published.  We took a look at the numbers and it looks like those numbers have gone up about 3,000 units.

Our numbers that I am sharing with you today do not include that.  We didn't find it prudent to include the fact that it was 3,000 units higher, because the evidence that I am presenting to you already shows the need for the BATU project.  So this would be icing on the cake.

Next slide, please.  This one is for the Salem lands.  I failed to mention on the previous slide, if you wanted to take a look at that, the little squares represent the individual subdivisions.  So what has ended up happening here is the subdivision developers have gotten together and sort of pooled their money together to come up with shared resources to achieve their goals. So this lists participating and non-participating subdivisions.

Next slide, please.  On this slide, it is similar to the one for Hewitt.  But I wanted to call out on this slide that the hatched area -- and that would be the areas with the diagonal hatches -- represent employment lands. So a major aspect of the Salem land development is the future employment lands.

Next slide please. I also wanted to share with you something called the Innisfil Orbit, which you may or may not have seen.  It is very cool, as you can see.  This is Innisfil's vision for a mixed sustainable urban-rural living and what it basically is is the town of Innisfil as you know is the same size as Mississauga and we're seeing a significant amount of growth.

So what we have done is we've looked at what the world's been doing to mitigate this growth, and to try to preserve a little bit of our farmland and countryside while we manage this growth.

This growth will be centered around the GO station that is coming to Innisfil, which is slated to be constructed in 2022.  This will no doubt bring that significant amount of growth that we have been all expecting.

Next slide, please.  So what does this all mean?  I have shared with you some really cool stuff, but let's talk numbers.

Forecasted customers.  Starting in 2020 we estimate about 24,500 customers by 2032.

MR. MARTINELLO:  Is that in addition to the 18,000 that you previously identified?  So that -- the 24,000 would be incremental?  Or is that like 18,000 would rise to a total of 24,000 by 2032?

MR. PERSAUD:  Where are you referencing the 18,000 from?

MR. MARTINELLO:  Your first slide.  I believe it was --


MR. PERSAUD:  Oh, our current number.

MR. MARTINELLO:  As of December 2019, you have 18,855 customers.  And that is all customer classes, like residential, general service?

MR. PERSAUD:  Correct, correct.

MR. MARTINELLO:  Okay.  So the 24,593 --


MR. PERSAUD:  Is incremental.

MR. MARTINELLO:  -- is incremental, so it is 18,855, plus 24,593 would give you the 2032 total customer number?

MR. PERSAUD:  Correct.

MR. MARTINELLO:  Okay.

MR. PERSAUD:  So you can see that a majority of this will be residential.  We'll have a few schools, rec centres, and small commercial, and 16 large commercial and industrial, which we have assumed will be on the employment lands, as I mentioned.

We are also seeing -- these are preliminary numbers, so the bottom point here is a preliminary number that has not been included into our forecast.  But I wanted to mention that, is that we will be seeing an additional 42,000 new customers expected for that Orbit development planned for 2041.

MR. MARTINELLO:  The BATU project, would that support the Orbit development?  Or would you need to like upgrade the facilities further to meet that capacity?

MR. PERSAUD:  We haven't -- so since this is so very preliminary, we haven't looked entirely at how we're going to service that area.

The BATU project obviously for sure helps, because it will allow us to move some of our loads around and shift it a bit north so that we could free up some supply on Alliston and be able to serve that load in the short to mid term.

However, we haven't done a lot of analysis on this, as it is very preliminary.

So if you recall from my previous slide, the BATU will create 36 megawatts, which we've equivalated to about 12,000 residential customers.  So what I have shown here is that the BATU project will serve a little less than 50 percent of our customers in the mid term.  But the important point is that the BATU project will position us for continued growth into the future as well.

Next slide, please.  So in terms of the power -- we talked customers.  But in terms of the power growth, we're sitting at 60 megawatts of peak power this summer -- last summer, I should say.  And by 2032, we expect that to be about 192 megawatts.  That's a 132-megawatt increase.  The way we calculated that is in the last two sub points.  We have 85 MVA at a .95 power factor, which will give us the 81 megawatts.  And for our large commercial and industrial employment lands, we have 90 MVA to which we have applied a .95 power factor, and we have also applied a 40 percent discount factor to this.  The discount factor represents our certainty that this will materialize as per our forecast.

Finally, we wanted to recap the second slide and say that in three bullet points, if I should say that we have an immediate need right now, the BATU project is the only project that is feasible that achieves this at this point in time.  And this solution has been examined, vetted and supported by Hydro One and the IESO.

Thank you very much.

MR. MARTINELLO:  Just one minor clarification as well, please?  So on the second slide of your presentation, the InnPower quick facts slide, you give that 18,855 customers as at December 2019.

I was just wondering if you could clarify, in your short-term customer growth forecast, when you look at 2019 you're saying you have 18,480 customers and then 1,000 general service.  I think that comes to a little over about 19,000.

Can you just clarify the discrepancy there?

MR. PERSAUD:  Yes.  So, yes, it is 18,400 residential, then general service, and then -- sorry, general service less than 50, and then general service greater than 50.

So it comes about 19,881 is what I calculated.  So that's -- it is not exactly.  So this DSP was done since 2016.  But it is awfully close, I would say.

MR. MARTINELLO:  Okay, thank you.

MR. SIDLOFSKY:  Thanks to the witness panel for both of those presentations.  You will probably hear that we have a couple of follow-up questions on the presentations during the course of our questions, but we will get to those in due course.

I am going to start by turning this over to my colleagues, and we will begin with questions for the IESO.

MR. MARTINELLO:  All right.  So obviously throughout this application the 2016 Barrie/Innisfil sub-region IRRP is kind of referenced as a significant piece for the need of this project.

So I was wondering if the members from IESO would be able to clarify and just provide an overview as to how the IESO determined the need for the BATU project.

MR. CHOW:  Good morning.  I will do that.  Let me start off by, let's go back to the time when we started this regional planning study.

There is the formalized process endorsed by the OEB for regional planning was on the summer of 2013.  So when we got into the need of the Barrie area we are in a sense executing the process for the first time for this area.

Now, the important aspect of this one is, even though the framework for regional planning outlined more or less what the major steps are, there's a lot of flexibility and judgment as you go through the process determining how you deal with each of the areas.

So the first thing that we start off with on a regional planning process was for the transmitter to take a look at need.  Need is -- you still have to study it by -- it's essentially saying, what are the problems that we identify or we are forecasted to have or we currently have.

It is just:  Identify them all, because we're not quite sure how to deal with it yet, but let's take a look at all of the need.  And the need can consist of capacity to meet load growth need.  Need could consist of end-of-life of facilities or reliability or, you know, customer needs connection.

So there is a lot of things that come together as a need; as well, if there is any need that is not regional in nature but in fact at the bulk system level.  So that phase of the study was carried out by Hydro One as per the endorsed process, the regional planning process.  And that ended with a report from Hydro One, the need assessment report that was dated March 2015.

So they must have spent a few months ahead of that, sometime early 2015, come to the need assessment product, which is dated March 2015.

And in it, it identified quite a few issues in the area.  And region in this case is not just Barrie/Innisfil.  It was the whole southern Georgian Bay, Muskoka, so they are covering the need both in Muskoka, Parry Sound, as well as the Barrie/Innisfil area.  So that report, I am not sure it is filed with the application, but it formed the basis then of which the needs are identified and the regional planning process proceeds to the next step, which is for the IESO to scope-out the -- looking at the need, looking at the nature of the problem, looking who is involved with those problems, and make a decision how the study would be carried out.

Now, in this case here because the need identified both in the Muskoka/Parry Sound area as well as the Barrie/Innisfil area, the decision was made to split the study into two IRRPs because it is more efficient that way.  You have more focus on the issue at hand in each of the IRRP, and in the case of Barrie/Innisfil there is also an urgency for a number of needs.

So that decision was part of the -- all of the people that's involved as part of the regional participant, it concluded, is documented in the scoping report, and that was issued on June the 22nd, 2015.  That's about -- roughly about three months after the issue of the need assessment report, and that is within the time line of the regional planning processes envisioned.

So with that the southern Georgian Bay, Muskoka area is separated into two studies.  So one is Muskoka/Parry Sound, which is not the subject of this application so I will leave that one alone.  Then the focus is then on the Barrie/Innisfil area.

Now, when we produced the scoping report, in it we also determined what the draft terms of reference would be for that study, and that was part of the documentation, issued as part of the scoping report.

We posted that for comment in general by the public and stakeholders for about two weeks.  We did not receive any.  But what is important in the terms of reference there is, based on the needs identified by Hydro One in the need assessment, there is two major issues that need urgent attention.  One is the overloading of Barrie TS at that time.  So we're talking about, this is in 2015 that Barrie TS is already acknowledged to be overloaded.

And the second need that is urgent is the fact that Barrie TS and a number of other supply facilities, the 115 kV line that supplies it, the auto transformer, one of the two that supply transmission, Essa, from 230 to 115 are reaching their end-of-life.

In fact, what the need assessment report as I remember said was the transformer at Barrie TS would be at end-of-life and need replacement by 2018.  So that was at 2015 when we did the scoping assessment report.

As such, because the amount of time required to launch a project, to do all of the work, it was decided at that time there is need to get going on an expedited basis for the Barrie TS issues, end-of-life, and also for the capacity need.

So the terms of reference was structured that way, where the first part of the study was focussed very much on the capacity issues and also at the end-of-life and a number of options was considered.  And the option that we considered at that time in 2015 was similar to the one that is presented as part of the evidence or the application.  They either do Barrie TS exactly the same like-for-like, conversion to 230 kV, which is the option that was preferred, and also one where we just decommission Barrie TS and build a station somewhere else.

So even at that time in 2015 there was enough study to indicate, one, to solve the problem of capacity that's urgent need there.  Two, to replace the end-of-life asset.  The decision at that time was to issue a hand-off letter to Hydro One to get the development work going for the conversion of Barrie TS to 230 kV, because that project would require an environmental assessment process as well as a leave-to-construct process.

So understanding the lead time required, we did not feel it was appropriate for us to wait until the completion of the IRRP in order for Hydro One to initiate the work.

So that hand-off letter, which is included in the application, was issued on December the 7th, 2015.

Subsequently the IRRP continues.  When the IRRP would do more detailed look at the growth, at the conservation measures, all of the other basic aspects of the planning, as well as longer term.  In fact, the IRRP itself was produced and was issued on December 16th, 2016, a year after the hand-off letter.

So that's the chronology of what the Barrie TS is and as the IESO, we've led most of the IRRP development and decision to issue a hand-off letters, to look at different aspects of the solution.

But the important thing is, we are being flexible to looking at the urgency of the need and the nature of the need, to allow the process to proceed not despite the need of the time required for the study.

So hopefully, by producing a hand-off letter with preliminary information, we can cut about a year or two of lead time off the project.  I will stop there at this point.

MR. MARTINELLO:  Thank you.  So considering kind of that needs assessment you provided in an overview, would there be anything that could possibly change it, like an event or some sort of circumstance that would trigger a possible change to the needs.  I know you highlighted end-of-life, overloading of capacity.

But would there be something that could possibly trigger, like down the road, that the need would be changed and the approach would need to be changed?

MR. CHOW:  I think at that time, we were very confident the load forecast is what we're going to see at the end of the IRRP.

Even though we are still working on demand management forecasts, they are not going to substantially change the need for the station.

Of course what we don't have at that time are detailed cost estimates and costing information.  That's why the planning process allowed the development work to proceed.  It didn't commit the work because it takes time to do the design, do the costs and estimate.  So if you find out -- let's say the costs double or triple what we originally thought, then the plan would have been adjusted at the end of the IRRP, if a decision is made at that time.

The only risk we have then at that time is a lot of time was spent on the option that may not get pursued.  But I think that, given the fact of the urgency of the problem and the nature of the problem, we believe that we're not taking a big risk by moving ahead with the development work at that time.

MR. MARTINELLO:  And could you just speak to some of the various kind of alternatives that were explored when you talk about addressing the need associated with this project through the IRRP?

MR. IP:  Sure.  Hello, this is Kennan Ip from IESO transmission planning.  I think prior to answering the direct question, I just wanted to continue from where Bob had left off and just talk a little bit about the front matter of what we take care of within a IRRP before we talk about the alternatives, if that is okay.

MR. MARTINELLO:  It works for me.

MR. IP:  So I think we've already heard a lot this morning from Hydro One, as well as InnPower through the presentations that they've made, that the -- and what we have gone over is where essentially a lot of the growth occurs in the Barrie area, as well as what's been discussed is all of the various needs, primarily being the end-of-life needs first, capacity needs at the transformer station, as well as upstream capacity needs along the supply circuits coming into the station.

When we conduct an IRRP study, the important thing that we have to do is we follow a set of planning criteria, which is defined within the ORTAC, which is an Ontario Resource Transmission Adequacy Criteria, that is under the jurisdiction of the IESO.

When we apply that criteria, the very first step we do as part of any plan is we need to compile all of the necessary information.  So one of the major pieces of information is obviously the facility information, which allows us to assess what the existing system is capable of accommodating from a load perspective.

The other important aspects of that is compiling the demand forecast.  I don't think I will get into a lot of details on the demand forecast side in terms of characteristics, because I think that has already been covered quite substantially earlier this morning.

But what I would like to point your attention to is a couple of figures within the IRRP.  So the IRRP is included in the evidence as part of section B 3.1, attachment number 2.  I would like to, in series, point you to observing a couple of the figures.  So figure 6-2, which is on page 31 out of 55 on the IRRP document, on the actual IRRP document that is page 31 out of 55 referencing the actual evidence material that is page 39 out of 97.

So in this particular figure which is displayed on the screen right now, the intent of it is really to indicate and highlight some of the comments you have already heard earlier this morning.

The demand forecast illustrates that the Barrie area transformer station, their supply capacity out of that station has already been exceeded.

The station's approximate capability is 100 megawatts, and that is indicated with the yellow dashed line representing the existing LTR.

If I can then forward your attention to one of the following figures, figure 6.4, and this is on page 34 of 55, this particular figure illustrates a combined capacity of both Barrie TS and Midhurst TS.

I think the importance of this particular discussion is the first statement has already been made that the load forecast demonstrates that you are clearly exceeding the Barrie TS supply capacity.  But in addition to that, when you look a little further into the slightly broader area, which is comprised of Barrie TS and Midhurst TS, what we see is a continued demand growth through the medium and long terms.

And you will get to a point during the medium to long-term where the demand forecast will be exceeding the combined supply capacity for the Barrie area.

So in terms of additional considerations when we are looking into demand forecasting, other than just examining what the load growth is in a particular area, we also take a look at some of the other impacts in terms of demand forecasting.

The other two elements that are important within this consideration --


MR. MARTINELLO:  Can you just confirm the LTR for Barrie TS, please?  And Midhurst as well, please?

MR. IP:  I think I will need a moment to pull that up from the document.

So in the IRRP document, as part of the appendix to the IRRP, and this is on page 91 out of 97, what you see in here for the table B 2.4 LTR reference table.  From there, you can see the indicated LTRs for Midhurst TS, being 304 megawatts, and for Barrie TS being 103 megawatts.

MS. MARCONI:  Just a clarification.  I believe in Hydro One's evidence, I think we saw that the station Barrie TS in the forecast was capped at 140 megawatts, and in the regional infrastructure plan, it indicated 161.5 megawatts.  So I think we are just trying to understand if it's 100 or 140 or 160, how those -- whether there's changes between those, or what is the reason for some of the differences.

MR. IP:  If you could clarify?  I think, as far as my familiarity with the data, I don't believe that the LTRs have changed substantially, if any at all.

So the information provided in this table is, to my knowledge, up-to-date and accurate.

You have referenced two other values being 140, 150.  Were those in reference to LTRs, or were those in reference to forecasts?

MR. MARTINELLO:  I believe those are forecasts.  

MR. IP:  So could you please repeat then the question of what you are requesting to clarify?

MS. MARCONI:   It was just a confirmation that I guess we see in, I believe it is -- maybe we could turn it up.  I think it is Exhibit I, tab 1, Schedule 1.  I think it's page -- let's see if it is page 2.

MR. MARTINELLO:  This is of the interrogatory responses?

MS. MARCONI:  Sorry.  I think it was Schedule 1.  Is that correct?

MR. REINMULLER:  May I provide some help here just to get us going?  So when we look at Exhibit I, tab 1, Schedule 1, page 3, I believe, this is table number 1.  What Hydro One has put in that table, in terms of forecast, was the maximum capacity that Barrie TS will see in the new configuration.  If we build a 230 station, this will be the maximum capacity of that new station, in terms of load.

So it is not to say that the area capacity needs will not increase beyond that number.  The question was specific to Barrie TS.  So we responded that building the new design with the number of feeders that we're contemplating, we see a peak capacity of -- a peak forecast of 140 megawatts.  Beyond that number, if Innisfil Power is growing, there is options to build more stations downstream from Barrie TS.

So -- but again, because the question was specific to Barrie TS, we mentioned what this project would do for Barrie TS and reaching the capacity of 140 megawatts.

So don't take that as the load for InnPower will stay 140 megawatts forever.  This is the capacity for Barrie TS.  And it will grow in the area and will require new facilities.

MS. MARCONI:  Thank you.  That is a helpful clarification.

So the 140 is under the new configuration versus the existing LTR at Barrie, which is around 100, as Mr. Ip said.  Thanks.

MR. IP:  Continuing where I left off, the two other items I wanted to touch upon is around conservation and generation.

So as part of our assessment we also take a look at conservation and its impacts on the demand forecast.

So as part of the process, the first step is developing your gross load forecast, which is your forecasted information coming from distributors and industrial direct connects.

The layer that we need to then take a look at is forecasted conservation measures, in terms of how it reduces the peak capacity at those stations.

And the third is also taking a look at contracted distributed generation and seeing how that impacts the demand forecast at a station level.

So in section 7.1.1 of the IRRP, which is on page 47 out of 97, this section describes how the conservation was assessed and how it was looked at.

So conservation at the time of the development of this IRRP was focussed around the Conservation First Framework.  Taking a look at figure 7.1 within that section, what you see here is a demonstration of where the Barrie TS gross level forecast is, which is the dashed green line, and you can see where the Barrie TS reference forecast is, which is the purple line.  The difference in between there is comprised of the conservation impacts, as well as the distributed generation impacts.

As was noted in the interrogatory responses, we can discuss that now or we can discuss that later.  There obviously has been some changes to how conservation is being forecasted going into the future.  We have shifted from the conservation first framework into the interim framework. And as part of the interrogatory responses we have indicated the change as a result.

Now, after that long preamble I think I will go ahead and address the specific question that you had asked.  So in terms of the alternatives that we took a look at as part of addressing the needs identified in the IRRP process, I would just like to reiterate those needs:  The end-of-life needs of Barrie TS station assets, the partial end-of-life needs on the supply circuits -- 115 kV supply circuits coming from Essa to Barrie, and lastly, some network facility needs located at Essa TS.

In addition to end-of-life needs, there was also capacity-related needs.  You had specific transformation capacity-related needs at Barrie TS, as well as supply capacity needs on the 115 kV circuits supplying Barrie TS.

So in terms of looking at alternatives to address those needs, as with any other project or plan, one of the first things that you must take a look at is the end-of-life, like-for-like replacement of facilities.

Through the assessment and taking a look at this particular option a few things must be pointed out and highlighted.  By replacing the facilities like-for-like at Barrie TS, as well as replacing the facilities on the supply circuits like-for-like, you see no incremental capacity being provided into this area.  This is an important point, as through the figures that I have walked you through previously, what we're trying to demonstrate is there is growth which exceeds the current capacity, as well as sustained growth over the mid- and long-term portions of this particular forecast.

So this particular need, to be very specific, it does not address the near-term forecasted needs in the area.  So as a result of this, this particular alternative after further consideration was rejected, and we did not proceed with assessing anything further on the replacement of the like-for-like.

A second alternative that we considered was a new step-down station located at Essa TS, which is the source, the network source, of this particular area.

So this particular alternative involves new step-down transformers at Essa TS, as well as distribution feeders stretching from Essa TS down to the Barrie TS area, where the existing load is served from.

This particular option, while it does meet the near-term needs presented in the load forecast, it does limit our long-term expansion capabilities within the area.  So going into the long-term forecast, it indicates a lot of continued growth in this area.

The IRRP also does identify, through some of the appendixes and attachments, of other uncertainties in the area, such as what Mr. Wade Frost had discussed earlier today, being around the potential Metrolinx project.

These are all uncertainties in the forecast that could add incremental demand on to the referenced forecast that we have illustrated within the IRRP.

So this particular option, I think as indicated here, is still -- within the document is estimated to be at the 65 to $70 million range, which is still quite a substantial investment, which leads me to the third alternative, the rebuild of Barrie TS to 230 kV supply.

So this is the -- this is the reference project that we are discussing today which involves a number of things.  First and foremost, I think it is important to talk about how this particular option meets the near-term and medium-term -- mid-term needs, and it does, and it provides and enables plenty of future expansion capability in the area.

Barrie TS will be upgraded as part of this project to provide 150 megawatts of supply capacity for directly serving the Barrie TS area, and the upgrade of the 115 kV circuits to 230 kV circuits will provide that, or enable that future expansion that we have referenced to a number of times.

So after consideration of the costs -- and I must note that the costs that were indicated within the IRP document for this particular option is $80 million.  It is comparable to the alternative two, which we also took a look at.  It is a better option.  It enables future expansion.  And as such, considering all of that, it was the recommended alternative to meet the Barrie area needs.

MR. MARTINELLO:  You briefly touched on some uncertainties and risks when you were looking at alternatives.  Could you speak to that a bit more on how risks, such as a larger customer connecting or not connecting, could impact the alternative that you chose?

MR. IP:  Sure.  I think what I would like to re-characterize that as that wasn't a potential risk item that would actually change, or make us not want to do the Barrie area transmission reinforcement.

The BATU project enables future expansion.  The reference forecast does not include some of those additional scenarios.

So what we're trying to say is, based on the demand forecast that we have at hand compiled by the distributors, we are already forecasting the need for a Barrie TS upgrade.  We are forecasting a need over the medium to long-term for additional capacity, which the 115 kV lines cannot supply.

The uncertainties adds on to that.  So the uncertainties, if they arise, will further compound the need for having new infrastructure in this area.  So the uncertainties are actually a supporting case to why you would want to proceed with a Barrie area transmission upgrade.

MR. MARTINELLO:  Do you see that the proposed solution that you have kind of supported, do you think that the timing of it could be changed in any way, whether it be deferred by three to five years?  Or is the timing still as you’ve kind of forecasted?

MR. IP:  I think it has already been noted earlier today that the needs in this particular area have been exceeded historically.

The development work for this particular project -- and I am sure the details of it could be further expanded by Hydro One, being the transmitter involved in building this particular infrastructure -- will take some time.

So what we have here is a need that is present today.  We have a demand forecast in the near term that continues to require additional supply at Barrie TS.  And therefore, as such, I believe the need to proceed with this project, the timing is now.  And further delaying it will result in risks that I believe Hydro One and InnPower could further elaborate on more appropriately.

MR. MARTINELLO:  Thank you.

MS. MARCONI:  Mr. Chow, you noted that you didn't -- that through the kick-off letter, you weren't committing the project, but rather kicking off development work on that project.  And I just wondered if you could discuss whether normally you would assess whether there were any changes at the conclusion of the development work, and would you have an opportunity to confirm that the project is still required before the project moved to the approval and construction stage?

MR. CHOW:  Yes.  The hand-off letter that we issued to Hydro One allowed the development work to be kicked off.

I should note there’s a number of approval processes that it has to go through before the project actually gets approved and built.

So the first in terms of planning, there is the IRRP that was completed about a career later.  And that would have better information, better forecasts and analysis of alternatives with better cost to come to a different conclusion or same conclusion.

In this case here, as Kennan has covered, we strongly recommend at the end of the IRRP is still the right project to do, given the information.

So Hydro One had proceeded then to go into a leave-to-construct application which is the subject matter here, and that is also another point in time at which the project will get examined.

But we have done that at the IRRP phase.  We strongly support this project as an outcome of the IRRP.  We do not see things as changing or evolving as anything different, because the need is already here.  The end-of-life is already many years beyond where it is.  The risk is getting higher.

I am not sure exactly what more can we do to continue to defer, and we have to make a decision and move on.  And we do not believe the 115 LICO is the right way to go.  It doesn't provide any provision for the future.

MS. MARCONI:  Okay, thank you.  So you mentioned that at the time of the IRRP, that the IESO confirmed that this was still the right solution.

Did the IESO have an opportunity to review the need and alternatives for the BATU, this Barrie area project, after Alectra and Metrolinx withdrew their capacity?

MR. CHOW:  We were part of the conversation.  But at that point, the project has moved into the implementation phase.  So it would be led by Hydro One in direct discussion with the number of the participants.

What we are aware of is that we are more concerned not necessarily who gets the capacity here, as much as the facility, when it is put in, is used by collectively for participants in this area.

As we indicated, the need is for Barrie TS is -- it is really for the Barrie area in conjunction with Midhurst.  And there, as Kennan mentioned, one figure before you can move load to Midhurst when there is capacity in Midhurst.  But over time, the combined capacity both at Barrie TS and Midhurst TS would be exceeded and you would need additional capacity.

So in all aspects, whether InnPower is taking the space left by Alectra today, or Alectra suddenly had more load growth and take more capacity, our belief is there is still a need of growth in this area, Barrie, to take that capacity that we are putting into the expanded facility as Barrie TS.

Barrie, the City of Barrie itself is, used to be the highest growing area in Canada.  It has continued to grow, especially in the area surrounding Barrie TS or the annexed land that was referred to.

So we are committing essentially Barrie TS to have additional 50 megawatts more capacity.  We have not at this point, until we do another IRRP, say what additional facilities would be required beyond the Barrie TS upgrade to serve this area.  And that would be a subject of the next IRRP, which would have been scheduled roughly around this time this year.

MS. MARCONI:  Okay.  Just to understand something that you said, so there is an opportunity that you could transfer some load to Midhurst.  But I believe you were trying to indicate that that's not a long term solution; that could be a temporary solution.  Am I characterizing that correctly?

MR. CHOW:  It's a little bit of -- I guess it's details.  Even on the reference plan of the IRRP, the assumption is that Alectra would be moving 27 megawatts to Midhurst.  That is included in what Kennan identified as the loading at Barrie TS forecast.

That will open up some space to allow InnPower to take the initial capacity increase at Barrie TS.

So, Kennan, do you have anything to add to that?

MR. IP:  No.  I think you have accurately described it.  The reference forecast does include consideration to move, transfer portions of loads.  In terms of those particular load transfers, I believe they -- I think Hydro One could probably speak to it a little bit more in terms of load transfers.

But to our understanding, the particular load forecasts in the overall area as described by Bob does exceed the medium- to long-term of supply capacity of the combined Midhurst and Barrie TS areas with consideration of load transfers as part of it.

MS. MARCONI:  Right.  Now, have those load transfers by Alectra occurred?

MR. CHOW:  Does the Hydro One parties have better information on that?

MR. REINMULLER:  I will try to respond quickly.  I just need to get to my reference.  I am going back to OEB Staff Interrogatory No.1, Exhibit I, tab 1, schedule 1, page 3, 3 of 6, where we confirm that the 27 megawatts of load that Alectra committed to transfer over to Midhurst has not yet occurred, but they're planning to do so in 2020.

So if you look at the answer (b), we provided that information from Alectra.

MS. MARCONI:  So do I understand correctly then that if Alectra did the load transfer in 2020, there would be an additional 27 megawatts available at the Barrie TS for InnPower's growth?

MR. REINMULLER:  That's not entirely correct.  If you look at the load forecast that was provided on the same page and you look at the historical load, we have been exceeding the Barrie TS LTR, which is 103.5 megawatts.  So consistently over the last couple of years we have been creeping up above the LTR that has been established for Barrie TS.

What this 27 megawatts of load transfer means is normalizing the capacity at Barrie TS to what belongs to Alectra and what belongs to InnPower.  So between the two entities, 90 megawatts for Alectra and 113, 14 megawatts for InnPower, we make up the 103.5, call it 104 megawatts of capacity at Barrie TS.

So all this transfer does is provide some relief right now between today and the time that we're able to upgrade the Barrie TS.

MR. FROST:  I would just like to add to Robert.  It is to normalize the existing capacity, not the incremental capacity, that is subject to the economic evaluations in this application.

MS. MARCONI:  So am I understanding correctly then that, for example, if in 2018 the load was 120 megawatts, then with the move -- transferring some load to Midhurst by Alectra, it wouldn't provide, as you have said, the full 27 megawatts of capacity, because it is already over the LTR, but rather maybe 10 megawatts or something like that?  Is that...

MR. REINMULLER:  I wish I could press this button.

You are correct.  So again, we have to be very cognizant of the limitations of the equipment at Barrie TS. And you see these numbers exceeding the Limited Time Ratings of the equipment, and we manage that real-time.

So there is no -- the intent of planning the system is not to get ourselves managing real-time overages above and beyond the ratings of the equipment.  We have to be able to plan the system to be below these maximum ratings.

So all it does is creates a better situation for real-time operating where they don't have to scramble last-minute trying to find transfers, because in this particular case when you see that we are exceeding the peak demand, somebody took action, probably on a day that this happened, and transferred actually load to other stations to come below the rating of the unit.

So that should be very well understood that we are above and beyond the ratings of the equipment already today at Barrie TS.

MS. MARCONI:  Thank you.

MR. SIDLOFSKY:  The staff questions are going to move on to InnPower at this point.  So it is eleven o'clock now.  I think it would be a good time for a break.  We will break until 11:15.  Thank you.
--- Recess taken at 11:01 a.m.
--- Upon resuming at 11:23 a.m.

MR. SIDLOFSKY:  Okay, we're back and Mr. Martinello is going to be continuing with questions for InnPower.

MR. MARTINELLO:  Thank you.  So I would just like one item to clarify before we kind of discuss some of the InnPower matters.

In OEB Staff interrogatory 2, that's Exhibit I, tab 1, schedule 2, page 2, this is the response to OEB Staff interrogatory 2(b).

There is reference to the Allan detail traction power station and, Mr. Persaud, I know you mentioned -- I think there was a GO or Metrolinx station coming to Innisfil.  Is this the same station you're referring to, the Allendale traction power station, or is this a different station?

MR. PERSAUD:  This is not the station I was referring to.  We're referring to the Innisfil GO station, which will be approximately at the 6th line and 25th sideroad.

MR. MARTINELLO:  Do you have an idea for how much kind of load and demand that station would --


MR. PERSAUD:  I can't speak to Metrolinx, but my understanding is that should be relatively negligible as it is just supposed to be a station that's there, not an electrification station for the track.

MR. MARTINELLO:  Okay, thank you.

MS. MARCONI:  To clarify, would that be InnPower's customer?

MR. PERSAUD:  Correct.

MS. MARCONI:  As the station?

MR. PERSAUD:  Correct.

MS. MARCONI:  Thank you.

MR. MARTINELLO:  So in your presentation, you highlighted some of the developments that are kind of coming in the Innisfil-South Barrie region which are kind of driving these load and capacity needs that you've highlighted throughout your presentation.

I was just wondering, in terms of the actual developments, are they actually like shovels in the ground being constructed, or some are still in the planning stages?  Could you just elaborate on that a bit more, please?

MR. PERSAUD:  Yes.  There are developments that are happening at the moment all across the service area.

MR. MARTINELLO:  Do you have an idea like numbers?  How many of them?

MR. PERSAUD:  I don't have exact numbers in front of me for that.

MR. MARTINELLO:  Would you be willing to undertake to provide the number of developments that are currently being constructed within kind of a proposed state, and then kind of give a projection kind of within the next 15 years?

MR. PERSAUD:  The projection within 15 years?  I think you have asked for that for 5 years.  Are you talking about the load, or the ...

MR. MARTINELLO:  No, for developments, like customers coming in and connecting.

MR. PERSAUD:  I think we can provide that, sure.

MR. MARTINELLO:  And the number of units.

MR. PERSAUD:  Sorry, I am being told it is already provided for you for the Hewitt-Salem group as part of the evidence package.

MS. MARCONI:  I think we were trying to understand sort of what specific stage of development.  Like for example, if we go back to slide -- I think it is 12 of your PDF.  Sorry, just one slide up there.

We see that there is all of these various areas and I think we're trying to understand, you know, are there shovels in the ground on some of these, all of these?  Have some maybe a first stage been constructed and there is more stages to come, I think just to get a better sense of where the various -- the growth is in these area.

MR. PERSAUD:  We can certainly provide that to you.  That is part of our load forecast.

MS. MARCONI:  Thank you.

MR. PERSAUD:  You have the Hewitt and Salem ones in front of you.  I think it shows what has been built out so far, and then the forecast of what is to be built out.  So that would speak to the shovels in the ground there.

And then for the rest of it, we can certainly provide that.  But it is active development all around.

MS. MARCONI:  Great.

MR. SIDLOFSKY:  We will make that JT1.2. 
UNDERTAKING NO. JT1.2:  TO PROVIDE CURRENT CONSTRUCTION DEVELOPMENTS IN PROGRESS OR IN THE PROCESS OF PERMITTING, WITH A PROJECTION WITHIN THE NEXT 15 YEARS, INCLUDING UNITS PLANNED AND UNDER CONSTRUCTION

MR. MINICHINI:  Just for the record to clarify, what is the exact undertaking?

MS. MARCONI:  I think it is to provide -- I guess it is a summary or information on the status of the developments, in terms of whether there's shovels in the ground, currently being constructed, going through permitting that kind of thing.

MR. PERSAUD:  Summary of active developments.

MR. MARTINELLO:  I am curious.  In terms of the risk of some of these developments not materializing, could you speak to that?

MR. PERSAUD:  So like I mentioned, we have a number of developments that are proceeding right now.  So the risk is very low that they will not be proceeding.

For future development, what we've done is some sensitivity analysis around those numbers.

We have examined the city of Barrie's development charges study.  We have looked at their Official Plan.  Those have been vetted by other professionals throughout the industry, and we found that while they have discounted those numbers, those numbers still are substantial and meet the need of this project.

MR. MARTINELLO:  And just out of curiosity, in terms of the developments that are coming in, will any of the developers be providing any sort of capital contribution?

MR. PERSAUD:  Yes.  So for the -- I will let Glen maybe speak to the details of that.

MR. MCALLISTER:  So when they are doing their internal subdivision works, then yes, there will be capital contributions provided for the internal subdivision works, but not for the -- sorry, and yes for the external subdivision works as well.

So basically we're looking at two different things.  We're looking at the spine works which is a distribution network, and then the internal subdivision work.  So they will be providing capital contributions towards all of those works.

MS. MARCONI:  But does that mean not for sort of upstream transmission reinforcements?  They wouldn't be contributing towards that?

MR. MCALLISTER:  No, as part of the DSC, that is not able to be passed on because none of those customers meet the 5-megawatt load.

MS. MARCONI:  Thank you.

MR. MARTINELLO:  Next, can we turn to OEB Staff Interrogatory No. 1(e)?  This is table 2.  That is Exhibit I, tab 1, schedule 1.  I believe it is page 4.  Scroll down just a bit to table 2.

So you will see here in table 2, the InnPower load in 2019 was nine.  And in 2020, it goes up to 2022.  Can you explain that significant jump?

MR. PERSAUD:  Sure.  That is explained in the -- it is explained in the IR response.  But if you look on letter (e), it says that in 2019 the peak was actually 11 megawatts.  However, its load was 9 megawatts at the time when the entire Barrie TS hit its peak.

MR. MARTINELLO:  Correct.  But can you please explain what drives to 22 megawatts in 2020?  I mean, is a rather significant jump that you are making from the 2019 load to the 2020 load.

MR. PERSAUD:  So I can't speak to exactly what that was, if it was load transfer or if it was growth.  But that is what we experienced on the Barrie 13 m3 feeder.

MR. MARTINELLO:  So in 2019, if you scroll down to table 2, please ...

MR. PERSAUD:  For your forecast for --


MR. MARTINELLO:  So 2019, you have nine is your value reported there for your InnPower load of megawatts.

In 2020, which is a forecast you are projecting it to be 22 megawatts.

MR. PERSAUD:  22 megawatts.

MR. MARTINELLO:  Can you please explain what is driving the increase from 9 megawatts to 22 megawatts?

MR. PERSAUD:  That would be the increase in load, the increase in customer connections that were looking to connect.

MR. MARTINELLO:  Residential and commercial?

MR. PERSAUD:  Residential and small commercial.  Not the industrial.

MR. MARTINELLO:  When are industrial expected to come in in that timeline?

MR. PERSAUD:  We haven't really seen a near term forecast for the industrial at the moment.

MR. MARTINELLO:  Okay.

MR. PERSAUD:  But it is up to the 2032 mark.

MS. MARCONI:  So just to clarify, you are expecting this year you will see a doubling of demand compared to last year, last summer, from 11 megawatts to 22 megawatts?

MR. PERSAUD:  So we would have to take that away to take a look at that.  When we supply our forecast, we can give you a solid answer.

MR. MARTINELLO:  When you provide the forecast, could you please provide narratives for kind of the changes between years, like what's driving them?

MS. MARCONI:  I think also if it's possible to break that forecast down in terms of the residential, industrial/commercial, like to the extent there is different segments contributing to that jump for this summer, that would be appreciated.

MR. PERSAUD:  Sure.

MR. SIDLOFSKY:  We will make that undertaking JT1.3. 
UNDERTAKING NO. JT1.3:  TO PROVIDE DEMAND FORCAST NARRATIVES EXPLAINING CHANGES BETWEEN YEARS BROKEN DOWN BETWEEN RESIDENTIAL, INDUSTRIAL/COMMERCIAL 


MR. MARTINELLO:  And if we stay here at Table 2, you can see 2020 the load increases to -- it is forecast to increase to 22 megawatts, in 2021 to 29 megawatts, and then by 2024 it kind of stabilizes at 50 megawatts.

Now, when you turn to OEB Staff Interrogatory No.16(a), so this is Exhibit I, tab 1, Schedule 16, and it is page 2 of 4, there is a quote in there that says "the BATU project is required" -- yes, right there:

"The BATU project is required to service load growth, which is anticipated to increase at a more or less even annual stream over the next ten to 15 years, as opposed to a sudden step change at a particular point in time."

Can you please just kind of clarify that statement with kind of the trends we're seeing in Table 2, because...

MR. PERSAUD:  Testing.  So again, we will take that as an undertaking.  I believe -- I don't want to say this is confirmed, but I believe this is because of the shifting of loads to move loads more into the Barrie area.

So as you can see from my power supply and demand slide, it looks like we're all-around tapped out.  It looks like Alliston TS, Barrie TS, a little bit of Everett TS is okay.  I don't know if you want to go to that slide real quick.

Up, up.  So we will take it as an undertaking, but my understanding is that when we get the increase for Barrie TS we will be moving load on to those feeders to free up load in the mid to southern part, which would cause that increase.

But we will take it as an undertaking.

MR. MARTINELLO:  To clarify kind of that discrepancy between the statement and the table and provide any other information to help kind of clarify that matter?

MR. PERSAUD:  Absolutely.

MR. MARTINELLO:  Thank you very much.

MR. SIDLOFSKY:  JT1.4. 
UNDERTAKING NO. JT1.4:  TO CLARIFY THE DISCREPANCY BETWEEN THE STATEMENT AND THE TABLE QUOTED IN REFERENCE TO OEB STAFF INTERROGATORY NUMBER 16(A), EXHIBIT I, TAB 1, SCHEDULE 16, PAGE 2 OF 4.

MR. MARTINELLO:  If the forecast for your loads don't materialize as you've predicted here and throughout kind of the evidence, how would that impact your capital contribution payment?

MR. MCALLISTER:  Sorry, which capital contribution?  The -- to Hydro One?

MR. MARTINELLO:  Yes, to Hydro One.

MR. MCALLISTER:  If the load does not materialize then when Hydro One does their true-ups it would increase the amounts due from InnPower to Hydro One if the load does not materialize as per the load forecast.

MS. MARCONI:  Also, I am wondering, I guess, curious as to how the forecast in the table as you saw had a jump step, and in the description in the other interrogatory it talked about slow sort of incremental growth.

I am wondering how -- if the need to pay for the capital -- the contribution through installments might change if the forecast is sort of consistent with Table 2 versus a slower incremental growth.  If you can comment on that.

MR. FROST:  Hydro One will comment on that.

Under the Transmission System Code there is actually several periods under -- I think I have the correct transmission code reference.  I believe it is 653, for the customer to provide updates to their load forecast, which, this application is utilizing the current and best estimate of load forecast right now.

After a project is complete there is an actual cost reconciliation in which, again, the customer is allowed to provide an update to their load forecast.

And then, since InnPower is a distributor and a low-risk customer, they have true-ups at the five-year, the ten-year mark, as well as potentially the 15-year mark, depending on how they track to their original load forecast, and at each of those steps they are allowed to apply or provide Hydro One with an updated load forecast, and also the impact of CDM and distributed generation on those forecasts as per the code.

So if they do not achieve their load forecast initially but then it starts to exceed it afterwards, those effects may cancel each other out if there is a -- one or two of their developments are delayed but then there's several more that, as they showed in their presentation, weren't included in their forecasts, came on stream, there might be a net zero impact to the capital contribution.

The capital contribution is very sensitive to the load and the timing of that load, which is why the Transmission System Code has those true-ups.

MR. MARTINELLO:  Thank you.

Referring to the presentation deck that InnPower had this morning.  It is the slide entitled "power requirements to 2032".  It is the, I think the second-last slide that was presented.  17 there.

So for large commercial and industrial employment lands, you mentioned that you used that 40 percent discount factor.  And correct me if I'm wrong, did you say that was a measure of certainty of these developments materializing, or...

MR. PERSAUD:  Correct.

MR. MARTINELLO:  Correct, okay.  Now, is there a reason that you did not use one for residential, schools, recreation centres, and small commercial developments?

MR. PERSAUD:  We did that through the sensitivity analysis.  We have more certainty that the residential, schools, rec centres, and small commercial will emerge as you will be seeing through our undertaking.

And so what we ended up doing was using a discount factor, as I described before, for the residential as a scenario, and we looked at that scenario, and I think it works out to about 65 percent -- sorry, about a 35 percent discount.

And if you discount the 24,593 customers by that amount it roughly works out to about 13-, 14,000, about that.  And that already meets the need for the BATU project.

MR. MARTINELLO:  Thank you.

And then I have another question.  Can you clarify if any load was supplied in 2019 from either the Alliston transformer station or the Everett transformer station?

MR. PERSAUD:  If any load was supplied by those stations?

MR. MARTINELLO:  Yes.

MR. PERSAUD:  Yes, they were.

MR. MARTINELLO:  Okay.

MR. PERSAUD:  So on my slide -- on my power supply and demand slide, I believe it is slide 3 or 4 -- yes, so you can see on the first, the second, third row there, Alliston TS, we take a significant amount of load from that, about 50 MVA, and from Everett we have 1.37 MVA.

MS. MARCONI:  Sorry, I guess to clarify, but it doesn't appear here that there was incremental load that was transferred from Barrie TS to Everett or Alliston.  Is that accurate?

MR. PERSAUD:  So these are at system peaks.  It doesn't show individual transfers throughout the year.

However, generally speaking we don't do a lot of transfers in between these stations.  We typically have the Barrie TS that will service the northern part.  Alliston will service the middle and bottom parts, and we have a little bit of Everett TS that services our Cookstown distribution station for the Cookstown area.

MS. MARCONI:  Good, thank you.

MR. PERSAUD:  You're welcome.

MR. MARTINELLO:  Then the question I have, in response to OEB Staff Interrogatory 2(b), Exhibit I, tab 1, Schedule 2, page 2 of 2.  Hydro One provides a response that InnPower is considering to build a transformer station in the next five to ten years.

MR. PERSAUD:  Hmm-hmm.

MR. MARTINELLO:  I will wait for it to be pulled up.  That is Exhibit I, tab 1, Schedule 2.  Yes.  It is the second paragraph of the answer B there.

It says:

"To the best of Hydro One's knowledge, InnPower is considering to build a new transformer station in the next five to ten years that will also be supplied from this project's new 230 kV line and utilize capacity of the line."


Can you speak it this transformer?  Is it fairly certainly certain that you will be constructing it, as well as timelines associated with it?

MR. PERSAUD:  We're in the very, very preliminary stages of what that looks like.

The BATU project I see as the foundation to basically build the house, if we need to in the future.  We will be tracking our forecasts very closely to identify this need, as opposed to looking into any sort of ways we can help with this growth.

However, as I mentioned before, the BATU project offers us 36 megawatts of incremental capacity, which services about 11,800 customers and our forecast, if it materializes as such, results in about 25,000 customers.

And so if that forecast materializes as such, we would have to meet that need elsewhere.  Perhaps that's looking at Alliston.  Perhaps that is looking at other supply points.  It is very preliminary at this time.

MR. MARTINELLO:  Thank you.  I will now transition to some questions more specifically to Hydro One at this point in time.

So in response to OEB Staff Interrogatory No. 4, that's Exhibit I, tab 1, schedule 4, specifically response (c) Hydro One, you have provided an overview of kind of the asset conditions that you have at Barrie TS, Essa TS, as well as the associated E #3b and E #4b lines.

I was just wondering if you would be able to provide a high level overview of Hydro One's process of determining if an asset is at end-of-life.

MR. REINMULLER:  I will do that.  Just give me one second.

So consistent with the response in number (c) or letter (c), Hydro One has a very comprehensive asset risk assessment process that is carried out yearly.

In this section, we're talking about end of service life and end-of-life.

So if I was to give you a layman's explanation of what end of service life is, I will draw a parallel with a used car.  An end of service life of a used car is about eight to ten years, or 240,000 kilometres.

So that doesn't mean that beyond the end of service life, you cannot use that vehicle.  Beyond the end of service life, depending on the condition of that asset, that is again assessed, depending on the risk that the asset poses if it wasn't available, depending on health and safety concern, depending on environmental concerns related to that asset, you could extend the life of that until it reaches end-of-life.

So in my analogy with a vehicle, if you were using an asset beyond end of service life to do some short trips, to drop the kids off to school two kilometres away, you could actually use that asset and leave it on the side of the road when it breaks.  You would not take that end of service life vehicle to Florida on a family trip.

So I am just trying to make a point that the distinction between end of service life and end-of-life should be very clear for everybody.  End of service life is an indicator that we follow to give us an indication when we have to start looking at assets and start planning them.

And you will appreciate the fact that we plan out seven to ten years, as we reviewed here the IRRP that IESO conducted back in 2014-2015.  We are now in 2020 and we're trying to make a determination what would we need to do in years out. So that is really the analogy of end of service life.

End-of-life is our best approximation of when this asset will result in a condition that is a very -- it's a high or very high risk to our customers.  It is a high or very high risk to safety.  The chances of failure are elevated and the repercussions of that failure would impact customers' reliability safety.

MR. MARTINELLO:  Thank you.  And to continue on with a response to OEB Staff 4c, if you scroll to the next page, I believe you start providing tables, overviewing the conditions of assets.

Would you be able to speak to just kind of provide an overview of these tables like demographics, condition, composite, what these numbers represent and how they were determined?

MR. REINMULLER:  So I will have to say that the methodology to come up with these numbers was probably explained in a lot of detail in our current rate filing, and it was on record part of the EB-2019-0092 -- sorry, yes, that is the existing rate application in front of OEB, and TSP section 2.2 details how these asset conditions are derived.

We have an asset management team that is separate from the planning team that comes up with these yearly assessments and provides these values to us.

On a high level, I will comment on the fact that when you look at these tables and you look at the asset risk assessment column labelled ARA, and the assets are showed as high or very high risk with the explanation in the table on the side, we in planning, we start working on them.

And this is going back to the reason that we need a couple of years to plan.  We need a couple of years to execute, and we need to make sure that we get to these assets before they go up in smoke.

So basically, these asset risk assessments are done by the asset management team, provided to the planning team, and we carry these assessments into the regional planning process, into the planning process overall.

MR. MARTINELLO:  Thank you.  Now, just with regards to the T1 and T2 transformers at Barrie TS and Essa TS, I believe for Barrie TS T1, you say that the asset has been approaching its expected service life as well as at Essa TS T1 and T2 is approaching their expected -- sorry T1 at Essa TS is approaching its expected service life.

In terms of T2 at Barrie TS, has that -- is that approaching its expected service life?

MR. REINMULLER:  They're both -- both transformers at Barrie TS have exceeded their expected service life.

So just for the Board's information, if we -- and I believe this is on record, too, to our rate filing -- but transformers have -- like step down transformers have a 40-year expected service life based on manufacturer's estimates, and auto transformers have a 50-year lifespan for expected service life.

So if you examine the fact that the Barrie TS transformers had been placed in-service in 1962, by the time we get to rebuild the station, they're going to be 60 years old, or 20 years beyond their expected service life.

MR. MARTINELLO:  That was just one thing I was going to ask is when do you expect the did the end-of-life for the transformers at Barrie TS and Essa TS?

MR. REINMULLER:  That is why we're here today and as Bob very eloquently reiterated, we need to make a decision, because we don't want to have a Richview TS and have these Barrie TS transformers up in smoke next to the 400.  So we're close to end-of-life.

As my analogy with the car, you really don't know where end-of-life is.  And I know Board and everybody would like to have a magic number or a magic formula to be able to pinpoint that critical number.

Believe me, if I knew that, I wouldn't be here.  But it is a crystal ball thing.  We base a lot of these decisions on ongoing condition assessments.

As you see on the tables on these two transformers, there is gas information that is being collected regularly.  Condition is being assessed every year.  So it's -- we're near.  We are close.  Could these survive two years?  I can't tell you that.  They could go tomorrow.

The biggest risk here also that you have to be aware of, we're looking at these units as a unit, a pair.  But if we take one of these units out for any reason, there is an animal contact, there is a maintenance event, all the load goes on to the other unit.  So now we're going to be loading that unit that is 60 years old to its maximum capacity and we're going to accelerate the failure.

So all of these assets that we're talking about being end-of-life, the moment one asset fails, the end-of-life comes near for the next one adjacent to it because it takes on additional load, the current increases, and so on, so forth.

MR. MARTINELLO:  Thank you.
Examination by Mr. Price:

MR. PRICE:  I have a few questions related to the Metrolinx project.  And I know we don't have a representative from Metrolinx here, but hopefully Hydro One can assist.

In response to OEB Staff Interrogatory No.2, Schedule 2, page 2, which was -- there's a statement there made in part (b).  I will wait for it to come up.  Thank you.  In the first paragraph that indicates that:

"To the best of Hydro One's knowledge, Metrolinx is planning to build in the near future."

Do you have any update or definition as to what "near future" is?

MR. REINMULLER:  So I will try to respond as candid as I can, keeping confidentiality matters in check.

The short answer is, we continue to work with Metrolinx.  The project is on-track.  Metrolinx has provided all of the information that we need to execute the customer recovery, the CCRA.

So to the best of our information and as we stand here today, the project is ongoing and it's continuing as planned in the past.

The only caveat here -- and the timing, of course, doesn't help us.  Metrolinx has not made the announcement yet.  And I can't comment on when and how they're going to make that announcement.  But from the project perspective we continue to work with Metrolinx as per the plan, and that is all I can say.

MR. PRICE:  Would you be able -- would you have any information on what the lead time is for constructing the electrification station from when Metrolinx I will say initially commits to the project to it actually going online?

MR. REINMULLER:  So the lead time would be very quick.  Just, again, additional details, I am trying to weave here through my thoughts to make sure I don't divulge too much, but Metrolinx, as is probably publicly known, will farm out all of the substation activities to a bid winner.  And when that bid is announced they will be very aggressively connecting all of these stations.

To prepare for that, Metrolinx in the project working with Hydro One will provision every tapped station in advance.  So in other words, we will have a design in advance to connect these loads to specific areas, and when the announcement is made there's going to be an aggressive time line to connection.

So I can't give you specifics.  All I can say is what we're hearing from Metrolinx.  Once all of the items line up they will be very aggressive in executing the plan.

MR. PRICE:  You mentioned that there would be several different connections.  So are they connecting in other locations besides Barrie?

MR. REINMULLER:  Yes.  There is about six traction projects.  Traction -- I forgot what the --traction power substations, TPSs, that Metrolinx is contemplating.

We are working with them to define what those connections mean in different parts of the province -- parts of the GTA and Barrie, one of them being Allandale.

MR. PRICE:  I guess it is not part of this hearing, but would any of those impact on any other regional planning that you are aware of?  Like, would we be running into another potential with one of the other five stations that might lead to having to upgrade a line or transformer station, if you can speak to it?

MR. REINMULLER:  All of these activities have been already factored in, into the regional planning activity.

There's been discussion and provisions, and they're on public record, and regional planning, IRRPs, RIPs, that have been published.

So there's no secret that these projects have been on our radar, on IESO's radar, and there is several areas where these have been considered.

MR. PRICE:  Just one final question, just related to it.  The forecast, is it still expected to be in the 40- to 50-megawatt range for the Allandale traction station?

MR. REINMULLER:  That is one thing that we don't know exactly what will it be.  And it all depends on the design of the project for the TPSs and it all depends on what kind of load they supply.

So these stations supply the load that the train requires to travel a distance between two stations.

If you will, there needs to be a traction power station at both ends of that railway line.  So depending on how many trains and how far the next TPS will be located the load could differ.  So I can't tell you exactly what the loading of these stations will be.

The one thing I would add, though, if we don't proceed with the 230 kV solution the BATU project is contemplating, we won't have a solution for Metrolinx.  We won't have a solution for InnPower beyond the immediate tomorrow, or maybe, you know, with operational measures we can squeak through another year or so.

But beyond that, there's no real opportunities for Metrolinx connections.  There is no real opportunities for any of this growth our colleague, Mr. Persaud talked about.

So whether Metrolinx comes tomorrow or five years from now, I think the BATU project is standing on its own merits.

MR. PRICE:  Thank you.

MS. MARCONI:  It was noted earlier that Metrolinx hadn't committed to capacity on the Barrie project and I just wondered if you could discuss the impact, if any, I guess, on -- that the addition of Metrolinx load would have on InnPower's capital contribution.

MR. FROST:  Yes.  We actually discussed this briefly in interrogatory 16, page (d), page 3 of 4.

If Metrolinx does contract for capacity, this would require them to be -- allocate a cost, and as well as a reallocation of costs from InnPower to Metrolinx as per section 6.3.17 of the Transmission System Code.

This would result in Metrolinx having its own economic evaluation and potentially paying its own capital contribution, depending on the load forecast to Metrolinx, as well as the extent of capacity they're requiring.

MS. MARCONI:  Thank you.

MR. PRICE:  I just have one additional question.  It is not related specifically to Metrolinx.  And it is to do with some of the various load forecasts that we have seen within the IRRP and the RIP, as well as in the tables provided here.

If it would be possible for Hydro One to provide us with a five-year historical and 15-year forecast of the Barrie TS and Midhurst TS coincident peak load.

MR. REINMULLER:  I don't see a reason why not.  We have that information and we could provide it.

MR. PRICE:  Okay.

MR. SIDLOFSKY:  JT1.5.  
UNDERTAKING NO. JT1.5:  TO PROVIDE A FIVE-YEAR HISTORICAL AND 15-YEAR FORECAST OF THE BARRIE TS AND MIDHURST TS COINCIDENT PEAK LOAD.
Examination by Ms. Kwan:


MS. KWAN:   Hello.  I have some questions on the capital contributions, as well as the proposed account.  So I am going to refer first to interrogatory 18.

I don't think we need to turn that up because I am going to be referring to another reference.

But in the interrogatory response, it says that the calculations for customer capital contributions in tables 8 to 10 are provided on page 12 to 14 of Exhibit B, tab 9, schedule 1.

Can you show where on pages 12 to 24 the capital contribution is derived?  So maybe we can flip to Exhibit B, tab 9, schedule 1, page 12.

MR. FROST:  We recognize table 1.  We actually put in the total project cost NPV and not the capital contribution calculation, which would have shown, on the bottom left-hand of the corner, the actual capital contribution of InnPower and we will provide an update with that calculation, which is 13 million -- I will refer to my evidence for a second -- which would be a total of $13.1 million, which would bring the NPV down to zero.

So if you had the added NPV capital contribution, it is saying currently in the PDF here of zero, that would read 13.1. and then the NPV surplus would be zero.

So we will provide an update to that.

MS. KWAN:  Okay.

MR. FROST:  If you refer to transformation table 3, on this one we were showing -- and again, this was an error where we provided the total project cost and the capital contribution there of what was put to network as well as the incremental component.  And again, if you scroll down to there, here we're actually showing the total capital for both sustainment as well as the capital for the -- allocated to InnPower, and that is resulting in a $2.6 million capital contribution.

So we would have to strip out the amounts allocated to the ratepayers for sustainment and advancement of -- let me refer to it -- the 25.2 and the incremental 11.2, and that would be 2.6.  We will provide a clean table of that as well.

MS. KWAN:  Okay.

MR. SIDLOFSKY:  Would you like to provide both of those under one undertaking, JT1.6?

MR. FROST:  That would be fine.

MR. SIDLOFSKY:  Thank you.  
UNDERTAKING NO. JT1.6:  TO SHOW THE DERIVATION OF THE CAPITAL CONTRIBUTION BROKEN DOWN BETWEEN SUSTAINMENT AND INCREMENTAL

MS. KWAN:  Now I am going to refer to interrogatory response 6.  So in the -- in part (a), it says as per this application, Hydro One expects that 84.9 million will be included in its rate base in 2022.

Then it refers to the footnote 2, and then the footnote says it is equal to the total capitalized cost of 86.4 million, less 1.5 million which represents the first year of capital contribution in 2022 from InnPower, and that equals to the 84.9 million.

In the application, in Exhibit B, tab 9, schedule 1, page 7, line -- scroll down a little bit -- line 20.  So it says:
"Once the BATU project is placed in-service, Hydro One will record the project cost less all capital contributions in rate base, i.e. 70.7 million."


So can you clarify?  What is the amount that is going into rate base?  Is it deducting the full capital contribution, or just the paid capital contribution?

MR. FROST:  Hydro One is proposing that the capital contribution that InnPower pays and that the deferral amount -- the entire amount will be removed from the net book value of the assets and treated as paid in full on the day 1, and that the deferral period would be handled, as well as the return required on rate base for that deferral capital contribution in the variance account.

MS. KWAN:  Okay.  So you're saying it is the 70.7 million?

MR. FROST:  The 70.7 million.

MS. KWAN:  Okay.  And for Innpower's rate base -- maybe this is a question more for InnPower, can you confirm that the proposal is for InnPower to include the capital contribution in rate base as it is paid?

MR. MCALLISTER:  As of right now, yes, that is the intention.  So adding the - in this case, over the 15 years would be like 1.4 million plus interest.

MS. KWAN:  Okay.  Can you confirm that InnPower will only be paying Hydro One interest expense at the CWIP rate on the unpaid capital contribution?

MR. FROST:  Hydro One is only allowed to charge that, as per section 6.3.19 of the Transmission System Code.

MS. KWAN:  Okay.  So Hydro One is proposing to exclude the unpaid capital contribution in rate base.  Are you going to be including it as -- in rate base as the capital contributions are paid?

MR. FROST:  Hydro One is proposing to isolate the rate base portion of the deferred capital contribution in its own variance account.

So that Hydro One's rate base, according to the investment plan and what's filed before the OEB in the Hydro One rate case, as well as tracked in the capital and service variance account, remains unaffected.

MS. KWAN:  So at any point, will it ever make it into Hydro One's rate base, even after the balance in the account is disposed?

MR. FROST:  Hydro One does not include capital contributions from distributors as rate base.

MS. KWAN:  Okay.  So can you confirm that in total, Hydro One will be receiving the weighted average cost of capital on the unpaid capital contribution, either through recording it in the account, or receiving it from InnPower?

MR. FROST:  As stated previously, Hydro One is not allowed to recover this from InnPower, as per section 6.3.19 of the transmission code, which states that Hydro One is only allowed to -- the transmitter shall charge interest on the unpaid balance at the Board's prescribed construction work-in-progress CWIP rate, which is updated quarterly and published on the Board's website.

That is all that Hydro One is allowed to recover on a deferred capital contribution.

As per -- Hydro One has applied, in alignment with the notice of revised proposal to amend the code dated on August 23rd, 2018, as part of the Board filed number EB-2016-0003, and this is page 17 which states:

"A transmitter expressed view that distributors should pay interest to the transmitter at the transmitter's OEB-approved cost of capital on the unpaid balance, rather than the OEB's prescribed construction work-in-progress CWIP rate proposed in the September proposed amendments.

The OEB does not agree, as only the amount has been paid in instalments will be included in the distributor's rate base.  The outstanding balance will remain in the transmitter's rate base until the distributor pays the full cost which it is responsible and will continue to attract the full return on rate base.

What Hydro One has done is requested the variance account to continue to attract the full return on rate base on the deferred capital contribution while minimizing the impact on transmission ratepayers.

MS. KWAN:  So you're saying that you are going to be receiving the CWIP rate from InnPower.  And then for the remaining balance you are requesting to put it into the account to receive the weighted average cost of capital.  Correct?

MR. FROST:  If I may actually direct you to the evidence.  I will give you the reference.  Exhibit B-9.1, attachment 1.  Table A.  Page 3 of 6.

As you can see, Hydro One has placed the capital contribution amount of deferral on the top line there, which calculates a rate base.  It has an interest revenue of -- that we are estimating using the current OEB prescribed rate on that unpaid balance.  And we have also calculated the return on rate base on the deferral amount.

If you scroll down you see that the interest revenue is 391 and the -- in year 2.  And the total required return on rate base is 891 on the deferred capital contribution.

If you continue to scroll down, you will see that what we are actually planning to include in the variance account is just the amount necessary to achieve the difference between what we need to have in revenue to achieve the return on rate base versus what we have collected from InnPower, as per 6.3.19 of the TSC.

MS. KWAN:  Okay.  Can you provide any further details on why Hydro One believes that the weighted average cost of capital, which includes a return on equity, is appropriate, given that the capital contribution is not in Hydro One's rate base?

MR. FROST:  Sorry.  Can you repeat the question?

MS. KWAN:  Can you provide further details on why Hydro One believes that the weighted average cost of capital, which includes a return on equity, is appropriate, given that the asset isn't in Hydro One's rate base?

MR. FROST:  Yes, I can.  As I stayed previously and read into the evidence, on a notice of revised proposal to amend the code, the OEB itself stated that the outstanding balance will remain in the transmitter's rate base until the distributor pays the full cost which it is responsible and continue to attract the full return on rate base.

The reason why Hydro One believes that the cost of capital is appropriate, if I may read the -- one of the cost-of-capital parameters -- I am reading the one dated October 31st, 2019.  And this is in alignment with EB-2009-0084, report of the Board on the cost of capital for Ontario's regulated utilities, which states that:

"The OEB considers the cost-of-capital parameter values shown in the table above, which references equity at 40 percent, long-term debt at 56 percent, and short-term debt at 4 percent, and a relationship between them to be reasonable and representative of market conditions of the time of the cost for hydro."

And if I may add, that is the cost to Hydro One to fund its capital.

MS. KWAN:  Okay.  Has Hydro One considered any other rates besides the weighted average cost of capital?

MR. FROST:  Hydro One is attempting to fully recover its return as per rate base in accordance with the OEB's notice to revise -- or revised proposal to amend the code.  And the reason we are proposing to segregate this out of our rate base is not -- is to minimize the impact on transmission ratepayers.

We could have just left it in our rate base, and that would have caused negative impacts on our transmission ratepayers from tax and depreciation.

This is why we have proposed alternative treatment.

MS. KWAN:  So the account, it would be disposed to Hydro One ratepayers though, right?  So Hydro One ratepayers would be the one that is paying for it?

MR. FROST:  Hydro One will be proposing in a future rate case on the disposition of that account, but it is our understanding that it would be a Hydro One transmission network ratepayers that will be paying for that.  As per 6.3.19 of the code we are only allowed to charge InnPower the OEB prescribed construction work-in-progress.

MS. KWAN:  Moving on to interrogatory 20.  So it states that Hydro One's business plan assumes that any customer capital contribution are received on Day 1, thus lowering rate base and revenue requirement.

Is this approach still used if there's a known capital contribution extension?

MR. FROST:  This is the current view of Hydro One.  This is the first extension we received.  These code amendments are new, and they're only just now being understood and the impacts being understood.

Hydro One is continuing to plan that it will receive approval of this variance account, as it applied for, and will continue to reduce its rate base with 100 percent of the capital contribution as -- when the project goes into service.  And any deferred capital contributions would be moved to this variance account for tracking.

MS. KWAN:  So if, in the event the account is not a proved and you were under -- I guess you were recording the transactions under normal accounting practices, you would be recording the capital contribution into rate base as the payments are made?

MR. FROST:  That is correct.

MS. KWAN:  Okay.

MR. FROST:  And that would actually result in negative impacts on our ratepayers.

MS. KWAN:  Okay.  I will probably ask about that in a little bit.

So also referring to interrogatory 20.  It states that:

"Hydro One anticipates the annual cumulative impacts of shortfalls will grow as other distributors become aware of TSC 6.3.19 provisions."

Can you provide the Hydro One -- Hydro One transmission's actual and forecasted annual total customer capital contributions and the net book value of capital assets, excluding any impact from capital contributions for -- from 2015 to 2022.

MR. FROST:  Hydro One in the rate evidence has already provided a forecast.

Are you asking for actuals from 2015 to 2020 of capital contributions?  Those were prior to the code amendments and were not subject to this deferral period.

MS. KWAN:  Yes.  I understand.  But I just wanted to get an understanding of the magnitude of the capital contributions.

MR. FROST:  Oh, well, in our evidence in EB-2019-0082, Exhibit B-1-1, page 15 to 18 of 20, Hydro One has already disclosed a number of projects which are subject to capital contributions, including the, less the capital contributions.

On the 2020 to 2022 period capital contributions from distributors is over $200 million.

MS. KWAN:  On an annual basis or in total?

MR. FROST:  In 2020, in just system access alone, it was $130 million.  But there's also system renewal, system service, which the Barrie area was there and was not expected at that time to have a capital contribution, so it was zero in that part, and table A general plant and maintenance.  They're broken out in that manner.

Not all capital contributions are subject to section 92s.  A customer such as a distributor could just be asking for an upgrade to an existing transformation station, and no line capacity is needed.  So they just need a bigger transformer in the station.

And we might not even be aware of that right now and that could be subject to -- they could come to us on their own needs in a year or two and ask for a new transformer.  And as per the code, they would be allowed to defer that capital contribution over five years at their discretion.

MS. KWAN:  Okay.  So the reference you had provided in the rates case, that gives, I guess, the majority of the capital contributions that are known at this time, but not all, right?

MR. FROST:  That gives the best information that Hydro One has right now on the potential extent of capital contributions, which is about $250 million over two years.

MS. KWAN:  Okay.  I am going to move on to interrogatory 19.  So it states that a part of the revenue requirement difference between the net book value reduction methodology and the loan methodology is due to the impact of depreciation as shown in tables C and D, Exhibit B, tab 9, schedule e, attachment 1.

Can we actually go to that exhibit, Exhibit B, tab 9, schedule 1, attachment 1?

If you scroll down a few more pages, so is the depreciation calculated in the top part depreciation on the capital contribution?

MR. FROST:  It is -- prior to the capital contribution being received, since we haven't reduced our net book value, that has an impact on our depreciation and that is the calculation shown there.

MS. KWAN:  So it is on the gross asset, then?

MR. FROST:  It is only on the deferred capital contribution.  We didn't do it on -- we expect no difference on the amounts that are not subject to the capital contribution between the two methods.

MS. KWAN:  Sorry.  Can you clarify?

MR. FROST:  The project is $86 million of capital and $4 million of removals of $91 million of total expenditures.

The capital contribution is only 15 million.  So the 70 million that is not part of the capital contribution, that would be included in Hydro One's rate base as per any other transmission project with a customer with a capital contribution and depreciated normally.

MS. KWAN:  So the amount in here, the 125 under year two, current year depreciation --


MR. FROST:  Actually, could we go to table C?  I think it is -- that is closer to what is being applied for.  If you could scroll that a little further -- or could you zoom-in a little closer please into year two?

So as you can see, all we're depreciating is on -- these are 50-year assets.  So the depreciation is on the 50-year asset on the remaining 13 in year two, 13.592,000.

As you can see, every year the depreciation is being calculated at a lesser amount, not because the depreciation methodology has changed, but because the value of the assets being depreciated is being reduced as the capital contribution is being paid.  It is still being done on a straight-line basis.

MS. KWAN:  Okay.  So then that in year two is --


MR. FROST:  $482,000.

MS. KWAN:  I'm sorry, how much?

MR. FROST:  This is in thousands because it is 14,638,000 is the first row.  So when you get to the depreciation in year two, it would be $282,000 is the depreciation.

MS. KWAN:  Okay.  In interrogatory response 19, Hydro One indicated that the revenue requirement difference between the net book value reduction methodology and the loan methodology would be a permanent difference.

So excluding the impact from the proposed account, would using the loan methodology have any future impacts on rates?

MR. FROST:  Using the loan methodology has actually mitigating impacts on future rates, as it minimizes the potential tax payments that Hydro One would be required to make to the Canadian Revenue Agency.

Capital contributions are subject to different rules under the Income Tax Act compared to what the OEB has ruled, and that Hydro One has only a limited time frame in which to either book or amend capital contributions.  And any capital contributions outside that time frame is considered revenue and paid for, and then attracts full corporate tax rate on it.

MS. KWAN:  So you're saying it is going to affect your PILs line in the revenue requirement in future rates as well, then?

MR. FROST:  It will affect our income tax line.

Hydro One doesn't pay PILs, I believe.  But it would impact -- Hydro One in its transmission rate application has asked for another variance account to track this difference between what is capital contribution and the tax.

And according to the Board Staff submission, it also supported the creation of this variance account.  But it is not yet approved by the OEB.

MS. KWAN:  Okay.  In the event that the OEB denies Hydro One the accounts to record the difference between the weighted average cost of capital and the CWIP on the unpaid capital contribution, would the net -- the two methodologies, the net book value and the loan methodology, still apply.  Can it still apply to the capital contribution?

MR. FROST:  Could you clarify the question, please?

MS. KWAN:  So if the Board doesn't allow or doesn't approve of this account, and Hydro One can only receive the CWIP rate on the unpaid capital contribution, can this -- the two methodologies of recording the capital contributions still apply?

MR. FROST:  Hydro One is of the view that in order to -- it would remain in Hydro One's rate base in alignment with the notice of revised proposal to amend the code to keep this deferred capital contribution in its rate base, and would require it to make adjustments accordingly.

MS. KWAN:  So you're saying the loan methodology cannot apply?

MR. FROST:  Hydro One wouldn't -- we are proposing to treat it as a loan in a variance account.

What in effect the OEB has asked Hydro One to do is enter into a new line of business, and be a bank to distributors for deferred capital contributions.  And this is why we have proposed a variance account to track that.

MS. KWAN:  So if I go to the previous Exhibit B, tab 9, Schedule 1, attachment 1, Table C -- or actually, Table B, I guess.  If you scroll down a bit.  A little bit more.

So the loan methodology, is it to record the capital
-- unpaid capital contribution into a deferral account?

MR. FROST:  The sole purpose of this account is to capture the variance between what Hydro One is allowed to recover from InnPower according to section 6.3.19 and the amount required to continue to attract the full return on rate base in alignment with the notice to revise proposal to amend the code.  That is all that Hydro One is seeking to recover.

The deferred capital contribution is the -- the expectation is that InnPower will draw-down that amount as it pays.

MS. KWAN:  So would it be -- so I guess if the OEB denies the account, then Hydro One would not propose to record the unpaid capital contribution into a deferral account using the loan methodology?

MR. FROST:  Well, if the OEB denies the deferral account, I don't believe we would be allowed to record this into a variance account.

MS. KWAN:  Okay.  Let me clarify.  So if they deny the part of the variance account that tracks the difference between WACC, the weighted average cost of capital, and CWIP, but they allow for a variance -- or a deferral account to record the unpaid capital contribution.

MR. FROST:  Are you proposing that the Board would not allow Hydro One to continue to attract the full return on rate base?

MS. KWAN:  Yes.  If that is a potential outcome of this.

MR. FROST:  If that is the case, Hydro One would continue -- what would the purpose of the deferral account be without this?

MS. KWAN:  I guess you said that the loan methodology would have beneficial tax implications for Hydro One.  So I just wanted to understand if that is the case.

MR. FROST:  Hydro One would always endeavour to minimize the taxes on it that its ratepayers are required to pay.  However, without the assurances of the OEB on tracking this account, it would create issues when we deal with the Canadian Revenue Agency.

My instructions were that this would need to be very carefully constructed to avoid future capital contributions or the deferred capital contribution payments being paid by InnPower not to attract -- or not to be deemed as revenue by the Canadian Revenue Agency and attract full corporate tax rate.

MS. KWAN:  Okay.  And my next questions are for InnPower.  If we can turn to interrogatory 16.  At the bottom of the page, in the footnote.  So it says:

"InnPower estimated the impact of residential customers' base distribution charge by year five to be an increase of greater than 10 percent under the five-year scenario and an increase of 3 percent under the 15-year scenario."

Can you provide the exact percentage increase under the five-year scenario?

MR. MCALLISTER:  I don't have it with me, but we can provide the exact numbers --


MS. KWAN:  Okay.

MR. MCALLISTER:  -- for the difference between the five and the ten -- or five and 15.  Sorry.

MS. KWAN:  Okay.  I am asking more about the 10 percent, because it just says greater than 10 percent.  I am not sure if it's close to 10 or...

MR. MCALLISTER:  We did it at a high level, so...

MS. KWAN:  Okay.  But you will undertake to provide the exact percentage?

MR. MCALLISTER:  Yes, yes, we can provide the exact percentage that the model calculated.

MR. SIDLOFSKY:  That will be JT1.7. 
UNDERTAKING NO. JT1.7:  TO PROVIDE THE EXACT PERCENTAGE CALCULATED BY THE MODEL.

MS. KWAN:  So the 10 percent over a five-year period is an average of 2 percent per year on distribution charges are considered high bill impacts.  Can you explain why?

MR. MCALLISTER:  So in InnPower's service territory we are already among the highest rates in the province.

So the thought is, for me, is to -- anything greater than a zero percent is a significant rate impact to InnPower's customers.  So extending it out over the 15, while still an incremental increase, is less than the capital contribution over five years.

MS. KWAN:  Okay.  So InnPower is expected to rebase for rates effective January 1st, 2022.  And the BATU project is in-service -- is expected to be in-service in 2022 as well.  Can you explain when InnPower will start making the capital contribution payments to Hydro One?

MR. MCALLISTER:  So at the moment we're proposing 2022, but nothing is firm.  So we are going to wait and see, and that might get pushed out a year, but we can answer to the capital contributions.

MR. FROST:  The initial payment on the capital contribution under the Transmission System Code is due on in-service.  And then subsequent payments are made in installments on the anniversary of that in-service as per the Transmission System Code.

MS. KWAN:  Okay.  Okay.  So in interrogatory response 16, part (a), it says if the capital contribution is payable over five years, the full 15.7 million will be included in InnPower's next cost-of-service rate application.

So how, if you are rebasing in 2022 and the first payment is in 2022 -- and I think you previously said that you are including in rate base the amounts that are -- only the amounts that are paid, how -- I guess what amounts are you actually including in rate base, and I guess how it affected the bill impact calculation of the 10 percent and the 3 percent?

MR. MCALLISTER:  So I will have to take that one away, because I can't speak to that one here without having the models in front of me.  So we did for the rate-base calculation include the 15 in year one.

MS. KWAN:  Okay.

MR. MCALLISTER:  So we included the 15 in year one for the five-year and five million in year one for the 15 years.

MS. KWAN:  So in year one, year one being 2022?

MR. MCALLISTER:  At the moment 20 -- January 2022 -- or 2022 is the proposed in-service date.  So that's -- it is a coincident that that ties into when we're going to rebase, but at the moment 2022 is the in-service date.

MS. KWAN:  Okay.  So can you provide revised bill impact calculations with -- if you are proposing to include in rate base only the payments that you made, then that would be not the same as --


MR. MCALLISTER:  Correct, correct.

MS. KWAN:  -- same as having it all in year one, right?

MR. MCALLISTER:  Yes.  Yes.  We can do that.

MR. SIDLOFSKY:  That will be JT1.8. 
UNDERTAKING NO. JT1.8:  TO PROVIDE REVISED BILL IMPACT CALCULATIONS.

MS. KWAN:  And that would be for both scenarios under the five and 15?

MR. MCALLISTER:  Yes.  We can do that for both -- both the five and 15-year.

MS. KWAN:  Can you also explain which load forecast was used to calculate the bill impacts?

MR. MCALLISTER:  So the load forecast that was used was the one that was provided.  We didn't deviate from the load forecast that was provided for the rest of the application.

MS. MARCONI:  Is that the one we showed earlier in table 2 or whatever, with the increase between 2019 and 2020?

MR. MCALLISTER:  Sorry, which -- you mean the nine versus --


MS. MARCONI:  The nine, yes.  To the --


MR. MCALLISTER:  It was based -- I will have to confirm which one it was used.  But it was what was in the evidence.  We tied the rate impact into the evidence.

MS. MARCONI:  Maybe you could just make that clear in your response, thank you.

MR. MCALLISTER:  Yes.

MS. KWAN:  And also can you provide the total bill impacts and not just the bill impacts on the distribution charge on an annual basis for the 5-year and 15-year capital contribution period?

MR. MCALLISTER:  Yes, we can do that, yes.

MS. KWAN:  Turning to interrogatory 21...

MR. SIDLOFSKY:  Did you want a separate undertaking for that?  Sorry, just before we move on, that will be JT1.9. 
UNDERTAKING NO. JT1.9:  TO PROVIDE THE TOTAL BILL IMPACTS ON AN ANNUAL BASIS FOR THE 5-YEAR AND 15-YEAR CAPITAL CONTRIBUTION PERIOD

MS. KWAN:  At interrogatory 21, InnPower indicated that the 15-year contribution period would allow InnPower to manage its annual capital expenditures to include the 1.05 million capital contribution payment.

Can you confirm that this means that InnPower does not plan to submit an ICM application for the capital contribution?

MR. MCALLISTER:  Yes.  At the moment, we're not intending to request an ICM to pay for the capital contributions for the BATU upgrade.

MS. KWAN:  Okay.  And in the same interrogatory, it states that if the 15-year extension is disallowed, InnPower will also incur significant borrowing costs which will be included in revenue requirement to finance the large annual 3.14 million payment.

Do you have an estimate of the 5-year -- of a 5-year and 15-year debt rate that InnPower would incur to finance the annual payments if the debt was obtained externally?

MR. MCALLISTER:  So in what we provided to the OEB yesterday, we have -- tab C has a chart of our covenants ratios.

And in that, if we need to borrow the $3.14 million, then it puts us in default of our debt service coverage ratios in the first year of borrowing, which would virtually eliminate our ability to actually borrow those funds.

So that's another reason for stretching the payments from the 5-year to the 15-year.

MS. KWAN:  Can you explain this table, because there's three tables and I am not sure what is what.

MR. MCALLISTER:  We have borrowing from TD Bank and we also have lending from Infrastructure Ontario.

So the top chart is the debt to capital covenant from TD, and the bottom two are the debt service coverage ratios.  The top one, the middle line is TD, the bottom one is Infrastructure Ontario.

So where it says DSC TD, that is what our debt service coverage ratio is as per TD.  And then you will see as well below is DSC Infrastructure Ontario.  And in 2022, if we need to borrow the 3.14 million, then we're in violation of our debt service coverage ratios.

MS. KWAN:  But if it were over a 15-year period, the covenants would be met?

MR. MCALLISTER:  If it is over a 15-year period, my intention is to not need to borrow the funds.

The $3 million represents a very significant portion of what is in our rate base for capital at the moment.  And to be able to come up with 15 million, almost 16 million over 5 years, would be very financially difficult and would not be financially prudent for InnPower.

MS. KWAN:  So I just want to confirm I heard you correctly.  If it is over a 15-year period, you would not be borrowing externally?

MR. MCALLISTER:  As we sit here right now today, that is my intention, is to not have to borrow money to pay for the -- I think it is 1.4 million annual contribution.  That would get worked into our future capital.

MS. KWAN:  Okay.  Going back to our original question, would you have an estimate of your -- of a 5-year and 15-year debt rate, if you were to go out externally to get this financing?

MR. MCALLISTER:  What do you mean by debt rate?

MS. KWAN:  I guess what interest rate would you be charged for ...

MR. MCALLISTER:  For this, because interest is included in this, I assumed our most recent borrowing costs.

MS. KWAN:  So the top line under the -- let's say the debt capital TD, is that the rate?

MR. MCALLISTER:  No.  That is our debt to capital -- our debt to capital ratio, which if we go above the 0.68, we're in violation of our covenant.

So none of this is borrowing costs.  This is all our servicing ratios to make sure we still in compliance with the TD Bank and Infrastructure Ontario, who hold the majority of our debt.

MS. KWAN:  Okay.

MR. MCALLISTER:  These are not borrowing costs.  These are borrowing restrictions.

MS. KWAN:  Have you actually made external enquiries about the financing, if you were to go out to get it?

MR. MCALLISTER:  I have made preliminary and that's why we did this, because if we look at the preliminary at the moment, I don't need the money until 2022.  That's the in-service date.  So by borrowing money in 2022, it puts me in violation of the covenants, which means the bank, when they do their calculations, most likely will not loan me the money.

MS. KWAN:  Okay.  I guess in the enquiries you have made, have you been able to determine what rate you would be borrowing at, if you were able to borrow?

MR. MCALLISTER:  If we extrapolated it out, it would be somewhere probably between 3 and a half and 4 percent, which is kind of -- as of right now today, kind of the going rate.

MS. KWAN:  For a 5-year period?

MR. MCALLISTER:  No.  That would have to be -- I would be borrowing roughly -- if it's over the 5-year period, it would be 3.14 million a year and that would probably be payable over 20 to 30.

MS. KWAN:  Twenty to 30 years?

MR. MCALLISTER:  Twenty to 30 years per annual borrowing.

MS. KWAN:  That is at the 3.5 to 4 percent?

MR. MCALLISTER:  Yes.  Again, that is estimated based on what today's rates are.  I don't know what it would be in two years.

MS. KWAN:  Okay.  I have one more follow up question for Hydro One.  I think in the slide presentation today, you mentioned that there could be some implications to other revenues in the rates application.  I just wanted to clarify what that meant.

MR. FROST:  That we will take as an undertaking.  It has come to our attention recently that the -- there is another revenue deferral account, and our current understanding is interest revenue from InnPower would be recovered and booked into that account if it's not treated in this variance account, and then compared to what is in the rate case and then returned to ratepayers at a future rate disposition.

But we need to confirm the accounting and our understanding at that time.  It was relatively recent news.

MS. KWAN:  Can we have an undertaking then?

MR. SIDLOFSKY:  That will be JT1.10. 
UNDERTAKING NO. JT1.10:  TO PROVIDE A CLARIFICATION ON IMPLICATIONS TO REVENUES IN RATES APPLICATION, AS SHOWIN IN SLIDE PRESENTATION

MS. KWAN:  Okay.  I think those are all of my questions.

MR. SIDLOFSKY:  I am going to just ask for the witnesses' indulgence.  If we could take a very short break for about five minutes, we would just like to confer internally among ourselves just to make sure we have covered everything that Staff are interested in.

So if you don't mind, we will break for about five minutes and be right back.
--- Recess taken at 12:50 p.m.
--- On resuming at 1:01 p.m.

MR. SIDLOFSKY:  Thank you, witnesses.  Ms. Kwan just has a follow-up question for the Hydro One witnesses.

MS. KWAN:  Under part A, so it says:

"Hydro One expects that 84.9 million will be included in its rate base."

That is in the transmission rates application right now, right?

MR. FROST:  Correct.  The transmission rate application was submitted -- sorry, I don't have the exact date, but prior to this application with the best information at that time.  March, thank you, 2018, sorry, and well before this application, with information that has been updated based on new estimates in load forecast.

So that application assumes that there would be an impact of 80.9 million in rate base as part of the total capital envelope that Hydro One is applying for.

Hydro One is now forecasting only to include 71 million in its rate base from this perspective and segregate the 15 million deferred or 14 million deferred capital contribution.  That does create room in the capital envelope, which Hydro One has detailed in a rate application as part of its redirection process to fund prudent investments for the ratepayer, if there are any.  And if there's not, Hydro One then returns the impact of that shortfall via the capital variance account.

MS. KWAN:  The capital variance account?

MR. FROST:  I don't have the exact name on it, but there is an account for Hydro One that misses it when it does not achieve its capital expenditures in the transmission rate filing.

MS. KWAN:  Okay.  So I guess the plan would be to review that in a future application to see if that 15 million was used somewhere else?  Or whatever the case may be?

MR. FROST:  The 15 million is the deferred capital contribution.

MS. KWAN:  Sorry, not the 15 million, but the difference -- oh, no --


MR. FROST:  Sorry, are you referring to the 80 -- in the application we have 80.9 million in rate base, according to the forecast at that time, and the 71 we're now forecasting to.

MS. KWAN:  Yes.  The difference between those two amounts.

MR. FROST:  In the transmission rate filing there is a whole section on redirection and how Hydro One adjusts its investment plan to meet realities as assets fail and new circumstances happen to prudently invest on behalf of the ratepayers.

And if Hydro One does not have a prudent investment on that $9 million shortfall, there is an already in existence in the variance account to return the impact to ratepayers of that shortfall.

So what we're proposing to do is to keep these accounts relatively clean and segregate the deferred capital contribution into its own area under its own variance account so it's not impacting the tax -- proposed tax variance account, nor the in-service variance account that the OEB is already hearing in the TX rate filing.  So we are proposing to keep these separate.

MS. KWAN:  Okay.  I think that is all the questions we have.

MR. SIDLOFSKY:  Okay, thank you, witnesses.  I think we're done.  And I would remind the witnesses that, under Procedural order No. 2, undertaking responses are due by February 18th, so a week today.  Thank you very much.  And that concludes the technical conference.
--- Whereupon the hearing adjourned at 1:06 p.m.
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