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Dear Ms. Marconi,

EB-2021-0243 - Generic Hearing on Uniform Transmission Rates-Related Issues and the Export
Transmission Service Rate — Interrogatory Responses

Pursuant to the OEB’s Procedural Order No. 1 dated November 30, 2021, please find enclosed responses
to interrogatories from the IESO and Hydro One. Please note that each interrogatory indicates the
organization and/or expert who has answered the interrogatory.

An electronic copy of the responses has been submitted using the Board’s Regulatory Electronic
Submission System.
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Frank D’Andrea

cc. George Dimitropoulos, IESO
Patrick Duffy, Stikeman Elliott LLP
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OEB STAFF INTERROGATORY - 01

Reference:
ETS Rate Submission?, Page 3

Preamble:

The ETS (Export Transmission Service) Rate Submission states that one of the issues that emerged
since the market opening is “What ought to be an appropriate charge level to help defray the
costs to domestic customers for the use of the network transmission facilities to facilitate export
and wheel-through transactions?”

Interrogatory:
a) In Hydro One’s view, what is the purpose of the ETS? What problem is the ETS intended to
solve?

The following questions, parts b) to g), are for the IESO:
b) InthelESO’s view, what is the purpose of the ETS? What problem is the ETS intended to solve?

c) Please explain and clarify a wheel-through transaction including any differences with an
export transaction.

d) Please provide annual Ontario export and wheel-through quantities (TWh) from 2012 to 2021
by neighbouring jurisdictions.

e) Please confirm if all export and wheel-through transactions in Ontario are subject to ETS
charges. If not, please specify which transactions are not subject to ETS charges, their
guantity, and the rationale.

f) Please confirm if all export and wheel-through transactions in Ontario are subject to the
Intertie Congestion Price (ICP). If not, please specify which transactions are not subject to ICP
charges, their quantity, and the rationale.

1 ETS Rate Submission is the Joint Report filed by Hydro One and IESO on October 14, 2021. Where
references are made to attachments in the Joint Report, they are referred to as Submissions on the ETS
Rate with the specific attachment number identified.
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g)

Please confirm and specify if there are any other charges that export and wheel-through
transactions are subject to in Ontario (e.g., “uplifts”). If so, please specify which transactions
are subject to these other charges. their quantity and the rationale.

Response:
Response from Hydro One:

a)

In Hydro One’s view, the purpose of the ETS rate is to recover the cost of export customers’
use of the transmission system from which they benefit. This is consistent with section 3.8.2
of the OEB’s decision in RP-1999-0044 where the OEB states that exporters: “in addition to
paying to the IMO the specific transaction costs, also utilize the assets and facilities of the
Ontario transmission system. The issues is how to assess transmission costs to these
transactions.” As noted on page 180 of the OEB’s decision in Hydro One’s 2020-2022
transmission application (EB-2019-0082), “the OEB agrees that... export service should
continue to be viewed as a separate class.” Therefore, the ETS rate limits any cross-
subsidization between Ontario transmission customers and export customers. As discussed
in Hydro One’s response to VECC Interrogatory 1, the OEB may consider and balance other
factors when considering the degree of cross-subsidization that is appropriate when setting
the specific value of the ETS rate.

Responses from IESO:

b) The IESO’s understanding is that the ETS was established as a compromise between the

competing objectives discussed in the Board’s decision in RP-1999-0044 — in particular, the
recovery of a portion of the total transmission system costs from exporters while allowing for
the development of larger, open power markets where trade can take place with the
minimum of impediments. Consistent with this purpose and as discussed in its report, the
IESO believes that, when setting the ETS, consideration should be given to maximizing the
operational and economic benefits provided by exports by minimizing transaction costs. Any
increase in the ETS rate will reduce the value of interties, leading to less system flexibility and
higher costs for Ontario consumers.
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The IESO allows ‘linked wheel-through’ intertie transactions, where a market participant
simultaneously imports energy into Ontario and exports the same quantity to another
jurisdiction. For settlement purposes, both exports and wheel-throughs are subject to similar
uplift and ETS charges?.

Please see Table 1 — Ontario Export Volumes by Jurisdiction and Table 2 — Ontario Export
Volumes Considering Wheel-Throughs in Attachment 1 to this interrogatory. Annual imports
and exports by jurisdiction are available on IESO's public webpage?.

Confirmed.

All exports and wheel-through transactions in Ontario are subject to the Intertie Congestion
Price.

Export and wheel-through transactions are subject to uplift charges. Generally, uplift charges
are allocated based on the transaction's volumetric share of demand for the applicable time
period. Uplift charges include:

Hourly Uplift — CMSC

Hourly Uplift — 10G

Hourly Uplift — Other

Daily Uplifts

Monthly Uplift

IESO Administration Fee (for Exports)

O

Wholesale Transmission Charge

These uplifts can vary from month to month, and are provided in the Monthly Market
Summary Report*.

2For further information, please see the following link: https://ieso.ca/-/media/Files/IESO/Document-
Library/engage/mrp-edd/edd-20191115-linked-wheel-transactions.ashx

3 Found here: https://www.ieso.ca/en/Power-Data/Supply-Overview/Imports-and-Exports

4 https://www.ieso.ca/en/Power-Data/Monthly-Market-Report
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1 OEB STAFF INTERROGATORY - 01, ATTACHMENT 1

2

3 This exhibit has been filed separately in MS Excel format.
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OEB STAFF INTERROGATORY - 02

Reference:
ETS Rate Submission, Page 8

Preamble:

In the 2021 Elenchus Report, Elenchus surveyed whether other jurisdictions use cost allocation
principles for the purpose of allocating shared network costs between domestic and export
classes.

Interrogatory:
a) Please confirm which jurisdictions use cost allocation principles for the purpose of allocating

shared network costs between domestic and export classes.

b) For those jurisdictions that use cost allocation principles for the purpose of allocating shared
network costs between domestic and export classes, please specify the principles used, the
amount of the allocation and the rate charges.

c) Are there any directional-based approaches (e.g., value-based, market-based) in other
jurisdictions for the purpose of allocating shared network costs including ICP? If yes, please

specify.

d) Arethere any settlement-based approaches in other jurisdictions for the purpose of allocating
shared network costs? If, yes please specify.

e) Are there any other approaches in other jurisdictions for the purpose of allocating shared
network costs? If, yes please specify.

Response:
Response from Elenchus for a)-e):

No jurisdictions surveyed expressly allocate costs between domestic and export classes.
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OEB STAFF INTERROGATORY - 03

Reference:
ETS Rate Submission, Page 10

Preamble:

Hydro One engaged CRA to update its 2012 Jurisdictional Review to reflect current export
transmission service rates in other jurisdictions, the rationale behind those rates and how market
implications are considered in the setting of export transmission service rates in those
jurisdictions. Most jurisdictions included in the 2021 CRA Study apply Open Access Transmission
Tariff (OATT) rates for export services, which promote competitive and non-discriminatory
transmission access.

Interrogatory:
a) Are there any directional based approaches in other jurisdictions for the setting of export

transmission service rates including ICP? If yes, please specify.

b) Arethere any settlement-based approaches in other jurisdictions for the setting of ETS rates?
If, yes please specify.

c) Arethere any other approachesin other jurisdictions for the setting of ETS rates? If, yes please
specify.

d) Please provide the rationale behind ETS rates in other jurisdictions.

e) Please provide how market implications are considered in the setting of ETS rates in those
jurisdictions.

f)  Which of Ontario’s neighbouring jurisdictions have import transmission service rates? Please
provide the rationale behind import transmission service rates in those jurisdictions and how
market implications are considered in the setting of import transmission service rates in those
jurisdictions.

g) Which of Ontario’s neighbouring jurisdictions have do not have import transmission service
rates? Please provide the rationale behind no import transmission service rates in those
jurisdictions and the market implications in those jurisdictions.
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Response:
Response from Charles River Associates:

a) CRA s not aware of any directional based approaches in other jurisdictions for the setting of
export transmission service rates including ICP.

b) CRA is not aware of any settlement-based approaches in other jurisdictions for the setting of
ETS rates.

c) CRA s not aware of any other approaches in other jurisdictions for the setting of ETS rates.

d) See response to OEB Staff Interrogatory 19, part (g). Also see ETS Rate Submissions,
Attachment 2.

e) CRA has not identified any ETS rates in other jurisdictions that are set based on market
implications.

f) CRA has not studied whether import transmission rates exist in any neighbouring jurisdictions
and therefore cannot respond to this question definitively. Imposing an import charge where
one does not exist (all else equal) would have the effect of adding to the marginal cost of
supply faced by potential importers.

g) See response in part (f) above.
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OEB STAFF INTERROGATORY - 04

Reference:
ETS Rate Submission, Page 11

Preamble:

Hydro One is the only Ontario transmitter that owns and operates the intertie facilities that are
accounted for in the approved ETS rates. Based on the current ETS rate of $1.85/MWh. Hydro
One’s forecasted ETS revenues during the 2023 to 2027 period are approximately $37 million per
year.

Interrogatory:
a) Please confirm the 2021 Elenchus Report proposal is for ETS revenue to apply to all Ontario
transmitters.

b) Please confirm the export load forecast for Hydro One’s revenue requirement in EB-2021-
0110 is based on a three-year rolling average of forecast load volume.

c) Please provide Hydro One’s forecasted annual revenue requirement, ETS revenues and load
forecast for each year from 2023 to 2027 and the resultant ETS rates based on the 2014
Elenchus Report methodology and based on each of the three options to allocate shared
network asset-related costs to export customers in the 2021 Elenchus Report.

d) Please provide all other Ontario transmitters forecasted annual revenue requirement, load
forecasts and ETS revenue for each year from 2023 to 2027 and the resultant ETS rates from
2023 to 2027 based on the 2014 Elenchus Report methodology and based on each of the
three options to allocate shared network asset-related costs to export customers in the 2021
Elenchus Report.

e) If other Ontario transmitters forecasted annual revenue requirement, load forecasts and ETS
revenue for each year from 2023 to 2027 are not available please apply the 2021 Elenchus
Report adjustment for other transmitters approved revenue requirement to determine the
resultant ETS rates from 2023 to 2027 based on the 2014 Elenchus Report methodology and
based on each of the three options to allocate shared network asset-related costs to export
customers in the 2021 Elenchus Report.
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f)

g)

Please provide, if any, the Hydro One variance account established and explain the
reconciliation process if the annual ETS revenue forecast is not met for Hydro One.

Please explain if any variance accounts will be required if the ETS revenue forecast is not met
for the other Ontario transmitters. What will be the reconciliation process?

Response:
Response from Elenchus:

a)

The 2021 Elenchus Report used the revenue requirement of Hydro One to calculate the
proposed ETS rates, as it did in the 2014 Report. Elenchus proposes to increase the calculated
ETS rate in order to reflect the total cost of all transmission facilities in Ontario. As stated in
page 35 of 44 of Attachment 1 to the ETS rate submission:

As in the May 2014 suggested methodology, Elenchus suggests that the three
proposed methodologies in this report to calculate an ETS rate be adjusted to
include other transmitters’ approved revenue requirement.

Responses from Hydro One:

b)

c)

Elenchus has not proposed a mechanism for settlement of the ETS revenue or that other
transmitters should also collect ETS revenue. For purposes of settlement, Hydro One’s view
is that the ETS revenue should continue to apply only to Hydro One as the only Ontario
transmitter that owns and operates the intertie facilities that are accounted for in the ETS
rate. From a customer and rate perspective the outcome is the same since any ETS revenues
that would flow to other transmitters would have to be deducted from their approved
revenue requirement for the purpose of calculating UTR rates. Maintaining the existing
process achieves the same outcome for customers while ensuring that the settlement process
remains simple to administer. Other transmitters will not be impacted by maintaining the
existing ETS methodology as their revenue requirements are fully recovered through the UTR.

Confirmed.
The table below provides Hydro One’s forecasted revenue requirement and Export MWh for

2023 to 2027 and the resultant ETS Revenue based on the five methodologies in Table 14 of
the 2021 Elenchus Report.



Total Revenue Requirement (SM)
Export MWh

ETS Revenue ($M)

OEB 2020 Approved ETS Rate
($1.85/MWh)

2014 Report Methodology
($1.67/MWh)

2021 Report- Allocation on Basis of
100% of Shared Net Fixed Assets
($6.07/MWh)

2021 Report — Allocation on Basis of
50% of Shared Net Fixed Assets
($3.40/MWh)

2021 Report — Allocation on Basis of
80% of Shared Net Fixed Assets
(55.03/MWh)

1

2023
$1,823.2
20,193,730

$37.4

$33.7

$122.6

$68.7

$101.6

2024
$1,937.8
20,057,676

$37.1

$33.5

$121.8

$68.2

$100.9

2025
$2,027.5
20,138,360

$37.3

$33.6

$122.2

$68.5

$101.3
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2026 2027
$2,140.3 $2,219.0
20,129,922 20,108,653
$37.2 $37.2
$33.6 $33.6
$122.2 S122.1
$68.4 $68.4
$101.3 $101.1

2 d) The forecast revenue requirement and load forecast for 2023-2027 of the other transmitters

3 is not available to Hydro One and as such, the requested information cannot be provided. As
4 noted in the response to part a) other transmitters are not impacted by the existing ETS
5 methodology as their revenue requirements are fully recovered through the UTR.

6

7 e) The table below shows the resultant ETS Revenue based on the methodologies in Table 15 of
8 the 2021 Elenchus Report. These are the ETS rates adjusted to include other transmitter’s
9 revenue requirement.

10

Adjusted ETS Revenue ($M)

2021 Report- Allocation on Basis of 100% of Shared

Net Fixed Assets (56.54/MWh)

2021 Report — Allocation on Basis of 50% of Shared

Net Fixed Assets ($3.66/MWHh)

2021 Report — Allocation on Basis of 80% of Shared

Net Fixed Assets ($5.42/MWh)

2023

$132.1
$73.9

$109.5

2024 2025 2026

$131.2 $131.7 $131.6
$73.4 §73.7 §73.7

$108.7 $109.1 $109.1

2027

$131.5
$73.6

$109.0
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f)

8)

As described in EB-2021-0110, Exhibit G, Tab 1, Section 3.8, the Excess Export Service Revenue
Variance Account (Account 2405) was originally approved in the OEB’s decision for Hydro
One’s 2009 and 2010 Transmission revenue requirement on May 28, 2009 (EB-2008-0272). In
the OEB’s decision for 2020-2022 Transmission revenue requirement (EB-2019-0082), the
OEB approved the continuance of this account. The OEB required that Hydro One
Transmission continue to capture any differences between forecast export service revenue
approved by the OEB, as part of its 2020-2022 transmission rates, and the actual export
service revenue. The balance in this account reflects these differences.

The balance in this account is reported to the OEB on an annual basis, consistent with the
OEB's Reporting and Record Keeping Requirements. Forecast interest is included in the
balance submitted for approval to reflect carrying charges anticipated through to the
proposed effective date, net of drawdowns from approved dispositions.

See response in part (a). Hydro One proposes that Hydro One should continue to be the only
transmitter to receive ETS revenue. As such, no variance accounts will be required for other
Ontario transmitters.
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OEB STAFF INTERROGATORY - 05

Reference:
ETS Rate Submission, Page 11

Preamble:

The joint submission states that any changes in the approved ETS Rate would have a neutral
impact on Hydro One’s overall transmission revenues because an increase or decrease in the ETS
Rate would result in an equal and opposite increase or decrease in the amount by which Hydro
One’s rates revenue requirement is offset for purposes of recovery through UTRs.

Interrogatory:
a) Please confirm that Hydro One expects that any decrease in the ETS rate will be recovered
from Ontario transmission customers through the UTR.

b) Please specify who Hydro One expects to recover the revenue that it would otherwise obtain
through the ETS rate from and the mechanism if the ETS rate is set to zero.

Response:
Response from Hydro One:

a) Confirmed.

b) Ifthe ETS rate is set to zero, the revenue that Hydro One would otherwise obtain through the
ETS rate would be collected through higher Uniform Transmission Rates for Ontario
transmission customers. Hydro One’s revenue requirement used to calculate the UTRs would
by higher by the amount that would otherwise be collected from ETS revenues.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 5

Page 2 of 2

This page has been left blank intentionally.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 6

Page 1 of 2

OEB STAFF INTERROGATORY - 06

Reference:
ETS Rate Submission, Pages 11-12

Preamble:

Hydro One states that it understands from the IESO’s comments that changes in the ETS Rate can
impact the volume of export transactions in the Ontario electricity market and that changes in the
approved ETS Rate would have a neutral impact on Hydro One’s overall transmission revenues.

Interrogatory:
a) Please confirm that the volume of export transactions will change inversely proportional to

changes in the ETS rate. If not, please quantify and explain the impact of changes to the ETS
rate on the volume of export transactions.

b) Please confirm that Hydro One is expecting that with the volume of export transactions
changing on an inversely proportional basis to changes in the ETS rate, there will be a neutral
impact on Hydro One’s overall transmission revenues. If this is not the case, please explain
and quantify how Hydro One proposes that changes in the ETS rate would have a neutral
impact on Hydro One’s overall transmission revenues?

Response:
Response from IESO:

a) There is an inverse relationship between the ETS rate and volume of export transactions.
Intertie transactions are driven by expected price differences between jurisdictions net of
transaction costs. Since the ETS is a transaction cost, as transaction costs increase, the
expected net price difference between jurisdictions decreases, which reduces export
volumes.

Response from Hydro One:

b) Please refer to the IESQ’s response in part a). Currently, the revenue generated by ETS is an
off-set to reduce Hydro One’s transmission rates revenue requirement, which is used for UTR
setting. Hydro One expects that changes to the ETS rate will have a neutral impact on Hydro
One’s overall transmission revenue due to the corresponding change in the UTR. If the ETS
rate goes up, the ETS revenue will go up proportionally, which will off-set Hydro One’s
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transmission rates revenue requirement by a larger amount, resulting in lower UTRs for
Ontario’s rate payers. The opposite is true if ETS rates go down. Any variances in export
volume during the rate term would be captured in the variance account described in Hydro
One’s response to OEB Staff Interrogatory #4, part f).
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OEB STAFF INTERROGATORY - 07

Reference:

Submissions on the ETS Rate, Attachment 1, Page 3
Submissions on the ETS Rate, Attachment 1, Page 6
Submissions on the ETS Rate, Attachment 1, Pages 10-12
Submissions on the ETS Rate, Attachment 1, Page 26

Preamble:
In the 2014 Report, Elenchus proposed a cost allocation methodology to determine the ETS rate
that was based on cost causality.

The assumptions used in developing the 2014 methodology were that:
e Exportis only served when there is spare capacity available,
e Generators and importers in Ontario do not pay for the use of the Transmission
System
e Hydro One’s planning of the Network transmission system does not take into
consideration the capacity needs of export customers,
e Exportis treated as “Interruptible” for cost allocation purposes.

Elenchus divided assets into the functions:
e Dedicated to Domestic
e Dedicated to Interconnect
e Shared
and allocated to either export or domestic customers.

The 2021 Elenchus Report updates the ETS Rate to $1.67/MWh based on the 2014 Report
methodology.

Interrogatory:
a) Please provide the allocation amount and ETS rate for the asset costs and OM&A expenses

allocated separately to export and domestic customers for the Dedicated to Interconnect and
Shared functions in the 2014 Report.

b) Please update the values in question a) for the 2021 Elenchus Report and explain any
variances between the 2014 Elenchus Report and the 2021 Elenchus Report.
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c) Ifthe updated ETS rate in question b) is not $1.67/MWh, please explain why.

Response:

Response from Elenchus:

a) Please see the table below which provides a derivation of the 2013 ETS rate of $1.77/MWh
from the 2014 Report. The ETS rate is derived by dividing the amount allocated to Export by
forecast volumes 15,500,000 MWh.

Cost Category

OM&A & Other
Expenses

Asset-Related
Costs

Function

Shared
Interconnect
Shared

Interconnect

Domestic Allocation

$ %
$277,797,769 94.5%
$0 0.0%
$599,165,567 | 100.0%
$0 0.0%

Export Allocation

$ %
$16,150,368 5.5%
$3,662,002  100.0%
$0 0.0%
$7,594,330  100.0%
ETS $/MWh=

ETS Rate

$1.04
$0.24
$0.00
$0.49

$1.77

b) Please see the table below. The ETS rate is derived by dividing the amount allocated to Export
by volumes of 20,377,407 MWh. Variances are caused by changes in revenue requirements
and Export demand since 2013. The ETS has decreased due to an increase in MWh billing
determinants, which more than offsets increases in allocated costs due to higher Export

demand.

Cost Category

OM&A & Other
Expenses

Asset-Related
Costs

Function

Shared
Interconnect
Shared

Interconnect

Domestic Allocation

S %

$267,279,644 9

2.3%

$0 0.0%

$807,660,588 = 10
$0

0.0%

0.0%

Export Allocation

$ %
$22,260,645 7.7%
$3,063,343  100.0%
30 0.0%
$8,629,802  100.0%
ETS $/MWh=

c) The updated ETS rate in response to question b) is $1.67/MWh.

ETS Rate

$1.09
$0.15
$0.00
$0.42

$1.67
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OEB STAFF INTERROGATORY - 08

Reference:
Submissions on the ETS Rate, Attachment 1, Page 14

Preamble:

In the 2014 Report methodology, Elenchus recommended that 12 CP be used to allocate shared
assets between domestic and export customers using the last year for which information was
available.

The load forecast used for setting the ETS rate is the 3-year historical rolling average volume of
electricity exported from or wheeled through Ontario.

Interrogatory:
a) Please explain why the last year 12 CP is used to allocate assets instead of the 3-year historical

rolling average 12 CP.

b) Please propose rationale as to how often the 12 CP cost allocation value should be revised
after the ETS is set.
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Response:
Response from Elenchus:

a) The most recent year 12 CP was selected to reflect the most recent relative Domestic and
Export demands and to correspond with the time period of the MWh volumes used as the

billing determinant.

b) Please see the response to OEB Staff Interrogatory 15, part (a).
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OEB STAFF INTERROGATORY - 09

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 13-14

Preamble:

The asset functions identified were apportioned between domestic and export customers using
the 12 CP allocator based on 2012 actual hourly data to develop composite allocators used to
allocate shared OM&A expenses to domestic and export customer classes in the 2014
methodology. Table 3 includes the composite allocators used in the 2014 methodology. Table 1
indicates a 10.06% export allocator for 2012. Table 3 indicates a 7.11% export allocator for 2012.

Interrogatory:
a) Please provide detailed calculations of how the 7.11% composite allocator is derived from the

10.06% export allocator.

Response:
Response from Elenchus:

a) Inthe 2014 Report, the composite allocator was derived based on the Export rate class’s share
of all net fixed assets, including assets functionalized as Shared, Dedicated to Domestic, and
Dedicated to Interconnect. Shared assets were allocated by the 10.06% export allocator,
Dedicated to Domestic assets were allocated 100% to Domestic, and Dedicated to
Interconnect assets were allocated 100% to Exports. The derivation of the 7.11% composite
allocator is provided in the table below.

Export Functionalized Rate Share of Weighted Composite

Function
Share Base Rate Base Allocator
Shared 10.06% $5,919,440,609 62.88% 6.32%
Dedicated to Domestic 0.00% $3,419,815,008 36.33% 0.00%
Dedicated to Interconnect 100.00% $74,231,166 0.79% 0.79%

Total $9,413,486,782 100.00% 7.11%
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OEB STAFF INTERROGATORY - 10

Reference:
Submissions on the ETS Rate, Attachment 1, Page 15

Preamble:

The 2021 Elenchus Report states that the IESO does not factor exports into its reliability planning
assessments. This means that the IESO does not procure generation or transmission assets to
serve future export demand.

Interrogatory:
a) Please confirm the IESO does not factor exports into its reliability planning assessments and

that it does not procure generation or transmission assets to serve future export demand.

Response:
Response from IESO:

a) The IESO undertakes reliability assessments to ensure the system meets the needs of
domestic consumers. Ontario’s interties provide reliability benefits (e.g., supply and demand
balancing, frequency and regulation control, and other emergency measures), and the IESO
plans the system, in accordance with established planning standards, to ensure export
capability (if needed) is sufficient to maintain system reliability and operability. However, the
needs and activities of competitive exporters (e.g., volume and direction of transactions) as a
result of normal market conditions are not considered when planning the transmission
system, and so are not a driver of investment decisions.
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OEB STAFF INTERROGATORY - 11

Reference:
Submissions on the ETS Rate, Attachment 1, Page 19

Preamble:
The IESO considers exporters to be a “curtailable” rather than “interruptible” class, consistent
with the North American Reliability Council (NERC) definition of interruptible.

As domestic peak demands have declined in recent years, the approximate number of hours when
exports curtailments were active have also fallen. In the first ten months of 2020, the IESO
curtailed exports in approximately 18% of all hours to manage reliability.

Interrogatory:
a) Please provide an update on the number of hours the IESO curtailed exports for 2020 and

2021.

Response:
Response from IESO:

a) In 2020, the IESO curtailed exportsin 1510 out of 8784 hours (17%). In 2021, the IESO curtailed
exports in 2126 out of 8760 hours (24%).
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OEB STAFF INTERROGATORY - 12

Reference:
Submissions on the ETS Rate, Attachment 1, Page 20

Preamble:

Elenchus states that transmission rate-setting in Ontario differs considerably from the processes
used in other jurisdictions. Elenchus did not find any jurisdictions in which cost allocation
principles are used for the purpose of allocating shared network costs between domestic and
export classes. Furthermore, cost allocation principles are not used to determine differential firm
and non-firm charges.

These jurisdictions have postage stamp “Network Service charges” that are analogous to Ontario’s
domestic transmission tariff. Exports are analogous to “Point-to-Point” transmission service,
which are applied to the transmission of energy along specific paths, from a point of receipt to a
point of delivery. Unlike Ontario’s Domestic and Export rates, which are set based on an allocation
basis, Point-to-Point charges are calculated based on the Network Service charge.

Interrogatory:
a) Please discuss and clarify the principles used for the purposes of allocating asset costs and

OM&A expenses to export and domestic customers for the Dedicated to Interconnect and
Shared functions in other jurisdictions in the 2021 Elenchus Report.

b) In Elenchus’ experience are there any jurisdictions that it is aware of that use the
methodologies proposed by Elenchus to allocate asset costs and OM&A expenses to export
and domestic customers for the Dedicated to Interconnect and Shared functions. If not,
please explain whether, in Elenchus’ professional judgment, the proposed methodology is
sound practice.

Response:
Response from Elenchus:

a) Asstated in the preamble, Elenchus did not find any jurisdictions in which costs are
allocated between domestic and export classes and therefore do not have separate
domestic and export rates.
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b) Elenchus is not aware of any jurisdictions that use the methodologies proposed in the
2021 Elenchus Report as these jurisdictions did not explicitly consider cost allocation for
the purposes of setting Domestic and Export transmission rates and generally do not
have Export-specific rates.

As described on page 5 of Attachment 1 of the ETS Rate Submissions (2021 Elenchus
Report), in EB-2019-0082 the OEB stated in its Decision and Order:

Hydro One supported intervenor arguments that a cost allocation
methodology that includes the allocation of shared network costs to
exporters should be provided in Hydro One’s next transmission rebasing
application. The OEB agrees. This study should include different scenarios
to take into consideration the fact that exporters do not receive the same
priority access as domestic service until they are scheduled. The OEB
agrees with the OEB panel for the ETS Decision that export service should
continue to be viewed as a separate class. This study should be filed with
Hydro One’s next transmission rebasing application.

The 2021 Elenchus Report addresses this direction by providing methodologies to allocate
shared network costs based on cost allocation principles.

With consideration of the OEB’s decision that Export Transmission Service is a separate
class which should be allocated shared network costs despite being a curtailable class, the
methodologies used in other jurisdictions are not applicable. It is Elenchus’s opinion that
the methodologies described in the 2021 Elenchus Report are sound practice given the
OEB’s direction.

In Elenchus’ view, a ratemaking methodology such as the proposed approach for ETS
rates, that adheres to the central principle of establishing rates that are informed by the
principle of cost causality is sound practice regardless of the prevalence of practices in
other jurisdictions that are not informed by the principle of cost causality.
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OEB STAFF INTERROGATORY - 13

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 11, 25-26

Preamble:

The 2014 Elenchus Report methodology recommended allocating all assets and costs for functions
Dedicated to Interconnect to the export class because importers do not pay for the use of the
transmission system.

In the 2021 Report, Elenchus states that since importers also use interconnection assets, not all
asset-related costs and OM&A expenses related to interconnection should be allocated only to
the export class.

Elenchus proposes in the 2021 Report to allocate assets and OM&A expenses that are categorized
as Dedicated to Interconnect by the Intertie 12CP between domestic and export class.

Interrogatory:

a) Please explain if Elenchus is proposing an import charge in its 2021 Report by allocating
28.29% of Dedicated to Interconnect assets and expenses to Domestic and if so, what is the
proposed charge(s).

b) If Elenchusis not proposing an import charge in its 2021 Report for Dedicated to Interconnect
assets and expenses, please explain how Elenchus is proposing that the assets and expenses
be recovered?

Response:
Response from Elenchus:

a) Elenchus is not proposing an import charge in its 2021 report. Section 6.2 of Elenchus Report
states that:

Assets dedicated to interconnect serve both exports and imports. The May 2014
methodology recommended allocating all assets and costs for functions
dedicated to interconnect to the Export class because importers do not pay for
the use of the transmission system.
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Since importers also use interconnection assets not all asset-related costs and
OME&A related to interconnection should be directly allocated only to the Export
class. Energy is imported to serve domestic load therefore a portion of
interconnection assets, asset-related costs, and OM&A should be allocated to the
Domestic class. Elenchus recommends that the intertie 12CP be used to allocate
Dedicated to Interconnect assets and costs to the Export and Domestic classes.

b) The dedicated Interconnected Assets and expenses allocated to in the proposed ETS
methodology are allocated to exporters or domestic customers. The assets and expenses
allocated to Domestic are recovered through the Uniform Transmission Rates.
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Reference:
Submissions on the ETS Rate, Attachment 1, Table 12

Preamble:
Table 12 shows the allocators using 2020 Actual Hourly Data

Interrogatory:
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a) In Table 12, it appears that the Dedicated to Interconnect Domestic allocator is incorrect.

Please confirm if this is the case, and if so, update the table.

Response:
Response from Elenchus:

a) Confirmed, the Domestic allocation should be 28.29%. The models used to derive the ETS
Rates in Tables 14 and 15 use the correct 28.29% figure. A revised Table 12 is provided below:

Table 1 - Allocators using 2020 Actual Hourly Data

Allocator Basis Export Domestic Total
Shared Net Fixed Assets Transmission System 12CP 10.69% 89.31% 100.00%
Dedicated to Domestic Direct Allocation 0.00% 100.00% 100.00%

Dedicated to Interconnect Intertie 12CP 71.71% 28.29% 100.00%
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OEB STAFF INTERROGATORY - 15

Reference:
Submissions on the ETS Rate, Attachment 1, Tables 2, 3, 11, 13, 14
Submissions on the ETS Rate, Attachment 1, Page 12

Preamble:

In the 2014 Elenchus Report, the OM&A costs related to the use of shared assets were allocated
between domestic and export customers using 12 coincident peak allocators in Table 2 and the
composite allocators in Table 3 for 2013. In Table 2, the shared assets 12 coincident peak factor
for export is 10.59%.

In the 2021 Elenchus Report, the OM&A costs related to the use of shared assets were allocated
between domestic and export customers using the 2012 coincident peak allocators in Tables 11
and 13 for 2020. In Table 11, the shared assets 12 coincident peak factor for export is 10.69%.

Interrogatory:

a) Please recommend the frequency that the allocators should be updated taking into
consideration among other things the change in coincident peak factors between 2013 and
2020.

b) Please explain in detail why the 12 coincident peak factor is used to allocate 2020 Shared
Network asset costs in Tables 12 and 13 while a composite allocation factor is used to allocate
Shared Network asset costs in the 2014 report.

c) Please provide the composite factors, if any, that were used in developing the proposed ETS
rates in Table 14.
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Response:
Response from Elenchus:

a)

b)

c)

For rate stability reasons, Elenchus recommends that the allocators should be updated every
3 to 5 years, depending on the time frame that Hydro One’s transmission revenue
requirement has been approved by the OEB. For example, if the OEB approves a 5-year time
frame for Hydro One’s transmission revenue requirement, then it is Elenchus’ views that the
allocators should also be updated after 5 years.

For clarity, the allocators in Tables 12 and 13 are used to allocate 2023 Shared Network asset
costs, not 2020. The selection of 12 CP as the allocator for Shared Asset-related costs in the
2021 Report is described in Section 3.4 of Attachment 1 (2021 Elenchus Report). In the 2014
Report, Shared Network asset-related costs were allocated 100% to Domestic.

A composite allocator based on each class’s share of the Revenue Requirement, excluding
other revenues and DVA balances, is used to allocate deferral and variance account balances
as described in section 6.3.4 of the 2021 Elenchus Report.
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OEB STAFF INTERROGATORY - 16

Reference:
Submissions on the ETS Rate, Attachment 1, Table 13, Page 29

Preamble:
Table 13 shows the Net Fixed Allocators for each of the three Shared Network Asset-related costs
methodologies.

Interrogatory:
a) InTable 13, it appears that the columns labelled “Hybrid Model” and “Curtailment % Model”

are transposed. Please confirm if this is the case, and if so, update the table.

Response:
Response from Elenchus:

a) Confirmed. Please see the revised Table 13 below.
Table 1 - Shared Network Asset Allocation Methodologies

Net Fixed Assets Hybrid Model Curtailment % Model
Export | Domestic Total Export | Domestic Total Export | Domestic Total

12CpP 28,428 237,606 266,034 14,214 237,606 251,820 @ 22,742 237,606 260,348

% 10.69% 89.31% | 100.00% | 5.64% 94.36% | 100.00% & 8.74% 91.26% = 100.00%
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OEB STAFF INTERROGATORY - 17

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 29-31
Submissions on the ETS Rate, Attachment 1, Table 14, Page 31

Preamble:

Table 14 shows the ETS rates for the 2014 Report methodology and for each of the three cost-
based methodologies considered by Elenchus to be appropriate options to allocate Shared
Network Asset-related costs to export customers.

Interrogatory:
a) Please provide, using the table below, for each of the four ETS rates in Table 14 the dollar

amount of the allocation of costs and the contribution to ETS rates separately for export and
domestic customers. Also, break down the allocation by capital costs and OM&A expenses
separately for each of the categories Dedicated to Domestic, Dedicated to Interconnect and
Shared Network.
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Allocated Costs ETS Rate Contribution
ETS Rate — ($xx) .
(Smillion) (S)

Dedicated to Domestic — Export Capital

Costs

Dedicated to Domestic — Domestic

Capital Costs

Dedicated to Domestic — Export OM&A
Expenses

Dedicated to Domestic — Domestic
OM&A Expenses

Dedicated to Interconnect — Export
Capital Costs

Dedicated to Interconnect — Domestic
Capital Costs

Dedicated to Interconnect — Export
OM&A Expenses

Dedicated to Interconnect — Domestic
OM&A Expenses

Shared Network —

Export Capital Costs

Shared Network -

Domestic Capital Costs

Shared Network —

Export OM&A Expenses
Shared Network —
Domestic OM&A Expenses

b) Please provide for each of the four ETS rates in Table 14 the dollar amount of the allocation
of costs and the contribution to ETS rates of external revenues received by Hydro One related
to the use of Shared Network assets separately for export and domestic customers.

c) Please clarify if external revenue of Shared Network assets should include other Ontario
transmitters’ approved revenue requirements similar to the proposed ETS rate adjustment in
Table 15. If so, please provide for each of the four ETS rates in Table 14 the dollar amount of
the allocation of costs and the contribution to ETS rates of external revenues received by
other Ontario transmitters related to the use of Shared Network assets separately for export
and domestic customers.

d) Please clarify if export customers are allocated a portion of Shared Network assets in other
jurisdictions.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 17
Page 3 of 8

e) If yes, are the export customers allocated a portion of external revenues received by the
transmitter related to the use of those assets? If so, please specify which jurisdictions and the
amounts.

Response:
Response from Elenchus:

a) The requested table has been completed for each of the four ETS rates provided in Table 14.

2014 Methodology Allocated Costs ETS.Rat?
ETS Rate — ($1.67) (Smillion) Contribution
($/Mwh)

Dedicated to Domestic — Export Capital Costs
Dedicated to Domestic — Domestic Capital Costs $517.55
Dedicated to Domestic — Export OM&A Expenses
Dedicated to Domestic — Domestic OM&A Expenses $196.76
Dedicated to Interconnect — Export Capital Costs $8.63 $0.4235
Dedicated to Interconnect — Domestic Capital Costs S-
Dedicated to Interconnect — Export OM&A Expenses $3.06 $0.1503
Dedicated to Interconnect — Domestic OM&A Expenses S-
Shared Network — Export Capital Costs S- S-
Shared Network — Domestic Capital Costs $807.66
Shared Network — Export OM&A Expenses $22.26 $1.0924

Shared Network — Domestic OM&A Expenses $267.28
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Shared Net Fixed Assets (12CP)
ETS Rate — ($6.07)

Dedicated to Domestic — Export Capital Costs

Dedicated to Domestic — Domestic Capital Costs
Dedicated to Domestic — Export OM&A Expenses
Dedicated to Domestic — Domestic OM&A Expenses
Dedicated to Interconnect — Export Capital Costs
Dedicated to Interconnect — Domestic Capital Costs
Dedicated to Interconnect — Export OM&A Expenses

Dedicated to Interconnect — Domestic OM&A Expenses
Shared Network — Export Capital Costs

Shared Network — Domestic Capital Costs

Shared Network — Export OM&A Expenses

Shared Network — Domestic OM&A Expenses

External Revenues — Allocated to Export

DVA Balances — Allocated to Export

Allocated Costs
(Smillion)

$517.55

$196.76
$6.19
$2.44
$2.20

$0.87
$86.31
$721.36
$30.94
$258.60
-$2.09
$0.06

ETS Rate
Contribution
($/Mwh)

$0.3037

$0.1078

$4.2353

$1.5183

-$0.1027
$0.0031



Hybrid Model (50%)
ETS Rate — ($3.40)
Dedicated to Domestic — Export Capital Costs

Dedicated to Domestic — Domestic Capital Costs
Dedicated to Domestic — Export OM&A Expenses

Dedicated to Domestic — Domestic OM&A Expenses
Dedicated to Interconnect — Export Capital Costs
Dedicated to Interconnect — Domestic Capital Costs
Dedicated to Interconnect — Export OM&A Expenses
Dedicated to Interconnect — Domestic OM&A Expenses
Shared Network — Export Capital Costs

Shared Network — Domestic Capital Costs
Shared Network — Export OM&A Expenses
Shared Network — Domestic OM&A Expenses

External Revenues — Allocated to Export

DVA Balances — Allocated to Export

Allocated Costs
(Smillion)

$517.55

$196.76
$6.19
$2.44
$2.20
$0.87
$45.59

$762.07
$16.34
$273.20

-$1.11
$0.04
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ETS Rate
Contribution
($/Mwh)

$0.3037

$0.1078

$2.2372

$0.8020

-$0.0543
$0.0017
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20% Curtailment Allocated Costs ETS_Rat?
ETS Rate — ($5.03) (Smillion) Contribution
($/Mwh)

Dedicated to Domestic — Export Capital Costs
Dedicated to Domestic — Domestic Capital Costs $517.55
Dedicated to Domestic — Export OM&A Expenses
Dedicated to Domestic — Domestic OM&A Expenses $196.76
Dedicated to Interconnect — Export Capital Costs $6.19 $0.3037
Dedicated to Interconnect — Domestic Capital Costs $2.44
Dedicated to Interconnect — Export OM&A Expenses $2.20 $0.1078
Dedicated to Interconnect — Domestic OM&A Expenses $0.87
Shared Network — Export Capital Costs $70.55 $3.4623
Shared Network — Domestic Capital Costs $737.11
Shared Network — Export OM&A Expenses $25.29 $1.2412
Shared Network — Domestic OM&A Expenses $264.25
External Revenues — Allocated to Export -$1.71 -50.0840
DVA Balances — Allocated to Export $0.05 $0.0026

2 b) Shared network costs and External Revenues allocated to Domestic and Export are provided

3 in the following four tables.
2014 Methodology AIIOf:a.ted AIIOf:a.ted ETS.Ratfe
(Smillion) (Smillion) Contribution
ETS Rate— ($1.67) .
Domestic Export (S/MWh)
Shared Network costs $1,074.94 $22.26 $1.0924
Shared External Revenues $(19.59) S- S-
4
Shared Net Fixed Assets (12CP) AIIOf:a.ted AIIOf:a.ted ETS.Rat?
(Smillion) (Smillion) Contribution
ETS Rate — ($6.06) .
Domestic Export (S/MWh)
Shared Network costs $979.96 $117.25 $5.7537
Shared External Revenues $(17.49) $(2.09) $(0.1027)
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Hybrid Model (50%)
ETS Rate — ($3.40)

Shared Network costs

Shared External Revenues

20% Curtailment
ETS Rate — ($5.03)

Shared Network costs

Shared External Revenues

Allocated
(Smillion)

Domestic

$1,035.27
$(18.48)

Allocated
(Smillion)
Domestic

$1,001.36
$(17.88)

Allocated
(Smillion)

Export

$61.93
$(1.11)

Allocated
(Smillion)
Export

$95.84
$(1.71)
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ETS Rate
Contribution
($/MWh)

$3.0392
$(0.0543)

ETS Rate
Contribution
($/MWh)

$4.7035
$(0.0840)

c) External revenues of other Ontario transmitters’ approved revenue requirements are
reflected in the adjusted ETS rates provided in Table 15. The adjustment from the HONI-
specific ETS rates provided in Table 14 to the ETS rates in Table 15 is based on revenue
requirements that are already net of External Revenues.

d) Other jurisdictions surveyed by Elenchus do not allocate costs specifically between domestic

and export customers.

e) See response to part d).
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OEB STAFF INTERROGATORY - 18

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 26-29

Preamble:
In the 2021 Report, Elenchus considered the following three cost-based methodologies to be
appropriate options to allocate Shared Network Asset-related costs to export customers:

e Fully allocate Shared Network Asset-related costs on the basis of Shared Net Fixed
Assets.

o Apply an adjusted Shared Net Fixed Assets allocator with export 12CP discounted by
50%, as a proxy for a hybrid model, half-way between no allocation and full allocation
of Shared Network Asset-related costs to exports.

e Apply an adjusted Shared Net Fixed Assets allocator with a percentage of export
demand discounted based on the service curtailment that affected exports in the last
few years. Assuming that exports were curtailed 20% of the hours in the last few
years, adjust export volumes to 80%.

Interrogatory:
a) Please confirm if the first option to fully allocate Shared Network Asset-related costs includes a

curtailment of exports by using 12 CP as an allocator. If yes, please explain how the second and
third options do not already include curtailment prior to their respective 50% and 20% discounts
and whether an adjustment should be made.

b) Please explain the merits of each of the three proposed options.

c) On balance, which of the proposed options would Elenchus recommend and why?
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Response:
Response from Elenchus:

a) Toan extent there are curtailments in peak hours which impact the monthly Export peak demands
included in the 12CP calculations. The second and third options recognize that curtailable and
interruptible customers typically receive a lower allocation of demand-related costs and pay lower
rates because capacity-related investments are made without consideration of the demands of
these customers.

b) The three options identified by Elenchus in its report are based on the following criteria:

a. Option 1: Fully allocate Shared Network Asset-related assets and costs to exporters
on the basis of Shared Net Fixed Assets. The merit of this option is that exporters are
allocated their share of Shared Network Assets that they use even when curtailed by
the IESO. This means that the proposed cost allocation methodology option is based
on how assets are currently used in order to calculate an ETS rate, taking into
consideration that exporters are curtailed, if required by system demand.

b. Option 2: Apply an adjusted Shared Net Fixed Assets allocator with export 12CP
discounted by 50%, as a proxy for a hybrid model, half-way between no allocation
and full allocation of Shared Network Asset-related costs to exports. The merit of
this option is that it is similar to the concept applied by the OEB in determining Pole
Attachment charges.

c. Option 3: Apply an adjusted Shared Net Fixed Assets allocator with a percentage of
export demand discounted based on the service curtailment that affected exports in
the last few years. Assuming that exports were curtailed 20% of the hours in the last
few years, adjust export volumes to 80%. The merit of this option is that it
compensates exporters for the fact that they are curtailed.

c) Elenchus recommends option one, based on cost causality. This option reflects how exporters
use the transmission system, which accounts for curtailments in peak hours, and allocates
Shared Network Assets and costs to exporters. This option also is similar to how exporters are
charged in jurisdictions surveyed by Elenchus, where the export charges are based on domestic
revenue requirement.
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OEB STAFF INTERROGATORY - 19

Reference:
ETS Rate Submission, Page 6
Submissions on the ETS Rate, Attachment 2, Page 5

Preamble:
In the 2014 Elenchus Report, the key parameters of Elenchus’ recommended methodology for
allocating costs to ETS service (the May 2014 Methodology) were as follows:
e Allocate dedicated assets used to serve export customers and related expenses to the
export customer class;
e Shared Network OM&A expenses are allocated to export customers, but no Shared
Network Asset related costs are allocated to export customers;
o Allocate OM&A expenses related to the use of shared assets to export customers
using composite assets as allocator; and
e Utilize the 12 Coincident Peak (CP) as the allocator in apportioning assets between
domestic and export customers in order to develop composite allocators to allocate
shared expenses.

The 2021 Elenchus report presents cost-based methodologies that build on the principles of the
May 2014 Methodology by allocating Shared Network Asset-related costs to export customers.
Footnote 1 on page 5 of the report states that “Asset-related costs include depreciation, interest,
ROE, and taxes.”

In Section 1.2 on page 5 of the report, CRA states that:
Appendix A summarizes the 2020 rates in each jurisdiction for Firm and Non-Firm Point-to-Point
(PTP) Export Transmission Services (ETS). Also shown for comparative purposes is the approved
export tariff for Ontario. The rates are reported on an annual, monthly, weekly, and daily basis,
consistent with how they appear in the relevant tariff.

Interrogatory:
Please answer the following for each of the eight jurisdictions summarized in the CRA report.

a) Does the methodology allocate dedicated assets used to serve export customers and related
expenses to the export customer class?

b) Does the methodology allocate shared network OM&A expenses to export customers?
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c)

d)

e)

f)

8)

h)

Does the methodology allocate OM&A expenses related to the use of shared assets to export
customers using composite assets as allocator?

Does the methodology use the 12 coincident peaks as the allocator in apportioning assets
between domestic and export customers in order to develop composite allocators to allocate
shared expenses?

Does the methodology allocate shared network asset costs including depreciation, interest, ROE,
and taxes?

Is the methodology a cost-based methodology? If not, please explain how the methodology differs
from a cost-based methodology.

Please explain whether and on what basis the methodology is comparable with the
methodologies identified by Elenchus.

For those jurisdictions that use any of the May 2014 Methodology key parameters, specify the
amount of the allocation separately to domestic and export customers and contribution to the
ETS rate.

Response:
Response from Charles River Associates:

The responses below refer to methodology as the approach used to allocate costs to ETS service.

a)

b)

c)

d)

CRA'’s research did not identify any jurisdictions where the methodology allocates dedicated
assets used to serve export customers and related expenses to the export customer class.

CRA’s research did not identify any jurisdictions where the methodology allocates shared network
OM&A expenses to export customers.

CRA’s research did not identify any jurisdictions where the methodology allocates OM&A
expenses related to the use of shared assets to export customers using composite assets as
allocator.

CRA’s research did not identify any jurisdictions where the methodology uses the 12 coincident
peaks as the allocator in apportioning assets between domestic and export customers in order to
develop composite allocators to allocate shared expenses.
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CRA’s research did not identify any jurisdictions where the methodology allocates shared network
asset costs including depreciation, interest, ROE, and taxes.

Only to the extent that export transmission tariffs reported recover annual transmission revenue
requirements which in themselves are costs, the rates are cost based.

CRA’s research did not identify any jurisdictions where the methodology was directly comparable
to those identified in the Elenchus report.

All the jurisdictions surveyed by CRA in the US set ETS rates in accordance with FERC Orders
888, 889, 890 and 2000. The methodology allocates each transmission owner’s annual
transmission revenue requirement by their peak load contribution on specific timeframe. (See
ETS Rate Submissions, Attachment 2, page 5 of 24).

For Canadian jurisdictions, the Ontario ETS rate currently in place was established as an
outcome of a settlement process and not based on an established methodology. Moreover,
the Ontario ETS rate was set via an OEB approved settlement (EB-2014-0149) and
subsequently approved in succeeding proceedings (EB-2016-0160 for 2017 and 2018 effective
periods; and EB-2018-0130 for 2019 effective period). The original settlement did not include
any specific approval of a cost allocation approach. See EB-2021-0110, Exhibit H, Tab 9,
Schedule 1, page 2 of 6, 12-16. In effect, there is no specific cost allocation methodology
underlying the current Ontario ETS rate.

The Trans-Energie Non-Firm rate does not reflect any specific cost allocation approach; our
understanding is that the rate is derived using the transmission owner’s total annual revenue
requirement divided by peak system load. Any deviation from this rate is most likely
attributable to discounting that may be offered by Hydro-Quebec for some transactions that
are unlikely to clear at the full tariff rate. See ETS Rate Submissions, Attachment 2, page 13 of
24.

The Alberta export rate is derived by applying components of the Demand Transmission
Service (DTS) rate. See ETS Rate Submissions, Attachment 2, pages 23 and 24. CRA is not aware
of any specific cost allocation methodology used to derive the underlying DTS rate other than
a determination of overall transmission/bulk system revenue requirement divided by peak
demand/capacity.

h) CRA did not identify any jurisdictions that use the May 2014 Methodology parameters.
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OEB STAFF INTERROGATORY - 20

Reference:

Submissions on the ETS Rate, Attachment 2, Page 4

Preamble:
On page 4 of the report, CRA states that:

The regulatory rationale for rate design differs across markets studied. For certain
established U.S. jurisdictions including ISO-NE, NYISO, PJM, and MISO, the OATT
and rates currently in place for transmission service, including service for exports,
appear to have developed from principles affirmed by the FERC Order No. 888-
A.4 [sic] Current ETS rate design was “inherited” from the former power pools
that were in place in those regions prior to ISO/RTO implementation. These rates
are designed to recover the total annual transmission revenue requirement
(ATRR) over the forecasted annual billing units (12 Coincident Peak (CP) or zonal
peak demand, or another basis). In these cases, the rates for export service are
designed to recover total ATRR and there is no specific rate design step applied
to encourage a particular export market result. [Citation omitted.]

Interrogatory:

a)

b)

c)

d)

e)

f)

Please explain what the “principles affirmed by the FERC Order No. 888-A" are?

Please explain what is meant by “rates... appear to have developed from principles affirmed by
the FERC Order No. 888-A"?

Please explain how the response to part b) relates to the “former power pools that were in place
in those regions prior to ISO/RTO implementation”?

Please explain what is included in the “total annual transmission revenue requirement (ATRR)"?

Please explain how the ATRR, as described in response to part d) compares to the May 2014
Methodology and additional methodologies included in the 2021 Elenchus report?

Please explain in more detail the sentence “These rates are designed to recover the total annual
transmission revenue requirement (ATRR) over the forecasted annual billing units (12 Coincident
Peak (CP) or zonal peak demand, or another basis).” If possible, please provide an equation(s) and
sample calculation(s).
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g) Please provide the ATRR for each of the transmitters covered by the CRA report and the amount
of the ATRR recovered by their ETS rates for the most recent year available.

Response:
Response from Charles River Associates:

a) FERC Order 888-A considers the following attributes in the design of the rules:

e Remedy undue discrimination in access to the monopoly owned transmission wires
that control whether and to whom electricity can be transported in interstate
commerce; and

e Addressrecovery of the transition costs of moving from a monopoly-regulated regime
to one in which all sellers can compete on a fair basis and in which electricity is more
competitively priced.!

b) Based on CRA’s understanding, in order for the established transmission rates to be enforced, they
have to be approved by the FERC. The FERC will only approve transmission rates that meet the
requirements described in part (a).

c) Based on CRA’s understanding, Order 888 required all public utilities that own, operate and
control interstate transmissions facilities to offer network and point to point transmission services
under the same rates, terms and conditions. The FERC allowed flexibility in the design of the rates
for the recovery of transmission costs as long they meet the primary attributes. We understand
most of the rates design post-888 to be similar to pre-888.

L FERC Order 888, p. 1.
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d) The annual transmission revenue requirement is the amount of revenue a company must recover

e)

f)

g)

annually for costs associated with its transmission system. At high level, it is comprised by the
following:

e |nvestment Return and Associated Income Taxes;

e Transmission Depreciation and Amortization Expense;

e Transmission Related Amortization of Loss on Reacquired Debt;

e Transmission Related Amortization of Investment Tax Credits;

e Transmission Related Municipal Tax Expense (if applicable);

e Transmission Related Payroll Tax Expense;

e Transmission Operation and Maintenance Expense;

e Transmission Related Administrative and General Expense;

e Transmission Related Integrated Facilities Charges;

e Transmission Support Revenue;

e Transmission Support Expense;

e Transmission Related Expense from Generators;

e Transmission Related Taxes and Fees Charge;

e Revenue for Short-Term service under the OATT; and

e Transmission Rents Received from Electric Property.

See response to OEB Staff Interrogatory 19, part (g).

ATRR ($)
Coincident Peak (MW)

The rate is calculated as follows: Rate =

As an example, consider an ATRR of $600 million and a 12 CP of 30,000 MW — This will result

§600,000000 _ ¢54 400 MW- year or $20 kW-year.
30,000 MW

in Rate =

This request requires CRA to conduct significant new research which is well beyond the scope
of its original report and a response to this request would not significantly clarify any aspects
of the ETS rates as filed in CRA’s report. Moreover, CRA is not able to provide the requested
information with reasonable effort. The requested information is not readily available. To
provide this information, CRA would need to identify, retrieve, analyze, extract and compile
the relevant data from the latest ATRR filings of dozens of separate transmission owners that
are active in the jurisdictions covered by the CRA Study. The level of effort and time required
to meet this request would be very significant such that, even with an extraordinary level of
effort, CRA does not expect it would be able to provide the requested information within the
time frame of this interrogatory process.
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OEB STAFF INTERROGATORY - 21

Reference:
Submissions on the ETS Rate, Attachment 2, Page 5

Preamble:

On page 5 of the report, CRA states the rationale for adding CAISO to the study as being “CAISO
initiated operations of the Western Energy Imbalance Market (WEIM) in 2014 which provides the
opportunity to make valuable observations as to how export pricing within an imbalance market
could operate.”

Interrogatory:
a) Please explain what an “imbalance market” is, and how it relates to Ontario.

b) Please summarize CRA’s observations as to how export pricing within an imbalance market could
operate, and comment on the value of these observations in the Ontario context.

Response:
Response from Charles River Associates:

a) The Energy Imbalance Market (EIM) is a wholesale electricity market construct that allows
market participants to export/import energy from/to their territories. Similar to the Ontario
market, the EIM is administered by a centralized independent entity (CAISO) that manages
the wholesale market. Although the EIM is not directly comparable with the Ontario market,
it was considered in CRA’s survey as a structure that applies no charges to export transactions.

b) As mentioned in the report, in 2014, FERC waived wheeling charges for exports participating
in the EIM market. This “no-charge” framework was instituted under the principle of
reciprocity between the different EIM participants. EIM Entities and CAISO allow transmission
to be shared and used on a reciprocal basis in the EIM. Some transmission used in the EIM
has already been procured while some comes from available transmission capacity that would
have gone unused. Energy imbalance markets operate primarily to enhance reliability and
increase operational visibility across electric grids; these markets seek to reduce the amount
of cost reserves participants in the EIM would otherwise need to carry. Therefore, EIM carries
different market objectives than those of an export market and these markets are not directly
comparable. To the extent that an EIM in Ontario could impact the overall level of excess
supply otherwise available for exports, some second order effect upon the export market
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conditions could occur; however, the degree and direction of this impact would be unknown
without further significant study.
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OEB STAFF INTERROGATORY - 22

Reference:

Submissions on the ETS Rate, Attachment 2, Page 5

Preamble:

On page 5 of the report, CRA states:

..demand-based rates range from 5$8.69/kW-year (SPP) to
5$163.62/kW-year (ISO-NE). Energy-based rates, on the other
hand, range from 51.85/MWh (Ontario) to $15.84/MWh (CAISO).

Interrogatory:

a) Please explain what are demand-based rates? Please confirm which of the eight jurisdictions have
demand-based rates.

b) Please explain what are energy-based rates? Please confirm which of the eight jurisdictions have
energy-based rates.

c) Please explain in detail whether it is appropriate to compare the Ontario ETS rate to demand-
based rates, or to energy-based rates, or both, and why?

Response:

Responses from Charles River Associates:

a)

b)

"Demand-based" refers to the kW or power level as the denominator part of the ratio (as
opposed to energy base or MWh). Jurisdictions with demand-based rates include MISO, PJM,
ISO-NE, SPP, and Trans-Energie.

"Energy-based" refers to the MWh or energy level as the denominator part of the ratio (as
opposed to demand base or kW). Jurisdictions with energy-based rates include MISO, PJM,
NYISO, SPP, Trans-Energie, Alberta, and Ontario.

Demand-based rates provide a price signal for scarcity of maximum line capacity, whereas
energy-based rates provide a price signal for scarcity of average usage. CRA does not endorse
one convention over the other. Demand charges can tend be provide a more stable revenue
stream relative to the transmission system owner relative to energy based charges however
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both approaches can adequately recover the costs through rates; and, most formula and
stated rate based transmission rates in the U.S. are set on a demand basis.
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OEB STAFF INTERROGATORY - 23

Reference:
Submissions on the ETS Rate, Attachment 2, Pages 5-6

Preamble:
On pages 5-6 of the report, CRA states that:

Table 3 presents rates in the currency and rate format (capacity or energy) as they
appear in posted tariffs; Table 4 presents the same but all in Canadian dollars;
and Table 5 presents the rates in Canadian dollars and in an energy-based format
(assuming a 100% load factor conversion) to allow for comparability to the
current Ontario ETS rate of $1.85/MWHh.

Interrogatory:

a) Please explain how the rates in Table 4 were converted to the rates in Table 5. Please provide
equation(s) and a sample calculation, if possible.

b) Please explain what is meant by “(assuming a 100% load factor conversion)”.

c) Please comment on the reasonableness of the 100% load factor assumption.

d) Please comment on what the rates in Table 5 would be if the load factor were lower. Please
provide a sample calculation, if possible.

e) Please provide the Ontario load factor. Please provide the rates in Table 5 if the load factor were
the same as the Ontario load factor.

f)  Please explain why the rates in Table 5 are comparable to the Ontario ETS rate.

Response:
Responses from Charles River Associates:

a) Rates per kW were converted to energy basis, for example: (S/kW-yr) x (1000kW/MW) / (8760
hours/year) = (S/MWHh).

Repeat for 730 hours per month (8760/12), 168.5 hours per week (8760/52), and 24 hours
per day.
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b)

c)

d)

Load factor is defined as (Avg Use/Peak Use). A 100% load factor assumes an energy user’s
average use on an hourly basis is the same as its peak use. Use of a 100% load factor
conversion is one industry convention used to convert a demand based rate to an energy
based cost at an assumed load factor usage. The resulting energy based cost from such a
conversion represents what a customer’s unit costs would be under a demand charge if their
usage were at a 100% load factor. See below for the conversion equation.

Actual load factor experience for any customer will of course be based on that customer’s
particular load profile. The use of 100% load factor conversion is one industry convention used
to re-state demand based rates on a unit kWh basis assuming a load factor usage. basis.

If load factor used for conversion were lower, MWh would be lower, and the resulting
quotient in Table 5 (where converted) would be higher.

For example: (S/kW-yr) x (1000kW/MW) / (8760 hours/year) x (% load factor/100) =
(S/Mwh)

CRA assumes the question seeks to convert demand based rates to energy based equivalents
based on the intertie capacity profile. In 2021, export flows averaged 49%! of intertie
capability. The following table shows all rates re-priced assuming the 49% factor.

! The 49% capacity factor was provided by the IESO.
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f)

The rates presented in Table 5 represent the results of the ETS jurisdictional rates review
commissioned by Hydro One to meet OEB’s request for this proceeding (See ETS Rate
Submissions, Attachment 2, pp 5-6). The rate level and structure of ETS rates varies
significantly across the jurisdictions reviewed as displayed in Table 1 of the Attachment 2 to
the ETS Rate Submissions. CRA notes these are not presented to convey any particular
comparability to the Ontario ETS rate since the table reports what was currently effective at
the time of the study in the various jurisdictions reviewed. Many factors influence the
resulting export rate or any network service rate on any system of which each and all can
contribute to various resulting rate outcomes. These factors include but are not limited to,
system design and cost, system usage, age of system, generation supply and demand
conditions, intertie availability with neighboring systems, rate setting policy, and other
factors. Given these facts, CRA believes it is difficult to draw any direct comparison between
rates presented in Table 5 with the Ontario ETS rate.
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OEB STAFF INTERROGATORY - 24

Reference:
Submissions on the ETS Rate, Attachment 2, Page 6

Interrogatory:
Table 1 shows rates for both Firm and Non-Firm transmission service for several jurisdictions. For

each of those jurisdictions:

a) Please explain the difference between Firm and Non-Firm transmission service specifically for that
jurisdiction.

b) Are either of the Firm or Non-Firm rates comparable to Ontario’s ETS? Please explain why, or why
not.

Response:
Response from Charles River Associates:

a) “Firm” is a term within the context of a FERC 888 type tariff as commonly seen in U.S.
jurisdictions, where firm implies a higher priority service and therefore when curtailments for
reliability reasons are needed, transactions scheduled under non-firm service would be
curtailed prior to firm service.

Response from IESO:

b) Ontario does not offer, or require the purchase of, different classes of intertie transmission
service.
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OEB STAFF INTERROGATORY - 25

Reference:
Submissions on the ETS Rate, Attachment 2, Pages 6-7

Interrogatory:
a) Please explain the difference between Table 1 and Table 2.

b) Please provide a version of Table 2 using the January 2021 exchange rate of C$1.0 = US $0.79.
c) Please compare the table produced in response to part b) with Table 1.

d) Please specify which years since 2012, that the export rates have been adjusted in domestic
currency for the jurisdictions in Table 2 including the amount, reason, and methodology.

Response:
Response from Charles River Associates:

a) Table 1 shows the ETS rate results per the 2020 analysis. Table 2 shows the 2012 ETS rates
from the 2012 Jurisdictional Review report. Note that Table 1 includes the additional
jurisdictions included in the updated 2020 review (CAISO, SPP, AESO), as well as Ontario's
current ETS rate for comparability.

b) Please see the table below that is another version of Table 2 using the January 2021 exchange
rate of C$1.0 = US $0.79.
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Annual Month Week I?::I-( Dit:(ff- Hour- Hgft;r-
S/kW- S/kW- S/kW- Peak
ear month week 3/kW- 3/kW- $S/MWh Peak
y day day $/MWh
MISO ..........................................................
Non-Firm ‘ 3.1350 0.7234 0.1447 0.1031 9.0423 4.2941
Firm 23.9081 1.9927 0.4597 0.0919 0.0657 —
PJM ..........................................................
Non-Firm 1.9927 0.4597 0.0919 0.0657 5.7468 2.7342
NYISO $3.7437/MWh - $7.0507/MWh
Firm
ISO-NE 80.8528
Non-Firm
Firm 72.45
Trans-
Energie | \on-Firm 72.45

c) The differences between the two tables (Table 1 and Table 2-revised per OEB Staff
Interrogatory 25, part (b)) represent the effects of the passage of time (2011-2020) since
currency exchange rates have been equalized between the two tables/periods in this
example. Except for PJM rates that have been stable during the period, all others in Table 1
(2020) are higher than Table 2 -revised and reflect the update to rates during the nearly 10-
year intervening period. Please refer to ETS Rate Submissions, Attachment 2, page 6 of 24:
“ETS rate levels have increased since 2012, most likely attributable to system growth and
inflation effects over the time.”

d) CRA did not investigate any adjustments in domestic currency for the jurisdictions in Table 2,
the amount, reason, and methodology.
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OEB STAFF INTERROGATORY - 26

Reference:
Submissions on the ETS Rate, Attachment 2, Pages 6, 13

Interrogatory:
a) Please explain the difference between Table 1 and Table 3.

b) Comparing the Trans-Energie rows between Table 1 and Table 3, why do two of the values
change between Table 1 and Table 3, and the others do not?

c) Please confirm the accuracy of Table 1 and Table 3 or provide a corrected version of the
table(s), if required.

Response:
Response from Charles River Associates:

a) Table 1 provides a summary of the 2020 ETS rates in CAD. Table 3 provides a summary of the
2020 ETS rates in their native tariff. For US jurisdictions, the rates are provided in USD, while
for Canadian jurisdictions in CAD.

b) Please find an errata Table 3 which corrects the rate entries for TransEnergie Non-Firm
(Schedule 10) hourly and daily service rates. All other rates in the errata Table 3 provided
below are unchanged from original filed Table 3.
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Annual Mont.hly Wee_kly Daily On- | Daily Off- | Hourly On- Hourly Off-
Service Service Service Peak Peak Peak Peak Charge
$/kW-year $/kW- S/kW- Service Service Charge $/MWh
y month week $/kW-day | $/kW-day $/MWh
Firm 41.4593 3.4549 0.7973 0.1595 0.1136 ﬁ
MISO ..................................................................
Non-Firm 3.4549 0.7973 0.1595 0.1136 9.9662 4.7328
Firm 1.574 0.3632 0.0726 0.0519 —
PJM ..............................................
Non-Firm 1.574 0.3632 0.0726 0.0519 4.54 2.16

The energy-based rate for the Firm PTP service is different for each transmission company at
the seam of NYISO, and it ranges between $3.25 per MWh (Hydro-Québec) to $6.12 per MWh
(PJM).

NYISO?®

1SO-NE' 129.26182

6.8691

CAISO* 12.5201

Non-Firm

8.91

Alberta* 8.28

1.85

*Please refer to ETS Rate Submissions, Attachment 2, page 6 for the footnotes in the above table.

1

2 c) Please seeresponse to part (b) above.
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OEB STAFF INTERROGATORY - 27

Reference:
Submissions on the ETS Rate, Attachment 2, Pages 6, 13

Interrogatory:

a)

b)

Referring to the format of Table 1 and Table 3, please explain why the Ontario ETS rate, as
well as the Alberta rate, and the Trans-Energie Non-Firm rate, are presented in a column that
merges the “Hourly On-Peak Charge $/MWh” and “Hourly Off-Peak Charge $/MWh”
columns?

Are the Ontario ETS rate, the Alberta rate, and the Trans-Energie Non-Firm rate comparable,
i.e., are they based on consistent methodologies? Please explain why, or why not.

For the jurisdictions (MISO, PJM, SPP and CAISO) that have entries in one or both of the
“Hourly On-Peak Charge $/MWh” or “Hourly Off-Peak Charge S/MWh” columns, please
explain whether and on what basis one or both of these rates are comparable with the Ontario
ETS rate.

Response:
Response from Charles River Associates:

a)

b)

These regions present a single rate and make no distinction between on and off-peak rates.

CRA does not believe that these rates are based on consistent methodologies. The Ontario
ETS rate was set via an OEB approved settlement (EB-2014-0149) and subsequently approved
in succeeding proceedings (EB-2016-0160 for 2017 and 2018 effective periods; and EB-2018-
0130 for 2019 rate effective period). The original settlement did not include any specific
approval of a cost allocation approach. See EB-2021-0110, Exhibit H, Tab 9, Schedule 1, page
2 of 6, 12-16. In effect, there is no specific cost allocation methodology underlying the current
Ontario ETS rate.

The Trans-Energie Non-Firm rate does not reflect any specific cost allocation approach; our
understanding is that the rate is derived using the transmission owner’s total annual revenue
requirement divided by peak system load. Any deviation from this rate is most likely
attributable to discounting that may be offered by Hydro-Quebec for some transactions that
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are unlikely to clear at the full tariff rate. See ETS Rate Submissions, Attachment 2, page 13 of
24.

The Alberta export rate is derived by applying components of the Demand Transmission
Service (DTS) rate. See ETS Rate Submissions, Attachment 2, pages 23 and 24. CRA is not
aware of any specific cost allocation methodology used to derive the underlying DTS rate
other than a determination of overall transmission/bulk system revenue requirement divided
by peak demand/capacity.

Since CRA has not identified any specific cost allocation methodology to be underlying any of
the referenced ETS rates referenced in this question, it cannot agree that they are all based
on a consistent methodology.

Ontario provides a single rate implying all-hours. On-peak hours are broadly defined as hours
ending 0700-2200 Monday-Saturday, excluding holidays. There could be small exceptions per

specific ISO definitions.

https://www.naesb.org//pdf/weq iiptf050504w6.pdf



https://www.naesb.org/pdf/weq_iiptf050504w6.pdf

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 28
Page 1 of 2

1 OEB STAFF INTERROGATORY - 28

3 Reference:
4 Submissions on the ETS Rate, Attachment 2

6 Interrogatory:
7 a) Please explain in detail whether the May 2014 Methodology and/or the additional

8 methodologies identified in the 2021 Elenchus report are consistent with those in
9 neighbouring markets.
10

11 b) In CRA’s view, of the rates shown in Table 1, which rate is the best comparator for the Ontario
12 ETS rate? Please explain why, in detail.

13

14 c) For the jurisdictions included in CRA report, please explain what charges wheel-through
15 transactions are subject to?

16

17 Response:

18 Response from Charles River Associates:

19

20 a) Seeresponse to OEB Staff Interrogatory 19.

21

22 b) Seeresponse to OEB Staff Interrogatory 23, part (f).

23

24 c¢) Based on CRA's jurisdictional survey, wheel-though transactions are assessed the same rates
25 as the rest of the ETS transactions.
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OEB STAFF INTERROGATORY - 29

Reference:
EB-2019-0082 Decision and Order, April 23, 2020, Page 180

Preamble:
The OEB’s 2019 Decision and Order states that:

The OEB would also be assisted by an updated jurisdictional
review that provides the rates in other jurisdictions, rationale
behind those rates and market implications.

Interrogatory:
a) Please explain the market implications of the rates contained in the jurisdictional review.

Response:
Response from Charles River Associates:

a) Inits review of ETS rates for 2020, CRA did not find any evidence that specific market based
outcomes were considered in the setting of ETS rates. Please refer to OEB Interrogatory 3(e).
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1 OEB STAFF INTERROGATORY - 30
2
3 Reference:
4 Submissions on the ETS Rate, Attachment 2, Page 8
5
6 Preamble:
7 Page 8 of the Charles River Associates (CRA) report states:
8
9 ISO-NE and NYISO have entered into a reciprocal agreement, in the form of a
10 memorandum of understanding (MOU), that has adopted an exception to the
11 rule such that the Through or Out Service (TOUT) rate is reduced to zero for any
12 TOUT transaction that goes through or out of the New England Control Area and
13 has the New England/New York Control Area boundary as its Point of Delivery.
14

15 Interrogatory:

16 a) Please clarify if this applies only to wheel-through transactions.

17

18 b) Please clarify if this applies for all imports and exports between ISO-NE and NYISO.

19

20 Response:

21 Response from Charles River Associates:

22

23 a) Basedon CRA’s understanding, this MOU applies to wheel-through transactions between ISO-
24 NE and NYISO.

25

26 b) Based on CRA’s understanding, this applies to all imports and exports between ISO-NE and
27 NYISO.
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OEB STAFF INTERROGATORY - 31

Reference:
Submissions on the ETS Rate, Attachment 2, Page 9

Preamble:
The CRA reports states that the Border Rate does not apply to any point-to-point transmission

service or network service to serve load in the Midcontinent Independent System Operator, Inc.
(MISO). This reciprocal arrangement falls under the Joint Agreement between MISO and PJM.

Interrogatory:
a) Please clarify if this applies only to wheel-through transactions.

b) Please clarify if this applies for all imports and exports between MISO and PJM.

Response:
Response from Charles River Associates:

a) Based on CRA’s understanding, this arrangement applies to wheel-through transactions
between MISO and PJM.*

b) Based on CRA’s understanding, this applies to all imports and exports between MISO and PJM.

1 https://www.pjm.com/directory/merged-tariffs/miso-joa.pdf
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Submissions on the ETS Rate, Attachment 2, Appendix B, Pages 5-9

Preamble:
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Appendix B provides Rate Adders including Ancillary Services and Other Charges Applicable to ETS

Transactions.

Interrogatory:
Please provide IESO rate adders including uplift charges, ancillary services, and other charges

a)

applicable to ETS transactions.

Response:
Response from IESO:

a)

Please see the response to OEB Staff Interrogatory 1 g).
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OEB STAFF INTERROGATORY - 33

Reference:
EB-2012-0031, Exhibit H1-5-2, Appendix B, Page 24

Preamble:
Table 2 provides the export charge, uplift/administration costs, and all-in costs for 2011 from-to
jurisdictions included in the 2012 ETS Tariff Study.

Interrogatory:

a)

Please provide a similar table containing data relevant to the 2021 jurisdictional review.
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Response:

Response from Charles River Associates:

a) Please see the following table.

ETS Rates with Uplift (3/mWh, native tariff currency) 2020
uplif
Hourly On-PeakjOff- _p_l Y . All-In Costs for
From To Peak/All Export Charge*| Administrative P
i Costs
New York On-Peak $1.85 $3.94 $5.79
New York Off-Peak £1.85 £3.94 $5.79
. Quebec On-Peak $1.85 £3.94 $5.79
Ontario
Quebec Dff-Peak 51.85 53.94 55.79
MI50 On-Peak 51.85 53.94 55.79
MI50 Off-Peak 51.85 53.94 55.79
Ontario All 55.89 51.87 57.76
PIM All 5.12 187 799
New York 5 > >
Quebec All 53.25 51.87 55.12
IS0-NE All 50.00 51.87 5187
MISO On-Peak 51.65 51.03 5268
SPP =
MISO Off-Peak 50.78 50.55 5133
SPP On-Peak 58,97 51.82 511.79
SPP Dff-Peak 54.73 50.98 55.71
Ontario On-Peak 58,97 51.82 511.79
MISO
Ontario Off-Peak 5473 50.98 5571
PIM On-Peak 50.00 51.82 5182
PIM Off-Peak 50.00 50.98 5098
MISO All 50.00 51.86 5186
PIM New York On-Peak 54 54 51.86 56.40
New York Off-Peak 52 16 51.86 5402
New York All .00 .32 32
ISO-NE 0 20 %0
Quebec All 514 .76 50.32 515.08
Ontario All $8.91 $0.28 $9.19
Quebec New York All $8.01 50,28 £0.19
I150-NE All £8.91 $0.28 $0.19

*Referto Table 3 of CRA Errata in response to OEB #26b.
** SPP UpliftfAdministrative Cost Adder is the midpoint of a provided range in CRA Report Appendix B.
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OEB STAFF INTERROGATORY - 34

Reference:
Submissions on the ETS Rate, Attachment 3, Page 2

Preamble:

The IESO states that intertie traders exporting energy from Ontario pay the Intertie Congestion
Price (ICP), a dynamic charge set based on its market value to traders, administered through the
IESO-administered market. ICP revenues are collected entirely from intertie importers and
exporters for the purpose of offsetting transmission service charges paid for all transmission
customers. Since 2017, an average of $160 million per year of ICP revenue has been returned in
reduced transmission costs, the majority of which has gone to domestic consumers.

Interrogatory:
a) Please explain when the IESO established the ICP, and on what basis? Was this before or after

the ETS was established?

b) InthelESO’s view, is the purpose of the ICP the same as the purpose of the ETS? Please explain
whether and how the ETS and the ICP address the same or different issues.

c) If the ICP was established after the ETS, and if the purpose of the ICP is the same as the
purpose of the ETS, why did the IESO establish the ICP? Please explain.

d) Arethere incremental costs that arise specifically due to managing congestion, as opposed to
costs that arise from export transactions?

e) Explain and quantify how the ICP revenue has been distributed. Is it different from other
jurisdictions?

f)  Which of the adjoining jurisdictions (Manitoba, Quebec, New York, Minnesota, and Michigan)
have at least some (i.e., non-zero) regulated transmission network tariff charge applicable to
all exports out of the jurisdiction?

g) Please clarify if the ICP charges are analogous to other and ancillary charges in other
jurisdictions and/or are uplift charges analogous to other and ancillary charges in other
jurisdictions?
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h)

j)

k)

Please explain how ICP supports open access.

In the IESO’s view, what would be the advantage for Ontario ratepayers and export
transmission service users of relying on ICP in lieu of an ETS rate to charge for export service?

In the IESO’s view, what would be the disadvantage for Ontario ratepayers and export
transmission service users of relying on ICP in lieu of an ETS rate to charge for export service?

In the IESO’s view, would relying on ICP (in lieu of the ETS rate) present risk (e.g., financial
risk) to Ontario ratepayers and to those who use the transmission system in Ontario to deliver
electricity to outside of Ontario? Does the IESO consider this risk appropriate? Please explain.

What financial, system reliability and operability protections, if any, exist now and/or ought
to exist for Ontario ratepayers and export transmission service users if Ontario were to rely
on ICP in lieu of an ETS rate?

Response:
Responses from IESO:

a)

b)

Both the ICP and ETS have been in place since market opening in May 2002. The role of the
ICP was the subject of extensive discussion by the Board in its decision in RP-1999-0044 when
it established the ETS.

Both mechanisms are intended to offset intertie infrastructure costs to Ontario customers.
However, they differ in their application. The purpose of the ICP mechanism is to
competitively, fairly, and transparently allocate access to an intertie when there is more
demand than capability, resulting in efficient use as part of the operation of the wholesale
electricity market. By allocating transmission capacity to traders on a willingness to pay basis,
it ensures that any surplus funds collected from traders are returned to Ontario consumers
to reduce transmission service charges. The key difference between the ICP and the ETS is
that the ICP is dynamic and adjusts automatically to changing market conditions (hour to
hour) ensuring there are no adverse impacts on economically efficient trade. By contrast the
ETS is a fixed charge and will invariably either under collect if price differences are greater
than the ETS, or limit otherwise efficient transactions if the ETS is greater than the price
spreads. In practice, both the ETS and ICP have worked together to facilitate trade and offset
costs for Ontario consumers. However, as stated in the IESO submission, it is the IESO's view
that the ETS should be set at a rate that does not interfere with efficient trade which is a
critically important tool for managing the reliable operation of the Ontario grid.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

c)

d)

e)

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab1

Schedule 34
Page 3 of 4

Please see answer a) above. The ICP was not established after the ETS.

There are no incremental costs to managing intertie congestion. As described in IESO
submission?, IESO analysis has indicated that exports result in substantial system savings as
opposed to costs.

The IESO's approach is generally aligned with other jurisdictions in distributing transmission
rights auction revenue (where this occurs), as the benefits of congestion revenue accrue to
those responsible for paying for the transmission system. Please see Table 4 — Transmission
Rights Clearing Account Flows & Table 5 — TRCA Disbursements Between Loads and Exporters
in Attachment 1 of OEB Staff Interrogatory 1 for more detail.

Response from Charles River Associates:

f)

All adjoining jurisdictions have at least some (i.e non-zero) regulated transmission tariff
charge to all exports out of the jurisdiction. Please refer to New York, MISO (for Minnesota
and Michigan), and Trans-Energie in the ETS Rate Submissions, Attachment 2, Table 1.

Responses from IESO:

g)

h)

The ICP reflects the real-time value of transmission access based on competition (exporters
willingness to pay for access) and market conditions in Ontario and neighbouring jurisdictions.
Uplift charges are related to specific out-of-market costs incurred required to operate a
system reliably that is shared by all users.

The ICP mechanism allocates scarce intertie access in a fair and transparent way, based on a
market-based (willingness-to-pay) approach. All registered traders have an equal opportunity
to access the interties.

Relying upon the ICP in lieu of the ETS rate would provide advantages in the form of improved
system operability. Exports provide a range of operational benefits and enhance system
reliability for Ontario consumers. As described in the IESO submission, the fixed rate nature
of the ETS can prevent otherwise economic transactions from occurring, limiting exports on
the interties. The ICP mechanism is more supportive of efficient trade because it does not
prevent transactions from occurring and charges users a premium based on their willingness

1 "Market Implications of the Export Transmission Service Rate July 2021", "Table 1: Value from Exports
2017-2020",
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j)

k)

to pay. As such, there would be more hours when trades are economic in the absence of the
ETS, which in turn would generate greater revenue for Ontario and potentially avoid the need
to curtail Ontario generation.

A potential disadvantage of relying solely upon the ICP in lieu of the ETS rate is that the ICP is
only collected when there is congestion, i.e., when there is sufficient competition and excess
demand for access to an intertie. In the absence of congestion, an ICP price is not generated
and no congestion rent is collected. Therefore, on ties that are less competitive, it is possible
that less revenue would be collected for Ontario ratepayers if some level of ETS did not remain
in place.

The IESO views the financial risk to Ontario ratepayers of relying upon the ICP in lieu of the
ETS to be low. The ICP depends on many factors including constantly changing market
conditions, competition, supply outages, and weather. As a result, ICP collection is variable
and harder to predict than a fixed charge like the ETS. However, as detailed in the IESO
submission, the amount of ICP distributed to Ontario ratepayers has historically exceeded the
amount collected from exporters through the ETS. This indicates that the financial risk to
Ontario ratepayers of relying solely upon the ICP in lieu of the ETS is low.

Relying on the ICP in lieu of an ETS rate would improve system reliability and operability by
incenting a greater volume of efficient export transactions.
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OEB STAFF INTERROGATORY - 35

Reference:

Submissions on the ETS Rate, Attachment 3, Page 2

Preamble:

The IESO states that due to market design changes, ICP revenues are now distributed on a semi-

annual basis and the Transmission Rights (TR) market has increased the amount of revenues

available to be disbursed and changed the proportion of the distribution to return almost all

available funds to domestic consumers.

Interrogatory:

a)

b)

d)

e)

f)

g)

Please provide the amount of ICP revenue returned on an annual basis to domestic customers.
Are there any applicable settlement charges associated with the ICP that is returned to domestic
customers?

Please explain in detail how the ICP revenue is returned. Is it through the Global Adjustment, to
transmitters, directly to domestic consumers or through some other means?

Please provide the frequency that the ICP revenue is returned and the basis for that frequency. Is
the basis a practice or prescribed? If it is prescribed, where is it prescribed and by whom? What is
the process for changing the frequency?

Please provide the amount of transmission rights clearing account (TRCA) disbursements returned
on an annual basis to domestic customers. Are there any applicable settlement charges associated
with the TRCA disbursements that are returned to domestic customers?

Please explain in detail how TRCA disbursements are returned. Is it through the Global
Adjustment, to transmitters, directly to domestic consumers or through some other means?

Please provide the frequency that TRCA disbursements are returned and the basis for that
frequency. Is the basis a practice or prescribed? If it is prescribed, where is it prescribed and by
whom? What is the process for changing the frequency?

Does the IESO consider TRCA disbursements to domestic customers cross-subsidization? If not,
why not?
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h)

j)

k)

o)

p)

Please provide Ontario ICP revenue from 2012 to 2021.

Please provide forecast Ontario ICP revenue from 2022 to 2027.

Please provide Ontario TR Auctions Revenue from 2012 to 2221.

Please provide forecast Ontario TR Auctions Revenue from 2022 to 2227.

Please provide Ontario TRCA Disbursements from 2012 to 2221.

Please provide forecast Ontario TRCA Disbursements from 2022 to 2027.

Please provide Hydro One’s export transmission load forecast and ETS revenue forecast from 2012
to 2021 and Hydro One’s actual export transmission load and actual ETS revenue from 2012 to

2021.

Please provide for each Ontario transmitter forecast annual load, ICP revenues and TRCA
disbursements from 2022 to 2027.

Please explain what would happen if the ICP forecast is not met for Ontario transmitters if the ETS
is eliminated. Would there be a revenue reconciliation process for Ontario transmitters and how
it would work? Will variance accounts be required?

Response:
Responses from IESO:

a)

b)

The ICP is returned as part of the Transmission Rights Clearing Account Disbursement as an
energy market uplift payment, for an explanation of the proportion of disbursements that are
returned to domestic customers, please see Figure 1 below. Please also see Table 4 —
Transmission Rights Clearing Account Flows & Table 5 — TRCA Disbursements Between Loads
and Exporters in Attachment 1 of OEB Staff Interrogatory 1.

The ICP is returned as part of the Transmission Rights Clearing Account Disbursement as an
energy market uplift payment. Please see Figure 1 below.
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The TRCA account comprises of the congestion rents collected via the Intertie Congestion
Price as well as the proceeds from the Transmission Rights Auction. Withdrawals from the
account are from monthly payouts to Transmission Rights holders. A $20 million minimum
balance is maintained in the TRCA account and any surplus above that balance is paid out to
Ontario loads (98%) and exporters (2%).

The TRCA surplus is divided between the load and exporter classes based on the proportion
of transmission costs paid over the last six months. This methodology results in Ontario loads
receiving approximately 98% of the TRCA surplus funds?.

Transmission

Cgﬁ;"éﬂfon Rights RN TRCA Surplus
Auction _— Funds
Rent
Revenue
Premium or discount Some traders buy The payouts owed TRCA balance
traders pay relative to transmission rights to traders who have above $20 million
the Ontario price (the (TRs) to protect purchased TRs to is disbursed to
ICP). This “rent” is themselves against hedge against market
collected and added to intertie congestion intertie congestion participants on
the TRCA account. price risk. price risk semi-annual basis.

Figure 1: Transmission Rights Clearing Account Disbursement Methodology

Notes:

IESO Market Rules Chapter 9, Section 4.7 describes the TRCA disbursement methodology.

IESO Market Manual 5.5, Section 1.6.27 contains the frequency on when TRCA disbursements are made.
The IESO recently implemented the current TRCA disbursement methodology in June 2021. Prior to this
change, the TRCA disbursement was based on a proportionate share of volume instead of transmission
costs paid, resulting in an approximately 87%/13% split of surplus funds to load versus exporters.

ICP revenue is returned as part of the Transmission Rights Clearing Account Disbursement.
The IESO reviews the Transmission Rights Clearing Account balance on a semi-annual basis
and disburses the surplus funds when the balance exceeds the reserve threshold of 520M by
at least S5M; or as directed by the IESO Board. In order to change the distribution frequency,

For further information please see:
https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage/Transmission-Rights-Market/trmr-

20210630-final-report.ashx



https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage/Transmission-Rights-Market/trmr-20210630-final-report.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage/Transmission-Rights-Market/trmr-20210630-final-report.ashx
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d)

e)

f)

8)

h)

j)

k)

m)

the IESO would need to follow its baseline process to amend the applicable Market Manual
5.5, Sec. 1.6.27.

Please see the response to OEB Staff Interrogatory 34 e). There are no applicable settlement
charges associated with the TRCA disbursements other than the disbursement itself, which is
returned as an uplift payment.

Please see the response to b) above.

Please see the response to c) above.

No. The IESO believes that it is appropriate for TRCA surplus funds to be returned to the
customers that are responsible for the costs of the transmission system. As detailed in the
IESO ETS Rate Submission Attachment 3, the IESO has refined its methodology for distributing
TRCA surplus funds since 2015 to improve transparency and increase the amounts of intertie
congestion funds available to be disbursed to domestic consumers and exporters from the
TRCA.

Please see the response to a) above.

The IESO does not produce an ICP forecast because it does not forecast interjurisdictional
trading conditions at the required level of intraday granularity. However, given the high share
of baseload generation resources in Ontario’s supply mix, Ontario wholesale prices have been
and are expected to be lower than many of our trading partners for the foreseeable future,
creating the base conditions for exports and collection of ICP.

Please see the response to a) above.

The IESO does not have an ICP forecast because it does not forecast interjurisdictional trading
conditions at the required level of intraday granularity.

Please see Table 4 - Transmission Rights Clearing Account Flows in Attachment 1 of OEB Staff
Interrogatory 1.

The IESO does not have a forecast because it does not forecast interjurisdictional trading
conditions on an intraday granularity.
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Hydro One’s forecasted and actual export transmission load and ETS revenue from 2012 to 2021

are shown in the table below.

Year

Estimated

Export Revenue (SM)

2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

Notes on estimated values:

2012 as per EB-2010-0002 Decision with Reasons dated December 23, 2010
2013-2014 as per EB-2012-0031 Decision with Reasons dated November 30, 2012

$16.0
$27.0
$34.1
$30.9
$31.7
$39.2
$40.1
$40.1
$35.9
$35.9

Actual

Export MWh | Export Revenue (SM)

8,000,000
13,478,603
17,036,127
16,702,703
17,135,135
21,172,973
21,648,649
21,648,649
19,403,359
19,422,279

$30.2
$38.0
$39.5
$42.8
$41.0
$35.8
$34.7
$37.1
$38.1
$32.0

2015-2016 as per EB-2014-0140 Settlement Agreement, approved December 2, 2014

2017-2018 as per EB-2016-0160 Decision and Order dated December 1, 2017
2019 as per EB-2018-0130 Decision and Rate Order dated June 13, 2019
2020-2021 as per EB-2019-0082 Decision and Order dated April 23, 2020

Export
MWh
15,101,765

18,980,713
19,761,648
23,138,052
22,157,981
19,346,599
18,771,464
20,073,511
20,601,892
17,320,341

The forecasted annual load for Hydro One Transmission for 2022-2027 is shown in the table below

at the generation level. The forecasted load for other transmitters is not available.

Year
2022
2023
2024
2025
2026
2027

HONI Tx (GWh)
131,691
133,209
133,560
133,188
132,848
133,644
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Response from IESO:

p) The IESO does not have a forecast because it does not forecast interjurisdictional trading
conditions on an intraday granularity. Just like today, if ICP were to drop the only impact would be
that the semi-annual disbursements from the TRCA to Ontario loads would be reduced. Given that
TRCA disbursements are not made to transmitters, there would be no impact on UTRs or need for
variance accounts.
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OEB STAFF INTERROGATORY - 36

Reference:
Submissions on the ETS Rate, Attachment 3, Page 3

Preamble:
The IESO states that the ICP and ETS have an offsetting relationship such that an increase in the
ETS will lead to a proportionate decrease in the ICP.

Interrogatory:
a) Please confirm that this is a dollar-for-dollar proportional relationship. If not please clarify the

increase in the ETS and the decrease in the ICP.

Response:
Response from IESO:

a) There is a strong inverse relationship between the ETS rate and the ICP but the IESO would
not characterize it as a dollar-for-dollar proportional relationship in all cases. For example,
higher ETS rates have a disproportionally large impact on otherwise economic exports from
occurring. Not only would no ETS or ICP revenues be collected from reduced transactions but
the IESO may need to curtail Ontario generation to ensure reliability, which is both costly and
undesirable from an operational and market participant perspective.
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OEB STAFF INTERROGATORY - 37

Reference:
Submissions on the ETS Rate, Attachment 3, Page 7

Preamble:

The IESO states that its planning assessments do consider maintaining export capability where
required to ensure system reliability and operability, but do not specifically consider competitive
exporter activity. On this basis, competitive exports are not a key driver of investment cost to the
transmission system in Ontario.

Interrogatory:
a) Please confirm that system reliability and operability will be maintained by the IESO regardless of
ETS rate.

b) If the ETS is reduced to SO/MWh, what assurances are there that the ICP would be at a minimum
of $1.85/MWh for every hour at every intertie in Ontario?

c) Inthe IESO’s view, what protections exist or should be put in place to ensure that any reduction
in the ETS rate is received by Ontario consumers and not received by exporters?

d) Please confirm that through a TR Auction the successful TR holder is entitled to all the ICP revenue
for an intertie for the specific period and quantity of the TR. If yes, please clarify how ICP revenue
is returned to domestic consumers and the amount. If not, please explain otherwise.

Response:
Response from IESO:

a) Consistent with the IESO's mandate to support the objectives of the Electricity Act, 1998 and the
promotion of an efficient and reliable electricity market and power grid, system reliability and
operability will be maintained by the IESO regardless of the ETS rate. However, as noted in the
IESO's ETS Rate Submission Attachment 3, exports provide Ontario with operational and economic
benefits. A higher ETS rate would have the effect of reducing energy exports from Ontario and by
extension the operational and economic benefits that those lost exports provide. In the case of
losses in exports, the IESO would rely on other mechanisms to ensure reliability, such as
curtailments of Ontario generation.
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b)

c)

d)

ICP is set by market conditions that vary on an hour- to-hour basis so it is not easy to predict with
certainty how much ICP will be collected on a go-forward basis. However, based on Ontario's
current and future supply mix (which includes a high proportion of baseload generation resources)
relative to our trading partners it is reasonable to assume that Ontario's wholesale prices will
remain competitive, driving significant export volumes with the IESO’s neighbours and generating
significant ICP for Ontario consumers.

The recent market design changes described in the IESO’s ETS Rate Submission Attachment 3
mean that the benefits from a reduction of the ETS rate to SO/MW would be received by Ontario
consumers. The disbursement of TRCA surplus funds to domestic consumers and exports is based
on the proportionate amount that each class contributes to transmission costs in the form of
Provincial Transmission Service (PTS) and ETS. As a result of this structure, Ontario consumers
would receive a larger share (100%) of the TRCA disbursement if the ETS is eliminated.

TRs are a financial contract that entitles their holder to congestion rents on the path specified in
the contract, and the amount of congestion rent returned to TR holders depends on the number
of TRs sold on a specific intertie path. TRs are offered on long-term (annual) and short-term
(monthly) durations through quarterly and monthly TR auctions, and the auction revenue, as well
as any residual congestion rent collected (for line capacity that is not sold as TRs) is added to the
TRCA. Disbursements from the TRCA are then paid to domestic consumers and exports in
proportion to the amount each class contributes to transmission costs in the form of PTS and ETS.
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OEB STAFF INTERROGATORY - 38

Reference:
Submissions on the ETS Rate, Attachment 3, Table 1, Page 8
Submissions on the ETS Rate, Attachment 3, Page 3

Preamble:
The IESO states that prior analysis demonstrates that in one case increasing the ETS rate from $O
to $5.80/MWh would cause a 50% reduction in export volumes.

The maximum increase from $1.85 to $6.54/MWh proposed by Elenchus is an increase in the ETS
rate of $4.69/MWh. The proposed increase is calculated by OEB staff, at existing export volumes
to generate $134 million in annual ETS revenue which is an increase of about $96 million per year.

Table 1 indicates congestion rents have declined annually since 2017 by $109 million, from $208
million in 2017 to $99 million in 2020. The ETS revenue for 2020 is $38 million for a combined ETS
revenue and congestion rent of $137 million in 2020. The 2021 Elenchus report proposed ETS rate
of $6.54/MWh would increase the ETS revenue from $38 million in 2020 to about $134 million
based on existing volumes.

Interrogatory:
a) Please explain how the $38 million in ETS revenue would be recovered in future if the ETS is
eliminated.

b) Please explain and quantify any impacts other than a $3 million (5137 million minus $134 million)
annual difference between the combined 2020 ETS revenue and ICP revenue in Table 1 and the
2021 Elenchus Report proposed ETS revenue.

c) Please provide a forecast of the annual ICP and TRCA disbursements for the next five years
including a detailed analysis of any changes based on the ETS rate remaining at a fixed charge of
$1.85/MWh.

d) Please provide a forecast of the annual ICP and TRCA disbursements for the next five years
including a detailed analysis of any changes based on the ETS rate increasing to a fixed charge of
$6.54/MWh.
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e)

f)

h)

Please provide a forecast of the annual ICP and TRCA disbursements for the next five years
including a detailed analysis of any changes based on the ETS rate decreasing to a fixed charge of
$0.00/MWh.

Please contrast how the dynamic nature of the ICP applied on some exports, compared to the
fixed ETS charge applied on all exports regardless of market conditions, assures transmission
customers will benefit financially.

In the IESO’s view, does this volatility in ICP revenue present risk to Ontario ratepayers and
exporters? Please explain.

How would the ETS annual revenue for Ontario transmitters be guaranteed if exports were
uneconomic?

As proposed by the 2021 Elenchus Report methodology the ETS rate should apply not only to
Hydro One transmission assets but to all Ontario transmitters’ transmission assets. Please explain
the additional impact on the ICP of this proposal including if the ETS is set to zero.

Response:
Response from Hydro One

a) If the ETS rate is eliminated, the revenue would be recovered from Ontario transmission
customers through an increase to the UTR.

Response from IESO

b) While the IESO has not assessed in detail the potential impacts on intertie trade based on an ETS

rate value of $6.54/MWh, it expects a significantly higher ETS rate will materially reduce trade
volumes, reducing operational and economic benefits of exports to Ontario. For example, an ETS
rate set to $6.54/MWh would have a dramatic impact on trade on the New York interties where
trading margins are typically slim and many existing trades would be uneconomic based on such
a rate. In turn, output from Ontario's nuclear and hydroelectric plants would be impacted.
Curtailing output from baseload facilities is both costly and challenging. For example, if a nuclear
unit is shut down it typically takes 3 days to restart, during which time Ontario must rely on higher
cost resources such as natural gas generation to make up for the significant energy shortfall while
the nuclear unit is offline. The 2021 proposed revenue in the study assumed existing export
volumes would not change. The IESO does not agree with this assumption based on its experience
as Ontario's system operator. Exports are highly price sensitive, and an increase in transaction



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

d)

f)

h)

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab1

Schedule 38
Page 3 of 4

costs would have an impact on export volumes. As export volumes fall, revenues from ETS charge
would also fall, not increase.

The IESO does not have a forecast because it does not forecast interjurisdictional trading
conditions at the required level of intraday granularity.

Please see the answer to c) above. However, as explained in response to OEB Staff Interrogatory
37 b), directionally the IESO would expect disbursements to significantly decrease due to lower
export volumes than would otherwise have been the case.

Please see the answer to b) above. However, as explained in response to OEB Staff 37
Interrogatory b), directionally the IESO would expect disbursements to increase due to higher
export volumes than would otherwise have been the case.

The ICP and ETS rate are designed such that the proceeds of both directly benefit transmission
customers. The ICP is a robust mechanism to maximize the value of interties (both import and
export) when there is competition. The ETS, in contrast, supports some revenue collection but
only on export paths and as noted, a higher ETS can prevent exports altogether on these paths
which also leads to the loss of operational and reliability benefits. The ETS rate (at historical and
current levels) and ICP have worked well over the last 20 years to the benefit of transmission
customers.

The IESO does not believe the volatility in ICP revenue presents risks to ratepayers and exporters.
Disbursements are determined every 6 months based on the accrued surplus in the Transmission
Rights Clearing Account. While the disbursement value can be higher or lower there would be no
impact on transmitter rates, or need for variance accounts. Furthermore, since ICP is applied
dynamically (the amount collected rises and falls depending on market conditions) it guarantees
that Ontario ratepayers capture full value from the interties, but also ensures exporters have
maximum opportunity to schedule economic transactions.

ETS charges are applied based on exports and used to offset Ontario transmitter rates paid by
Ontario consumers. If there was no ETS rate revenue, transmitter rates would stay the same but
there would be no corresponding ETS rate offset. However, all other things being equal, the losses
of ETS revenue would in turn be offset by higher collection of ICP revenue, which would lead to
increased surpluses in the TRCA. Those surpluses would be distributed to transmission customers
as described in the IESO ETS Rate Submission Attachment 3.
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Response from Hydro One

i) Please see response in Staff 4, part a. Hydro One’s view is that the ETS revenue should continue
to apply only to Hydro One. As such, there is no additional ETS revenue for other Ontario
transmitters and there is no additional impact on the ICP revenue.
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OEB STAFF INTERROGATORY - 39

Reference:
Submissions on the ETS Rate, Attachment 3, Table 1, Page 8

Preamble:

Table 1 shows avoided system costs varying from $180 million to $153 million from 2017 to 2020.
Footnote 13 indicates an avoided nuclear and renewable resource curtailment, equal to 14TWh,
12TWh, 13TWh and 14TWh for 2017 to 2020 respectively.

Interrogatory:
a) Please provide the annually avoided system costs and energy separately for each of avoided

nuclear maneuvering, hydroelectric water spillage and renewable resource curtailment from
2017 to 2020.

Response:
Response from IESO:

a) The annual avoided energy costs from 2017-2020 is provided in Table 9 - Annual Avoided
Energy Costs by Resource Type and Year of Attachment 1 of OEB Staff Interrogatory 1, by
regulated and contracted resource categories. A more granular breakdown cannot be
provided for confidentiality purposes.
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OEB STAFF INTERROGATORY - 40

Reference:

Submissions on the ETS Rate, Attachment 3, Table 1
Submissions on the ETS Rate, Attachment 3, Pages 8-9
Submissions on the ETS Rate, Attachment 3, Pages 8-9

Preamble:

The IESO typically collected between $34 and 38 million per year through ETS tariffs and $38 to
$52 million per year through uplift charges from 2017 to 2020. In the IESO examples on page 12
the uplift charges are shown as $1/MWh.

Interrogatory:

a) Please confirm if uplifts are a fixed charge applied on all exports regardless of market
conditions and the uplift rates. If not, please confirm what export activities uplift charges
apply to and the rates.

b} Please confirm if uplifts are a fixed charge applied on all imports regardless of market
conditions and the uplift rates. If not, please confirm what import activities uplift charges

apply to and the rates.

c) Please provide the annual revenue and volume of export uplift charges and import uplift
charges since 2017.

Response:
Response from IESO:

a) Please see the response to OEB Staff Interrogatory 1 g).

b} Uplifts are not fixed charges and are variable based on the out-of-market costs incurred over
a specified time period. Imports are not subject to uplifts.

c) Please see Table 6 — Export Uplift Revenue and Volumes in Attachment 1 of OEB Staff
Interrogatory 1. Imports are not subject to uplifts.
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OEB STAFF INTERROGATORY -41

Reference:

Submissions on the ETS Rate, Attachment 3, Page 9

Preamble:

The IESO states that The ICP is set hourly based on competitive trader bids indicating how much

they would be willing to pay to export over the intertie for a specific hour.

Interrogatory:

a)

b)

d)

e)

Please confirm that the ICP is determined in the market schedule whereas the actual schedule
of exports and imports is determined in the dispatch schedule. Please describe how these
processes work.

Please confirm that intertie congestion in the market schedule may not be the same as intertie
congestion in the dispatch schedule. Please further confirm that the traders pay the ICP only for
exports and imports that actually flow in the dispatch schedule. If this statement is not accurate,
please provide an accurate version. Please elaborate on the circumstances that might give rise to
a situation where there is congestion in one schedule but not in the other schedule.

Please provide data on the degree of correlation between hours that are congested in the market
schedule and hours that are congested in the dispatch schedule.

Is it possible for an intertie to be congested in the dispatch schedule even if it is not congested in
the market schedule? If this scenario can arise, please explain the implications for ICP payment
flows.

Please describe the methods used to manage intertie congestion in the markets with which
Ontario does its electricity trading

Response:
Response from IESO:

a)

The ICP is determined in the IESO market schedule. Physical export quantities are determined
in the IESQO's dispatch schedule. The ICP for exports is set hourly based on competitive trader
bids indicating how much they would be willing to pay to export over an intertie for a specific
hour. When there are more economic bids than intertie capability, the highest-priced bids are
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accepted, and the congestion premium is set by the marginal bidder. The exporters scheduled
in the IESO's dispatch schedule would be subject to the ICP charge. Congestion rent collected
for an intertie path would be equal to ICP X volume for that hour.

b) Please see the response to a) above.
c) Please see the response to a) above.
d) Please see the response to a) above.

e) Jurisdictions use their own methodology to manage transmission allocation, and by
extension, intertie congestion. Approaches range from a market-based willingness to pay
approach similar to Ontario, to first-come first-served methods similar to PJM, to a single
trader monopoly approach similar to Quebec. An analysis of the TRCA surplus allocation
methodology by Brattle confirms that the current IESO approach for managing transmission
congestion is a "best" practicel.

lFor further details, please see: https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage
/mdag/mdag-20191004-Analysis-of-the-TRCA-Surplus.ashx



https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage%20/mdag/mdag-20191004-Analysis-of-the-TRCA-Surplus.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/engage%20/mdag/mdag-20191004-Analysis-of-the-TRCA-Surplus.ashx
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OEB STAFF INTERROGATORY - 42

Reference:
Submissions on the ETS Rate, Attachment 3, Pages 9 -10

Preamble:

The IESO states that an important feature of the ICP is that it is dynamic and automatically adjusts
with the value of the intertie capacity, which itself is dependent upon hourly market conditions.
If hourly wholesale market prices are expected to be lower in Ontario relative to its neighbouring
jurisdictions, traders will compete against one another by bidding up the price for intertie access
relative to expected profit conditions. Increased competition and willingness-to-pay to flow the
electricity out of Ontario will increase the ICP for which exports are charged.

Interrogatory:
a) Please describe the methods used to manage intertie congestion in the markets with which

Ontario does its electricity trading.

b} Do these markets use the economic methodology of intertie congestion pricing that the IESO
uses for Ontario?

c) If not please explain, to the extent possible, why not.

Response:
Response from IESO:

a) Please see the response to OEB Staff Interrogatory 41 e).
b} Please see the response to OEB Staff Interrogatory 41 e).

c) ThelESO is unable to answer why other jurisdictions historically use different approaches, but
the IESO believes it has an efficient mechanism for the Ontario power system.
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OEB STAFF INTERROGATORY -43

Reference:
Submissions on the ETS Rate, Attachment 3, Pages 9 -10

Preamble:

The IESO states that the ICP is set hourly based on competitive trader bids indicating how much they
would be willing to pay to export over the intertie for a specific hour. The highest bids are accepted to
export over the intertie during the given hour. For example, the ICP on the intertie to Michigan (where
there has historically been high demand to export) averaged $19/MWh in 2017 while annual prices on
the Minnesota and New York interties are in the range of $7-9/MWh.

Interrogatory:
a) Please provide the number of hours annually that the ICP was collected and the annual ICP

revenue from 2017 to 2020 for each of the Michigan, Minnesota, and New York interties.

b} Please explain the historical variability and provide a graph showing the monthly variability in
the ICP at each intertie and for each jurisdiction.

Response:
Response from IESO:

a) Please see Table 8 — Export Congestion Rent by Jurisdiction in Attachment 1 of OEB Staff
Interrogatory 1.

b} ICPis driven by expected price differences between jurisdictions on an hourly basis, there are
a number of drivers that can influence this opportunity and drive variability, such as outages,
supply mix, fuel prices, weather and seasonal changes. Please see Table 12 — Average Monthly
ICP by the Michigan, Minnesota and New York Export ties in Attachment 1 of OEB Staff
Interrogatory 1.
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OEB STAFF INTERROGATORY - 44

Reference:
Submissions on the ETS Rate, Attachment 3, Table 2, Page 10

Preamble:

The IESO states that TRs are a financial contract that entitle their holder to a share of the ICP revenue.
The IESO pays the TR holders from the ICP revenues. Revenues from the TR auction plus any residual
ICP revenues after payments to TR holders are disbursed, subject to a TRCA balance threshold, to
domestic consumers and exporters to offset transmission costs. As shown in Table 2, approximately
$118 million was paid out in disbursements in 2020.

The footnote to Table 2 states that congestion rents apply to exports and imports.

Interrogatory:
a) Please clarify the share and amount of the ICP provided to TR holders.

b} Please confirm that imports are subject to congestion rents and explain how these rents are
calculated.

c) Please provide the amount of congestion rents received from imports.

d) Please clarify if uplift charges apply only to exports and if they apply to all exports. If not,
please confirm what transactions uplifts charges apply to and the volume.

e} Please specify the times and locations where ICP revenue has been or would be zero for
imports and exports.

Response:
Response from IESO:

a) Theannualamount paid to TR holders from the TRCA is set out in Table 4 - Transmission Rights
Clearing Account Flows in Attachment 1 of OEB Staff Interrogatory 1.

b} Imports are subject to ICP. The ICP for imports is set hourly based on competitive trader offers
indicating how much they would be willing to accept to import over an intertie for a specific
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hour. When there are more economic offers than intertie capability, the lowest-priced offers
are accepted, and the congestion premium is set by the marginal offer.

c) Please see Table 4 - Transmission Rights Clearing Account Flows in Attachment 1 of OEB Staff
Interrogatory 1.

d) Please see the response to OEB Staff Interrogatory 40 b) and OEB Staff Interrogatory 1 g).

e} ICP is a dynamic mechanism based on market conditions between Ontario and neighbouring
jurisdictions. Since market conditions change constantly, the ICP also adjusts for each
individual intertie on a continuous basis. The ICP may be zero on a particular intertie path for
a given hour before changing to a non-zero price in the next hour. On a different intertie path,
the ICP may be zero for a long stretch. On yet another path, the ICP might have high price for
most hours. There might be hourly, daily, or even seasonal trends in these prices.
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OEB STAFF INTERROGATORY - 45

Reference:
Submissions on the ETS Rate, Attachment 3, Table 2
Submissions on the ETS Rate, Attachment 3, Pages 10-11

Preamble:

The IESO states that it pays the TR holders from the ICP revenues. Revenues from the TR auction
plus any residual ICP revenues after payments to TR holders are disbursed, subject to a TRCA
balance threshold, to domestic consumers and exporters to offset transmission costs. As shown
in Table 2, TRCA disbursements have steadily declined since 2018 to approximately $118 million
in 2020.

The IESO has stated the TRCA methodology effective 2021 will increase TRCA funds to be
distributed to domestic load.

Interrogatory:
a) Please confirm if annual payments to TR holders have exceeded congestion rents received

from the market. If, so please explain why and provide the year(s), amount, and reason. Also,
clarify where the revenue is obtained from to provide excess TR payments.

b} Please explain why the annual congestion rents in Table 2 are higher than the annual
payments to TR holders. Clarify what happens to the excess amount of congestion rents.

c) Please explain the changes in TRCA methodology that will increase disbursements to domestic
loads.

d) Please define domestic load.

e) Please provide the 2021 actual and 5-year forecast TRCA disbursement to domestic loads.

f) Please confirm that ICP revenues are sufficient to cover any shortfall between the revenue
that the IESO receives from TR auctions and the payments the IESO is obligated to make to TR

holders.

g) In the IESO’s view, what are the advantages and disadvantages for Ontario ratepayers and
export transmission service users of continuing with financial transmission rights?
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h)

i)

In the IESQO’s view, what are the advantages and disadvantages for Ontario ratepayers and
export transmission service users of discontinuing financial transmission rights?

In the IESO’s view, what would be the disadvantage of eliminating TR auctions? Would this
reduce ICP by an equivalent amount?

Response:
Response from IESO:

a)

Yes, there have been historical instances when annual payments to TR holders have exceeded
congestion rent from the market. Please see Table 4 - Transmission Rights Clearing Account
Flows of Attachment 1 in OEB Staff Interrogatory 1. Auction revenues are also used to cover
TR payments. Please see the response to OEB Staff Interrogatory 35 b) for an overview of the
TRCA disbursement methodology.

Payments to TR holders are a function of both the quantity of TRs purchased by Market
Participants and the ICP. The MW quantity of TRs sold can be less than the capacity of the
intertie resulting in more congestion rent collected than paid out. For example, ICP may be
collected on the entire capacity on a 1000MW intertie, but if only 600MW of TRs are sold on
that intertie then TR payments will be less than congestion rents collected. Surpluses in the
Transmission Rights Clearing Account are disbursed to load and exporters in accordance with
the TRCA disbursement methodology. Please see the response to OEB Staff Interrogatory 35
b), as well as OEB Staff Interrogatory 37 c) and 37 d).

The disbursement methodology for the TRCA was changed from a proportionate share of
volume methodology to a proportionate share of transmission costs paid methodology. This
has shifted the split of TRCA disbursements from approximately 87%/13% split to domestic
load versus exporters; to 98%/2% split to domestic load versus exporters. This change came
into effect in May 2021.

For the purposes of TRCA disbursement, the IESO considers "domestic load" as participants
that withdrew energy from the IESO-administered market.

The IESO does not forecast TRCA disbursements. Please see the data provided in response to
OEB Staff 35 Interrogatory d).
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The IESO confirms that ICP revenues and TR Auction revenues have been sufficient to cover
payments to TR holders since the start of the wholesale market. Please see Table 4 -
Transmission Rights Clearing Account Flows of Attachment 1 in OEB Staff Interrogatory 1 for
a historical breakdown. The IESO has implemented mechanisms in its Market Rules to protect
revenue sufficiency in the TRCA account, such as managing the quantity of TRs sold.

TRs support intertie trade with neighboring jurisdictions by providing a mechanism for market
participants to hedge against congestion cost risks at the interties. TRs are necessary for
efficient trade. Analysis and stakeholder consultations confirm that intertie congestion is
volatile and unpredictable, and TRs play a critical role in facilitating intertie trades by providing
a valuable price hedge to traders. As detailed in the IESO’s ETS Rate Submission Attachment
3, intertie trading provides significant benefits to Ontario ratepayers.

The IESO completed a comprehensive TR Market review in 2020/20211 which found that TRs
are necessary for efficient trade at Ontario’s interties. The IESO has no plans to discontinue
TRs.

See response to g) above. Eliminating TR Auctions would result in less participation and
competition in intertie trading, reducing intertie congestion revenues, reduce the operability
benefits of interties and eliminate auction revenues. The IESO has no plans to discontinue TRs
and TR Auctions.
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OEB STAFF INTERROGATORY - 46

Reference:
Submissions on the ETS Rate, Attachment 3, Page 12

Preamble:

The IESO states it expects that any increase in revenue resulting from a higher ETS would be offset by
an equivalent reduction in revenue from the ICP, which in turn will decrease the amount that is
disbursed from the TRCA to Ontario consumers. The ICP and ETS have an offsetting relationship such
that an increase in the ETS will lead to a proportionate decrease in the ICP. This offsetting relationships
means that, assuming the quantity of exports remains constant, the overall value that Ontario
ratepayers derive from exports would remain unchanged even if the ETS rate is increased.

The 2021 Elenchus Report presents three ETS rate options based on different cost allocation
methodologies ($6.54/MWh, $3.66/MWh, and $5.42/MWh respectively). Each ETS rate option
represents a significant increase over the approved 2020 ETS rate of $1.85/MWh.

Interrogatory:
a) Please clarify if the ICP is fully reimbursed to TR holders. What is the percentage of ICP revenue

that is provided to TR holders?

b) If the ICP is fully reimbursed to TR holders, how does a reduction in ICP revenue decrease the
amount of disbursements from the TRCA paid to Ontario consumers?

c) Please confirm that the increase in revenue from a higher ETS would result in a decrease by an
equal amount in the UTR collected from transmission customers.

d) Please provide the number of hours, volume, and revenue amount of ICP collected annually since
2017 at each of the interties with Michigan, Minnesota, and New York when the ICP was equal to
or greater than $4.69/MWh ($6.54/MWh minus $1.85/MWh).

e) Please provide the number of hours, volume, and revenue amount of ICP collected annually since
2017 at each of the interties with Michigan, Minnesota, and New York when the ICP was equal to
or greater than $1.81/MWh ($3.66/MWh minus $1.85/MWh).



o o0

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 46
Page 2 of 2

f)  Please provide the number of hours, volume, and revenue amount of ICP collected annually since
2017 at each of the interties with Michigan, Minnesota, and New York when the ICP was equal to
or greater than $3.53/MWh ($5.42/MWh minus $1.89/MWh).

Response:
Responses from IESO:

a) ICPis not directly reimbursed to TR holders, it is a credit to the TRCA account with TR Auction
revenues. Payments to TR holders are a credit to the TRCA account. Please see Table 4 -
Transmission Rights Clearing Account Flows in Attachment 1 of OEB Staff Interrogatory 1.
Please see the response to OEB Staff Interrogatory 45 c), and the response to OEB Staff
Interrogatory 45 g).

b) Please see a) above. A decrease in the ICP revenue collected should result in a decrease in the
amount disbursed back to Ontario consumers.

Responses from Hydro One:

c) Higher ETS revenue would result in an equivalent decrease in the revenue requirement used
to calculate the UTR.

Responses from IESO:

d) Please see Table 13 — Revenue, Volume and Number of Hours of ICP at each intertie — ICP >=
4.69 in Attachment 1 of OEB Staff Interrogatory 1.

e) Please see Table 14 — Revenue, Volume and Number of Hours of ICP at each intertie — ICP >=
1.81 in Attachment 1 of OEB Staff Interrogatory 1.

f) Please see Table 15 — Revenue, Volume and Number of Hours of ICP at each intertie — ICP >=
3.53 in Attachment 1 of OEB Staff Interrogatory 1.



10
11
12
13
14
15
16
17
18
19
20
21

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 1

Schedule 47
Page 1 of 2

OEB STAFF INTERROGATORY - 47

Reference:
Submissions on the ETS Rate, Attachment 3, Page 13

Preamble:
The IESO states that any increase in the ETS rate will reduce the value of interties, leading to less
system flexibility to reliability manage the grid and higher costs for Ontario consumers.

Interrogatory:
a) Please explain how a decrease in the ETS rate which could increase the transmission rates

that Ontario consumers pay, would not be considered as benefitting customers in
neighbouring jurisdictions at the expense of Ontario consumers.

Response:
Response from IESO:

a) The ETS rate is used to offset the Provincial Transmission Service (PTS) rate. However, a
decrease in ETS would also increase the ICP revenues returned to transmission customers and
increase trade volumes between jurisdictions, which is generally beneficial for both Ontario
and neighboring jurisdictions.
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1 ENERGY PROBE INTERROGATORY - 01

3 Reference:
4 IESO Report: Market Implications of the ETS Rate, Attachment 3

6 Preamble:

7 Exporters contribute to the cost of the Ontario transmission system

8 through two mechanisms. The first mechanism is through the fixed ETS

9 rate, and the second mechanism is through the dynamic ICP mechanism.
10 When considered together, exporters not only contribute approximately
11 5$30-40 million per year towards the transmission system through the ETS
12 rate but have also paid an average of S160 million per year towards the
13 cost of the transmission system from the ICP mechanism.

14

15 Interrogatory:

16 a) Please provide a schedule that shows how much ETS and ICP revenues flowed to Ontario
17 domestic customers from 2015-2020.

18

19 b) Please show how much revenue flowed to Transmission Rights Holders over the same period.
20

21 c) When was the ICP revenue allocation changed and what was/is the basis for this? Please
22 provide details and the change in revenue allocated to domestic customers.

23

24 d) Whyis/is not the current Ontario ETS rate appropriate? Please discuss.

25

26 e) The Elenchus Report suggests three cost-based ETS rates. Which does the IESO believe to be
27 most appropriate (or does IESO prefer the status quo or zero ETS)? Please support your
28 response with market analysis.

29

30 Response:

31 Response from IESO:

32

33 a) Please see Table 4 - Transmission Rights Clearing Account Flows in Attachment 1 of OEB Staff
34 Interrogatory 1. Please also see Table 7 - Annual ETS Collected for the historical ETS collection
35 data.
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b) Please see Table 5 — TRCA Disbursements Between Loads and Exporters in Attachment 1 of
OEB Staff Interrogatory 1.

c) Please see the response to OEB Staff Interrogatory 45 c).

d) Please see the response to OEB Staff Interrogatory 1 b).

e) Asthe market and system operator, and as noted in the IESO’s ETS Rate Submission, the IESO
is of the view that any increase in the ETS will reduce the value of the interties, leading to less
system flexibility and higher costs for Ontario consumers. The IESO expects a high ETS rate to
decrease ICP revenues, and reduce the quantity of exports, adversely impacting operational
and economic benefits. Quantitative analysis on the ETS rate has not been performed since
the 2012 Charles River Associates report.
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ENERGY PROBE INTERROGATORY - 02

Reference:
Elenchus ETS Rate Cost Allocation Report, July 21, 2021, Attachment 1

Preamble:

The May 2014 methodology was based on how the transmission system is
designed and since exports needs are not considered in the planning of the
transmission system, exports would not be allocated a portion of Shared Network
Assets. The methodologies identified in this report account for how exports are
being treated by the IESO. Exports use the transmission system almost as much
as domestic customers use the system, including at peak times, therefore,
exports could be allocated a portion of Shared Network Asset-related costs. If
exports are to be allocated a portion of Shared Network Asset-related costs,
Elenchus is of the view that exports should also then be allocated a portion of
External Transmission Revenues received by HONI.

Interrogatory:

a)

b)

c)

Based on 100% cost causality and the HONI Transmission projected annual exports for 2023
what would be:

i. therevenue generated from Export Transmission Service,

ii. the allocation portion of External Transmission Revenues,

iii. the net benefit to domestic transmission customers$S/MWh and Total,

iv. the net cost to Export Transmission service customers. $/MWh?

Based on 50% cost causality and the HONI Transmission projected annual exports for 2023
what would be:

i. therevenue generated from Export Transmission Service,

ii. the allocation portion of External Transmission Revenues,

iii. the net benefit to domestic transmission customers$/MWh and Total,

iv. the net cost to Export Transmission service customers. S/MWh?

If Exports had been priced under one of the current proposed 3 options, what would have
been the revenue to Hydro One Transmission and domestic customers in each year from
2015-2021 based on actual export volumes? Please provide a schedule showing the revenue
for each year.
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Response:
a) Response from Elenchus:

b)

Forecast revenue generated from the $6.07 ETS rate is $122.6M. This value is derived by
multiplying the ETS rate by forecast 2023 Export MWh volume, which is provided in OEB
Staff Interrogatory 4.

The Export class is allocated $2.1M, or 5.21%, of External Transmission Revenues.

The Net Benefit to Domestic Transmission Customers is the ETS revenue which reduces
the domestic HONI transmission revenue requirement, $122.6M. Domestic customers are
not billed by MWh so Hydro One does not have a forecast of 2023 Domestic MWh
volumes.

The cost to Export transmission customers is $6.07/MWh.

Response from Elenchus:

Forecast revenue generated from the $3.40 ETS rate is $68.7M. This value is derived by
multiplying the ETS rate by forecast 2023 Export MWh volume, which is provided in OEB
Staff Interrogatory 4.

The Export class is allocated $1.1M, or 2.75%, of External Transmission Revenues.

The Net Benefit to Domestic Transmission Customers is the ETS revenue which reduces
the domestic HONI Transmission revenue requirement, $68.7M. Domestic customers are
not billed by MWh so Hydro One does not have a forecast of 2023 Domestic MWh
volumes.

The cost to Export transmission customers is $3.40/MWh.

Response from Hydro One:

Based on actual export volumes in 2015 — 2021, the table below shows the resultant ETS

revenue that would have been achieved under each of the three rates in Table 15 of the 2021

Elenchus Study.
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ETS Revenue (SM)

Actual Export 2021 Report- Allocation | 2021 Report — Allocation 2021 Report — Allocation

Year MWh on Basis of 100% of on Basis of 50% of Shared | on Basis of 80% of Shared
Shared Net Fixed Net Fixed Assets Net Fixed Assets
Assets ($6.54/MWh) (53.66/MWh) ($5.42/MWh)
2015 23,138,052 $151.3 $84.7 $125.4
2016 22,157,981 $144.9 $81.1 $120.1
2017 19,346,599 $126.5 $70.8 $104.9
2018 18,771,464 $122.8 $68.7 $101.7
2019 20,073,511 $131.3 $73.5 $108.8
2020 20,601,892 $134.7 $75.4 $111.7

2021 17,320,341 $113.3 $63.4 $93.9
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ENERGY PROBE INTERROGATORY - 03

Reference:
Joint Submissions, Attachment 3, IESO Submission

Preamble:

Understanding historic and future Export volumes provides qualitative evidence regarding
options under Issue 1.

Interrogatory:
a) Please provide a chart and graphs showing historical domestic and export volumes. Please

refer to Elenchus Table 5 in your answer.
b) Does IESO agree with Hydro One ETS revenue forecast in Table 1?

c) Please provide a chart showing historical and forecast (2021-2027) domestic and export
volumes, assuming the current ETS rate of $1.85.

d) Provide a projection of surplus baseload generation 2021-2025. Please provide one or more
scenarios. Distinguish nuclear, hydro and gas fired generation. List all assumptions.

e) Please provide an update to Elenchus Table 6 Export Curtailment hours

f) Discuss in relative order of importance, the factors other than the ETS rate, which affect the
future amount of Exports.

g) If the ETS rate was zero, discuss directionally how this would impact the forecast volume of
exports. If possible, prove qualitative estimates, such as 50% more.

Response:
Response from IESO:

a) Please see Table 1 — Ontario Export Volumes by Jurisdiction in Attachment 1 of OEB Staff
Interrogatory 1.

b) The IESO cannot locate the referenced material. In any case, the IESO does not forecast ETS
rate revenue and therefore cannot comment on Hydro One's data.
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c)

d)

e)

f)

g)

For historical data on export volumes, please see the response to a) above. Annual imports
and exports by jurisdiction are available on IESO's public webpage at the following location:
https://www.ieso.ca/en/Power-Data/Supply-Overview/Imports-and-Exports. The IESO does

not predict future market and system conditions and therefore cannot forecast domestic and
export volumes.

Surplus baseload generation (SBG) arises when the sum of projected baseload generation is
greater than the grid demand at any given hour. SBG is forecasted in the 2021 Annual
Planning Outlook for the period 2023 and beyond. Of the total SBG, about 30% is contributed
to wind, 50% to hydro, and the remainder is exports.

Please see Table 3 — Curtailed Exports in Attachment 1 of OEB Staff Interrogatory 1. In 2020,
the IESO curtailed exports in 1510 out of 8784 hours (17%); in 2021, the IESO curtailed exports
in 2126 out of 8760 hours (24%).

Electricity trading over the interties in Ontario is a competitive marketplace driven by profit-
seeking traders transacting based on the expected electricity price differences between
jurisdictions. Therefore, the future amount of exports can be influenced by fundamental
drivers such as supply mix characteristics, weather, demand patterns as well as transaction
costs such as the ETS and uplift charges. Since intertie trading occurs at an hourly granularity
and the factors are dynamically changing, it is not possible to identify an order of importance
for any one hour.

The IESO believes that if the ETS rate was zero, the volume of exports would increase. While
guantitative estimates are not available, reducing transaction costs such as the ETS rate would
increase export volumes during times when the transaction costs would otherwise limit
economic exports.


https://can01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ieso.ca%2Fen%2FPower-Data%2FSupply-Overview%2FImports-and-Exports&data=05%7C01%7CRegulatoryAffairs%40hydroone.com%7C3ac8ba3b0bc54e0b3c5208da350881e4%7Cc0f38700d7f74200ae377eebf475cdc1%7C0%7C0%7C637880607898152294%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=3y64QaKZlAkgIGlIQ2b7xkP6GWl%2BT1wLZzktyPkA3FU%3D&reserved=0
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ENERGY PROBE INTERROGATORY - 04

Reference:
Submissions on the ETS Rate, Attachment 3, IESO Submission, Pages 11-14

Preamble:

Understanding the IESQO’s position regarding options under Issue 1.

Interrogatory:
a) Please comment on how the following factors are important to setting the ETS Rate at zero.

Please provide analyses to support the IESOs position.

Reduction in export volumes due to a potential ETS increase

Reduced exports would limit IESO operability options (i.e., require more curtailment of
generation to manage Surplus Baseload Generation)

Estimated a 1:1 offset of increased revenue of ETS with decreases in ICP funding of TRCA
payments to domestic load

Increased cost of generation curtailment would further limit benefits of increased ETS
revenue

b) What is IESO’s position on parity and reciprocation with interconnected jurisdictions as this

relates to the ETS tariff? Please discuss.

Response:
Response from IESO:

a) Please refer to section 3 page 7 of the IESO's ETS Rate Submission, Attachment 3 for an

explanation of the benefits from intertie trading.

b) The IESO does not set the ETS rate and does not have a position on the role of parity and

reciprocation with interconnected jurisdictions. As stated in the IESO’s Rate Submission, the

IESO’s view is that consideration should be given to maximizing the operational and economic

benefits provided by exports by minimizing transaction costs when setting the ETS rate.
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ENERGY PROBE INTERROGATORY - 05

Reference:

Submissions on the ETS Rate, Attachment 3, IESO Submission, Various Pages

Preamble:

The Intertie Congestion Price is set during the hour ahead pre-dispatch run and is defined as:

ICP = Intertie Zone Hour Ahead Price — Hour Ahead Ontario Zone Price (Real Time) Intertie

Price = Ontario Market Clearing Price + ICP
ICPx#TRC = TRC Payment to Rights Holder

Interrogatory:

a)

b)

c)

d)

Please confirm/modify EP’s understanding of how ICP, clearing price and TRCs work.

Please indicate how these components of export transactions work and provide quantitative
examples(s) for a range of pre-dispatch scenarios.

If exports are on average constrained 20% due to congestion, how does this affect the rate
for Export Transmission Service? Please discuss. Please reference the Elenchus Report in the
answer.

What is the link between ETS and ICP? Please show one or more quantitative examples based
on different ETS rates for one or two pre-dispatch scenarios.

Response:
Response from IESO:

a)

The ICP is determined in the one hour ahead timeframe as: Intertie Zonal Price = Intertie
Congestion Price + Ontario Market Price. The actual price paid at the intertie by exporters is
the ICP determined in the hour ahead timeframe + the real-time Ontario market clearing
price. The payment to a TR holder is based on the MW quantity of TR times the ICP for the
hour.
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b)

c)

d)

Precise references to how these are calculated can be found in the IESO Charge Types and
Equations document available here: https://www.ieso.ca/-/media/Files/IESO/Document-

Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-

and-equations.ashx

For a detailed overview of intertie trading with examples, please see the IESO training
document ‘"Interjurisdictional Energy Trading" available at: https://www.ieso.ca/-

/media/Files/IESO/Document-Library/training/WB-Interjurisdictional-Energy-Trading.ashx

The ETS rate is charged as a fixed per MWh for transactions scheduled and does not change
when there is intertie congestion.

The ETS is a fixed hourly S/MWh charge applied to all export transactions. The ICP is a dynamic
hourly charge based on willingness to pay when there is greater exporter demand than
capability for intertie access. Please see the response to OEB Staff Interrogatory 36 a) on the
relationship between the two. In Section 4 of the IESO's ETS Rate Submission, Attachment 3
the IESO discussed the impact of the ETS rate in two scenarios —a wide price spread between
markets scenario and a tight price spread between markets scenario.


https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/training/WB-Interjurisdictional-Energy-Trading.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/training/WB-Interjurisdictional-Energy-Trading.ashx
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ENERGY PROBE INTERROGATORY - 06

Reference:
Submissions on the ETS Rate, Attachment 3, IESO Submission, Page 8

Preamble:
The following Table shows historical Value from Exports

Table 1: Value from Exports 2017-2020

SN 7T 08 2019 nIn
Congestion Rents Collected from Exports 208 191 134 9%
Export Transmission Service Tariff (ETS) 35 14 a7 38
Uplift collected from Exports 43 52 48 38
Avoided System Costs™? 180 240 150 153
Total Walue from Exports 466 B17 404 337

Sovrper internad TESQ snaiysis

Interrogatory:

a)

b)

c)

d)

e)

f)

g)

Please provide 2021 data.

Please confirm Congestion Rents include revenues from TRCA and that Intertie Congestion
Pricing revenues in the TRCA are allocated to entities besides domestic load customers. Please
indicate amounts allocated to each.

Please provide the underlying equations/calculations that result in each of the above revenue
streams.

Please provide a model and populate the equations with actual data for each year.

Please provide the results in Excel format.

III

Assuming that ETS is a “plug/residual” please provide the total value from exports without

ETSi.e., ETS=Zero

Do exporters receive the added value or is it distributed to all market participants in lower
UTS rates? Please discuss.
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Response:
Response from IESO:

a)

b)

d)

f)

8)

Please see Table 10 — Value from Exports 2021 in Attachment 1 of OEB Staff Interrogatory 1.

Disbursements from the Transmission Rights Clearing Account, which includes congestion
rent revenues are disbursed to Ontario loads and exporters based on their proportionate
contribution to transmission service charges. Please see Table 5 — TRCA Disbursements
Between Loads and Exporters in Attachment 1 of OEB Staff Interrogatory 1.

Please refer to Section 3 pages 8-9 of the IESO’s Evidence - Market Implications of the Export
Transmission Service Rate - July 2021 for an understanding of the analysis used for the
conclusions drawn in Table 1.

The IESO does not have a model for the underlying data in Table 1 and is not in a position to
create one.

Please see the response to Energy Probe Interrogatory 6 d).

Due to the complex nature of the Ontario electricity market and as well as uncertainties in
key variables such as the price elasticity of intertie trade to changes in ETS and the impact of
altered intertie flows on the locational marginal prices in adjacent jurisdictions, the IESO
cannot complete the analysis requested with sufficient precision to respond quantitatively to
this request at this time.

Ontario consumers are the primary recipients of the value streams through reduced costs -
both directly from the various costs exporters pay and from avoided costs due to reduced
curtailments and more efficient operation of the grid. Exporters benefit from the opportunity
to trade energy over the interties.
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ENERGY PROBE INTERROGATORY - 07

Reference:
Submissions on the ETS rate, Attachment 1, Elenchus Report

Preamble:
In order to understand the Elenchus Cost-Based approach to the ETS the Model and underlying
data and assumptions are required in detail.

Interrogatory:
a) Please provide a workbook for the Elenchus Cost Allocation Model in Excel Format:

e List of Input data -update for 2020 and 2021 actuals
e Tabs corresponding to the runs for the 3 options proposed by Elenchus. (100%, 50% and
80% cost allocation).

b) Please provide explanatory notes.

c) Did Elenchus conduct any sensitivity analysis to its input assumptions. If so, please provide
this/these scenario(s).

Response:
Response from Elenchus:

a) Please see Attachments 2, 3, and 4 of VECC Interrogatory 24.4 for 2020 models. A workbook
corresponding to the 2021 models for the 3 options is provided as Attachment 1 to this
interrogatory response.

b) The structure of the HONI ETS model is based on the OEB'’s cost allocation model for electricity
distributors. Within each version of the model, Hydro One Transmission financial data is
entered in tab ‘I3 TB Data’, CP and other load data is included in tab ‘I8 Demand Data’,
allocators are derived in ‘E2 Allocators’, and the results are provided in ‘O1 Revenue to
cost|RR’.
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c) All data used in the cost allocation models are from Hydro One’s 2023 revenue requirement
and the IESO’s load data. The range of adjusted 12CP allocators considered are provided in
the three models attached to VECC Interrogatory 24.4. Elenchus also considered MWh or
adjusted-MWh as an allocator for shared net fixed assets. Attachment 2 to this interrogatory
response provides a version of the model with MWh as an allocator, with a drop-down list on
tab ‘O1 Revenue to cost|RR’ to select an adjusted-MWh allocator.
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1 SUMMARY OF 2021 COST ALLOCATION MODELS

2

3 This exhibit has been filed separately in MS Excel format.
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1 ETS CAM MWH 2020 (2023 RR) - COST ALLOCATION MODELS

2

3 This exhibit has been filed separately in MS Excel format.
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ENERGY PROBE INTERROGATORY - 08

Reference:
Submissions on the ETS Rate, Attachment 1
Elenchus ETS Rate Cost Allocation Report, July 21, 2021, Tables 8 -12

Preamble:
These requests are directed to both Elenchus and the IESO (as source of data)

Interrogatory:
a) Please provide a table showing historic and expected future intertie capacity for Ontario up

to 2027.

b) Please update relevant Elenchus tables for the historic 1CP and 12CP actuals for 2020 and
2021 actuals.

c) Please update Tables 11, 12 for actuals.

d) Please recalculate the Elenchus ETS results if the updated inputs have affected the results by
more than 5%.

Response:
Response from IESO:

a) The IESO regularly publishes Transmission Facility All in Service Limit Reports online, recent
historical reports can be found at the following location:
http://reports.ieso.ca/public/TxLimitsAllinServiceOto34Days/ . The IESO does not
predict future market and system conditions and therefore the forward-looking intertie

capacity cannot be determined.


http://reports.ieso.ca/public/TxLimitsAllInService0to34Days/
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Responses from Elenchus:

b) Updated Tables 8, 9, and 10 are provided below with actual 2021 data. The tables included in

the Elenchus report reflect actual 2020 data.

Table 8 - Intertie Coincident peak 2019 to 2021

2018 2019 2020
Export Import Total Export Import Total Export Import Total
1CP 3,556 1,589 5,145 3,485 2,159 5,644 3,162 2,084 5,246
12CP 35,779 18,806 54,585 | 39,117 15,430 54,547 | 32,715 22,326 55,041
2019 to 2021 Average
Export Import Total
1cp 3,401 1,944 5,345
12CP 35,870 18,854 54,724
Table 9 - Intertie Coincident peak %
2021 Data Average 2019 — 2021 Data
Coincident
Export Import Total Export Import Total
Peak
icp 60.27 39.73 100.00 63.63 36.37 100.00
12CP 59.44 40.56 100.00 65.55 34.45 100.00
10
11 Table 10 - Transmission System Coincident peak 2019 to 2021
2019 2020 2021
Export | Domestic Total Export Domestic Total Export | Domestic Total
1CP 2,822 21,791 24,613 2,583 23,675 26,258 2,076 22,592 24,668
12CP 28,696 236,380 265,076 28,428 237,606 266,034 27,682 234,741 262,423
12
2019 to 2021 Average
Export | Domestic Total
1Ccp 2,494 22,686 25,180
12CP 28,269 236,242 @ 264,511
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1 ¢) Updated Tables 11 and 12 are provided below.
2
3 Table 11 - Coincident Peak %
2021 Data Average 2019 — 2021 Data
Cm:cu:'l(ent Export Domestic Total Export Domestic Total
ea
lcp 8.42 91.58 100.00 9.90 90.10 100.00
12 cp 10.55 89.45 100.00 10.69 89.31 100.00
4
5 Table 12 - Allocators using 2021 Actual Hourly Data
Allocator Basis Export Domestic Total
Shared Net Fixed Assets Transmission System 12CP 10.55% 89.45% 100.00%
Dedicated to Domestic Direct Allocation 0.00% 100.00% 100.00%
Dedicated to Interconnect Intertie 12CP 59.44% 40.56% 100.00%
6
7 d) Recalculated ETS results are provided in the following table.
8
Allocator for Shared Network Asset-related costs ETS Rate
Methodology
Domestic Share Export Share ($/Mwh)
Allocation on Basis of 100% of .
) Domestic 12CP Export 12CP $7.01
Shared Net Fixed Assets
Allocation on Basis of 50% of .
. Domestic 12CP Export 12CP * 50% $3.89
Shared Net Fixed Assets
Allocation on Basis of 80% of .
Domestic 12CP Export 12CP * 80% $5.80

Shared Net Fixed Assets
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ENERGY PROBE INTERROGATORY - 09

Reference:
Submissions on the ETS Rate, Attachment 2
Charles River Associates Jurisdictional Review, Appendix A-Expanded Summary of 2020 ETS rates

Interrogatory:

a)

b)

c)

d)

Please update the ISO/RTO ETS Rate data for 2020 and 2021 for all Ontario-interconnected
jurisdictions, Provide in tabular form.

Please clarify why TransEnergie is listed on the same basis as ISOs (it is a Transmission
company/exporter not an I1SO).

Please provide a schedule that shows the $/MWDay and $/MWh ranges for Firm and Non-
firm On-peak and Off-peak ETS for the 6 US ISOs and for the Canadian ISOs
(Alberta and Ontario) and TransEnergie (Quebec).

What ETS rates are charged in British Columbia?

Does CRA have a recommendation for an Ontario ETS rate? If so, please provide this, with
whatever caveats that may apply.

Response:
Response from Charles River Associates:

a)

b)

While the request is to update the relevant data for 2020 and 2021, CRA notes that the data
presented in the report is already for 2020. Regarding 2021, CRA is not able to provide the
requested updates with reasonable effort. Preparing updates for 2021 for all Ontario-
interconnected jurisdictions would require a significant amount of research effort. Even with
an extraordinary level of effort, and in the context of responding to other interrogatories, CRA
does not expect it would be able to provide the requested information within the time frame
of this interrogatory process. CRA does not expect that the passage of one year’s time will
significantly affect the current rate levels for the ETS rates presented in its jurisdictional
review such that any meaningful differences from 2020 levels would emerge.

TransEnergie was selected due to its proximity to the Ontario market.
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c) Please refer to Table 1 — Summary of 2020 Rates for Export Transmission Service (CAD) for
the requested rates (ETS Rate Submissions, Attachment 2, page 7 of 24).

d) Please see the below tables outlining ETS rates for the two transmission operators in British
Columbia (BC Hydro and FortisBC)* 2. The BC Hydro rates are effective as of 1 April 2022, and

the FortisBC rates are effective as of 1 January 2022.

2022 ETS rates for BC Hydro (CAD)?

Monthl Weekl Daily On- | Daily Off- | Hourl
?:::;:el Servicey Servic: Peal‘(f PealZ' On-Peyak E::I:I‘(’:haor;fe- .
$/MW-year $S/MW- $/MW- Service Service Charge $/MW Schedule/Service Name
{Max) month week $/MW-day | $/MW-day | $/MW (Max)
(Max) (Max) (Max) (Max) (Max)
Schedule 01 — Point-To-
Firm 83,461.00 6,955.00 1,605.01 228.66 9.53 Point Transmission
Service
Schedule 01 — Point-To-
6,955.00 1,605.01 228.66 9.53 Point Transmission
Service

2022 ETS rates for FortisBC (CAD) (West Kootenay and Okanagan Areas)*

Monthly " Daily Off- | Hourly On-
2:;?:: Service ‘Snéi:i't(:ley [P):;IIZ On | peak Peak Hourly Off-
$/kW- 3 Service Charge Peak Charge Schedule/Service Name
$/kw- $/kW- Service
month $/kW-day $/kW $/kW (Max)
year (Max) week $/kW-day (Max) (Max)
(Max) (Max)

Rate Schedule 101 -
Long-Term And Short-

Firm 4.5700 1.0570 0.1507 0.0064 Term Firm Point-To-
Point Transmission
Service (Txm)
Rate Schedule 102 —
Non- 4.5700 1.0570 0.1507 0.0064 Non-Firm Point-To-
Firm Point Transmission

Service (Txm)

1 BC Hydro ETS rates are zero for transmission where the point of delivery is a point of interconnection
between BC Hydro’s transmission system and the transmission system of FortisBC.

2 FortisBC ETS rates are zero for transmission where the point of delivery is a point of interconnection
between FortisBC's transmission system and the transmission system of BC Hydro, provided that the power
is to be delivered to a load within or beyond the BC Hydro service area; zero rate is not available for delivery
of power to BC Hydro system where there is no equivalent point-to-point transmission reservations on the
BC Hydro system.

3 Minimum price for discounted paths is $3.00 per mW of reserved capacity per hour in Heavy Load Hour
period (06:00-22:00, Monday - Saturday, excluding NERC holidays) and $1/MW of Reserved Capacity per
hour for the Light Load Hour period (remaining hours and days).

4 Minimum price $2.00/mW per hour for Rate Schedule 101 and 102.
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e) No. CRA believes that the OEB is the best positioned to make a recommendation for an
Ontario ETS rate.
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ENERGY PROBE INTERROGATORY - 10

Reference:
Submissions on the ETS Rate, Attachment 2, Charles River Associates Jurisdictional Review,
Appendix A-Expanded Summary of 2020 ETS rates

Interrogatory:
a) Please provide bar charts showing:

i. Network Rates S/MWh for each Province. For Alberta use the nearest Proxy.
ii. PTP rates.

b) Please provide the Range for Network Rates and the average.

c) Please comment on Ontario’s Position in the Provincial Cohort

Response:
Response from Hydro One:

Hydro One notes that this question was posed in EB-2021-0110. Please see Exhibit I-08-H-Energy
Probe-078 in that proceeding for Hydro One’s response to this question. Hydro One notes that
this question is in relation to Network rates which are not within the scope of this proceeding.
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POLLUTION PROBE - 01

Reference:
ETS Rate Submissions, Page 13

For these reasons, the IESO maintains the view that reducing the ETS rate to zero
would best encourage the efficient use of electricity and promote economic
efficiency in the Ontario market....... Therefore, the IESO recommends the rate be
set at zero or no higher than the current $1.85/MWh to maximize efficient use of
electricity and promote economic efficiency in the Ontario market.

ETS Rate Submissions, Attachment 3, Page 9

From an economic standpoint, exports of energy from Ontario have contributed
between $330-520 million of value annually12 to Ontario between 2017 and 2020
as shown on Table 1. Intertie trading reduces total costs for Ontario consumers
by generating revenues, contributing to fixed system costs and avoiding
incremental system costs.

Interrogatory:
a) Isthe IESO permitted to use a dynamic or a market-based approach to the ETS? If this is not

permitted, please explain why not?

b) Does the IESO believe a dynamic or market-based ETS will generate a higher level of net
economic benefits to Ontario ratepayers than the current fixed rate of $1.85/MWh or even a
zero ETS rate?

That is charge a higher rate during periods of high electricity pricing differentials between
Ontario and neighbouring jurisdictions and a lower or zero ETS rate during periods of low
pricing differentials - resulting in both higher export volumes and net economic benefits to
Ontario ratepayers.

c) Canincreasing the net economic benefits to Ontario ratepayers as outlined in b) be achieved
by simply eliminating the ETS or setting it to zero and allowing the ICP to maximize revenues

using its dynamic pricing? What are the pros and cons of eliminating the ETS?

d) What are the pros and cons of setting the ETS rate to zero versus eliminating it?
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Response:
Response from IESO:

a) The IESO does not set the ETS rate. Please see the response to OEB Staff Interrogatory 1 b).
b) The IESO cannot comment on the directional benefits of a dynamic or market-based ETS rate
since it is inconsistent with the existing rate-setting approach and there is too much

uncertainty on how it would interact with the IESO's existing market-based ICP mechanism.

c) Please see the response to OEB Staff Interrogatory 34 for a discussion of the advantages of
relying on ICP in lieu of an ETS rate to charge for export service.

d) From the IESO's perspective, setting the ETS to SO or eliminating it would result in the same
operability outcomes.
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POLLUTION PROBE - 02

Reference:
ETS Rate Submissions, Page 13

For these reasons, the IESO maintains the view that reducing the ETS rate to zero
would best encourage the efficient use of electricity and promote economic
efficiency in the Ontario market....... Therefore, the IESO recommends the rate be
set at zero or no higher than the current $1.85/MWh to maximize efficient use of
electricity and promote economic efficiency in the Ontario market.

Submissions on the ETS Rate, Attachment 3, Pages 9-10

Uplift: Exporters also contribute approximately $40-50 million per year17 in uplift
charges for system reliability provided through Ancillary Services and Operating
Reserve. The export contribution reduces the cost that has to be recovered from
domestic consumers for these services.

Interrogatory:
a) Canthe same argument the IESO makes to justify reducing the ETS rate to zero be applied to

uplift charges as well? If not, please explain.
b) Are uplift charges based on a fixed rate or competitive market-based approach?

c) If uplift charges are a fixed rate, how is this rate determined? Is it updated annually or some
other time interval?

d) What organization is responsible for determining the methodology and rate for uplift
charges?

e) Please provide the back-up calculations for the uplift charges provided in
Table 1.

Response:
Response from IESO:

a) The IESO does not view this question as relevant to setting the ETS rate.
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b) Uplift charges are based on actual costs incurred during over an applicable time
period.

c) Please see the response to OEB Staff Interrogatory 40 b).

d) The IESO is responsible for determining the methodology and calculating uplift
charges.

e) See "IESO Charge Types and Equations" for the mathematical description on the
calculation of uplifts and other charges:
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-
Manuals-Library/market-manuals/settlements/imo-charge-types-and-

equations.ashx



https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx 
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx 
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx 
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POLLUTION PROBE - 03

Reference:
ETS Rate Submissions, Page 13

For these reasons, the IESO maintains the view that reducing the ETS rate to zero
would best encourage the efficient use of electricity and promote economic
efficiency in the Ontario market....... Therefore, the IESO recommends the rate be
set at zero or no higher than the current $1.85/MWh to maximize efficient use of
electricity and promote economic efficiency in the Ontario market.

Submissions on the ETS Rate, Attachment 1, Page 22

Table 5 outlines the annual export volumes in MWh per year, which range from
~13 million MWh to ~23 MWh.

Interrogatory:
a) Assuming no economic barriers to exporting electricity, what is the approximate absolute

technical potential of export volumes in GWh per year? Please provide key assumptions and
back-up calculations.

b) If a dynamic or market-based approach was applied to the ETS, what is the approximate
realistically achievable total export volumes in GWh per year? What is the total estimated
net economic benefits of this export volume? Please provide key assumptions and back-up
calculations.

c) If a dynamic or market-based approach was applied to both the ETS and uplift charges, what
is the approximate realistically achievable total export volumes in GWh per year? What is the
total estimated net economic benefits of this export volume? Please provide key assumptions
and back-up calculations.

Response:
Response from IESO:

a) The IESO does not forecast based on market conditions and therefore does not have
this information.
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b) The IESO does not forecast based on market conditions and therefore does not have
this information.

C) The IESO does not forecast based on market conditions and therefore does not have
this information.
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POLLUTION PROBE - 04

Reference:
ETS Rate Submissions, Page 13

“For these reasons, the IESO maintains the view that reducing the
ETS rate to zero would best encourage the efficient use of
electricity and promote economic efficiency in the Ontario
market.”

Interrogatory:
a) If reducing the ETS rate from $1.85/MWh to zero “would best encourage the efficient use of

electricity and promote economic efficiency...” does it follow that a dynamic or market-based
ETS rate with the option to offer an incentive (negative ETS rate) in order to export electricity
that provide net economic benefits to Ontario ratepayers?

That is during periods of low electricity pricing differentials, drive higher export volumes that
would otherwise not transact due to the ETS rate - even if priced at zero.

b) Is the IESO permitted to offer a dynamic or market-based export rate with the option of an
incentive or negative ETS rate? If not, please explain why not.

c) Please explain the pros and cons of a dynamic or market-based ETS rate with the option to
offer an incentive or negative ETS rate?

Response:
Response from IESO:

a) The ICP already offers a dynamic market mechanism for exports that provides
economic benefits to Ontario ratepayers. The IESO sees no benefit in turning the ETS
into a parallel mechanism to the ICP.

b) The OEB sets the ETS rate not the IESO.

c) Please see the response to a) above.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 3

Schedule 4

Page 2 of 2

This page has been left blank intentionally.



o o0

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 3

Schedule 5

Page 1 of 2

POLLUTION PROBE - 05

Reference:
ETS Rate Submissions, Page 3

“Hydro One retained R. J. Rudden to perform a “Jurisdictional
Survey of Export and Wheel-through Service Rates”. The report
regarding the survey was issued on June 26, 2006 and was filed
by Hydro One for consideration in proceeding EB-2006-0501.”

Submissions on the ETS Rate, Attachment 1, Page 22

Table 5 outlines the annual export volumes in MWh per year, which range from
~13 million MWh to ~23 MWh.

Interrogatory:
a) Whatarethe charges per MWh for wheel-through services? Is it fixed or competitively priced?

b) Please provide the annual wheel-through volumes in GWh for 2017 — 2020.
c¢) What are the annual revenues (in millions) from wheel-through charges for 2017 -2020?

d) What are the estimated annual reductions in volume of exports for 2017 - 2020 due to wheel-
through services?

e) What are the estimated lost opportunities in avoid system costs as a result of lower export
volumes due to wheel-through services?

Response:
Response from IESO:

a) Please see the response to OEB Staff Interrogatory 1 g). Additionally, the export leg of
a wheel-through will pay the same rates as any other export, including energy costs,
uplifts, and ICP if applicable. The import leg of a wheel-through will also pay ICP if
applicable.
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b) Please see Table 2 — Ontario Export Volumes Considering Wheel-Throughs in
Attachment 1 of OEB Staff Interrogatory 1.

c) The IESO is unclear on what is meant by “revenue” in this question. In any event, the
requested analysis would be onerous to produce, and it is unclear the value it would
provide in determining the issues in this proceeding.

d) The requested analysis would be onerous to produce, and it is unclear the value it
would provide in determining the issues in this proceeding.

e) The requested analysis would be onerous to produce, and it is unclear the value it

would provide in determining the issues in this proceeding.
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POLLUTION PROBE - 06

Reference:
Submissions on the ETS Rate, Attachment 3, Page 7

“Historically, Ontario has been a net exporter of electricity,
primarily to the U.S. jurisdictions, and a net importer from
Quebec.”

Submissions on the ETS Rate, Attachment 3, Page 9

From an economic standpoint, exports of energy from Ontario have contributed
between $330-520 million of value annually12 to Ontario between 2017 and 2020
as shown on Table 1. Intertie trading reduces total costs for Ontario consumers
by generating revenues, contributing to fixed system costs and avoiding
incremental system costs.

Note 13 - Based on avoided nuclear and renewable resource curtailment, equal to 14TWh,
12TWh, 13TWh and 14TWh for 2017-20 respectively.

Interrogatory:
a) Based on note 13, are all exports only from nuclear and renewable energy resources such as

hydroelectric, solar or wind that produce zero carbon emissions? If not, please explain.

b) Are there any system cost savings from avoiding the curtailment of non-renewable resources
or other sources not outlined in note 13 above?

c) Please provide the back-up calculations for the “Avoided System Costs” provided in Table 1.

d) Do exports increase or decrease the utilization of distributed energy resources (DER)? Please
explain your answer. Is the impact material?

e) Arethere net economic benefits to Ontario ratepayers to increase the utilization of DER/CDM
initiatives like demand response and energy efficiency to make room for additional exports?
That is incremental benefits over and above those realized from the DER/CDM initiatives
alone. Please explain your answer.
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Response:
Response from IESO:

a) Ontario has a diverse supply mix of mostly non-emitting resources in its generation fleet.
When scheduling exports, the IESO uses an optimization tool based on security-constrained

economic dispatch, which selects resources on the basis of least cost.

b) Yes. There could be costs associated with curtailing non-renewable resources such as nuclear
and natural gas. However, the risks and the costs of such events have not been assessed.

c) Please see the response to SEC Interrogatory 3 a).
d) This question is outside the scope of this proceeding.

e) This question is outside the scope of this proceeding.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 3

Schedule 7

Page 1 of 2

1 POLLUTION PROBE - 07

3 Reference:
4 Submissions on the ETS Rate, Attachment 3, Page 7

6 “Historically, Ontario has been a net exporter of electricity,
7 primarily to the U.S. jurisdictions, and a net importer from
8 Quebec.”

9

10 Submissions on the ETS Rate, Attachment 3, Page 9
11

12 “note 13 - Based on avoided nuclear and renewable resource
13 curtailment, equal to 14TWh, 12TWh, 13TWh and 14TWh for
14 2017-20 respectively.”

15

16 Interrogatory:
17 a) Please provide annual estimates for increased annual production of renewable energy

18 sources like hydroelectric, solar and wind for 2017 - 2020 in GWh due to avoided curtailments.
19 Please provide a breakdown for each.
20

21 b) Does the IESO or Ontario generators sell renewable energy credits or low carbon financial

22 instruments to U.S buyers given Ontario’s lower carbon intensity generation versus U.S.
23 jurisdictions?
24

25 c¢) If the answer to b) is no, is there an opportunity to do so and provide additional economic
26 benefits to Ontario ratepayers? If not, please explain why not?

27

28 d) Please provide an estimate of the value of renewable energy credits or low-carbon financial
29 instruments from exports in 2020 and 2021. Please provide key assumptions and back-up
30 calculations.

31

32 Response:

33 Response from IESO:

34

35 a) The requested analysis would be onerous to produce, and it is unclear the value it
36 would provide in determining the issues in this proceeding.
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b) This question is outside the scope of this proceeding.

c) This question is outside the scope of this proceeding.

d) This question is outside the scope of this proceeding.
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POLLUTION PROBE - 08

Reference:
Submissions on the ETS Rate, Attachment 3, Page 9

Table 1 Value from Exports 2017-2020 indicates that “Avoided System Costs”**range from $153M
to S240M per year.

“note 13 - Based on avoided nuclear and renewable resource
curtailment, equal to 14TWh, 12TWh, 13TWh and 14TWh for
2017-20 respectively.”

A recent study by the IESO entitled “Decarbonization and Ontario’s Electricity System” highlighted
that the average carbon intensity of Ontario’s electricity grid is materially lower than
neighbouring U.S. jurisdictions®. This suggests that increased exports reduce regional GHG
emissions due to a lower marginal carbon intensity of exports versus generation in U.S.
jurisdictions.

Interrogatory:
a) Please provide an estimate of the annual regional reduction in CO2e emissions for 2017- 2020

from Ontario exports using estimated marginal carbon intensity differences. If marginal
intensities are not available, please use averages. Please provide key assumptions and back-
up calculations.

b) Please provide an estimate of the annual change in CO2e emissions in Ontario for 2017 - 2020
as a result of exports during these years.

Response:
Response from IESO:

a) This question is outside the scope of this proceeding.

b) This question is outside the scope of this proceeding.

L https://www.ieso.ca/-/media/Files/IESO/Document-Library/gas-phase-out/Decarbonization-and-Ontarios-

Electricity-System.ashx, page 5



https://www.ieso.ca/-/media/Files/IESO/Document-Library/gas-phase-out/Decarbonization-and-Ontarios-Electricity-System.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/gas-phase-out/Decarbonization-and-Ontarios-Electricity-System.ashx
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POLLUTION PROBE - 09

Reference:
Submissions on the ETS Rate, Attachment 3, Page 10

“An important feature of the ICP is that it is dynamic and
automatically adjusts with the value of the intertie capacity,
which itself is dependent upon hourly market conditions.”

Interrogatory:

a) Is dynamic pricing of the ICP another term for either a market-based or settlement-based
approach? That is, they are understood to pursue the same objective of maximizing revenues
utilizing a competitive market pricing system.

Response:
Response from IESO:

a) The ICP mechanism is a feature of the IESO-administered wholesale electricity market that
ensures that the value of intertie capacity is maximized for the benefit of Ontario ratepayers.
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POLLUTION PROBE - 10

Reference:
Submissions on the ETS Rate, Attachment 3, Page 10

ETS: Exporters contribute to the costs of maintaining a reliable transmission
system by paying ETS and Uplift. The IESO typically collects between $30 and 40
million per yearl6through ETS which is charged each time an exporter flows
electricity out of Ontario. ETS revenues collected are used to reduce transmission
costs paid by domestic consumers.

Uplift: Exporters also contribute approximately $40-50 million per year17 in uplift
charges for system reliability provided through Ancillary Services and Operating
Reserve. The export contribution reduces the cost that has to be recovered from
domestic consumers for these services.

ETS Rate Submissions, Attachment 3, Page 16

Exporters contribute to the cost of the Ontario transmission system through two
mechanisms. The first mechanism is through the fixed ETS rate and the second
mechanism is through the dynamic ICP mechanism.

Interrogatory:
a) Are uplift charges fundamentally different than the ICP and ETS? If so, please explain how.

b) Please explain the rationale for 3 different charges to exports (ICP, ETS and Uplift) for what
on the surface appears to pursue a similar objective to generate revenues from exports?

c) Ifthe OEB determines that a dynamic or market-based approach should be applied to the ETS,
ICP and Uplift charges, can all 3 be consolidated into one charge? What are some of the pros
and cons of one consolidated dynamic or market-based charge for all 3?

d) If the OEB determines that a fixed charge should be applied to the ETS and uplift charges,
should the ETS and uplift charges be consolidated? What are some of the pros and cons of
consolidating these two charges?
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Response:
Response from IESO:

a)

b)

d)

Please see the response to OEB Staff Interrogatory 34 g) to understand the differences
between uplifts and ICP, and response to OEB Staff Interrogatory 1 b) to understand
the ETS charge.

Each of the three charges have different objectives. Please see the response to OEB
Staff Interrogatory 34 g) to understand the differences between uplifts and ICP, and
response to OEB Staff Interrogatory 1 b) to understand the ETS charge.

The IESO does not believe it is feasible or necessarily desirable to consolidate the
three charges into one charge because they are established under different regimes,
are set at different timeframes and serve different objectives. For example, uplift
charges are out-of-market costs incurred to operate the power system reliably. A
market-based approach to setting uplift costs would not work since many uplifts (such
as Ancillary Services) must be incurred by the system irrespective of its cost.

The IESO also notes that consolidating charges would result in less transparency on
costs compared to today, leaving exporters with less information on how to manage
those costs.

The OEB does not set the bulk of uplift charges and does not have jurisdiction to
consolidate the ETS and uplift charges.
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POLLUTION PROBE - 11

Reference:
ETS Rate Submissions, Attachment 3, Page 13

“When exports do not flow, no ICP, ETS or Uplift revenues are
collected to defray domestic consumer system costs.”

Interrogatory:
a) Please provide an estimate of the annual volumes of exports in GWh that did not flow for

2017-2020 in GWh due to the current export rate of $1.85/MWh.

b} Please provide an estimate of the annual average system costs for 2017-2020 that were not
avoided because exports did not transact due to the ETS fixed rate of $1.85/MWh.

Response:
Response from IESO:

a) The requested analysis would be onerous to produce and it is unclear the value it
would provide in determining the issues in this proceeding.

b) The IESO is not in a position to perform this analysis due to the complexities and
interconnected nature of the market.
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LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 01

Reference:
ETS Rate Submission, Page 13

Interrogatory:
The evidence states that based on a prior analysis, increasing the ETS rate from SO to $5.80/MWh
would cause a 50% reduction in export volumes.

For each of the scenarios below, please provide a current analysis on the impact on export
volumes:

a) anincrease in the ETS rate from $1.85 to $5.80/MWh;
b) anincrease in the ETS rate from $1.85 to $2.85/MWh; and

c) anincrease in the ETS rate from $1.85 to $2.90/MWh.

Response:
Response from IESO:

For a) b) and c) please see the response to VECC 8.2.
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LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 02

Reference:
ETS Rate Submission, Page 13

Interrogatory:

The evidence states that “the IESO has passed a number of market design changes that have
clarified how ICP revenues reduce transmission costs for ratepayers and now results in the vast
majority of congestion funds to be disbursed to domestic customers to offset their transmission
costs.”

a) Please define “vast majority” in terms of both percentage of total ICP revenues and in
absolute dollars.

b) Please explain fully how the congestion funds are disbursed to domestic customers.

c) Arethere any domestic customers that do not receive any benefits from the disbursement of
the congestion funds? If yes, please indicate what type of customers these are.

Response:
Response from IESO:

a) See the response to OEB Staff Interrogatory 45 c).
b} Please see the response to OEB Staff Interrogatory 35 b).

c) All domestic customers receive the disbursements as per the disbursement methodology
outlined in response to OEB Staff Interrogatory 35 b).



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 4

Schedule 2

Page 2 of 2

This page has been left blank intentionally.



1

10
11
12
13
14

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 4

Schedule 3

Page 1 of 2

LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 03

Reference:
ETS Rate Submission, Attachment 1

Interrogatory:
Please update Table 6 to reflect full year information for 2020 and 2021. If 2021 data is not yet
available for the entire year, please provide the information for the most recent year-to-date 2021
period available.

Response:
Response from IESO:

Please see Table 3 — Curtailed Exports in Attachment 1 of OEB Staff Interrogatory 1.
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LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 04

Reference:
ETS Rate Submission, Attachment 1, Page 19

Interrogatory:
The evidence states that the IESO provided the following:

Over the top 5 peak hours over the last 5 years, the IESO curtailed exports in 11
out of 25 hours. The average quantity of exports curtailed was 158MW or
approximately 10% of exports scheduled.

a) What five-year period does this refer to?

b) Please update the figures in this quote to reflect the most recent 5 peak hours over the last 5
years for the period ending in 2021.

Response:
Response from IESO:

a) 2016-2020

b) Over the top 5 peak hours from 2015-2020, the IESO curtailed 10 out of 25 hours. The average
quantity of exports curtailed was 168 MW or approximately 11% of exports scheduled.
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LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 05

Reference:
ETS Rate Submission, Attachment 1, Tables 8-12

Interrogatory:

a) Does Elenchus recommend using the 2020 or the average 2018 through 2020 hourly data to
use in calculating the 12CP allocators? Please explain fully why that period was used instead
of the other option.

b) Please update the tables to reflect 2021 actual data if that information is now available.

Response:
Response from Elenchus:

a) Please see the response to OEB Staff Interrogatory 8.

b) Please see the response to Energy Probe Interrogatory 8.
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LONDON PROPERTY MANAGEMENT ASSOCIATION INTERROGATORY - 06

Reference:
ETS Rate Submission

Interrogatory:
a) Do charges for network service apply to electricity imports into the IESO control area from a

neighbouring transmission system and consumed within the province?

b) How many intertie points are there in Ontario? Please provide the number for each
neighbouring transmission system.

c) What would be the likely impact on intertie congestion revenues if there were more interties
with other jurisdictions?

Response:
Response from IESO:

a) No. Imports are not subject to network service charges.

b) Energy is scheduled and flows across 14 interties between Ontario and its interconnected
neighbours as follows: Manitoba — 2, Michigan — 1, Minnesota — 1, New York — 1, Quebec -
9.

c) Please see response to VECC Interrogatory 16.1.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 01

Reference:
Joint HONI, IESO ETS Rate Submissions?, Pages 3, 12
EB-2021-0110, Exhibit I-2-1, Page 4

Preamble:
The Joint Submissions (page 3) state: “Among other things, the contention emerged from what
stakeholders believed should be the basis of, or purpose of, the tariff design”.

The Joint Submissions (page 12) state:

Hydro One does not make any recommendations on a specific ETS Rate. While
Hydro One desires the outcome that is best for its customers, it is not in a position
to determine what ETS Rate, if any, would ultimately result in the best overall
outcome for its customers. As such, having regard to the purposes of the IESO
under the Electricity Act and of the OEB under the Ontario Energy Board Act,
Hydro One defers to the IESO’s expertise and responsibility to advise on the
potential impacts of changes to the ETS Rate and the recommended ETS Rate
from a market operations perspective, and to the OEB’s expertise and
responsibility with respect to the balancing of the various competing interests in
setting the ETS Rate.

HONI’s EB-2021-0110 Application sets out the ratemaking principles used in the development of
its proposed distribution rates.

Interrogatory:
1.1 What does HONI consider to be the purpose of the ETS rate?

1.2 In HONI’s view, are the ratemaking principles used by HONI in the setting of distribution rates
also applicable to the ETS Rate?
1.2.1 If not, why not?

1.3 In HONI’s view does its ratemaking principles, as set out in EB-2021-0110, align with the OEB’s
objectives as set out in the OEB Act (Section 1(1))?

1.4 In HONI’s view, apart from its objectives as set out in the OEB Act (Section 1(1)), are there any
other considerations that the OEB should take into account when setting the ETS rate?

1 Hereafter referred to as the “Joint Submissions”
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Response:
Response from Hydro One:

1.1 Please see Hydro One’s response to OEB Staff Interrogatory 1 a).

1.2 VECC appears to be referencing Exhibit L-02-01, p. 4 of Hydro One’s joint transmission and
distribution rate application in EB-2021-0110. That exhibit is concerned with the distribution
rate design process. To clarify, the reference in that evidence was to certain principles derived
from the influential book Principles of Public Utility Rates (Bonbright), as summarized by OEB
staff in a March 31, 2008 discussion paper on Rate Design for Recovery of Electricity
Distribution Costs (EB-2007-0031). In the discussion paper, OEB staff stated that it considered
the three rate design principles of full cost recovery, fairness and efficiency to be relevant to
that particular rate design initiative and to encompass “all of the Bonbright attributes of a
sound rate structure”.

In Hydro One’s view, the principles of full cost recovery, fairness and efficiency are among the
principles that the OEB should consider in determining the ETS rate for Ontario, but they may
not be the only principles that should be considered. In considering these principles, it is
Hydro One’s view that the OEB should also consider that the context of setting the ETS rate
differs from the context of setting distribution or transmission rates directly for a utility.

In the ETS rate context the utility, Hydro One, is in a neutral position. It will recover its revenue
requirement through a combination of transmission rates and ETS revenues, only the relative
amounts will be impacted. As such, in the ETS rate-setting context, it is Hydro One’s view that
the primary consideration should be on setting an ETS rate that results in the lowest overall
costs and which provides the greatest overall benefits to the Ontario electricity system as a
whole. The primary focus should therefore be on weighing the relative benefits of (a) higher
or lower ETS revenues as an offset to Hydro One’s transmission revenue requirement, against
(b) the system costs and benefits resulting from the higher or lower export volumes that may
be expected based on increases or decreases in the current ETS rate.

1.3 The OEB'’s objectives in relation to electricity, as set out in section 1(1) of the OEB Act, are
broad and are intended to guide the OEB in carrying out its wide range of responsibilities.
While there is some alignment between those objectives and the principles of full cost
recovery, fairness and efficiency (i.e. fair pricing, economic efficiency, financial viability of the
electricity industry), there are also elements that do not appear to be aligned (i.e. promotion
of CDM policies, facilitating innovation). The OEB is in the best position to appropriately
balance its objectives in the context of setting the ETS rate.
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1 1.4 Hydro One is not aware of any other considerations beyond the OEB’s objectives as set out in
2 section 1(1) of the OEB Act that would be necessary to guide the OEB’s decision making in
3 setting the ETS rate.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 5

Schedule 1

Page 4 of 4

This page has been left blank intentionally.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 5

Schedule 2

Page 1 of 2

1 VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 02

3 Reference:

4 Joint Submissions, Pages 3, 13

5 EB-2012-0031, IESO Submission (March 8, 2013), Page 4
6 EB-2021-0110, Exhibit I-2-1, Page 4

8 Preamble:

9  The Joint Submissions (page 3) state: “Among other things, the contention emerged from what
10  stakeholders believed should be the basis of, or purpose of, the tariff design”.

11

12 The Joint Submissions (page 13) state:

13
14 For these reasons, the IESO maintains the view that reducing the ETS rate to zero
15 would best encourage the efficient use of electricity and promote economic
16 efficiency in the Ontario market. However, the market has operated with the ETS
17 rate near its current level since market open and the IESO is mindful there are
18 other relevant considerations the OEB must make when setting an ETS rate.
19 Therefore, the IESO recommends the rate be set at zero or no higher than the
20 current $1.85/MWh to maximize efficient use of electricity and promote
21 economic efficiency in the Ontario market.

22

23 The IESO’s EB-2012-0031 Submission states:

24

25 The IESO appreciates that in establishing an ETS tariff for Ontario, the Board must
26 have regard to general ratemaking principles and its statutory objects —
27 protecting the interests of consumers, promoting economic efficiency and cost
28 effectiveness, and facilitating a financially viable electricity industry — and that
29 the Board's consideration of these factors invariably entails a balancing of
30 interests.

31

32 Interrogatory:
33 2.1 What does the IESO consider to be the purpose of the ETS rate?

34
35 2.2 In the IESO view, are the considerations the IESO must take into account in setting the ETS
36 rate those as outlined in its EB-2012-0031 submission (referenced above)?
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2.3 The IESO’s EB-2013-0031 submission makes reference to “general rate making principles”.
Are these the same principles as HONI has set out in its current EB-2021-0110 application (as
referenced above)?

2.3.1 If not, what are they?

Response:
Response from IESO

2.1 Please see response to OEB Staff Interrogatory 1b).

10
11
12
13
14
15
16

2.2

2.3

The IESO does not set the ETS rate.

The IESO's perspectives are reflective of IESO's mandate to market and system operator to
balance electricity supply and demand at lowest cost.

2.3.1

Please see response to 2.3 above.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 03

Reference:
Joint Submissions, Page 10

Preamble:

The Joint Submissions (page 10) state: “When setting the ETS, consideration should be given to
maximizing the operational and economic benefits provided by exports by minimizing transaction
costs”.

Interrogatory:
3.1 What does the IESO consider to be “transaction costs” and does it include Uplift fees and

Intertie Congestion charges?

3.2 From what/whose perspective should operational and economic benefits be “maximized”?

Response:
Response from IESO:

3.1 As stated in the IESO’s ETS Rate Submission Attachment 3, the relevant transaction costs in
the case of an export from Ontario include the ETS rate, the ICP and Uplifts.

3.2 Operational and net economic benefits should be maximized for Ontario consumers in the
long-run.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 04

Reference:
Joint Submissions, Attachment 2

Interrogatory:
4.1 Please provide a schedule that sets out, for each of the jurisdictions addressed in Attachment
2 and the IESO:
i. whether or not the exports are subject to congestion payments,
ii. when congestion payments for exports are required,
iii. how congestion payments are determined,
iv. who are the beneficiaries of the congestion payments and
v. whether congestion payment revenues are considered/factored into the determination
of the tariffs for export transmission service.

Response:
Response from Hydro One and Charles River Associates:

4.1 i. to v. To the extent the requested information relates to the jurisdictions addressed in
Attachment 2, Hydro One notes that the scope of CRA’s jurisdictional review was focused on
ETS rates and did not include analysis of congestion payments, if any, in any other
jurisdictions. As explained on p. 7 of the ETS Rate Submissions, in Hydro One’s last
transmission rates proceeding the OEB advised Hydro One that, in the context of considering
the ETS rate in its next transmission rates proceeding, it would be assisted by an updated
jurisdictional review that provides the ETS rates in other jurisdictions, the rationale behind
those ETS rates and market implications with respect to those ETS rates. That was the context
and scope for CRA’s jurisdictional review. As such, CRA’s analysis did not extend to a review
of congestion payments in the various jurisdictions for which it considered ETS rates. CRA is
therefore not in a position to provide the requested information in relation to those
jurisdictions.

Response from IESO regarding Ontario:

4.1
i. Yes, in Ontario exports are subject to ICP. Please see page 9 of the IESO’s ETS Rate
Submission Attachment 3.
ii. Please see OEB Staff Interrogatory 34 b)
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iii. Please see OEB Staff Interrogatory 34 g) and OEB Staff Interrogatory 34 h)

iv. Please see the response to OEB Staff Interrogatory 35 b) & c) for a description of the TRCA
disbursement methodology to Market Participants.

v. No, please see pages 11-14 of the IESO’s ETS Rate Submission Attachment 3.
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1 VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 05

3 Reference:
4 Joint Submissions, Attachment 2

6 Interrogatory:
7 5.1 Please provide a schedule that sets out, for each of the jurisdictions addressed in Attachment

8 2 and the IESO:
9

10 i. whether or not there is a transmission rights market,

11 ii. how transmission rights are purchased,

12 iii. what the benefits are for holding/owning transmission rights and

13 iv. whether revenues or financial commitments created through the transmission rights
14 market are considered/factored into the determination of the tariffs for export
15 transmission service.

16

17 Response:
18 Response from Charles River Associates:

19
20 5.1

21 i. Each of the jurisdictions surveyed in the US has a financial transmission rights market. The
22 table below provides detailed information related to the transmission markets in the US.
23

24 ii. Financial Transmission Rights are purchased via auctions administered by the specific
25 ISO/RTO.

26

27 iii. Financial Transmission Rights are used to hedge for congestion between different pricing
28 points in the wholesale energy market.

29

30 iv. Based on CRA’s understanding of the Financial Transmission Markets in the US, revenues
31 or commitments resulting from the exchange of Financial Transmission Rights are not

32 considered into the determination of the tariffs for export transmission service.
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Financial Transmission

ISO/RTO Market Document How are FTRs purchased? Benefits of owning FTRs Revenues allocation
Auction Revenue Rights are allocated to Network
PIM Manual M-6: Fi ial
PIM Yes e AN FTR Auctions Transmission Service Customers and Firm Point-to-
Transmission Rights ) o
Point Transmission Customers
Holders of Incremental Auction Revenue Rights
(IARRs)—entities that have accepted IARRs instead
of network service rights payments as compensation
for a portion of the construction and maintenance
1SO-NE Ves 1S0-NE Manua\_M-b:-Hnant\al FIR Auctions fal specific projects |s§1(h as generation
Transmission Rights interconnections) to improve infrastructure
Holders of Auction Revenue Rights
[ARRs)—congestion-paying load-serving entities and
transmission customers that have supported the
Congestion Mitigation transmission system
NYISO Yes [Called Transmission Congestion | NYISO Manual 3 - Transmission TEC Auctions Auction Revenues are distributed to Tranmission
Contracts) Congestion Contracts (Owners per Attachment N of the NYISO OATT
Auction Revenues are distributed to market
Miso Yes MISO: BPM 004 FTR and ARR FTR Auctions participants based on firm historical usage of MISO's
transmission system
SPP's Open Access Transmission . |
i e . . Revenues are allocated to entities that hold Auction
Yes (Transsmission Congestion | Tariff (OATT} in Attachment AE, . X -
SPP . TCR Auctions Revenue Rights nominated based on the
Rights) section 7, and in the SPP tranmitsion system uea
Market Protocols, section 3.2 Lis e
CAISO Congestion Revenue CRR Allocation determines how revenues are
CAISO Yes (Congestion Revnue Rights) R'giu BOM CRR Auctions dispersed. Allocation is based on load and
i
transmission usage

Response from IESO:

i. Yes.

ii. On a monthly basis, transmission rights are sold for specific intertie paths through an

auction process accessible through the IESO's web portal.

iii. The transmission rights market allows market participants to hedge price risks associated

with transmission congestion and price volatility. This, in turn, can improve market

liquidity. Please also see the response to OEB Staff Interrogatory 45 g).

iv. The ETS rate was set as a result of a settlement process in an OEB proceeding,

independent of the transmission rights auction process.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 06

Reference:
Joint Submissions, Attachment 1, Page 20

Preamble:
Attachment 1 states:

The majority of jurisdictions surveyed by Elenchus, including all Regional
Transmission Organizations (RTOs) and Independent System Operators (ISOs) in
the United States and most ISOs and transmitters in Canada set Open Access
Transmission Tariffs (OATTs) in accordance with FERC Orders No. 888, 889, 890,
and 2000. All Canadian provinces operate within the OATT framework except
Ontario and Alberta.

These jurisdictions have postage stamp “Network Service charges” that are
analogous to Ontario’s domestic transmission tariff. Exports are analogous to
“Point-to-Point” transmission service, which are applied to the transmission of
energy along specific paths, from a point of receipt to a point of delivery. Unlike
Ontario’s Domestic and Export rates, which are set based on an allocation basis,
Point-to-Point charges are calculated based on the Network Service charge.

Interrogatory:
6.1 Does Charles River Associates agree with the comments made by Elenchus regarding ETS rates
in other jurisdictions?
6.1.1 If not, with which points does Charles River Associates disagree and why?

Response:
Response from Charles River Associates:

6.1 Yes. However, CRA notes that Elenchus states on ETS Rate Submissions, Attachment 1, page
28 of 44, that it “does not consider the manner in which the IESO sets export rates to be
underpinned by a cost allocation methodology.”

6.1.1 NA
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 07

Reference:
Joint Submissions, Page 12, Attachment 1, Table 1

Preamble:
The Joint Submissions state (page 12): “From an economic standpoint, exports of energy from
Ontario have contributed approximately $330-520 million annually to Ontario in market
revenues”.

Interrogatory:
7.1 Please confirm that the referenced statement is based on Attachment 1, Table 1.

7.1.1 If not confirmed, what is the basis for the statement?
7.1.2 If confirmed, do all of the values included in Table 1 represent “revenues”?

Response:
Response from IESO:

7.1 Attachment 3 Table 1 is a representation of the referenced statement.
7.1.1  N/A
7.1.2 Allthe valuesinthe IESO’s ETS Rate Submission in Attachment 3 Table 1 represent
how intertie trading reduces total costs for Ontario consumers by generating
revenues, contributing to fixed system costs and avoiding incremental system
costs.
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1 VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 08

3 Reference:
4 Joint Submissions, Page 13, Attachment 3, Page 14
5 EB-2012-0031, Exhibit I1-23-5.14, VECC 54

7 Preamble:
8  The Joint Submissions state (page 13):

10 “Even a relatively small increase in the ETS rate beyond the historical range of S1-
11 2/MWh could have a material impact on heavily traded interties where price
12 margins are already small. For example, prior analysis has shown that increasing
13 the ETS rate from SO to $5.80/MWh would cause a 50% reduction in export
14 volumes”.

15

16  The Joint Submissions state (Attachment 1, page 14):

17
18 “At this time, the IESO has not undertaken a quantitative analysis to estimate the
19 impact of a higher ETS rate on exports; however, even a relatively small increase
20 in the ETS rate beyond the historical range of $1-2/MWh could have a material
21 impact on heavily traded interties where price margins are already small. The
22 2012 CRA analysis demonstrates that in one case increasing the ETS rate from S0
23 to $5.80/MWh would cause a 50% reduction in export volumes (expressed as a
24 percentage of status quo volumes)”.

25

26  The response to VECC 54 from EB-2012-0031 provided the following information based on the
27 various ETS tariffs considered in the 2012 CRA analysis:
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MWh
Scenario 2013 2015 2017
Total Exports 20,977,195 | 22234 111 6,833,429
Exports
Status Quo )
Nuclear Curtailment soTr:;:::g'I;om 1,928,395 2,584 043 2,399,606
Exports less
Wheel- 19,048,800 19,650,068 4 433,823
Throughs
b)
Exports less Wheel-Throughs (MWh)
Scenario 2013 2015 2017
Status Quo ;
Nuclear Curtailment 19,048,800 19,650,068 4 433823
Unilateral Elimination .
Nuclear Curtailment 24 692,695 19,729,741 4,623,132
Equivalent Average Network Charge 14.179.802 19 639 264 3. 868 360
Nuclear Curtailment ' ' ’ ’ ’ '
Two-Tiered Scenario A ;
Nuclear Curtailment 18,772,678 19,764 320 4 53,078
Two-Tiered Scenario B ; ;
Nuclear Curtailment 20,331,572 19,701,651 4 561,635

2 Interrogatory:
3 8.1 Inthe current Joint Submissions (Attachment 3, footnote 31) the IESO states that the basis for

4 the 50% is “IESO internal analysis based on data presented in Export Transmission Service
5 (ETS) Tariff Study, Charles River Associates, May 16, 2012, Pg. 18-20". Itis noted that for 2013
6 the CRA results reported in VECC 54 showed a 43% reduction in exports when comparing the
7 Equivalent Average Network Charge case versus the Unilateral Elimination case. Is this the
8 basis for the IESO’s referenced 50% reduction?
9 8.1.1 If not, please provide the internal analysis that derived the 50% value.
10 8.1.2 If not, please reconcile the results of the IESO’s internal analysis with the results
11 reported in VECC 54.

12
13 8.2 In the response to VECC 54 the reduction in export volumes (as between the Unilateral

14 Elimination case and the Equivalent Average Network Charge case varies widely for the three
15 years studied (i.e. from a 43% reduction in 2013 to a less than 0.5% reduction in 2015 and a
16 16% reduction in 2017. What are the main reasons for the wide range in export reductions

17 across the three years?
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8.2.1 If the reasons are related to differences in market and system conditions (e.g.
generation mix, degree of surplus baseload generation, anticipated prices in
external markets relative to Ontario, etc.) which of the three years best reflects
the system conditions expected to exist in the 2023-2027 period and why?

8.2.2 If the reasons are related to differences in market and system conditions (e.g.
generation mix, degree of surplus baseload generation, anticipated prices in
external markets relative to Ontario, etc.) which of the three years least reflects
the system conditions expected to exist in the 2023-2027 period and why?

Response:
Response from IESO:

8.1 The IESO analysis is based on the Export Transmission Service (ETS) Tariff Study, Charles River
Associates, May 16, 2012, Pg. 18-20. The 50% reduction in export volumes from increasing
the ETS rate from $SO/MWh to $5.80/MWh was expressed as a percentage of status quo
volumes.

8.1.1 N/A
8.1.2 Theinternal analysis aligns with data given in VECC 54.

8.2 The IESO has not attempted to quantify the impact of specific ETS rates on exports beyond
what has been studied in the 2012 CRA Report. Due to its fixed nature, a higher ETS will result
in more occasions when market conditions are such that the ETS will make exports
uneconomic and prevent an otherwise economic export from transacting. While market and
system conditions impact the frequency of such occasions, the inverse nature of the
relationship between a fixed ETS and the level of exports will remain true regardless of the
assumptions made about market and system conditions in the 2023-2027 period.

8.2.1 N/A
8.2.2 N/A
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 09

Reference:
Joint Submissions, Attachment 3, Page 7
IESO’s 2021 Annual Planning Outlook, Pages 51-52

Preamble:
Attachment 3 states: (page 7): “Historically, Ontario has been a net exporter of electricity,
primarily to the U.S. jurisdictions, and a net importer from Quebec”.

Interrogatory:

9.1 With respect to the graph in Attachment 3 (page 7 of 17), please provide a revised version
that also shows: i) the actual values for 2021 and ii) the forecast values for 2022-2027 based
on IESO’s 2021 Annual Planning Outlook.

9.2 Do the forecast exports shown on page 52 of the IESO’s 2021 APO include: i) exports

associated with surplus baseload generation and ii) recognition of future intertie congestion?

9.2.1 If the forecast exports recognize intertie congestion, what was the impact of
intertie congestion on the export forecast?

Response:
Response from IESO:

9.1
i. Please see Figure 1 - Annual Ontario Imports and Exports in Attachment 1 of OEB Staff

Interrogatory 1.
ii. The IESO does not forecast based on market conditions and therefore does not have this
analysis.

9.2 The Annual Planning Outlook (APO) forecast exports includes an accounting for surplus
baseload generation and a recognition of intertie flow limits, but not a forecast of intertie
congestion. As noted in the 2021 APO, there are many factors that could impact interties
flows, including the nature of any new capacity that may be built in Ontario, and
developments in the electricity sectors of neighboring jurisdictions as they pursue their own
decarbonization policies.

9.2.1 As noted in response to 9.2 above, the APO recognizes intertie limits, which
restrict the amount of imports and exports that can flow on the interties, but not
a forecast of ICP or congestion rents collected.
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1 VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 10

3 Reference:
4 Joint Submissions, Attachment 3, Page 7

6 Preamble:
7 Attachment 3 states: (page 7):

9 “However, the needs and activities of competitive exporters (e.g., volume and
10 direction of transactions) are not considered when planning the transmission
11 system, and so are not a primary driver of investment”. (emphasis added)

12

13 “When designing the system, the focus is on ensuring that domestic load can be
14 supplied for a wide a range of system conditions. For many of these conditions
15 planning standards do not require the system to support exports
16 simultaneously”. (emphasis added)

17

18 Interrogatory:
19 10.1 The references quoted indicate that: i) exports are not a primary driver for investment in

20 transmission and ii) planning standards do not require the system to support exports
21 simultaneous under many planning conditions. However, at the same the wordings suggest
22 that, under certain conditions, exports are a driver (if not a primary driver) and do impact
23 transmission investment planning decisions. Please clarify if this is the case and whether
24 there are circumstances under which exports impact transmission planning by the IESO.

25

26  Response:
27 Response from IESO:

28
29 10.1 IESO planning assessments consider maintaining export capability where required to ensure

30 system reliability and operability; and they do not specifically consider competitive exporter
31 activity. Investments made within Ontario are primarily for supplying domestic load. On this
32 basis, competitive exports are not a key driver of investment cost to the transmission system
33 in Ontario. In terms of whether there are any situations under which exports would be a
34 factor driving transmission planning investment recommendations, this would only be the
35 case if circumstances exist where exports would impact the reliability of the transmission

36 system, as determined through the application of the planning standards.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 11

Reference:
Joint Submissions, Attachment 3, Pages 7-8

Preamble:
Attachment 3 states: (pages 7-8):

“Itis also important to note that while the IESO provides market participants and
consumers with the same access to grid service, the way the system is designed
and the priority given to exporters results in exports being subject to more
frequent service interruption compared to domestic load. Exporters can be
curtailed for more reasons than Ontario consumers, including internal adequacy
or reliability issues in neighbouring jurisdictions. As a result, the IESO curtails
exports for reliability reasons more often than domestic load”.

Joint Submissions, Attachment 3, Footnote 10 states: “Based on internal analysis, the IESO has
curtailed export annually between 18-35% of all hours since 2016”.

Interrogatory:

11.1 Please list (by priority) the control actions the IESO takes to maintain system reliability,
specifically highlighting the relative priority given to: i) dispatchable domestic load, ii)
domestic load under DR contracts/agreements, iii) exports and iii) non-dispatchable
domestic load.

11.2 When determining the hours in each year that exports were curtailed, does the IESO include
all hour where exports have been curtailed on at least one intertie?
11.2.1 Does this mean that in hours where exports are considered to be “curtailed”
there may be interties where exports are not actually curtailed?

11.3 Please provide a schedule that sets out for each of the years since 2016 the number of hours
that exports were curtailed consistent with the 18-35% noted in Footnote #10.
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11.4 Please provide schedules that for each of the years since 2016 set out for each intertie the

number of hours that exports were curtailed.

11.4.1

On the same schedules please indicate the number of hours in each year that the
curtailment was due to: i) reliability issues in neighbouring jurisdictions, ii)
congestion on the intertie owned by Hydro One, iii) internal congestion in Ontario
and iv) Other Reasons (please specify and separate if material).

11.5 Do exporters received any compensation when their exports are curtailed?

11.5.1

11.5.2

11.5.3

Response:

If yes, under what circumstances? In responding please indicate how these
circumstances relate to the reasons for curtailment documented in the previous
question.

If yes, what were the annual amounts paid to exporters since 2016 and who paid
them (e.g., were the amounts paid by domestic consumers)?

If yes, are these payments reflected in Attachment 3, Table 1?

Response from the IESO:

11.1 For a complete list providing the anticipated order of control actions the IESO takes to

maintain system reliability, please see Market Manual 7: System Operations Part 7.1: IESO

Controlled Grid Operating Procedures, Appendix B1.

11.2 Yes.
11.2.1

Yes.

11.3 Please see Table 3 — Curtailed Exports in Attachment 1 of OEB Staff Interrogatory 1.

11.4 The requested information is not readily available and it is unclear the value it would provide

to the determination of the issues in this proceeding. Please see Table 22 — Annual Amounts

and Number of Hours Paid for Export Curtailment in Attachment 1 of OEB Staff Interrogatory

1.
114.1

Please see 11.4 above.
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11.5 Exporters may or may not receive make-whole payments depending on the specific reason
for the curtailment. When curtailments are due to market participant errors or are caused
by issues in external jurisdictions, they are not subject to compensation. When curtailments
deemed necessary by IESO for reliability they may be subject to compensation. See Market
Manual 4: Market Operations Part 4.3: Real-Time Scheduling of the Physical Markets for a
list of curtailment reasons. Compensation for curtailments is not reflected in Attachment 3,
Table 1.

11.5.1 See 11.5 above.
11.5.2 See 11.5 above.
11.5.3 See 11.5 above.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 12

Reference:
Joint Submissions, Attachment 3, Pages 8-9, 12-13

Preamble:
Attachment 3 states: (pages 9):

“Intertie trading provides a range of operational benefits including system
flexibility to balance supply and demand, and ancillary services to support grid
stability. Interties also play a key role supporting system operations during
unplanned or emergency events. From a broader perspective, interties support
regional grid reliability and enable Ontario to assist other jurisdictions during
contingency events”.

Attachment 3 states (page 12):

“Fewer exports will have a negative operational impact across a number of areas,
foremost in reducing the flexibility that interties provide to efficiently balance the
grid in the course of normal system operations, surplus baseload management
and unexpected events. Furthermore, less exports will reduce the role that
interties can play in supporting regional reliability and diversification.”

Joint Submissions, Attachment 3, pages 13 of 17 states: “In addition to decreasing ICP revenue, a
higher ETS could have the effect of reducing energy exports from Ontario and by extension the
operational and economic benefits that those lost exports provide.”

Interrogatory:
12.1 Pages 8-9 of Attachment 3 list a number of benefits interties and intertie trading provide.

The Attachment (page 10 of 17) subsequently describes how higher ETS tariffs may affect
the level of exports during periods of surplus baseload generation and the resulting need to
curtail domestic sources of generation. For each of the other operational benefits ascribed
to interties (i.e., Ancillary Services, Regional Reliability, Geographic Distribution and
Emergency Events — per pages 8-9), please describe how the benefits are impacted by the
level of exports (per pages 12 & 13).
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Response:
Response from IESO:

12.1 Ancillary Services: Bi-directional flow on the interties help maintain system frequency and
voltage to enable a reliable grid for Ontario consumers. The IESO also procures Operating
Reserve over the interties.

Regional Reliability: Interties provide regional reliability through the utilization of supply
from adjacent jurisdictions to help meet internal needs. Reduced exports limit exchanges
from occurring and force a region to rely more heavily on internal resources which degrades
the overall regional reliability.

Emergency Events: Interties are used to help mitigate emergency events. IESO has
emergency energy and reserve agreements with its neighbors for reliability.

Geographical Distribution: Trade allows jurisdictions to be supported by other resource
types in adjacent areas, which allows for diversification in energy supply across jurisdictions.
This makes the overall energy system more resilient. With reduced exports, resiliency in the
overall system diminishes.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 13

Reference:
Joint Submissions, Attachment 3, Pages 9-11

Preamble:

Attachment 3 states (pages 9): “When demand for intertie access is greater than the physical
capability, the intertie is considered “congested” and traders are charged “congestion rent” in the
form of the ICP — a premium for access based on willingness-to-pay.”

Attachment 3 states (page 10): “The ICP is set hourly based on competitive trader bids indicating
how much they would be willing to pay to export over the intertie for a specific hour.”

Attachment 3 states (page 11): “For example, the ICP on the intertie to Michigan (where there
has historically been high demand to export) averaged $19/MWh in 2017 while annual prices on
the Minnesota and New York interties are in the range of $7-9/MWh.”

Interrogatory:
13.1 Please outline precisely when and how the ICP for a particular hour is determined.

13.2 In those hours when congestion rent (ICP) is applicable to exports, how is the final hourly
charge to the exporter for market energy (including ICP) determined?

13.3 Is congestion rent (in the form of ICP) only charged for congestion on the interties or is it
also applicable in the other circumstances such as when domestic/internal congestion would
limit exports?

13.4 Please provide a schedule that for each of the years since 2016 sets out the number of hours
in which congestion rent (ICP) for exports was applicable at one or more of the interties.

13.5 Are those hours when the ICP applies for exports considered to be hours when exports are
curtailed per the discussion in Attachment 3, Footnote 107?
13.5.1 If not, why not?
13.5.2 If not, since 2016 for how many of the hours in each year for which ICP was
applicable at one or more of the interties was that hour considered to be a hour
in which exports were curtailed?
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13.6

13.7

13.8

Please provide schedules that for each of the years since 2016 set out for each intertie: i)
the total number of hours exports were curtailed, ii) the number of hours exports were
curtailed due to congestion on the intertie, iii) the number of hours congestion rent (ICP)
was applicable for exports and iii) the number of hours where the circumstances described
in points (ii) and (iii) occurred simultaneously.

Please provide schedules that for each of the years since 2016 set out for each intertie: i)
the total volume of exports, ii) the volume of exports during those hours where exports over
the intertie were curtailed for any reason, iii) the volume of exports actually curtailed during
those hours where exports over the intertie were curtailed for any reason, iv) the volume of
exports during those hours where exports were curtailed due to congestion on the intertie
were curtailed, and v) the volume of exports actually curtailed when exports were curtailed
due to congestion on the intertie.

Please provide schedules that for each of the years since 2016 set out for each intertie: i)
the average ICP (S/MWh) for the year (based on the sum of the hourly ICP values divided by
the number of hours) for exports, ii) the range of the hourly ICP values for exports for each
year, iii) the number of hours the ICP value for exports was less than $1.85/MWh and iv) the
number of hours the ICP value for exports was greater than $6.50/MWh.

Response:
Response from IESO:

13.1

13.2

13.3

134

Please see the response to OEB Staff Interrogatory 41 a).
Please see the response to OEB Staff Interrogatory 41 a).
ICP is only charged on congestion on the interties.

This information can be found for the years 2016-2019, Table 3, on page 35 of the
Transmission Rights Market Review Interim Reportl. Please see Table 17 - Number of hours
where ICP was collected on both the Michigan and New York interties in Attachment 1 of
OEB Staff Interrogatory 1.
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13.5 No. The purpose of the ICP is allocate scarce export capacity when an intertie is congested.
The IESO does not curtail exports due to congestion at an intertie.
13.5.1 See response to 13.5 above.
13.5.2 There may be hours in which there is ICP and exports are curtailed but the two
are not related. The requested analysis would be onerous to produce and it is
unclear the value it would provide in addressing the issues in this proceeding.

13.6 As explained in response to 13.5 above, exports from Ontario are not curtailed due to intertie
congestion in Ontario and therefore the question is based on an incorrect premise. In
addition, the requested analysis would be onerous to produce and provide no information
of value in addressing the issues in this proceeding. Please see Table 3 — Curtailed Exports in
Attachment 1 of OEB Staff Interrogatory 1 for information on the total number of hours
exports were curtailed between 2016 and 2021.

13.7 Please see the response to 13.6 above.

13.8 Please see Table 20 — Average, Min and Max ICP annually on each export intertie and number
of hours with ICP < 1.85 and ICP > 6.50 in Attachment 1 of OEB Staff Interrogatory 1.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 5

Schedule 13
Page 4 of 4

This page has been left blank intentionally.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 5

Schedule 14
Page 1 of 2

VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 14

Reference:
Joint Submissions, Attachment 3, pages 9 & 11 of 17

Interrogatory:

14.1 Footnote 20 (page 11) indicates that the Congestion Rents Received from the Market in
Table 2 are for both import and exports. Does the difference between: i) Congestion Rents
Received from the Market in Table 2 and ii) Congestion Rents Collected from Exports in Table
1 represent the congestion rents received from imports?

14.1.1 If not, what does the difference represent?
14.1.2 If not, what were the congestion rents received from imports in each of the years?

14.2 Please describe when congestion rents for imports are applied and how the amount to be
charged is determined (i.e., is the price the same as the ICP for exports and how is the volume
that the price is to be applied to determined?).

Response:
Response from IESO:

14.1 Correct.
14.1.1 N/A.
14.1.2 N/A.

14.2 Please see the response to OEB Staff Interrogatory 44 b).
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 15

Reference:
Joint Submissions, Attachment 3, pages 7, 10 & 14 of 17

Preamble:
Attachment 3 states: (page 7): “In the case of an export from Ontario, the relevant transaction
costs include the ETS, the ICP and Uplifts.”

Attachment 3 states (page 10): “Exporters also contribute approximately $40-50 million per year
in uplift charges for system reliability provided through Ancillary Services and Operating Reserve.
The export contribution reduces the cost that has to be recovered from domestic consumers for
these services”.

Attachment 3 states (page 14): “Similar to congestion revenues, less exports would mean a
reduced contribution from exports to system costs. Collectively exports contribute between $70
and 90 million per year in ETS and Uplift. Many of these system costs would remain, regardless
of exports and so the cost would have to be recovered from domestic consumers”.

Interrogatory:
15.1 Please outline how the Uplift Rate(s) is/are established (i.e., what are the costs and volumes
used based on and when are the rates set?).

15.2 Do the costs associated with uplifts all vary directly with the amount of electricity sold
through the IESO market?
15.2.1 If not, why not?

15.3 If market volumes (including exports) are higher/lower than assumed in the setting of the
Uplift rate(s) such that Uplift revenues are higher/lower than required to cover costs, how is
the variance between costs and revenues treated and how does this impact the
current/future costs for exporters and domestic consumers?

Response:
Response from IESO:

15.1 Please see the response to OEB Staff Interrogatory 1 g).
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15.2 Costs associated with uplifts vary with a variety of factors including the amount of electricity
sold through the IESO market. For additional detail on uplift costs, see Guide to Wholesale
Electricity Charges®. See also “IESO Charge Types and Equations" for the mathematical
description on the calculation of uplifts and other charges?.

15.2.1 Certain uplift costs are not related to the level of demand in Ontario. For example,
the IESO has a reliability requirement to maintain operating reserve to cover its
single largest contingency plus half of the second largest contingency regardless
of the level of Ontario demand.

15.3 Uplifts are charged based on costs incurred not on forecasted levels. Uplift charges are not
carried forward to future periods and the IESO does not carry any variances.

! https://www.ieso.ca/en/Sector-Participants/Settlements/Guide-to-Wholesale-Electricity-
Charges
2https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-
Library/market-manuals/settlements/imo-charge-types-and-equations.ashx



https://www.ieso.ca/en/Sector-Participants/Settlements/Guide-to-Wholesale-Electricity-Charges
https://www.ieso.ca/en/Sector-Participants/Settlements/Guide-to-Wholesale-Electricity-Charges
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/Market-Rules-and-Manuals-Library/market-manuals/settlements/imo-charge-types-and-equations.ashx
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 16

Reference:
Joint Submissions, Attachment 3, Page 9

Interrogatory:

16.1 In Table 1 the congestion rents collected from exports are declining annually over the 2017-
2020 period. Is it primarily due to a decrease in the ICP or a decrease in the volume of
exports subject to congestion rent charges?

16.1.1 If it is due to a decrease in the volume of exports subject to congestion rent
charges (l.e., ICP), please explain why the volumes are decreasing and whether
the trend is expected to continue in the future.

16.1.2 Ifitis due to a decrease in the ICP, please explain why the ICP is decreasing and
whether the trend is expected to continue in the future.

Response:
Response from IESO:

16.1 A decline in congestion rents collected would be primarily due to a decrease in the ICP as
total export volumes remained relatively steady over this period.

16.1.1 N/A.

16.1.2 Changes in ICP are driven by a number of factors in Ontario and in neighboring
jurisdictions, including seasonal variations in supply and demand, changes in fuel
costs, outages, the composition of marginal resources that set the market price,
and trader behavior. Reductions in the ICP from 2017-2020 represent a decrease
in the arbitrage opportunity (price difference) that traders see between Ontario
and key neighboring jurisdictions, especially Michigan and New York, of which
lower natural gas prices have played a role in addition to other drivers as
mentioned. Likewise, when market conditions are more favourable, such as they
have been in the past year, ICP has tended to increase.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 17

Reference:
Joint Submissions, Attachment 3, Pages 11-12

Preamble:
Attachment 3, page 11 states:

“Revenues from the ICP are collected by the IESO in the Transmission Rights
Clearing Account (TRCA). In addition to ICP revenue, the TRCA also contains
revenue from Transmission Rights (TR) auctions. TRs are a financial contract that
entitle their holder to a share of the ICP revenue on the intertie specified in the
contract. TRs do not involve any use of the physical transmission system, and do
not entitle the purchasers of the rights to utilize the transmission assets. By
purchasing a TR, the TR holder gains insurance against changes in the ICP on the
specified intertie (which can be unpredictable and volatile).

The IESO pays the TR holders from the ICP revenues. Revenues from the TR
auction plus any residual ICP revenues after payments to TR holders are
disbursed, subject to a TRCA balance threshold, on a semi-annual basis to
domestic consumers and exporters to offset transmission costs”.

Interrogatory:
17.1 Does the purchase of a TR on a specific intertie provide “insurance” against ICP charges for
both imports and exports or are separate TRs (and TR auction payments) required for each?
17.1.1 If separate TRs are required for imports and exports, please provide a breakdown
of the Total Allocated TR Auction Revenues for each year set out in Table 2 as
between imports and exports.

17.2 With respect to Table 2, please provide a breakdown of the annual Payments to TR Rights
Holders as between the payments to importers vs. exporters.

17.3 With respect to Table 2, please provide a breakdown of the annual TR Clearing Account
Disbursement as between domestic customers and exporters.

Response:
Response from IESO:

17.1 Separate TRs are required for both imports and exports.
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17.1.1 Please see Table 26 - TR Auction Revenues Broken Down by Import and Export,
Table 4 - Transmission Rights Clearing Account Flows and Table 5 TRCA
Disbursements Between Loads and Exporters in Attachment 1 of OEB Staff
Interrogatory 1.

17.2 Please see the response to 17.1.1 above.

17.3 Please see the response to 17.1.1 above.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 18

Reference:
Joint Submissions, Attachment 3, Pages 11-12

Preamble:
Attachment 3 (page 12) states:

“historically, disbursements from the TRCA were made based on volumetric
consumption. The IESO adopted a recommendation from the OEB’s Market
Surveillance Panel to allocate TRCA surplus disbursements based on proportion
of transmission service charges paid. The design change will ensure that a greater
portion of TRCA disbursements are returned to domestic load, compared to other
market participants such as exporters. Based on historical estimates,
disbursements of TRCA surplus funds to domestic load will increase between 87-
98%."”

Interrogatory:
18.1 How is the TRCA disbursement to each individual domestic customer actually made?

18.2 Please show the allocation of the $118 M disbursed in 2020 as between domestic customers
and exporters using: i) the pre-2021 methodology and ii) the new methodology
implemented for 2021.

Response:
Response from IESO:

18.1 Please see the response to OEB Staff Interrogatory 35 b) & c) for a description of the TRCA
disbursement methodology to Market Participants, including end-use load consumers and
local distribution companies who receive the TRCA disbursement as a settlement bill credit.
Local electricity utilities or local distribution companies would receive the TRCA
disbursement, which reduces the costs it passes through to its own customers.

18.2 Please see the response to OEB Staff Interrogatory 45 c). The updated TRCA disbursement
methodology has shifted the split of TRCA disbursement from approximately 87%/13% split
to domestic load versus exporters; to 98%/2% split to domestic load versus exporters.
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The May 2020 disbursement was $59.2M and 15% went to exporters ($8.9M), 85% went to
loads ($50.3M). The November 2020 disbursement was $58.6M and 12% went to exporters
(S7.0M), 88% went to loads ($51.6M). Under the 2021 methodology, the May 2020
disbursement of $59.2M would have been 2% to exporters ($1.1M) and 98% to loads
(558.1M). The November 2020 disbursement of $58.6M would have been 2% to exporters
($0.9M) and 98% to loads ($57.7M).

The IESO notes that there will likely be an element of behaviour change that would affect
these values, as exporters may have bid or offered differently under a different
disbursement methodology.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 19

Reference:
Joint Submissions, Attachment 3, Pages 9-10

Preamble:
Attachment 3 (page 10) states:

“Intertie trading helps Ontario avoid additional system costs that would
otherwise have been incurred. From an economic efficiency standpoint, imports
enable energy providers from outside the province to compete and displace more
expensive domestic suppliers to meet Ontario’s electricity needs at the lowest
cost. Equally, exporters reduce the operational system cost by taking surplus
energy out of Ontario when demand is low. This brings in revenue to cover fixed
costs and avoids curtailing wind resources, spilling water at hydroelectric stations
and maneuvering of nuclear units. Without exports, Ontario consumers would
have to pay for the cost of the foregone energy that is spilled or curtailed.
Between 2017 and 2020, this would likely have added $150-240 million per
yearl8 to Global Adjustment which would be recovered from domestic
consumers.”

Interrogatory:
19.1 Are the annual values for Avoided System Costs as set out in Table 1 based entirely on the

cost of foregone energy that would have been spilled or curtailed without exports?
19.1.1 If not, what other “avoided costs” have been included for each year (i.e., the types
and associated amounts)?
19.1.2 How were these other “avoided” costs calculated?

19.2 Using 2020 as an example, please provide the details regarding the calculation of the avoided
system costs associated with the foregone energy that would have been spilled or curtailed
without exports.

Response:
Response from IESO:

19.1 The annual values for Avoided System Costs as set out in Table 1 are based entirely on the
cost of foregone energy that would have been spilled or curtailed without exports.
19.1.1 N/A.
19.1.2 N/A
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19.2 Please see section 3 page 9 of the IESO’s ETS Rate Submission Attachment 3. The calculation
of avoided system costs in 2020 is based on an internal IESO simulation of the market where
avoided nuclear and renewable resource curtailment is equal to 14TWh. The internal IESO
simulation contains confidential Market Participant information and therefore cannot be
provided.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 20

Reference:
Joint Submissions, Attachment 3, Pages 9-10

Preamble:

Attachment 3 (page 9, Footnote 13) states that the calculation of Avoided System Costs was:
“Based on avoided nuclear and renewable resource curtailment, equal to 14TWh, 12TWh, 13TWh
and 14TWh for 2017-20 respectively.”

Interrogatory:
20.1 What were the total exports (TWh) in each of years over the 2017-2020 period?

20.2 Is it the IESO’s contention that, in each of these years, roughly 12-14 TWh of exports was
sourced from nuclear and renewable generation that would otherwise have been curtailed?
20.2.1 If yes, what is the basis for the IESO making this assumption and what steps have

been taken to verify it?

20.3 For the period 2017-2020 were there any hours where foregone energy costs were actually
incurred due to surplus baseload generation?
20.3.1 If yes, for how many hours in each year did this occur, what were the volumes
(MWh) involved, what were the actual total costs incurred and are these “costs”
included in Avoided System Costs set out in Table 1?

Response:
Response from IESO:

20.1 Please see Figure 1 - Annual Ontario Imports and Exports in Attachment 1 of OEB Staff
Interrogatory 1.

20.2 Yes, the calculation of avoided system costs is based on avoided nuclear and renewable
resource curtailment.
20.2.1 This analysis is based on IESO's internal modelling considering factors such as
production data at a facility level. The internal IESO simulation contains
confidential Market Participant information and therefore cannot be provided.
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20.3 Yes, surplus baseload generation occurred for hours in each of the years from 2017-2020
and foregone energy costs were associated with this baseload generation. Public data for
each year can be found on the IESO’s website®.

20.3.1 For MWh quantities, please see 20.3 above. The actual costs incurred in these
curtailments were not included in "Avoided Costs" in Table 1.

! https://www.ieso.ca/en/Corporate-IESO/Media/Year-End-Data
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 21

Reference:
IESO’s 2021 Annual Planning Outlook, Page 49, Figure 23

Preamble:
Figure 23 from the IESO’s 2021 APO is set out below:

Figure 23 | Surplus Baseload Generation

40
35
0 |
2.3
2.0
1.5 \
1.0

0.5

0.0

Surplus Baseload Generation (TWh)

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042
Continued availability of existing resources Without continued availability of existing resources

Interrogatory:
21.1 Is the forecast of Surplus Baseload Generation as set out in Figure 23 before exports and
actions taken by the IESO to maneuver/curtail baseload generation resources?
21.1.1 If not, what are the assumed reductions in baseload generation in each year due
to: i) exports and ii) actions taken by the IESO to maneuver/curtail baseload
generation resources?

21.2 With respect to Figure 23, please provide the equivalent values for 2017-2021 actuals and
2022 forecast.

Response:
Response from IESO:
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21.1 The Surplus Baseload Generation (SBG) shown in Figure 23 occurs when output from
baseload resources exceeds demand. Periods of SBG require the IESO to use market
mechanisms such as exports. The forecast shown is SBG forecasts prior to the use of market
mechanisms, such as exports.

21.1.1 Please see 21.1 above.

21.2 With respect to nuclear manoeuvres and variable generation (e.g. wind and solar)
curtailments, historical data can be found on the IESO's website at
https://www.ieso.ca/en/corporate-ieso/media/year-end-data.

With respect to hydro curtailments, historical information can be found on OPG's reports at
https://www.opg.com/reporting/financial-reports/.

The 2021 APO study horizon began in year 2023 and therefore 2022 forecast data is not
available.


https://www.ieso.ca/en/corporate-ieso/media/year-end-data
https://www.opg.com/reporting/financial-reports/
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 22

Reference:
Joint Submissions, Attachment 3, Pages 12-14

Preamble:
Attachment 3 (page 13) states:

“The IESO expects that any increase in revenue resulting from a higher ETS would
be offset by an equivalent reduction in revenue from the ICP, which in turn will
decrease the amount that is disbursed from the TRCA to Ontario consumers.”
(emphasis added)

Attachment 3 (page 13) describes two scenarios. One where there is a large spread between the
price to buy electricity in Ontario and the sell electricity in neighbouring jurisdictions such that an
increase to the ETS will result in an offsetting decrease in ICP but no impact to export flows. The
second is where there is a less price difference to buy electricity in Ontario and sell electricity in
neighbouring jurisdictions such there will be less demand to export and there will be less or no
ICP to offset an increase to the ETS.

Interrogatory:
22.1 Please provide a schedule that for each of the years 2017-2020 breaks down the total export

volumes as between MWh where the ICP was applied and those where it was not.

22.2 If all export volumes are not subject to congestion pricing (i.e,, an ICP per the first scenario
described on page 13) please explain how any increase in the ETS rate will be offset by an
equivalent decrease in revenue from ICP.

22.2.1 Wouldn't this statement only apply in those situations where an ICP is in effect?
If not, please explain why.

22.2.2 Furthermore, wouldn’t the equivalent reduction only occur if the ICP was equal
to (or greater) than the increased level of the ETS rate? If not, please explain why.

22.3 Please provide a schedule that for each of the years 2017-2020 sets out:
i the number of hours where, without exports, there would have been surplus
baseload generation,
ii. the number of hours that there was congestion and an ICP applicable at one or more
of the interties,
iii.  the number of hours where items (i) and (ii) were both occurring, and
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22.4 Please
i

Response:

the number of hours where, without exports, there would have been surplus
baseload generation and there was an ICP applicable at one or more interties but all
of the ICP values were less than $1.85/MWh.

the number of hours where, without exports, there would have been surplus
baseload generation and there was an ICP applicable at one or more interties but the
ICP value was less than $1.85/MWh on one or more of the interties.

provide schedules that for each of the years since 2016 set out for each intertie:

the number of hours where, without exports, there would have been surplus
baseload generation and congestion rent (ICP) was charged for the intertie.

the number of hours where, without exports, there would have been surplus
baseload generation and congestion rent (ICP) was not charged for the intertie.

the average ICP value during those hours where, without exports, there would have
been surplus baseload generation and congestion rent (ICP) was charged for the
intertie.

the range of ICP values during those hours where, without exports, there would have
been surplus baseload generation and congestion rent (ICP) was charged for the
intertie.

Response from IESO:

22.1 Please
Interro

see Table 21 - Congested MWs on Export Interties in Attachment 1 of OEB Staff
gatory 1.

22.2 A higher ETS rate will be offset by reductions in the ICP but also prevent exports from

occurri

ng at all. Instances when exports are occurring without intertie congestion indicates

expectations of slim margins; a higher ETS rate further reduces the margins, increasing the

likelihood that the transaction is not economic and would not occur. This would result in no

ICP, uplift, or ETS revenue collection. As a simplified example, if the Ontario price was
$15/MWh and the New York price was $18/MWh, any ETS charges above $3/MWh would

preven
IESO’s
unders

t economic trade to occur. For further discussion, please refer to Section 4 of the
evidence. Please see the response to OEB Staff Interrogatory 36 a) for an
tanding on the proportional relationship between ETS and ICP.

22.2.1 Please see the response to OEB Staff Interrogatory 36 a).

22.2.2 Yes. If the ICP was lower than the increase in ETS rate, then this would likely

prevent a transaction from occurring resulting in no ICP, ETS, uplift revenue
collection.
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The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.

Please see the response to VECC Interrogatory 13.4. In Attachment 1 of OEB Staff
Interrogatory 1 please also see:
e Table 12 - Average Monthly ICP by the Michigan, Minnesota and New York Export
ties;
e Table 16 - Revenue, Volume and Number of Hours of ICP at each intertie — ICP >
SOMWHh;
e Table 20 - Average, Min and Max ICP annually on each intertie and number of
hours with ICP < 1.85 and ICP > 6.50 and;
e Table 27 - Average Annual ICP by the Michigan, Minnesota and New York Export
ties.

The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.

In the absence of exports, there would be no ICP in the export direction and therefore the
IESO is unclear how to respond to this request.

In the absence of exports, there would be no ICP in the export direction and therefore the
IESO is unclear how to respond to this request.

The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.

Please see the response to VECC Interrogatory 13.4. In Attachment 1 of OEB Staff
Interrogatory 1 please see:
e Table 12 - Average Monthly ICP by the Michigan, Minnesota and New York Export
ties;
e Table 16 - Revenue, Volume and Number of Hours of ICP at each intertie — ICP >
SOMWh;
e Table 20 - Average, Min and Max ICP annually on each intertie and number of
hours with ICP < 1.85 and ICP > 6.50 and;
e Table 27 - Average Annual ICP by the Michigan, Minnesota and New York Export
ties
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iii. The IESO is unable to complete this request in the timeframe required and cannot
accurately reflect the requested changes in historic data.

iv. The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 23

Reference:
Joint Submissions, Attachment 1, pages 1, 2, 4 and 19

Preamble:
The Joint Submissions state (Attachment 1, page 1):

In the past few years, exports have been affected by fewer and fewer service
interruptions and in 2019 and 2020 curtailments were close to 20% of the hours.
In the five peaks hours in each of the past five years, exports were curtailed in 11
out of the 25 hours and 10% of volumes were curtailed in those hours.

The Joint Submissions state (Attachment 1, page 2):“Since exporters are able to use the
transmission system much of the time, even at the times of the Ontario system peak, Elenchus
believes that a reasonable basis exists for Shared Network Asset-related costs to be allocated to
exports based on the principle of cost causality.

Even though export demand needs are not taken into account when HONI designs the
transmission system and the IESO does not factor exports into its reliability planning assessments,
the fact that exporters can use the transmission system much of the time supports the allocation
of Shared Network Asset-related costs in a cost allocation methodology to exports. Elenchus
considered a range of potential cost-based methodologies”.

The Joint Submissions state (Attachment 1, page 4): “The May 2014 methodology was based on
how the transmission system is designed and, since export needs are not considered in the
planning of the transmission system, exports were not allocated a portion of Shared Network
Asset-related costs.

The methodologies identified in this report reflect exports’ use of the transmission system and
how they are being treated by the IESO with not much service interruptions.”
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Interrogatory:
23.1 Please update Table 6 (page 19) so as to include the balance of 2020.

23.2 Do the hours of export curtailment include hours where curtailment was the result of issues
external to Ontario (e.g., transmission constraints outside of Ontario)?
23.2.1 If so, what proportion of the total hours curtailed in 2019 and 2020 are due to
issues outside of Ontario?

23.3 The above references suggest that there are two approaches to allocating the asset-related
costs. One where the allocation is based on considerations as to why and for whom the
assets were designed and constructed and the second being based on considerations of how
the assets are used and who benefits from their use. Please confirm that the methodology
used in the May 2014 Elenchus Report utilized the first approach to cost causation for
purposes of allocating Network Costs (excluding Intertie costs) whereas the current report
utilizes the second approach.

23.3.1 If not confirmed, please explain why.

23.4 In view of the Elenchus authors of the Report, what are the pros/cons of each approach and
is one of the two approaches preferable when determining the basis on which costs should
be allocated in a cost allocation study?

Response:
Responses from IESO:

23.1 Please see Table 3 — Curtailed Exports in Attachment 1 of OEB Staff Interrogatory 1.
23.2 Yes, curtailment includes hours where curtailment was the result of issues external to
Ontario. Please see VECC Interrogatory 11.5.
23.2.1 The requested analysis is onerous to produce and would provide little value in
determining the issues in this proceeding.

Responses from Elenchus:

23.3 Confirmed.
23.3.1 See response above to 23.3
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23.4 Both approaches are cost-based. The choice of a preferable approach between the two
alternatives depends on the criteria applied in determining a cost-based methodology to
determine an ETS rate.

An allocation of costs considering only why and for whom assets were designed may adhere
strictly to the principle of cost causality in the short run, but transmission assets are long-
term assets that may be used by different customers over time. A transmission asset that
has excess capacity may allow another transmission investment to be avoided.

Absent any other consideration it is Elenchus’s view that, based strictly on cost causality, the
methodology that allocates Shared Network Assets and costs to exporters is the preferable
approach, as it reflects how the transmission system is currently used by exporters.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 24

Reference:
Joint Submissions, Page 9
Joint Submissions, Attachment 1, Pages 2-3, 6-7, 9-14

Preamble:
The Joint Submissions state (Attachment 1-page 2):

“Elenchus considers the following three methodologies to be appropriate options
to allocate Shared Network Asset-related costs to the export class. The three
methodologies allocate Shared Network Asset-related costs on the basis of
Shared Net Fixed Assets, with adjustments to the Shared Net Fixed Assets
allocator applied to each scenario. The Shared Net Fixed Assets allocator is
underpinned by the 12 Coincident Peak (“12CP”) allocator.

1) Fully allocate Shared Network Asset-related costs on the basis of Shared Net
Fixed Assets.

2) Apply an adjusted Shared Net Fixed Assets allocator with export
12CPdiscounted by 50%, as a proxy for a hybrid model, half-way between no
allocation and full allocation of Shared Network Asset-related costs to
exports.

3) Apply an adjusted Shared Net Fixed Assets allocator with a that affected
exports in the last few years. Assuming that exports were curtailed 20% of
the hours in the last few years, adjust export volumes to 80%”.

The Joint Submissions state (page 9): “The 50% method is aligned with the OEB’s decision on Pole
Attachment Charges.”

Attachment 1, page 3 sets out the resulting ETS rates for each of the three methodologies.

Attachment 1, pages 6-7 and 9-14 describe the Elenchus’ May 2014 cost allocation methodology.

Interrogatory:
24.2 Please provide (as a working excel model) the cost allocation model based on Elenchus May

2014 Report (as filed in EB-2014-0140).

24.3 Please explain how the 50% hybrid method is “alighed with the OEB’s decision on Pole
Attachment Charges”.
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24.4 Please provide (as a working excel model) the cost allocation models based on each of these
three methodologies outlined in the current Joint Submissions-Attachment 1 (page 2).
24.4.1 Based on each model’s results, please provide the derivation of the ETS rate set
out in Attachment 1-page 3.

Response:
Response from Elenchus:

24.1 (n/a)

24.2 The 2014 Report base model is provided as VECC-24.2 Attachment 1.

24.3 In section 2.3 of Elenchus’ report (ETS Rate Submissions, Attachment 1), it states that:

In Proceeding EB-2015-0304 dealing with Wireline Pole Attachment Charges, the OEB in
its report dated March 22, 2018 said on page 30:

“In regulatory economics and practice in most jurisdictions, it is uncontroversial that each
attacher to the network will be responsible for the direct or incremental costs that the
attachment drives. The question that the OEB must answer is how much of the common
costs of the pole network will be assigned to the incumbent power utility owners and each
party wishing to attach to ensure that a reasonable charge is established. In addition, one
must also consider the value that third party attachers obtain from leveraging an
established network that spans the entire province, (emphasis added)”

On page 33 of the report the OEB concluded that:

“For these reasons, the OEB is of the view that the hybrid equal sharing methodology is
an efficient and fair cost allocation to be applied to third party attachers (emphasis
added). As noted previously, given that Ontario’s vast network of more than 200,000 km
of low voltage distribution lines provide tremendous value to third party attachers through
an existing network, readily available for expansion, the OEB will consider moving from a
cost-based approach to a value-based approach (emphasis added) as part of the Part I
review.”
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24.4 Live excel models with each of the three methodologies are provided as Attachments 2, 3,
and 4.
24.4.1 The ETS rate is derived on tab ‘01 Revenue to cost|RR’ in each model by dividing
Hydro One’s transmission revenue requirement allocated to Export by forecast
volumes.
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1 TX COST ALLOCATION MODEL 12CP 2013 - BASE CASE

2

3 This exhibit has been filed separately in MS Excel format.
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ETS CAM 12CP 2020 (2023 RR) - MODEL
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 25

Reference:
Joint Submissions, Attachment 1, Pages 7-8
EB-2019-0082, Exhibit I-3-1, Attachment 1 (APPRO IR #1)

Preamble:
It is noted that HON filed an updated cost allocation model in the EB-2019-0082 proceeding.

Interrogatory:
25.1 Were there any changes in the methodologies used in Elenchus’ cost allocation models

prepared for EB-2014-0140 versus EB-2019-0082 with respect to: i) the functional categories
used, ii) the assignment of costs to the functional categories, iii) the split of each functional
category’s costs between Domestic, Export and Shared and iv) the allocation of Shared Costs
to Domestic versus Exports?
25.1.1 If yes, please provide a schedule setting out the differences.
25.1.2 If yes, please provide a copy (i.e., working excel model) of the cost allocation
model prepared for EB-2019-0082.

Response:
Response from Elenchus:

25.1 There were no changes in the methodologies used in Elenchus’ cost allocation models
prepared for EB-2014-0140 versus EB-2019-0082 with respect to: i) the functional categories
used, ii) the assignment of costs to the functional categories, iii) the split of each functional
category’s costs between Domestic, Export and Shared and iv) the allocation of Shared Costs
to Domestic versus Exports.

25.1.1 Not Applicable.
25.1.2 Not Applicable.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 26

Reference:
Joint Submissions, Attachment 1, Pages 11, 25-26, 29-30

Interrogatory:

26.1 Please confirm that for the current Elenchus Report and resulting cost allocation models the
only changes made to the cost allocation methodology as used in EB-2014-0140 (i.e.,
Elenchus’ 214 Report) were: i) a change in the allocation of the costs directly related to
Interties as described at pages 11 and 25-26, ii) a change in the allocation of Shared Network,
Shared Network Dual Function Line, Shared Generation Line Connection and Shared
Generation Transformation Connection costs as described on page 29, iii) a change in the
allocation of External Revenues as describe on page 29 and iv) a change in the allocation of
deferral and variance account balances as described on pages 29-30.

26.1.1 If there were any other changes in the methodology used in the current Elenchus
Report versus that used in the 2014 Elenchus Report, please outline what they
are.

Response:
Response from Elenchus:

26.1 Two additional changes are noted below.
26.1.1 The Net Fixed Assets allocator used to allocate Shared Network Asset OM&A in
the 2014 Report was based on the allocation of all net fixed assets, including
Shared, Dedicated to Domestic, and Dedicated to Interconnect (please see the
response to OEB Staff Interrogatory 9 for more details).

The allocator in the 2021 Report methodology has been revised to allocate
Shared Network Asset OM&A by Shared Net Fixed Assets, which excludes assets
that are Dedicated to Domestic and Dedicated to Interconnect. The Shared Net
Fixed Assets allocator is the 12 CP (or an adjusted 12 CP) so Shared Network Asset
OM&A is allocated on the same basis.
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The second change is the time period used for the MWh billing determinant. The
2014 Report used a 3-Year average of MWh for the billing determinant. Upon
review, Elenchus determined that the period used as the billing determinant
should correspond to the period of the coincident peak load data, so this has been
revised to the MWh of most recent year (2020).
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 27

Reference:
Joint Submissions, Attachment 1, Pages 11, 25-26

Interrogatory:
27.1 Please identify those Network assets that are considered to be dedicated to interconnect for
purposes of the current study.
27.1.1 Arethese the same assets as were identified as being dedicated to interconnect
in 2014 Report? If not, what has changed and why?

Response:
Answer from Hydro One:

27.1 The table below identifies the Network assets that are considered to be dedicated to
interconnect in the current study. The network assets that are dedicated to interconnect in
the current study are largely unchanged from the 2014 Report. The new interconnect assets
relative to the 2014 report are assets of Hydro One Sault Ste. Marie (HOSSM) which was
acquired by Hydro One since the 2014 study was conducted.
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Operation
Designation

L4D
PA301
PA302
A41T
A42T
B31L
B3N
B3N
B3N
B3N
BP76
D5A
J5D
K21wW
K22W
L33P
L34P
L51D
L51D
L51D
P21G*
P33C
PA27
PA301
PA302
Q4c
D4z
D4z
F3M
F3M
H4Z
HO9A
HIGHFAL2*
HLNGWTH1*
SK1
X2y

Section

R NP N R NR R RINR DD WRR R R R ROODRLGOD WNNRRLRINNR

[EEY
w

NN P -

From

Lambton TS #2
Beck #2 TS
Beck #2 TS

Hawthorne TS

Hawthorne TS

IPB Baudet JCT

Mid R. JCT Bunce Crk

Sun Oil Co JCT

Vidal JCT

Sarnia Scott JCT

Beck #2 TS
Cumberland JCT
Keith TS
Kenora TS
Kenora TS

St.Lawrence TS

St.Lawrence TS

Lambton TS #2

Lambton TS #2

Lambton TS #2

Mississagi TS
IPB Ottawa River JCT
Beck #2 TS
Beck #2 TS
Beck #2 TS
IPB Ottawa River JCT
Dymond TS
Nine Mile JCT
Fort Frances TS
H20 Pwr FtFrnces CGS
Otto Holden TS
Gamble H9A JCT
Anjigami TS
Anjigami TS
Forgie JCT
Chenaux JCT

To

Mid R JCT St Cl L4D
Mid R JCT Niagra 345
Mid R JCT Niagra 345

IPB Masson JCT
IPB Masson JCT
B5D-B31L SS ICT
Sun Oil Co JCT
Vidal JCT
Sarnia Scott JCT
Sarnia Scott TS
Mid R. JCT Niagara
IPB Masson JCT
McKee JCT
IPB Manitoba 230 JCT
IPB Manitoba 230 JCT
Massena JCT
Massena JCT
Mid R JCT St CI L51D
Lambton TS #2
Lambton TS #2
P21G POLE 261 ICT
Chats Falls SS
Mid R. JCT Niagara
Beck #2 TS
Beck #2 TS
Chats Falls SS
Nine Mile JCT
IPB Casey JCT
H20 Pwr FtFrnces CGS
Int'l Bdy Minn JCT
IPB La Cave JCT
IPB Masson JCT
Anjigami JCT
Anjigami JCT #2
IPB Manitoba 115 JCT
IPB Bryson JCT

Functional
Category

2 2 2222 22222 22 2222222 2222222 2222222\ 22



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 5

Schedule 27
Page 3 of 4

*Hydro One notes that the network assets that supply Hydro One Sault Ste. Marie (HOSSM) were
mistakenly included in this list. Given that these assets involve interconnections between two local
transmitters rather than two neighbouring jurisdictions, they should not be considered as dedicated
to interconnects for the purposes of the current study. However, the impact of this error on the
allocation between dedicated to interconnect and network shared assets is less than 575,000 or
0.001%, which does not materially impact the calculated ETS rates.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 28

Reference:

Joint Submissions, Attachment 1, Pages 24, 26-29
EB-2021-0110, Exhibit H-1-2

EB-2021-0110, Exhibit H-1-3

Interrogatory:
28.1 Please confirm that in the current cost allocation study: i) the definition of the functions

(i.e., Networks, Dual Function lines (Network and Line Connection portions), Generation Line
Connection and Generation Transformation Connection, Common and Other) and ii) the
assets and costs attributed to each of the functions are the same as those per HONI’s EB-
2021-0110 Application (H/1/2) for 2023.

28.1.1 If not, please explain what the differences are and why they exist.

28.2 It is noted that in HONI’s EB-2021-0110 Application (H/1/3, page 3), that assets and costs
associated with the Common and Other functions are pro-rated to the Network, Line and
Connection rate pools. For purposes of Elenchus’ ETS cost allocation study, were these costs
pro-rated to the Networks (Intertie and Shared portions), Dual Function lines (Network-
Shared and Line Connection portions), Generation Line Connection and Generation
Transformation Connection functions?

28.2.1 If yes, how was this pro-ration done?
28.2.2 If not, how were they treated in Elenchus’ ETS cost allocation study?

28.3 With respect to Attachment 1-page 28, please clarify the basis for the Net Fixed Asset
allocator used to allocate the OM&A functionalized to Networks as between Interties and
Networks-Shared?

28.3.1 If it is not based on the proportion of Net Fixed Asset values for Networks that
are assigned to Interties vs. Networks-Shared), please explain why not.

28.3.2 fitis not based on the proportion of Net Fixed Asset values for Networks that are
assigned to Interties vs. Networks-Shared), please provide an alternative ETS cost
allocation model using this approach.

Response:
Response from Hydro One:

28.1 Confirmed.
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1 28.1.1 Not applicable.
2
3 282
4 28.2.1 Asconfirmed in part 28.1, the inputs to the Elenchus cost allocation study are the
5 same as HONI's EB-2021-0110 Application (H/1/2) for 2023. That is, the revenue
6 requirement associated with Common and Other functions are prorated to the
7 remaining functional categories based on the amounts of financial values that are
8 already assigned to those functional categories. The Elenchus cost allocation
9 study uses the revenue requirement in each functional category that includes the
10 allocated Common and Other assets.
11 28.2.2 Not applicable
12
13 28.3 Network OM&A is functionalized to Interties in proportion to the Network gross fixed assets
14 that are dedicated to interties. The remaining Network assets are functionalized to
15 Networks-Shared. The Net Fixed Allocator described in Attachment 1-page 28 allocates the
16 Shared Network Asset OM&A between the Domestic and Export classes. This is based on
17 the allocation of shared assets in the Network, DFL-Network, Generation Line Connection
18 and Generation Transformation Connection functional categories, by 12CP allocator as
19 detailed on Attachment 1-page 28, Tables 11 & 12. The functionalization of HONI
20 transmission assets is described in Attachment 1-page 10, Section 3.1.
21 28.3.1 Itis not based on the proportion of Net Fixed Asset values for Networks that are
22 assigned to Interties vs. Networks-Shared)

23 28.3.2 Not applicable
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 29

Reference:
Joint Submissions, Attachment 1, Page 29

Interrogatory:
29.1 With respect to Table 13, please explain why the 50% adjustment under the Hybrid Model

results in a higher allocation to exports (8.74%) than the 20% adjustment in the Curtailment
% Model (5.64%).

Response:
Response from Elenchus:

29.1 See OEB Staff Interrogatory 16. Table 13 is incorrect as values in the Hybrid Model columns
and Curtailment % Model columns are transposed.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 30

Reference:
Joint Submissions, Attachment 1, Page 29
EB-2021-0110, Exhibit H-5-1, Page 1

Interrogatory:
30.1 In HONI’s EB-2021-0110 Application External Revenues are allocated to the Network, Line

Connection and Transformation Connection rate pools. In Elenchus’ ETS cost allocation
study is it only the External Revenues (excluding Export Revenues) allocated to the Network
rate pool in HONI’'s EB-2021-0110 Applications that are allocated between Exports and
Domestic?

30.1.1 If not, why not?

30.2 Please confirm that the Shared Net Fixed Assets allocator used to allocate External Revenues
is based on 12CP values for Exports and Domestic.
30.2.1 Does this allocator yield the same results as would be obtained with the Net Fixed
Assets assigned to Exports and Domestic were used as the basis for allocation?
30.2.2 Given the sources of the external revenues, please explain why this (i.e., 12 CP) is
the appropriate allocator.

Response:
Response from Elenchus:

30.1 Confirmed.

30.2 Confirmed.

30.2.1 An allocation based on Net Fixed Assets which included assets dedicated to
domestic and assets dedicated to interconnection would yield different results
than the proposed methodology to allocate by only shared net fixed assets. For
clarity, the “Net Fixed Assets” provided in Table 13 in ETS Rate Submissions,
Attachment 1 refers to “Shared Net Fixed Assets”.
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30.2.2 The external revenues classified as Network revenues are primarily Secondary
Land Use revenues. Network External Revenues are considered as “Shared” and
allocated on that basis because the Secondary Land Use revenues are
predominantly associated with assets, including land, that are classified as Shared
Network assets.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 31

Reference:
Joint Submissions, Attachment 1, Pages 29-30
EB-2021-0110, Exhibit H-5-1, Page 1

Interrogatory:
31.1 In HONI’s EB-2021-0110 Application the recovery of Regulatory Assets is allocated to the

Network, Line Connection and Transformation Connection rate pools. In Elenchus’ ETS cost
allocation study is it only the Regulatory Asset recoveries (excluding Export Revenue
variances) allocated to the Network rate pool in HONI’s EB-2021-0110 Application that are
allocated between Exports and Domestic?

31.1.1 If not, why not?

31.2 Given the nature of these Regulatory Asset accounts, please explain why it is appropriate to
use revenue requirement as the allocator.

Response:
Response from Elenchus:

31.1 No, the total $0.9M is allocated between Exports and Domestic.
31.1.1 The Regulatory Asset forecast used by Elenchus did not include an allocation by
Network, Line Connection, and Transformation Connection.

31.2 Due to the difficulty and effort required to functionalize Regulatory Asset accounts to
Network, Line Connection, and Transformation Connect, and further classify those balances
to shared, dedicated to domestic, or dedicated to interconnect, relative revenue
requirements are used to allocate Regulatory Assets. In Elenchus’s view, with the exception
of the Excess Export Service Revenue Variance Account, it is appropriate to use this
composite allocator as it reflects the functionalization and classification of the costs which
correspond to the regulatory assets.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 32

Reference:
Joint Submissions, Attachment 1, Page 20

Preamble:
Attachment 1 states: “Point-to-Point service can be firm or non-firm. Firm service is offered only
if the remaining transmission capacity is sufficient to provide that service”.

Interrogatory:
32.1 In contrast to firm point-to-point service, when is non-firm point-to-point service

offered/available?

Response:
Response from Elenchus:

32.1 Non-firm point-to-point service is offered when there is excess capacity within the
transmission network. Firm Service is provided for periods ranges of one day to one year and
can be scheduled the day prior to service (generally by 10:00 am). Non-Firm service can be
scheduled up to one day prior to service (generally at 2:00 pm) for periods of one hour to
one month, however, the service has a lower priority and therefore a higher chance of being
curtailed.
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1 VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 33

3 Reference:
4 Joint Submissions, Attachment 1, Pages 22-24

6 Preamble:
7 Attachment 1 states (page 23):
8

9 “The DTS functions are classified between capacity and energy. The classified
10 functions are then each divided by the energy forecast to provide the DTS rate by
11 its components. Export rates are calculated as a subset of the DTS rate
12 components, some of which are pro-rated. The export rate is comprised of 100%
13 of the energy-classified Bulk System and Regional System rates that are applicable
14 to the DTS rate, 20% of the capacity-classified Bulk System and Regional System
15 rates and 32% of the Operating Reserve rate. The export rate does not receive a
16 share of Point of Delivery, Voltage Control, or Other System Support rate
17 components.

18

19 The AESO provided the following rational for applying 20% to capacity-related
20 Bulk and Network System costs: “The 20% contribution represents a minimal
21 amount as Rate XOS includes no contract capacity or ratchet-based charges in
22 hours in which XOS 1 Hour interchange transactions are not scheduled.” The AUC
23 has accepted this methodology in subsequent tariff applications.”

24

25 Interrogatory:
26  33.1 Based on the above reference it appears that the export rate is derived from the same costs

27 as the domestic rates, with some of cost allocations being subject to adjustment.

28 33.1.1 Please comment on whether or not Elenchus considers this to be a fair
29 characterization and, if not, why not?

30

31 33.2 Elenchus has states (page 24) that it does not consider the manner that AESO sets export

32 rates to be underpinned by a cost allocation methodology. Please explain, particularly when
33 the ETS cost allocation methodologies proposed by Elenchus include adjustments for certain
34 costs being allocated to Exports and it views all of its methodologies as being cost based (per

35 page 32).
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Response:
Response from Elenchus:

33.1 Elenchus considers this to be a fair characterization.

33.2 Elenchus considers the export rates set by the AESO to be cost-based, but not underpinned
by a cost allocation methodology. A cost allocation process involves attributing shared costs
to rate classes in order to determine which costs should be recovered from those rate
classes. The costs that underpin export rates in Alberta are not removed from what is
attributed to the domestic class.

The XOS rate includes 100% of energy-classified costs and 20% of capacity-classified costs. If
the rate was based on cost allocation principles, the different shares of energy and capacity-
classified costs to be recovered from the export class would cause different impacts to the
remaining amount to be recovered from the domestic class. Export customers are paying a
higher share of energy costs than capacity costs, but this does not result in domestic
customers paying a lower share of energy costs than capacity costs. Rather than have specific
Domestic and Export classes, domestic customers receive 100% allocation of energy and
capacity-classified costs. Deriving export rates based on domestic rates that already reflect
100% of costs implies more than 100% of costs are recovered, by design, so the methodology
cannot be considered a cost allocation methodology.

In contrast to the AESO methodology, Elenchus’s proposed methodologies fully allocate
Hydro One’s Transmission revenue requirement between Domestic and Export rate classes.
Costs are allocated based on cost allocation principles which appropriately consider the costs
allocated to one class in relation to the costs allocated to the other class.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 34

Reference:
Joint Submissions, Attachment 2, Pages 5, 6, 8
Joint Submissions, Attachment 2, Appendix A, Tables 3-5

Preamble:
The Joint Submissions (Attachment 2-page 5) state:

Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the I1SO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service
definitions.

The Joint Submissions (Attachment 2-page 8) state: “Notably, there is no difference between firm
and non-firm transmission service as to rates; however, the ISO could curtail any external
transactions to maintain system reliability.”

Interrogatory:
34.1 With respect to the ISO-NE, footnote #1 in Table 1 (page 6) states that: “ISO-NE does not

distinguish between Firm and Non-Firm transactions and does not offer monthly, weekly, or
daily transmission services. It offers hourly transmission service, and this is noted in Table 1
of Section 3 of this report.”

However, at page 8 the Attachment states: “The ISO-NE tariff states rates on an annual S/kW-
Yr basis, however service can be provided on hourly and monthly terms.” Please reconcile
and clarify if the ISO-NE offers monthly transmission service. If yes, please update the
relevant tables in the Attachment accordingly.

34.2 How is the ISO-NE’s annual export tariff determined and how does it relate to the
transmission charges for domestic service (e.g. are they equivalent on a S/kW-Yr basis)?
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34.3 With respect to Attachment 2-page 8 reference in the preamble, how do circumstances
under which the ISO-NE curtails external transactions (i.e., exports) differ from those under
which Ontario’s IESO curtails exports?

34.4 If there is insufficient capacity on the transmission system to allow all of the exports seeking
service to occur, how does the ISO-NW determine which one will be scheduled?

34.5 Are ISO-NE export transactions subject to congestion payments?

34.5.1 If yes, under what conditions are such payments made and how are they
established?

34.5.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

Response:
Response from Charles River Associates:

34.1 ISO NE does not offer tariffed monthly export service. The only tariffed service is annual as
reported in Table 3 of the ETS Rate Submissions, Attachment 2. We understand that in
certain instances shorter period service can be accommodated and the price for this
transaction is the relevant weekly, hourly, or monthly price as computed from the tariffed
annual price basis. Please refer to footnote 12 of the ETS Rate Submissions, Attachment 2.

34.2 ISO-NE’s domestic service transmission charges apply to the export tariff. Please refer to
page 4 of the ETS Rate Submissions, Attachment 2 where it refers to all jurisdictions,
including ISO-NE. “In these cases, the rates for export service are designed to recover total
ATRR and there is no specific rate design step applied to encourage a particular export
market result.”

34.3 It is CRA’s understanding the ISO-NE curtails export transactions based on system reliability
conditions and on a non-discriminatory basis (See Section 3.1 of Attachment 2). CRA is not
aware of any more precise rules and operational mechanics — to the extent such exists- as to
how ISO-NE further evaluates curtailment with specific regards to external transactions.
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The following part of the response is from IESO:

For comparison, please see Market Manual 4: Market Operations Part 4.3: Real-Time Scheduling
of the Physical Markets for a list of curtailment reasons in Ontario.

Responses from CRA:
34.4 See response in 34.3 above.
34.5 No.

34.5.1 NA
34.5.2 NA
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 35

Reference:
Joint Submissions, Attachment 2, Pages 5, 6, 8-9
Joint Submissions, Attachment 2, Appendix A, Tables 3-5

Preamble:
The Joint Submissions (Attachment 2-page 5) state:

“Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the I1SO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service

definitions”.

With respect to the NYISO, the Joint Submissions (Attachment 2-page 6-Table 1) state: “The
energy-based rate for the Firm PTP service is different for each transmission company at the seam
of NYISO, and it ranges between $4.11 per MWh (Hydro-Québec) to $7.75 per MWh (PIM)”.

With respect to the NYISO, the Joint Submissions (Attachment 2, pages 8-9) state:

“As per the NYISO OATT Schedule H, the wholesale transmission service charge
(TSC) recovers each Transmission Owner’s embedded costs, as well as the
transmission component of their control area costs, and is determined separately
for each load zone. The TSC is adjusted to account for revenues from
grandfathered agreements, financial transmission rights, and congestion
payments. The net of all these quantities for each Transmission Owner is divided

by the total annual billing quantities (MWh) to give a S/MWh rate.”

Interrogatory:

35.1 With respect to the Attachment 2-page 6-Table 1 reference in the preamble, for each of the

transmission owners how does the transmission rate for export service relate to the

transmission rate for domestic service?

35.2 In order to maintain system reliability, does the NYISO curtail export transactions prior to

curtailing sales to domestic customers?
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35.2.1 Ifyes, how do circumstances under which the NYISO curtails external transactions
(i.e., exports) differ from those under which Ontario’s IESO curtails exports?

35.2.2 |If there is insufficient capacity on the transmission system to allow all of the
exports seeking service to occur, how does the NYISO determine which one will
be scheduled?

35.3 With respect to the Attachment 2-pages 8-9 reference in the preamble, please explain the
conditions under which export transactions are subject to congestion payments, how the
amounts to be paid are determined and who benefits from the revenues received.

35.4 With respect to the Attachment 2-pages 8-9 reference in the preamble, please provide
additional details regarding transmission rights, how the revenue are determined, what
benefits parties receive from purchasing such “rights” and who benefits from the revenues
received.

35.5 With respect to the Attachment 2-pages 8-9 reference in the preamble, does the wholesale
transmission charge (TSC) represent the charge for domestic transmission service (i.e., to
customers in the NYISO area)?

35.6 With respect to the Attachment 2-pages 8-9 reference in the preamble, are the revenues
from financial transmission rights and congestion payments also factored into the
determination of the charges for domestic transmission service or just factored into the
determination of the charges for export transmission service?

Response:
Response from Charles River Associates:

35.1 CRA has not studied the transmission rate for domestic service for these jurisdictions.
35.2 CRA has not studied in detail the curtailment procedures for system reliability purposes for
NYISO.
35.2.1 NA

35.2.2 See response to 35.2 above.

35.3 Of the jurisdictions it studied, CRA is not aware of any jurisdictions in which congestion
payments are levied upon export transactions.

35.4 See response to VECC Interrogatory 5, part (i).
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35.5 According to NYISO OATT Attachment H, the TSC is applicable to Transmission Service to
serve load within or exiting the New York Control Area.

35.6 Based on CRA’s understanding, for New York the revenues associated with the sale of certain
Transmission Congestion Contracts (also known as Financial Transmission Rights) are used
to offset the costs of the TSC; however, in CRA’s opinion, these costs are not “factored into”
the determination of the rate from a cost allocation or rate making perspective.!

1 NYISO OATT, Attachment H — Section 14.1.2 — Wholesale TSC formula
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 36

Reference:

Joint Submissions, Attachment 2, Pages 5, 6, 9-10

Joint Submissions Attachment 2, Appendix A, Tables 3-5

Preamble:

The Joint Submissions (Attachment 2-page 5) state:

“Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the I1SO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service
definitions”.

With respect to PJM, the Joint Submissions (Attachment 2, pages 9-10) state:

“This update also includes an annual update for zonal transmission system costs.
The regulatory rationale behind this move appears to be to lower the Border rate
so that it is more comparable to the Network Integration Service Rate charged to
PJM customers for open access to the transmission system.”

Interrogatory:

36.1 With respect to the Attachment 2-page 6-Table 1, how are the daily on-peak and off-peak

rates for PJM determined?

36.2 With respect to the Attachment 2-page 6-Table 1, how are the hourly on-peak and off-peak

charges for PJM determined?

36.3 In order to maintain system reliability, does the PJM curtail export transactions prior to

curtailing sales to domestic customers?

36.3.1

36.3.2

If yes, does this apply to both firm and non-firm service and if priority given to
firm export transactions versus non-firm export transactions?

If yes, how do circumstances under which PJM curtails external transactions (i.e.,
exports) differ from those under which Ontario’s IESO curtails exports?
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36.3.3 If there is insufficient capacity on the transmission system to allow all of the
exports seeking service to occur, how does PJM determine which one will be
scheduled?

36.4 Given that PJM’s firm and non-firm rates are the same for Annual, Monthly, Weekly and
Daily service (per Attachment 2-page 6-Table 1), what are the advantages and disadvantages
of contracting for export service under firm as opposed to non-firm rates?

36.5 With respect to PJM’s firm and non-firm export tariffs/service, which one most closely
reflects the IESO’s provision of export service in terms of scheduling and priority of service?

36.6 Are PJM'’s export transactions subject to congestion payments?
36.6.1 If yes, under what conditions are such payments made and how are they
established?
36.6.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

36.7 With respect to the Attachment 2-pages 9-10 reference in the preamble, please confirm that
intent underpinning the current design of PJM’s export transmission tariffs is that they be
comparable to transmission tariffs charge to domestic customers.

36.7.1 If not confirm, please explain the referenced quote.

Response:
Response from Charles River Associates:

36.1 The annual rate is determined as described in OEB Staff Interrogatory 20, part f. The daily
value is the annual rate converted to daily.
e Monthly Rate - S/kW-month = Annual Rate divided by 12;
e Weekly Rate - SkW-week = Annual Rate divided by 52;
e Daily On-Peak Charge - $/kW-day = Weekly Rate divided by 5;
e Daily Off-Peak Charge - $/kW- day = Weekly Rate divided by 7;
e Hourly On-Peak Rate - S/MWh = Daily On-Peak Rate / 16 hours *1000 kW/ MW;
e Hourly Off-Peak Rate - $/ MWh = Daily Off-Peak Rate / 24 hours *1000 kW/ MW.

36.2 Please see response to VECC Interrogatory 36.1.
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36.3 CRA did not study the precise curtailment procedures for system reliability regarding export
transactions for PJM.
36.3.1 NA
36.3.2 NA
36.3.3 See response to VECC Interrogatory 36.3 above.

36.4 There is no evident advantage to contracting under non-firm service for export transactions
under the circumstance where the firm service is priced equally.

36.5 See response to OEB Staff Interrogatory 23, part (f).

36.6 No, based on CRA’s understanding.
36.6.1 NA
36.6.2 NA

36.7 The cited statement from Attachment 2 refers to the fact that PJM Transmission Owner’s
filed (ER19-2015-000,001) to update, among other things, its Border Rate methodology to
move from a stated rate to an annually updated rate. The intent of the requested change
per the filing was to have the rate more closely reflect the composite average cost of service
in the PJM region since the rate does not “depend on the source or sink point.” In addition,
the filing proposed to change the denominator for the calculation of the rate from the 12-
CP sum to the sum of all Zonal Peak loads in order to apply the same denominator as used
to calculate the NITS rate!. The FERC accepted this approach in its initial order.> The
settlement (December 2021) that was approved by FERC in this proceeding did not change
the updated methodology proposed and described in this response®*. CRA has not found
any regulatory evidence to confirm that “the underpinning of the current design of PJM’s
export transmission tariffs is that they be comparable to transmission tariffs charge to
domestic customers.”

36.7.1 See the above response.

1 See PJM Transmission Owners Revisions to the PJM Interconnection, L.L.C., Open Access Transmission
Tariff, Docket No ER19-2015-000, June 11, 2019.

2 See ER19-2105-000, ER19-2105-001 “Order Accepting and Suspending Proposed Tariff Revisions, and
Establishing Hearing and Settlement Judge Procedures,” 4-8 and 61. November 5, 2019.

3 See ER19-2105-000, ER19-2105-001 “Settlement Agreement and Offer of Settlement,” October 5, 2021.
4 See ER19-2105-000, ER19-2105-001 “Presiding Judge’s Certification of Uncontested Settlement,”
December 21, 2021.
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 37

Reference:
Joint Submissions, Attachment 2, Pages 5, 6, 10
Joint Submissions, Attachment 2, Appendix A, Tables 3-5

Preamble:
The Joint Submissions (Attachment 2-page 5) state:

“Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the ISO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service
definitions”.

Interrogatory:
37.1 With respect to SPP, is ATRR short for Annual Transmission Revenue Requirement?

37.1.1 Does this mean that firm annual export service is set on a comparable basis to the
rates charged for domestic transmission service (e.g. Network Service)? If not,
please explain how it is set in relation to the rates for domestic transmission
service.

37.2 With respect to the Attachment 2-page 6-Table 1, how are the monthly, weekly, daily on-
peak and off-peak rates for SPP determined?

37.3 With respect to the Attachment 2-page 6-Table 1, how are the hourly on-peak and off-peak
non-firm charges for SPP determined?

37.4 In order to maintain system reliability, does the SPP curtail export transactions prior to
curtailing sales to domestic customers?
37.4.1 |If yes, does this apply to both firm and non-firm service and is priority given to
firm export transactions versus non-firm export transactions?
37.4.2 |If yes, how do circumstances under which the SPP curtails external transactions
(i.e., exports) differ from those under which Ontario’s IESO curtails exports?
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37.4.3 |If there is insufficient capacity on the transmission system to allow all of the
exports seeking service to occur, how does the SPP determine which one will be
scheduled?

37.5 Given that SPP’s firm and non-firm rates are the same for Annual, Monthly, Weekly and Daily
service (per Attachment 2-page 6-Table 1), what are the advantages and disadvantages of
contracting for export service under firm as opposed to non-firm rates?

37.6 With respect to SPP’s firm and non-firm export tariffs/service, which one most closely
reflects the IESO’s provision of export service in terms of scheduling and priority of service?

37.7 Are SPP’s export transactions subject to congestion payments?
37.7.1 If yes, under what conditions are such payments made and how are they
established?
37.7.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

Response:
Response from Charles River Associates:

37.1 Yes.
37.1.1 Please refer to Section 3.4 of the CRA report (ETS Rate Submissions, Attachment
2, page 10 of 24). Rates for through and out service are based on the sum of all
base zonal ATRRs and 12CP average system load.

37.2 Please see response to VECC Interrogatory 36.1.
37.3 Please see response to VECC Interrogatory 36.1.
37.4 CRA did not study the precise curtailment procedures for system reliability regarding export
transactions for SPP.
37.4.1 NA
37.4.2 NA

37.4.3 See response to VECC Interrogatory 37.4 above.

37.5 See response to VECC Interrogatory 36.4.



37.6 See response to VECC Interrogatory 36.5.

37.7 No, based on CRA’s understanding.
37.7.1 NA
37.7.2 NA
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 38

Reference:
Joint Submissions, Attachment 2, Pages 5, 6, 10
Joint Submissions, Attachment 2, Appendix A, Tables 3-5

Preamble:
The Joint Submissions (Attachment 2-page 5) state:

“Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the I1SO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service
definitions”.

The Joint Submissions (Attachment 2, page 10) state: “Firm annual billing units (MWh) are divided
into total annual transmission revenue requirements for CAISO’s high-voltage network system.
Exports are charged the resulting high-voltage transmission access charge (HV-TAC) rate (5/MWh
based) for each transaction.”

Interrogatory:
38.1 With respect to CAISO, Attachment 2-Table 1 (page 6) only shows an hourly rate for the Off-
Peak period. Does the same hourly rate also apply to the On-Peak period?
38.1.1 If not, what rate (if any) applies in the On-Peak period?

38.2 With respect to the Attachment 2-page 10 reference in the preamble, does this mean that,
for CAISO, the transmission rate for export service is set on a comparable basis to the rates
charged for domestic transmission service (e.g. Network Service)? If not, please explain how
it is set in relation to the rates for domestic transmission service.

38.3 In order to maintain system reliability, does the CAISO curtail export transactions prior to
curtailing sales to domestic customers?
38.3.1 Ifyes, how do circumstances under which the CAISO curtails external transactions
(i.e., exports) differ from those under which Ontario’s IESO curtails exports?
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38.3.2 If there is insufficient capacity on the transmission system to allow all of the
exports seeking service to occur, how does the CAISO determine which one will
be scheduled?

38.4 Are CAISO’s export transactions subject to congestion payments?
38.4.1 If yes, under what conditions are such payments made and how are they
established?
38.4.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

Response:
Response from Charles River Associates:

38.1 Based on CRA’s understanding, the same rate applies to both On Peak and Off Peak.
38.1.1 Please see response to 38.1.

38.2 No. Please see Section 3.5 of the CRA report (ETS Rate Submissions, Attachment 2, page 11
of 24) which states that CAISO uses energy-based determinants to derive its transmission
rate. Firm annual billing units (MWh) are divided into total annual transmission revenue
requirements for CAISO’s high-voltage network system. Exports are charged the resulting
high-voltage transmission access charge (HV-TAC) rate (S/MWh based) for each transaction.

38.3 CRA did not study the precise curtailment procedures for system reliability regarding export
transactions for CAISO.
38.3.1 NA
38.3.2 See response to 38.3 above.

38.4 No, based on CRA’s understanding.

38.4.1 NA
38.4.2 NA
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 39

Reference:

Joint Submissions, Attachment 2, Pages 5, 6, 11-12

Joint Submissions, Attachment 2, Appendix A, Tables 3-5
Joint Submissions, Attachment 2, Appendix C

Preamble:
The Joint Submissions (Attachment 2-page 5) state:

“Finally, CRA observes that some tariffs offer firm and non-firm export services
which are priced equally. The primary difference between firm and non-firm
services is that export transactions using the latter are the first to be recalled or
curtailed by the ISO at any time and at its discretion, for instance, when outages
reduce transfer capability. The rules that specify the circumstances under which
an ISO may recall non-firm service vary in each jurisdiction. Other jurisdictions do
not specify a firm or non-firm basis of service for exports per the tariff service
definitions”.

The Joint Submissions (Attachment 2, page 11) state: “AESQ’s export service is non-firm, fulfilled
only when sufficient capacity exists on the transmission system to accommodate the capacity
scheduled for export.”

The Joint Submissions (Attachment 2, Appendix C, page 23 of 24) state:

“Each year, the cost allocation studies are updated to reflect the Tariff year’s
forecast revenue requirement, wires costs functionalization and classification,
and forecast billing determinants. Rates XOS and XOM (specifically, levels of
dollar-based and percentage of pool price amounts) are allocated according to
their cost burden on the entire transmission system”.

Interrogatory:

39.1 With respect to the reference in the preamble to Appendix C, does this mean that the AESO’s
transmission export service rate for network interties (Rate XOS) is set on a comparable basis
to the rates charged for domestic transmission service (each is based on an allocated share
of the transmission revenue requirement according to its cost burden on the entire
transmission system)?

39.1.1 If yes, how is the cost burden for each (i.e., export vs. domestic service)
determined?
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39.1.2 If not, please explain how export transmission service rates are set in relation to
the rates for domestic transmission service.
39.2 With respect to the Attachment 2-page 11 reference in the preamble, if there is insufficient
capacity on the transmission system to allow all of the exports seeking service to occur, how
does the AESO determine which one will be scheduled?

39.3 How do circumstances under which the AESO curtails external transactions (i.e., exports)
differ from those under which Ontario’s IESO curtails exports?

39.4 Are AESQO’s export transactions subject to congestion payments?
39.4.1 If yes, under what conditions are such payments made and how are they
established?
39.4.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

Response:
Response from Charles River Associates:

39.1 No. Please refer to Section 3.6 of the CRA report (ETS Rate Submissions, Attachment 2, page
12 of 24) and to the table presented on page 24 of 24. The Rate XOS and Rate XOM are set
based upon the individual component build up from the DTS rate as shown on the table on
page 24 of 24.

39.1.1 NA
39.1.2 See response to 39.1 above.

39.2 CRA did not study the precise curtailment procedures for system reliability regarding export
transactions for AESO.

39.3 See response to 39.2 above.
39.4 No, based on CRA’s understanding.

39.4.1 NA
39.4.2 NA
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 40

Reference:
Joint Submissions, Attachment 2, Pages 6, 8-12

Preamble:

It is noted while Table 1 contains MISO’s rates for transmission export service there is not
discussion in Section 3 of Attachment 2 regarding how the rates are determined and how firm vs.
non-firm export service is scheduled.

Interrogatory:
40.1 How are MISQO’s annual, monthly, weekly, daily and hourly rates for export transmission
service determined?

40.2 Are the rates for firm export transmission service set on a comparable basis to the rates
charged for domestic transmission service (e.g. Network Service)?
40.2.1 If not, please explain how it is set in relation to the rates for domestic
transmission service.

40.3 In order to maintain system reliability, does the MISO curtail export transactions prior to
curtailing sales to domestic customers?
40.3.1 Does this apply to both firm and non-firm service and is priority given to firm
export transactions versus non-firm export transactions?

40.4 Are MISQO’s export transactions subject to congestion payments?
40.4.1 If yes, under what conditions are such payments made and how are they
established?
40.4.2 If yes, who benefits from the congestion payment revenues and how? In
particular, are any of the revenues received factored into the determination of
the export transmission tariff and, if so how?

Response:
Response from Charles River Associates:

40.1 MISQO’s export service is offered under Schedule 7 Long Term and Short Term Point to Point
Service and Schedule 8, Non-Firm Point to Point Service. The rates stated in the Jurisdictional
Review are for MISO Drive-Through and Out Service subject to those tariff schedules. The
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1 Drive Through and Out rate is calculated as a single system-wide rate and applicable to
2 transactions where the generation source is located within the Transmission System Region
3 and the load is located outside of the Transmission System Region; or both the generation
4 source and load are located outside of the Transmission System Region.! The annual rate is
5 determined by dividing the system wide 12 coincident peak into the system wide ATRR.?
6 Please refer to VECC Interrogatory 36.1 for derivation of how monthly, weekly, daily and
7 hourly rates are derived from the annual rate.

9  40.2 No. Rates are set based upon the zonal ATRR for each transmission owner divided by 12 CP.

10 See MISO Tariff, Attachment 0,3 Schedules 7 (Section (2)) and Schedule 8 (Section (2)).
11 Export transactions are subject to a single system-wide rate as described in response to 40.1.
12 40.2.1 See response to 40.2 above.

13
14 40.3 CRA did not study the precise curtailment procedures for system reliability regarding export

15 transactions for MISO.

16 40.3.1 See response to 40.3 above.
17

18 40.4 No, based on CRA’s understanding.

19 40.4.1 NA

20 40.4.2 NA

1See Schedules 7, Section 2 and Schedule 8, Section 2 of the MISO tariff.

2 See MISO Attachment O Rate Formula pages 1 and 2:
https://docs.misoenergy.org/legalcontent/Attachment O - Rate Formulae.pdf

3 https://docs.misoenergy.org/legalcontent/Attachment O - Rate Formulae.pdf
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VULNERABLE ENERGY CONSUMERS COALITION INTERROGATORY - 41

Reference:
Joint Submissions, Attachment 2, Appendix B

Interrogatory:

41.1 Itis noted that Appendix B does not contain tables for the IESO, CAISO and the AESO setting
out the Ancillary and Other Charges applicable to ETS transactions. Please provide similar
tables for these three jurisdictions.

41.2 With respect to Appendix B-Table 11, please explain why the weekly charges are higher than
the annual or monthly charges.

41.3 With respect to Appendix B-Table 11, please explain why the daily firm charges are higher
than the annual or monthly charges.

41.4 With respect to Appendix B-Table 11, there are two set of daily non-firm charges, which are
different. Please explain the differences.

41.5 Please provide table similar to Attachment 2-Table 1, that compares (in Canadian dollars)
the total Ancillary and Other Charges for each of the jurisdictions versus those for the IESO.

Response:
Response from Charles River Associates:

41.1 See ETS Rate Submissions, Attachment 2, Appendix C for AESO and the response to OEB Staff
Interrogatory 32, part (a) for IESO. CRA’s survey of the CAISO tariffs did not identify any
Ancillary and Other Charges applicable to ETS transactions similarly with the 2012 CRA
report.

41.2 The units for weekly and daily service were incorrectly stated as “per KW” reserved instead
of “per MW" reserved in the filed Table 11. Please see below for Errata Appendix B, Table
11.
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Item

System Control
Service

Voltage Control
Service

Frequency
Control Service

Energy
Imbalance

Energy
Imbalance

OR - Spinning
Reserve

OR —Non-
Spinning Reserve

Total Charges

Annual per
kW reserved

0.31

0.31

Monthly per
kW reserved

Currently this is not a separate rate and is included in transmission charge.

0.03

0.03

TransEnergie

Weekly per

MW
reserved

5.96

5.96

Daily Firm per

MW reserved

1.19

1.19

Daily Non-Firm
per MW
reserved

0.85

0.85

Hourly Non-
Firm per MW
reserved

0.04

0.04

Imbalance service charges are calculated and applied based on conditions in neighboring markets at time of service.

1.15

0.57

2.34

0.10

0.05

0.21

22.12

10.96

45.00

4.42

2.19

8.99

3.15

1.56

6.41

0.13

0.07

0.28

Source

Schedule 1

Schedule 2

Schedule 3

Schedule 4

Schedule 5

Schedule 6

Schedule 7
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41.3 Please refer to updated table provided in 41.2.

41.4 Per the updated table provided in 41.2, the second set of daily non-firm charges applies to
hourly non-firm.

41.5 See response to OEB Staff Interrogatory 33, part (a) for the comparison of
Uplift/Administrative charges in Canadian dollars between different jurisdictions.
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NAREN PATTANI INTERROGATORY - 01

Reference:
Attachment 1, Cost Allocation Methodology (Elenchus Report), Section 6

Interrogatory:

Please provide the following clarifications about cost components that are included in the “Shared
Network asset-related costs” (as defined and used in the reference) which are used in the three
options for ETS Rate presented in the report:

a) What are the criteria for classifying a Network Pool asset as a “Shared Network Asset”? What
is the fraction (%) of total Network Pool assets that are classified “Shared Network Assets” (by
measure of Net Book Value of assets, or whatever other unit of measurement used in the
methodology)?

b) Are the following cost components included in the “Shared Network asset-related costs”:
Depreciation, OM&A, Interest Charges, Return on Equity? If any of these components are not
included (that is, no cost is included) in “Shared Network asset-related costs”, what is the
rationale for that?

c¢) What is the proportion of “Shared Network asset-related costs” as a fraction (%) of the total
Network Pool Revenue Requirement?

Response:
Response from Hydro One:

a) A Network Pool asset that is not dedicated to interconnect is a “Shared Network Asset”. 94%
of total Network Pool assets are classified as “Shared Network Assets” (by measure of Gross
Book Value).

Responses from Elenchus:

b) Asset-related costs refers the costs associated with rate base, which are depreciation,
interest charges (return on debt), return on equity, plus income taxes on the return on debt
and equity. Shared network OM&A is included in the revenue requirement but is not
included within “asset-related” costs.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 6

Schedule 1

Page 2 of 2

c) Shared Network asset-related costs comprise 44.3% of the total Network Pool Revenue
Requirement, and 60.6% of the total asset-related revenue requirement.
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Attachment 1, Elenchus Report, Section 6, Table 15
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In your opinion, is the overall methodology sufficiently robust, and is it objective enough so that,

in future, given components of (approved) Network Revenue Requirement and historic demand

data, the ETS Rate can be reset (i.e., recalculated) without any other subjective decision

being required?

Response:
Response from Elenchus:

Yes, Elenchus is of the view that if the OEB decides that Shared Network costs should be allocated
to exporters, the proposed Elenchus’ methodology is robust and objective enough, so that future

ETS rates can be reset with updated data.
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NAREN PATTANI INTERROGATORY - 03

Reference:

Attachment 2, Jurisdictional Review of ETS (CRA Report)
Appendix A, (Expanded Summary of ETS Rates)
Appendix B, (Rate Adders)

Interrogatory:
To summarize the Jurisdictional Review:

a)

b)

Is there any jurisdiction that has No (i.e. “zero”) regulated export transmission network
charge(s), such as OATT! or ETS Rate or equivalent, for exports out of the state or province?
If yes, please provide reference.

Is there any jurisdiction where regulated export transmission network charges have been
reduced specifically because of consideration of energy market attributes or costs (such as
congestion management, transmission losses, or other market service costs equivalent to
Ontario’s Uplift) incurred by export participants? If yes, please provide brief explanation.

Response:
Response from Charles River Associates:

a)

b)

CRA is not aware of any jurisdiction that have a “zero” regulated export transmission network
charge(s) such as the OATT or ETS equivalent, for export out of state or province. CRA notes
that Memoranda of Understanding (“MOU”) exist for zero rate pricing of transfer power
between ISO-NE and NYISO (See ETS Rate Submissions, Attachment 2, pages 9-10 of 24
(Sections 3.1 and 3.2).

CRA has not identified any jurisdiction where regulated export transmission network charges
have been reduced specifically because of consideration of energy market attributes or costs
(such as congestion management, transmission losses, or other market service costs
equivalent to Ontario’s Uplift) incurred by export participants.

1 OATT: Open Access Transmission Tariff applicable under FERC rules in USA as per various references in
Attachment 2.
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NAREN PATTANI INTERROGATORY - 04

Reference:
Attachment 2, CRA Report, Table 5, Appendices A, B
Attachment 3, Market Implications, Section 5

Preamble:

Section 5 (2nd paragraph) of IESO’s Attachment 3, while commenting on the CRA Report
(Attachment 2), suggests that it is important to consider other factors when comparing ETS in
other jurisdictions, and the subsequent paragraph states that the ETS is just one component
(Intertie Congestion Pricing and Uplift! being others).

Appendix B of the CRA Report summarizes Rate Adders such as Ancillary Services and other
operating costs in non-Ontario jurisdictions, but it does not cover the matter of how the cost of
transmission losses and congestion are collected. These are also implications that need to be
considered in the Jurisdictional Review for exports tariffs to address IESO’s comments.

Interrogatory:
In order to summarize if, and how, factors other than regulated Export Tariff Rates are considered
in other jurisdictions, please provide brief clarifications noted below.

a) Please confirm that the Rate Adders in Appendix B of Attachment 2 are in addition to Export
Transmission Rates shown in Appendix A of the attachment.

b) Please confirm that in American jurisdictions covered by the CRA Report, Exports as well as
loads pay for energy on the basis of Locational Marginal Pricing? (LMP) which also includes
cost of congestion and losses. Thus, please confirm that, while the Rate Adders in Appendix B
do not include cost of congestion and losses, these costs are implicitly included in the energy
prices in LMP markets, including at their interties.

1 Uplift recovers operating costs within Ontario such as transmission losses, congestion management,
Ancillary Services, etc. See: https://www.ieso.ca/en/Sector- Participants/Settlements/Guide-to-Wholesale-
Electricity-Charges

2 https://www.iso-ne.com/participate/support/fag/Imp.
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c)

Please confirm that Hydro Quebec, another jurisdiction included in Appendix B, also requires
payments associated with losses and congestion as per Hydro Quebec’s Open Access
Transmission Tariff3,%.

Response:
Response from Charles River Associates:

a)

b)

CRA confirms that the Rate Adders in Appendix B of Attachment 2 are in addition to Export
Transmission Rates shown in Appendix A of the attachment.

CRA confirms that in American jurisdictions covered by the CRA Report, Exports as well as
loads pay for energy on the basis of Locational Marginal Pricing (LMP) which also includes cost
of congestion and losses. The Rate Adders in Appendix B do not directly recover cost of
congestion and losses.

Please refer to Hydro Quebec Open Access Transmission Tariff (“HQ OATT”) Sections 15.7-
Transmission Losses and 28.5 — Transmission Losses). Transmission customers are
responsible for replacing losses associated with Transmission Service and the current loss
factor is 5.4% of the maximum hourly transfer as measured at the point of delivery. Please
refer to the HQ OATT Sections 27 — Compensation for Network Upgrade and Redispatch Costs
and 33.3 — Load Shedding and Curtailments for any procedures related to congestion
management. These tariff citations confirm that transmission customers (Firm Point to Point)
are required to pay redispatch costs or upgrade costs.

3 http://www.oasis.oati.com/HQT/HQTdocs/Tariff_ HQT_2017-05-03_en.pdf
4 http://www.regie-energie.qc.ca/en/consommateur/Tarifs_CondServ/HQT_Tarifs2017.pdf
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NAREN PATTANI INTERROGATORY - 05

Reference:

Attachment 3, Market Implications

Interrogatory:
For IESO:

Please provide following overview data for the year 2020 (the most recent year in Attachment 3)

to give perspective about Ontario’s exports:

a)

b)

c)

d)

e)

f)

g)

What was the total energy (TWh) consumed by Ontario loads?
What was the total energy (TWh) (i) exported from Ontario; and (ii) imported into Ontario?

How much of the energy exported from Ontario was linked! to Imports (that is, it was
designated a “Wheel Through” transaction from one jurisdiction neighbouring Ontario to
another jurisdiction)?

What was the weighted average price of energy ($/Mhr) paid by consumers in Ontario, with
and without Global Adjustment? (If the universal weighted average price for all Ontario loads
cannot be readily calculated, please provide separately (i) the weighted Hourly Ontario Energy
Price (HOEP) that was charged to local distribution companies (LDCs) and non-dispatchable
loads, and (ii) weighted average Market Clearing Price (MCP) paid by dispatchable loads.

What was the weighted average energy Price ($/Mhr) paid by Exports? (Depending on data
that is readily available, this may be calculated either as weighted average of Hourly Market
Clearing Price at Export Zones, or as “total energy charges recovered from Exports divided by
total Export energy” paid through the Ontario market).

What was (a) Minimum Export Demand (MW) (b) Maximum Export Demand (MW) and (c)
Average Export Demand (MW) in 20207

For how many hours of the year were Exports (i) more than 0 MW, (ii) more than 1,000 MW;
and (ii) more than 2,000 MW?

1 page 4 of IESO Training Manual “Introduction to Interjurisdictional Energy Trading” dated January 2014.
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h)

With respect to exports on the Ontario-New York Intertie and the Ontario-Michigan Intertie
(these being the predominant export ties), for how long, in terms of hours or percent of the
year, was there Intertie congestion on (i) only one of these Interties; and (ii) both interties?

Response:
Response from IESO:

a)

b)

d)

8)

h)

Ontario demand in 2020 was 132.2 TWh?2.

Please see Figure 1 — Annual Ontario Imports and Exports in Attachment 1 of OEB Staff
Interrogatory 1.

Please see Table 2 — Ontario Export Volumes Considering Wheel-Throughs in Attachment 1 of

OEB Staff Interrogatory 1.

i. Atable of the weighted average HOEP prices, updated on a monthly basis is available on
the IESO’s website here: https://www.ieso.ca/en/Power-Data/Price-Overview/Hourly-

Ontario-Energy-Price. For Global Adjustment, a breakdown of actual Global Adjustment

components is available on the IESO’s website here: https://www.ieso.ca/en/Sector-

Participants/Settlements/Global-Adjustment-Components-and-Costs.

ii. The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.

Please see d(i) above. Please note that exporters are not subject to Global Adjustment
charges.

Please see Table 18 — Export Demand in 2020 in Attachment 1 of OEB Staff Interrogatory 1.
Please see f) above.

Please see Table 17 - Number of hours where ICP was collected on both the Michigan and
New York interties in Attachment 1 of OEB Staff Interrogatory 1.


https://www.ieso.ca/en/Power-Data/Price-Overview/Hourly-Ontario-Energy-Price.
https://www.ieso.ca/en/Power-Data/Price-Overview/Hourly-Ontario-Energy-Price.
https://www.ieso.ca/en/Sector-Participants/Settlements/Global-Adjustment-Components-and-Costs.
https://www.ieso.ca/en/Sector-Participants/Settlements/Global-Adjustment-Components-and-Costs.
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NAREN PATTANI INTERROGATORY - 06

Reference:
EB-2021-0243, ETS Rate Submission, Page 12, Line 19-20
ETS Rate Submission, Attachment 3, Market Implications: Intertie Congestion Pricing

Preamble:

IESO’s Inter-Jurisdictional Trading® algorithm manages bids and offers for exports and imports,
respectively, across Interties with neighbouring jurisdictions. The IESO market collects Intertie
Congestion? Pricing (ICP) charges from successful interjurisdictional transaction(s) that are
allowed to take place on congested Intertie(s) by IESO’s dispatch algorithm. For a successful
Export on a congested Intertie, these charges are determined by the difference in energy market
clearing price between the Ontario zone (figuratively, the price on the Ontario side of the Intertie)
and the Export Node of the congested Intertie. To inform the current proceeding, it would be
helpful to confirm if there are indeed situation(s) when exports would not have pay any ICP
charges.

Interrogatory:
For IESO:

a) Do Exports attract any Intertie Congestion Pricing (ICP) charge if they take place through
intertie(s) that do not experience congestion at the time of transaction?

b) If Exports do not attract ICP Charge when there is no congestion, what fraction (percentage)
of total Exports in 2020 did not attract ICP charge because there was no congestion on the
respective intertie(s)?

c¢) What fraction of Wheel Through transactions in 2020 (i.e Export that was designated as a
linked transaction from one jurisdiction neighbouring Ontario to another jurisdiction) did not
attract ICP charge on the Export side because there was no congestion on intertie(s)?

1 Section 4 of IESO Training Manual “Interjurisdictional Energy Trading” dated January 2014.

2 Intertie Congestion manifests when the power flow requested by importers/exporters across an Intertie
is more than the capability of the Intertie. In this case, IESO’s dispatch algorithm determines which
transactions can be consummated (successful), and which cannot take place so that the Intertie capacity
limit is respected.
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Response:
Response from IESO:

a) |ICPis only applicable during times of congestion.

b) Please see Table 21 — Congested MWs on Export Interties in Attachment 1 of OEB Staff
Interrogatory 1.

¢} The requested analysis would be onerous to produce and it is unclear the value it would
provide in determining the issues in this proceeding.
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NAREN PATTANI INTERROGATORY - 07

Reference:

Attachment 3, Market Implications, Table 1, Congestion Rents
Attachment 3, Market Implications, Table 2, TRCA Historical Flows
IESO’s Planning Outlook, December 2021

Preamble:

Table 1 indicates that Congestion Rents on Exports, also called ICP Charges, have decreased from
$ 208 million to $ 99 million between 2017 and 2020. Table 2 indicates that disbursements from
the Transmission Rights (TR) Clearing Account (TRCA), which also includes consideration of import
congestion and the TR Auction?, have reduced from $ 173 to $ 118 million in the same time frame.

IESO’s Planning Outlook, December 2021, indicates on Page 5 that there is “potential for
considerable change through the 2020s and early 2030s due to the combined effect of nuclear
retirements, ongoing nuclear refurbishment outages, and expiring supply contracts and
commitments” and that “with the pandemic recovery well underway, the IESO’s forecasts show
steady average growth of about 1.7 per cent a year”. It also indicates on Page 6 that “potential
energy shortfalls are forecast to begin in 2026 and grow substantially ...”. (The Planning Outlook
also indicates, on Page 47, that (Ministry of) “ENERGY has asked the IESO to enter into contract
negotiations with ITC on the Lake Erie Connector project which would establish a new 1,000 MW
high voltage bi-directional underwater transmission intertie”).

Interrogatory:
For IESO:

In view of the medium-and-long-term forecast of decrease in supply sources and the forecast of
moderately increasing load in Ontario:

a) Is it conceivable that the Congestion Rents (ICP Charges) for Exports may decrease in the
medium and/or long term?

L1ESO Training: Transmission Rights Workbook, September 2020
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b) Is it conceivable that the existing 6,020 MW export capacity?, bulk of which is along the
southern border with the US, (with possible addition of 1,000 MW capacity), may in future be
generally sufficient to meet export requirements most of the time so that the Congestion
Rents and TRCA with respect to Exports may approach zero (“nil”) irrespective of whether the
ETS Rate stays the same or is increased to be on the order of $ 2 to $ 5 per MWhr?

Response:
Response from IESO:

a) Please see the response to OEB Staff Interrogatory 34 k).

b) The IESO operates a competitive wholesale electricity market that transacts over the interties
on an hourly basis. Conditions (supply mix, outages, weather, etc.) are constantly changing
between Ontario and its neighbouring jurisdictions creating temporal price differences that
traders will compete for and create ICP on. As long as there are arbitrage opportunities for
traders to pursue and sufficient competition on the interties, ICP is likely to be generated.

2 HONI Exhibit EB-2021-0110, Page 9, Line 1 to 2, shows the existing export capacity.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 6

Schedule 8

Page 1 of 2

NAREN PATTANI INTERROGATORY - 08

Reference:
Attachment 3, Market Implications of Exports, Page 8

Interrogatory:
For IESO:

Are Operational Benefits identified with respect to Ancillary Services, Regional Reliability,
Emergency Events, & System Flexibility because of the existence of the heritage interconnection
facilities, or are they because exports are taking place?

If these benefits are because of the physical interconnection facilities, please explain the rationale
behind characterizing the operational benefits above as due to intertie trading? Is the matter of
operational benefits, as articulated in the referenced report, relevant to the setting of the ETS
Rate?

Response:
Response from IESO:

The operational benefits identified by the IESO on page 9 of the IESO's ETS Rate Submission,
Attachment 3 were attributed to intertie trading and not all were attributed to exports. The IESO
procures certain ancillary services through intertie imports. However, exports from Ontario do
support greater regional reliability and mitigation of emergency events as well as support system
flexibility needs, such as surplus baseload generation mitigation.

In terms of relevance to setting the ETS rate, the IESO has noted that the ETS rate can be a barrier
to otherwise economic transactions and for example, could stop an export from occurring that
could help relieve surplus baseload generation conditions.
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NAREN PATTANI INTERROGATORY - 09

Reference:
Attachment 3, Market Implications, Table 1, Page 9
Attachment 3, Market Implications, Page 14, IESO’s Planning Outlook, December 2022

Preamble:

With respect to the Avoided System Costs noted in Table 1 and in the last paragraph of Page 14,
exports indeed help absorb surplus baseload (and renewable) generation when it exists. The
Avoided System Costs shown in the Table 1 (with footnote “13”) are laudatory and they are
(presumably) the value of total surplus baseload generation sold; that is, they are the absolute
value of energy cost recovered by surplus baseload generation that is sold in the Export market.

For the purpose of the current proceeding, it is of interest to determine how much, if any, of the
surplus baseload generation would be expected to remain unsold if the ETS Rate were to increase
from $ 1.85 to the order of, for example, S 2 to S 5 per MWhr.

The Market Rules enable generators to manage surplus baseload generation by submitting lower
prices for generation offers? so that they may get scheduled to meet the total demand including
exports; alternatively, generators may register as self-scheduling and intermittent generators if
they wish to be “price takers”. All generators that are scheduled, including those that may have
offered lower prices for assurance of being scheduled and those that choose to be “price takers”,
get paid the Market Clearing Price which is determined by the highest generation offer price
accepted by the IESO to meet the total demand (including Exports and Domestic Demand).

Interrogatory:
For IESO:

a) Given the facility to manage surplus baseload generation by submitting lower offer prices in
the energy market or by being “price takers” (with such generation also then being paid at
the highest offer rate of all generation accepted for dispatch), how much will the relative
utilization of surplus baseload generation be impacted if the ETS Rate were to be of the order
of $2to $ 5 per MWhr compared to $ 1.85 per MWhr today?

1 Section 3 of IESO Training Manual “Introduction to Ontario’s Physical Markets” dated February 2014.
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b) Inview of the medium-and-long-term forecast of decrease in supply sources and moderately
increasing load in Ontario (refer to Interrogatory #7 above), is it conceivable that the issue of
surplus baseload generation may ebb over the next few years?

Response:
Response from IESO:

a) The IESO does not predict future market and system conditions and therefore surplus
baseload generation cannot be calculated for higher ETS rates.

b) The amount of surplus will depend both on Ontario's supply mix and market conditions
prevailing at the time. It is conceivable that surplus baseload generation conditions may be
reduced, or increased depending on these factors.



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 6

Schedule 10
Page 1 of 2

NAREN PATTANI INTERROGATORY - 10

Reference:
Attachment 3, Uplift on Table 1, Page 8, Page 10, 2nd bullet, Page 14, 2nd last bullet

Preamble:

The references to Uplift! in Attachment 3 need some clarification with respect to whether
payment of Uplift by Exports can be considered a benefit to Ontario consumers. This clarification
is attempted below.

It is necessary to distinguish between grid congestion? management costs included in the Uplift,
on one hand, and the ICP Charges? payable by Exports if and when there is Intertie congestion®.
The Uplift costs collected by IESO includes, among other operating costs, the grid congestion
management costs that are not related to, nor included in, the ICP Charges. The ICP Charges
payable by Exports are determined solely by the difference in energy market clearing price
between the Ontario zone (figuratively, the price on the Ontario side of the Intertie) and the
Export Node of the congested Intertie. The ICP charge is not based on, nor is it determined by,
grid congestion costs or any other component of Uplift costs that occur upstream from the
Intertie, irrespective of how the export power has been conveyed to the Intertie from a (remote)
Ontario generator or from import at the other end of the province.

Suppose the Grid is operating with exports taking place, for example, across Ontario-New York
and/or Ontario-Michigan borders. Under such scenario, whether or not there is congestion on the
Intertie(s):

e If there is grid congestion upstream of the border (for example on transmission lines
between Sudbury and Toronto areas and/or transmission lines between London and
Chatham areas), and if that congestion is managed by rescheduling generation within
Ontario, the increased cost for generation rescheduling to serve loads and Exports is
included in the Uplift.

L https://www.ieso.ca/en/Sector-Participants/Settlements/Guide-to-Wholesale-Electricity-Charges

2 Grid congestion management is sometimes required upstream of the Interties. It manifests because, with
economic dispatch of generation and imports, power flows to domestic loads and exports would sometimes
result in one or more circuits being overloaded. In such cases, IESO’s operators would astutely redispatch
generation within the province to eliminate such overloads. This redispatch results in increased costs that
is collected through Uplift.

3 Section 4 of IESO Training “Interjurisdictional Energy Trading”

4 Footnote 8 for Interrogatory #6 explains Intertie Congestion.
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e If there is a need for Ancillary Services such as reactive power to support voltage in
southern Ontario or for additional spinning and operating reserves in Ontario, the
increased cost for such Ancillary Services to support power transfer to loads and Exports
is included in the Uplift.

e As for grid congestion costs and Ancillary Services costs (as described above), the Uplift
includes the cost of transmission network losses incurred while power is being
transported from generation/imports to both export nodes and domestic loads.

Interrogatory:
For IESO:

If the Uplift charges recover operating and market service costs (including transmission losses,
grid congestion, Ancillary Services, among others) to deliver power to the Export nodes as well as
for supplying Ontario load, and if Exports then have to pay Uplift charges as per Market Rules
which allocate respective Uplift costs between Domestic Loads and Exports, then please explain
the rationale behind labelling “Uplift collected from Exports” as an “Economic Benefit of Exports”
on Page 9, rather than considering these Uplift costs paid by Exports as the allocated share of
Uplift costs due to Exports?

Response:
Response from IESO:

The IESO acknowledges that some portion of the total uplift charges collected from exports offset
some out-of-market costs caused by the export but exporters are also sharing in many of the
system costs that would have still been incurred but otherwise borne solely by domestic
consumers. For example, the IESO meets regulatory requirements to carry specific amounts of
ancillary services - charges for Operating Reserve, blackstart, regulation would be incurred
regardless of exporters.
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NAREN PATTANI INTERROGATORY - 11

Reference:
Attachment 3, Market Implications of Exports

Preamble:

The context of this or any other interrogatory is not at all to suggest that exports should be
discouraged. Indeed, there is no question, nor any doubt, that Ontario should have fair and
efficient rules and regulatory mechanisms for electricity exports to take place.

An analysis of market implications of exports on Ontario consumers, such as that shown in
Attachment 3, would be more complete if some consideration is included about the impact of
exports on energy prices for Ontario consumers. A detailed objective assessment of such an
impact, for example by analysing IESO’s market data from past few years, would be onerous and
may require considerable resources. At this time, for efficiency, it would be instructive and
relatively easy to obtain a cursory, yet objective, understanding of the relationship between
exports and energy prices by examining a snapshot of IESO’s data.

Interrogatory:
For IESO:

For the 12 hours (7 AM to 7 PM) of any midweek working day in February 2020 and in August
2020, please provide the following data from actual generation/imports offers and demand based
on data in the IESO market:

a) Hourly Ontario Demand (MW)

b) Hourly Export Demand (MW)

c) Hourly Ontario Energy Price (HOEP) ($/Mhr), excluding Global Adjustment, during the hour.

d) An estimate, based on the actual Stacking Order of Generation Offers and Total Demand, of
what the HOEP would have been if the exports were lesser by 1,000 MW during the hour.

(If IESO does not have this historical data, please provide similar data for 12 hours of any
weekday going forward (that is, using the actual generation offers and demand data on any
weekday going forward from now)).
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Response:
Response from IESO for a), b), c), d):

The requested analysis would be onerous to produce and it is unclear the value it would provide
in determining the issues in this proceeding.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 01

Reference:
Submissions on the ETS Rate, Attachment 3, Page 12

Preamble:

The IESO states it expects that any increase in revenue resulting from a higher ETS would be offset
by an equivalent reduction in revenue from the ICP, which in turn will decrease the amount that
is disbursed from the TRCA to Ontario consumers. The ICP and ETS have an offsetting relationship
such that an increase in the ETS will lead to a proportionate decrease in the ICP. This offsetting
relationships means that, assuming the quantity of exports remains constant, the overall value
that Ontario ratepayers derive from exports would remain unchanged even if the ETS rate is
increased.

The 2021 Elenchus Report presents three ETS rate options based on different cost allocation
methodologies ($6.54/MWh, $3.66/MWh, and $5.42/MWh respectively), which represents a
significant increase over the approved 2020 ETS rate of $1.85/MWh.

Interrogatory:
a) Please explain the rationale behind the IESO’s expectations that there is a linear 1:1

relationship between ETS and ICP such that an increase in the ETS will lead to a
proportionate decrease in the ICP.

b) Please provide further details/analysis/modelling to explain the forecast
relationship between the ICP and ETS.

c) Please provide the percentage of ICP revenue that is provided to TR holders separated into
imports and exports.

Response:
Response from IESO:

a) Please see response to OEB Staff Interrogatory 36 a).

b) Please see response to VECC Interrogatory 8.1, VECC Interrogatory 8.2, and SEC Interrogatory
7 b).
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¢) Please see Table 5 — TRCA Disbursements Between Loads and Exporters in Attachment 1 of
OEB Staff Interrogatory 1.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 02

Reference:
Submissions on the ETS Rate, Attachment 3, Page 8, Table 1
Submissions on the ETS Rate, Attachment 3, Page 3

Interrogatory:
The 2021 Elenchus Report presents three ETS rate options based on different cost location

methodologies ($6.54/MWh, $3.66/MWh, and $5.42/MWh respectively).

a)

b)

c)

d)

e)

Please provide a forecast of the annual ICP and TRCA disbursements for the next five years
including a detailed analysis of any changes based on the ETS rate increasing to a fixed charge
of $3.66/MWHh.

Please provide a forecast of the annual ICP and TRCA disbursements for the next five years
including a detailed analysis of any changes based on the ETS rate increasing to a fixed charge
of $5.42/MWh.

Please provide a forecast of the annual avoided system costs for the resulting export volume
decreases including a detailed analysis of any changes based on the ETS rate increasing to a
fixed charge of $3.66/MWh.

Please provide a forecast of the annual avoided system costs for the resulting export volume
decreases including a detailed analysis of any changes based on the ETS rate increasing to a
fixed charge of $5.42/MWh.

Please provide a forecast of the annual avoided system costs for the resulting export volume
decreases including a detailed analysis of any changes based on the ETS rate increasing to a
fixed charge of $6.54/MWh.

Response:
Response from IESO:

a)

The IESO does not predict future market and system conditions and therefore the annual ICP
and TRCA disbursements, export volumes and avoided costs cannot be calculated for higher
ETS rates.
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b)

d)

e)

See a) above. As noted in the IESQO’s ETS Rate Submission, even a relatively small increase in
the ETS rate beyond the historical range of $1-2/MWh could have a material impact on heavily
traded interties where price margins are already small. The 2012 CRA analysis demonstrates
that in one case increasing the ETS rate from $0 to $5.80/MWh would cause a 50% reduction
in export volumes (expressed as a percentage of status quo volumes).

Please see a) and b) above.
Please see a) and b) above.

Please see a) and b) above.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 03

Reference:
Submissions on the ETS Rate, Attachment 3, Page 2

Preamble:

The IESO states any adjustments of the ETS rate needs to consider market design changes. Market
design changes since 2015 provide greater certainty on how Transmission Rights Clearing Account
(TRCA) funds are disbursed. ICP revenues are now distributed on a semi-annual basis. The IESO
also improved the design of the Transmission Rights market to increase the amount of revenues
available to be disbursed and change the proportion of the distribution to return almost all
available funds to domestic consumers.

Interrogatory:
Please provide the amount of transmission rights clearing account (TRCA) disbursements returned

on an annual basis to domestic customers that are attributed separately to exports and to
imports.

Response:
Response from IESO:

Please see Table 5 - TRCA Disbursements Between Loads and Exporters in Attachment 1 of OEB
Staff Interrogatory 1.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 04

Reference:
Staff 37 (b)

Preamble:

OEB Staff asks if the ETS is reduced to SO/MWh, what assurances are there that the ICP would be
at a minimum of $1.85/MWh for every hour at every intertie in Ontario?

Interrogatory:
Please provide the response separating out the impact on the ICP for imports and exports.

Response:
Response from IESO:

Please see the response OEB Staff Interrogatory 37 b).
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 05

Reference:
Submissions on the ETS Rate, Attachment 3, Page 10, Table 2

Preamble:

The IESO states that TRs are a financial contract that entitle their holder to a share of the ICP
revenue. The IESO pays the TR holders from the ICP revenues. Revenues from the TR auction plus
any residual ICP revenues after payments to TR holders are disbursed, subject to a TRCA balance
threshold, to domestic consumers and exporters to offset transmission costs. In 2020,
approximately $118 million was paid out in disbursements in 2020. The footnote to Table 2
indicates congestion rents are received from both export and import.

Interrogatory:
Please provide the share and amount of the ICP provided to TR holders separated between

imports and exports.

Response:
Response from IESO:

Please see Table 26 - TR Auction Revenues Broken Down by Import and Export in Attachment 1
of OEB Staff Interrogatory 1.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 06

Reference:
Submissions on the ETS Rate, Attachment 3, Table 2
Submissions on the ETS Rate, Attachment 3, Pages 10-11

Preamble:

The IESO states that it pays the TR holders from the ICP revenues. Revenues from the TR auction
plus any residual ICP revenues after payments to TR holders are disbursed, subject to a TRCA
balance threshold, to domestic consumers and exporters to offset transmission costs. TRCA
disbursements have steadily declined from $188 million in 2018 to approximately $118 million in
2020. The IESO has stated the TRCA methodology effective 2021 will increase TRCA funds to be
distributed to domestic load.

Interrogatory:
Please provide the 2021 actual and 5-year forecast of disbursement to domestic loads

attributed separately to imports and exports.

Response:
Response from IESO:

Please see Table 5 — TRCA Disbursements between Loads and Exporters in Attachment 1 of OEB
Staff Interrogatory 1. The IESO does not predict future market and system conditions and
therefore the 5-year forecast of disbursements to domestic loads cannot be calculated.
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ASSOCIATION OF MAJOR POWER CONSUMERS IN ONTARIO
INTERROGATORY - 07

Reference:
Submissions on the ETS Rate, Attachment 2, Page 14

Interrogatory:
Please summarize the key conclusions derived from Charles River Associates’ jurisdictional
comparison.

Response:
Response from Charles River Associates:

Please refer to ETS Rate Submissions, Attachment 2, page 5 of 24 (Section 1.2).
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SCHOOL ENERGY COALITION INTERROGATORY - 01

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:
Please provide a copy of any modelling or other quantitative analysis that the IESO undertaken
regarding the impact of changes in the ETS rate, regardless of how preliminary it may be.

Response:
Response from IESO:

The IESO has not performed recent quantitative analysis on the impacts of changes to the ETS
rate. Please refer to section 4 of the IESO's ETS Rate Submission Attachment 3 for its qualitative
analysis.
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SCHOOL ENERGY COALITION INTERROGATORY - 02

Reference:
ETS Rate Submission, Attachment 1, Appendix 2, Tables 4-5

Interrogatory:
With respect to the Charles River Associates Jurisdictional Review of Export Transmission Service
(ETS) Rates Study Report:

a)

b)

SEC seeks to better understand the export transmission service rates across jurisdictions
where rate structures are very different. Please provide a number of illustrative but
representative examples of exporters (and export transactions), and provide the total impact
of export transmission service rates by jurisdiction.

Do any of the surveyed jurisdictions have any similar mechanism to the IESQO’s Intertie
Congestion Pricing? If so, please provide details.

Response:
Response from Charles River Associates:

a)

b)

It is not clear to CRA what SEC is requesting in the first part of its question, where it asks for
“a number of illustrative but representative examples of exporters”. Regarding the request
for illustrative but representative examples of export transactions and the total impact of ETS
rates by jurisdiction, CRA is not able to respond as the requested information is not available
to CRA. To provide the requested illustrative and representative transaction examples, CRA
would need access to actual export transactional information. This information is not
generally readily available publicly and does not exist within the tariffs studied by and
available to CRA. In addition, a comprehensive economic analysis would be required to
evaluate the “total impact of export transmission services rates by jurisdiction.” CRA would
not be able to complete this effort in a reasonable period of time.

CRA is not aware of any surveyed jurisdictions that have similar mechanisms to the IESO
Intertie Congestion Pricing. In US jurisdictions, congestion is addressed via the operation of
the Locational Marginal Price for power supply which reflects congestion on a location basis.
Please also refer to response to Naren Pattani Interrogatory 4, part (b).
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SCHOOL ENERGY COALITION INTERROGATORY - 03

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:
With respect to the information contained in Table 1:

a) [p.9] Please provide a detailed explanation of the ‘Avoided System Cost’ calculation in Table
1, including all inputs, calculations, and assumptions made.

b) [p.9] For each category of ‘Value’ included in Table 1, please explain to whom and how those
costs/benefits are allocated/distributed to.

c) [p.9] Footnote 13 notes that the Avoided System Costs calculation in Table 1 is “[b]ased on
avoided nuclear and renewable resource curtailment.”:

i Please confirm that these avoided curtailments would have primarily occurred during
times of surplus baseload generation.

ii. Please provide a table that shows for each year between 2010 and 2021, and forecast
for 2022 to 2031, the total annual amount of surplus baseload generation.

iii. Please provide the IESO views on how the expected avoided system costs will change
on a forecast basis as a result of forecast capacity and energy supply and demand,
including reductions in forecast surplus base load generation, as set out in the most
recent Annual Planning Outlook.

d) [p.9] Please provide a revised version of Table 1 that shows the value from exports for each
year between 2017 to 2021, that accrue to domestic load customers. Please detail all inputs,
calculations, and assumption made.

Response:
Response from IESO:

a) The Annual Avoided System Costs were completed through an internal analysis that
considered the market without exports, which estimated the energy that would have
otherwise been curtailed and still needed to be paid for by consumers. Further details on the
model contain confidential market participant information and cannot be shared.
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b)

d)

For congestion rent, please see the response VECC Interrogatory 18.1 for details on 2021 TRCA

disbursements. For ETS, please see OEB Staff Interrogatory 1 b). For uplifts, please see OEB

Staff Interrogatory 1 g) as well as Pollution Probe Interrogatories 2b) and 2d). Avoided system

costs do not represent a new revenue stream but rather represent costs that would have been

incurred by domestic consumers through the Global Adjustment in the absence of exports.

Surplus baseload generation occurs when output from baseload resources exceeds
demand, and is a normal outcome of electricity markets with high portions of baseload
and intermittent resources. In addition to exports, other market mechanisms, such as
nuclear and renewable resource curtailment, are used to correct the imbalance.

Please see Table 23 — Surplus Baseload Generation and Table 24 — Forecasted Surplus
Baseload Generation in Attachment 1 of OEB Staff Interrogatory 1.

Please see the response to VECC Interrogatory 21.1. The avoided system cost of curtailing
supply in anticipation of SBG conditions is expected to decrease as net demand increases,
and is dependent on the continued availability of existing resources that contribute to
SBG, per the 2021 APO. For a forecast of the annual amount of SBG, please refer to the
IESO's Annual Planning Outlook1.

Please see Table 10 — Value from Exports 2021 in Attachment 1 of OEB Staff Interrogatory 1
and page 9-10 of the IESO’s ETS Rate Submission Attachment 3.
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SCHOOL ENERGY COALITION INTERROGATORY - 04

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:
The IESO states that “[t]he IESO expects that any increase in revenue resulting from a higher ETS

would be offset by an equivalent reduction in revenue from Intertie Congestion Pricing, which in

turn will decrease the amount that is disbursed from the TRCA to Ontario consumers.”:

a)

b)

d)

e)

f)

Is the inverse true (i.e. any decrease in revenue resulting from a lower ETS would be offset by
an equivalent increase in revenue from the ICP, which in turn will increase the amount that is
disbursed from the TRCA to Ontario consumers)?

If this is correct, and any change in the ETS will be offset by the total reduction in the ICP
revenue, please explain why the IESO believes exporters oppose an increase in the ETS?

Has IESO undertaken any quantitative analysis to demonstrate the offsetting relationship? If
so, please provide details and a copy of the results.

Please confirm that the increase in revenue from a higher ETS rate, during times when there
is no intertie congestion, would have no impact on ICP pricing.

Please provide a table that shows for each year between 2013 and 2021, the volume of
exports for each hour of the day. Please also provide a similar table showing only those subject
to ICP.

Please confirm that Intertie Congestion Pricing revenues in the TRCA are allocated to entities
besides domestic load customers.

Response:
Response from IESO:

a)

Please see response to OEB Staff Interrogatory 36 a). The IESO is of the view that a lower ETS
rate would be offset by higher congestion rent collected as well as increase export volumes
which would increase total ETS collected and increase uplift costs recovered from exporters.
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b)

c)

d)

f)

The IESO believes that increasing the ETS will not only offset ICP revenues but will also prevent
otherwise economic export transactions from occurring, resulting in fewer trading
opportunities and higher costs to Ontario consumers over the long term.

The IESO's qualitative analysis is contained in Section 4 of the IESO’s ETS Rate Submission
Attachment 3. Charles River Associates performed a quantitative analysis as part of its 2012
analysis. While market conditions have changed since the report, the IESO believes the core
finding regarding the offsetting relationship between ETS and ICP remains valid.

The IESO confirms that in instances where there is no intertie congestion, and hence no ICP
that increasing the ETS rate would not impact the ICP.

Please see Figure 1 — Annual Ontario Imports and Exports and please see Table 1 — Ontario
Export Volumes by Jurisdiction in Attachment 1 of OEB Staff Interrogatory 1. All export
transactions are subject to ICP; please see Table 16 - Revenue, Volume and Number of Hours
of ICP at each intertie — ICP > SOMWh in Attachment 1 of OEB Staff Interrogatory 1, for the
volume of ICP at each intertie where ICP > $0/MWh from 2017-2021. The specific information
requested cannot be provided as the requested analysis on an hourly basis would be onerous
and provide information of no value in determining the issues in this proceeding.

Confirmed.
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SCHOOL ENERGY COALITION INTERROGATORY - 05

Reference:
ETS Rate Submission, Attachment 1, Appendix, Pagel3

Interrogatory:

The IESO notes the impact on trading from an increase in an ETS in periods of tight prices. Based
on actual trading information between 2018 and 2020, please provide IESO analysis on how often
this would have occurred, and the total impact, if the ETS was set at each of the proposed options
contained in the Elenchus Report.

Response:
Response from IESO:

The IESQ's qualitative analysis is contained in Section 4 of the ETS Rate Submission Attachment 3.
Charles River Associates performed a quantitative analysis as part of its 2012 analysis. While
market conditions have changed since the report, the IESO believes the core finding regarding the
offsetting relationship between ETS and ICP remains valid.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 8

Schedule 5

Page 2 of 2

This page has been left blank intentionally.



10
11
12
13
14
15

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 8

Schedule 6

Page 1 of 2

SCHOOL ENERGY COALITION INTERROGATORY - 06

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:
Please update the Market Implications of the Export Transmission Service Rate Report to include
2021 information.

Response:
Response from IESO:

Please see Figure 1 — Annual Ontario Imports and Exports, Table 1 — Transmission Rights Clearing
Account Flows, Table 8 — Export Congestion Rent by Jurisdiction, Table 10 — Value from Exports
2021 in Attachment 1 of OEB Staff Interrogatory 1.
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SCHOOL ENERGY COALITION INTERROGATORY - 07

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:

The IESO notes that “[t]he 2012 CRA analysis demonstrates that in one case increasing the ETS
rate from $0 to $5.80/MWh would cause a 50% reduction in export volumes (expressed as a
percentage of status quo volumes).”:

a) [EB-2012-0031, H1-5-2, Appendix B] SEC understands that CRA used historic data and was
required to make a number of assumptions and forecasts to model the change in export
volumes as a result of changes in ETS rates. Please provide the IESO’s views on how the
historic data, and the assumptions and forecasts used would be different if the CRA undertook
a similar exercise today.

b) [EB-2012-0031, H1-5-2, Appendix B]. Please confirm that one of the conclusions of the 2012
CRA Study was that “[w]here Ontario has excess supply capacity and costs that are
competitive with neighbouring markets as in 2013, impacts of changes in the ETS tariff tend
to be large”, and “[w] Where Ontario faces tight supply, impacts of changes in the ETS tariff
are smaller”.

c) Please provide the IESO’s view on change in supply conditions over the next 10 years as
compared to those considered in the 2012 CRA Study.

Response:
Response from IESO:

a) Please see the response to VECC Interrogatory 8.2.

b) These were included in the quantitative conclusions of the CRA Study. For clarification, when
market prices between Ontario and its neighbouring jurisdictions converge, the impact of the
ETS tariff on the level of exports will be greater. Please refer to the “Wide price spread
between markets” and “Tight price spread between markets” scenarios in the Section 4 of
the IESO’s ETS Rate Submission Attachment 3.
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c) For the most recent outlook on supply conditions in Ontario, please see the most recent
Annual Planning Outlooks available here:
https://www.ieso.ca/-/media/Files/IESO/Document-Library/planning-
forecasts/apo/Dec2021/2021-Annual-Planning-Outlook.ashx



https://www.ieso.ca/-/media/Files/IESO/Document-Library/planning-forecasts/apo/Dec2021/2021-Annual-Planning-Outlook.ashx
https://www.ieso.ca/-/media/Files/IESO/Document-Library/planning-forecasts/apo/Dec2021/2021-Annual-Planning-Outlook.ashx
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SCHOOL ENERGY COALITION INTERROGATORY - 08

Reference:
ETS Rate Submission, Attachment 1, Appendix 3

Interrogatory:
Please provide the IESO detailed views on how Market Renewal, for example the moving to a

single schedule market and introduction of locational marginal pricing, will impact Intertie
Congestion Pricing, export volumes and prices, transmission rights, and other aspects discussed
in the Market Implications of the Export Transmission Service Rate Report.

Response:
Response from IESO:

Fundamentally, intertie flows will still be driven by underlying temporal differences between
jurisdictions but there will be some technical changes that will impact intertie pricing and flows.
For example, the introduction of a Day-Ahead Market will allow for ICP to be collected in both the
real-time and DA timeframes. The single schedule market will produce locational prices more
reflective of local conditions, which can impact the level of congestion at intertie nodes.
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SCHOOL ENERGY COALITION INTERROGATORY - 09

Reference:
No Reference Provided

Interrogatory:

Are any of the IESO, Hydro One, and the authors of the CRA and Elenchus reports, aware of any
other jurisdictions where a rate approval entity (i.e. utility commission, ISO/RTO, etc.) considered
the issue of whether an export or similar rate should be set on a cost-based or other
methodology? If so, please provide details.

Response:

CRA, Elenchus, Hydro One and the IESO are not aware of any other jurisdictions where a rate
approval entity (i.e. utility commission, ISO/RTO, etc.) considered the issue of whether an export
or similar rate should be set on a cost-based or other methodology.

Elenchus notes that it considers the methodology used by the AESO to develop export rates in
Alberta to be cost-based, though not specifically with a cost allocation methodology. The AESO’s
methodology is described in Section 5.4 of the 2021 Elenchus Report. See also VECC Interrogatory
33.
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SCHOOL ENERGY COALITION INTERROGATORY - 10

Reference:
ETS Rate Submission, Attachment 1

Interrogatory:
With respect to the Elenchus Export Transmission Service Rate Cost Allocation Methodology

Report:

a)

Please provide a copy of the underlying cost allocation model spreadsheet.

b) Please update the Report to include, i) 2021 transmission system coincident peak allocators,

and ii) updated Hydro One cost information as a result of its evidence update to be filed by
March 31, 2022 in EB-2021-0110.

Response:
Response from Elenchus:

a)

b)

Please see the three models filed as Attachments 2, 3, and 4 to VECC Interrogatory 24.4.

Please see updated coincident peak allocator figures in updated Tables 8 to 12 in response
to Energy Probe Interrogatory 8, parts (b) and (c) and updated ETS Rates based on 2021
data in response to Energy Probe Interrogatory 8 part (d).

Under Hydro One’s revenue deferral proposal outlined in Exhibit O of EB-2021-0110,
there is no proposed recovery of the incremental costs associated with the impacts of
inflationary pressures during the 2023-2027 rate period. Therefore, there are no updates
to Hydro One’s transmission cost information as a result of its March 31, 2022 evidence
update.
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SCHOOL ENERGY COALITION INTERROGATORY - 11

Reference:
H-9-1, Page 6

Interrogatory:

Please expand Table 1 to include the total forecast ETS revenue in each year, and if the OEB
approves each of the proposed methodologies included in the Elenchus Report. Please also
include the revised amounts requested in 2-SEC-10.

Response:
Response from Hydro One:

See response in OEB Staff Interrogatory 4, parts (c) and (e) for total forecast ETS revenue in each
year under each of the proposed methodologies. See response in School Energy Coalition
Interrogatory 10 regarding Hydro One’s evidence update in EB-2021-0110, filed March 31, 2022.



Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 8

Schedule 11
Page 2 of 2

This page has been left blank intentionally.



10
11
12
13
14
15
16
17
18
19
20
21

Filed: 2022-05-13
EB-2021-0243
Exhibit |

Tab 8

Schedule 12
Page 1 of 2

SCHOOL ENERGY COALITION INTERROGATORY - 12

Reference:
Page 9-10

Interrogatory:

Since each of the proposed Elenchus options for setting an ETS rate are based on Hydro One’s
2023 forecast costs, please provide both the views of both Hydro One and Elenchus on potential
mechanistic adjustments that the OEB may wish to consider adopting to adjust the ETS rate
between Hydro One rebasing/Custom IR applications, to reflect the fact that Hydro One is seeking
to recover from domestic ratepayers increased amounts each year, through its proposed Custom
IR framework in EB-2021-0110.

Response:
Response from Hydro One and Elenchus:

For the purposes of simplicity and stability of rates, Hydro One and Elenchus do not propose
annual mechanistic adjustments to the ETS rate. This approach is consistent with how the ETS rate
has been treated historically in past multi-year Hydro One applications and is analogous to the
treatment of many specific service charges on electricity distribution tariffs where the charges are
established at the time of rebasing and not adjusted throughout the incentive rate-setting term.
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SCHOOL ENERGY COALITION INTERROGATORY - 13

Reference:
Letter from Minister of Energy to the IESO, dated January 26, 2022

Interrogatory:

At the request of the Minister of Energy, IESO is negotiating a contract with ITC with respect to its
proposed Lake Erie Connector Project. SEC understands one of the benefits of the project is the
ability of Ontario to increase exports. If a contract were to be entered into, please provide general
details regarding what are the options regarding how the costs would be recovered from
ratepayers, how a share of those costs would be allocated to exporters, and the forecast annual
export capacity and volumes created by the project.

Response:
Response from IESO:

In the event a cost recovery proceeding is initiated, a review of cost recovery methodology will be
undertaken in that proceeding.


https://www.ieso.ca/-/media/Files/IESO/Document-Library/corporate/ministerial-directives/Letter-from-the-Minister-of-Energy-20220128.ashx
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 01

Reference:
Submissions on the ETS Rate, Attachment 1
Submissions on the ETS Rate, Attachment 3, Page 5

Preamble:

IESO states that “[e]xporters contribute to the cost of the transmission system through two
mechanisms. The first mechanism is through the ETS rate, a fixed volumetric charge, which is the
focus of this rate application. The second mechanism is through the ICP mechanism, a dynamic
charge set based on its market value to traders, administered through the IESO-administered
market. ICP revenues are collected entirely from intertie importers and exporters for the purpose
of offsetting transmission service charges.” (Attachment 3 at page 5)

Elenchus views the “...changes arise from the inclusion of “no free service” as an appropriate
principle to adopt in addition to the strict cost causality principle.” (Attachment 1 at page 36)

Interrogatory:
Questions for Elenchus:

a) Please discuss why Elenchus did not consider Intertie Congestion Pricing (“ICP”) in the ETS
Rate Cost Allocation Report.

b) Please discuss why Elenchus did not consider uplift or avoided system costs in the ETS Rate
Cost Allocation Report.

c) Please discuss why Elenchus views exporters as “free riders” in light of ICP, uplift and avoided
system costs.

d) Please discuss how the addition of ICP to Elenchus’ analysis as a second “cost mechanism”
affects the conclusions in the ETS Rate Cost Allocation Report.

e) Please discuss what portion of the Shared Network Asset related costs are paid for by ICP,
uplift and avoided system costs.

f) Please update Tables 14 and 15 to reflect that fact that certain Shared Network 1 Asset related
costs are already paid by exporters via ICP, uplift and avoided system costs.
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g) Please confirm that interties are included in the ETS Rate Cost Allocation Report.

h) How many interties were included in the ETS Rate Cost Allocation Report? What were the
assumed costs, expenses or revenue requirements for those interties?

i) Please confirm that the IESO is the designated operator of the transmission system.

j) Please confirm that the IESO is responsible for billing and collecting all aspects of the
transmission revenue requirement.

k) Please confirm that the IESO is also responsible for billing and collecting ICP, uplift and other
ratepayer benefits associated with electricity exports.

I) Please update the ETS Rate Cost Allocation Report to include ICP, uplifts, avoided system costs
and other benefits as a revenue offset directly beneficial to ETS rate class.

Response:
Response from Elenchus

a) Elenchus did not consider Intertie Congestion Pricing (“ICP”), uplifts, avoided costs and other
benefits as a revenue offset to the cost of providing transmission assets used for export
service in the ETS Rate Cost Allocation Report because, as stated in the ETS Rate Submissions,
Attachment 1, page 5, of 44:

Hydro One Networks Inc. (“HONI”) retained Michael Roger and Andrew Blair of
Elenchus Research Associates Inc. (“Elenchus”) in order to supplement the May
2014 cost-based methodology to establish the Export Transmission Service
(“ETS”) rate in Ontario, by identifying cost-based methodologies that could be
used for allocating Shared Network Asset-related costs to exporters and which
take into consideration the fact that exporters do not receive the same priority
access as domestic service until they are scheduled.

Elenchus notes there is no mention of Intertie Congestion Pricing in Elenchus’ assignment or
in the OEB’s direction to HONI to consider the allocation of shared network costs, and the ICP
is not explicitly regulated by the OEB.
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Please see response to part a) above

As stated in the response to part a) above, Elenchus was asked to allocate shared Network
Asset related cost to exporters and did not review ICP, uplift and avoided system costs.

Please see response to part a) and c) above.

Please see Elenchus’s response to parts a) and c) above.

Response from Hydro One: As noted on pages 9 and 10 of Attachment 3 of the ETS rate
submission, ICP revenues “are disbursed ... to domestic consumers and exporters.” Given that
ICP revenues are not remitted to transmitters, it is Hydro One’s view that ICP revenues do not
directly contribute to the recovery of the Shared Network Asset costs. The Shared Network
Asset costs form a part of Hydro One’s revenue requirement which is predominantly
recovered through the rates on the OEB-approved transmission rate schedules.

Please see response to parts a) and c) above.

Response from Hydro One:

Please see Hydro One’s response to part e) above.

g)

h)

Confirmed.

Please refer to LPMA Interrogatory 6, part (b). The 2023 Revenue Requirement related to
interties is $11.7M.

Response from IESO:

j)

k)

Confirmed.
The IESO has the responsibility for collecting transmission service charges from entities
participating in the IESO-administered markets and distributing payments received to the

transmitter entitled to payments.

The IESO is responsible for billing and collecting ICP & uplift charges associated with exports.
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Response from Elenchus:

I) Elenchus cannot update the Elenchus report as requested since Elenchus did not review ICP,
uplifts, avoided system costs and other benefits as a revenue offset to the cost of providing
transmission assets used for export service.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 02

Reference:

EB-2019-0082, Exhibit 12-4-1, Prior Elenchus Report
Submissions on the ETS Rate, Attachment 1, Page 9
Submissions on the ETS Rate, Attachment 3, Pages 15-16

Preamble:

The criteria for Elenchus’ recommended methodology to allocate costs are
defined 27 below: ..Allocate only dedicated assets used to serve export
customers and related 5 expenses to the export customer class. No asset related
costs associated with 6 shared assets should be allocated to export customers.

In its Decision and Order in HONI’s most recent Transmission rate application,
dated April 23, 2020 (EB-2019-0082), with respect to Export Transmission Service
rates the Ontario Energy Board (“OEB”) directed HONI to undertake further work
on developing a cost based ETS rate... Hydro One supported intervenor arguments
that a cost allocation methodology that includes the allocation of shared network
costs to exporters should be provided in Hydro One’s next transmission rebasing
application. The OEB agrees...

In the case of exporters, their marginal costs and willingness-to-pay varies hour-
to-hour with market conditions as detailed above. Pole attachers by contrast
make infrastructure usage decisions based on multi-year, fixed investments. In
this context it can be seen that the dynamic approach of the ICP, which adjusts to
reflect the changing marginal costs and willingness-to-pay of exports is more
appropriate than the fixed rate approach used for pole attachers.

Interrogatory:
Questions for Elenchus:

a) Inthe Prior Elenchus Report, Elenchus established criteria for its recommended methodology
to allocate costs. In Decision EB-2019-0082, the OEB directed Elenchus to amend certain
criteria when filing an updated report.

a. Please confirm, in your professional opinion, that the criteria for Elenchus’
recommended methodology to allocate costs in the Prior Elenchus Report continues
to be the recommended methodology to allocate costs. Please provide a discussion
to justify.
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b. Please discuss whether the direction by the OEB to allocate 1 shared network costs
to exporters is appropriate in light of the concerns raised by the IESO.

b) Please update the Prior Elenchus Report and include revenue offsets from ICP, uplifts, avoided
system costs and other benefits.

Questions for IESO:

c) Please confirm, in the IESO’s view, that the hybrid methodology used in the pole attachment
case (EB-2015-0304) to allocate commons costs is not the approach that should be used to
allocate common network costs for exporters.

Response:
Response from Elenchus:

a)
a. It is Elenchus’ opinion that the prior Elenchus’ report would be the recommended
methodology to allocate costs if no Shared Asset Network costs would be allocated
to exporters.

b. It is Elenchus’ views that the concerns raised by the IESO on the appropriate
methodology to allocate Shared Network costs to determine the ETS rate are better
articulated by the IESO to the OEB than for Elenchus to offer its opinion on the matter.

Response from Elenchus:

b) Please see response to APPrO Interrogatory 1, part )

Response from IESO:

c¢) The IESO does not believe a cost allocation model is optimal for exporters for the reasons
discussed in the IESO ETS Rate Submission. A dynamic approach, like that of the ICP, aligns
with the changing marginal costs and willingness-to-pay decision-making of exporters,
ensuring efficient trade and maximizing the operational value of Ontario’s interties. For
additional information, please see past IESO evidence on Pole Attachments Methodology in
the IESO’s ETS Rate Submission - Attachment 3, pg. 14 and 15.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 03

Reference:
Submissions on the ETS Rate, Attachment 1, Page 3

Preamble:

Elenchus states that “[i]f export customers are allocated a portion of Shared Network Asset-
related costs, it is Elenchus’ view that export customers should also be allocated a portion of
external revenues received by HONI for use of their assets. Elenchus recommends for full External
Transmission Revenues to be allocated by the same methodology as Shared Network Asset-
related costs.”

Interrogatory:
Questions for Elenchus:

a) Please provide an estimate of revenues (2018-2021) for export customers allocated a portion
of Shared Network Asset-related costs.

b) Please provide a forecast for future estimated revenues.

Response:
Response from Elenchus:

a) External Transmission Revenues allocated to the Export class from 2018 to 2021 based on
actual loads in each year and total external revenues of $19.59M are provided for the three
methodologies in the table below.

Methodology 2018 2019 2020 2021
Allocation on Basis of 100% of
Shared Net Fixed Assets »1.86M »2.12M »2.09M »2.06M
Allocation on Basis of 50% of
Shared Net Fixed Assets 30.98M 51.12M 31.11M 31.00M
. . o
Allocation on Basis of 80% of $1.52M $1.73M $1.71M $1.69M

Shared Net Fixed Assets
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b) A forecast of future External Transmission Revenues allocated to the Export class cannot be
provided as HONI is not proposing to reset ETS Rates each year and no cost allocation
models have been prepared beyond the 2023 test year.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 04

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 31-33

Preamble:
Tables 10, 11, 12 and 13.

Interrogatory:
Question for Elenchus:

a) Please provide tables 10, 11, 12 and 13 in excel format, including all calculations and data
upon which these numbers are based.

Response:
Response from Elenchus:

a) Please see APPrO-4, Attachment 1.
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2021 ELENCHUS REPORT ALLOCATOR TABLES
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 05

Reference:
Submissions on the ETS Rate, Attachment 1, Pages 23, 28

Preamble:

“As the domestic peak demands have declined in recent years, the approximate
number of hours when exports curtailments were active have also fallen.”

“To provide an indication of the degree to which exports are curtailed at peak
times, the IESO provided the following:

Over the top 5 peak hours over the last 5 years, the IESO curtailed exports
in 11 out of 25 hours. The average quantity of exports curtailed was
158MW or approximately 10% of exports scheduled.”

Interrogatory:
Question for IESO:

a) Please provide a spreadsheet of hourly curtailment (at wind and solar sites) and spill volumes
(at hydroelectric facilities) in the 2016 - 2018 timeframe. The data would reflect the amount
of energy (MWh) that was spilled/curtailed by fuel type in every hour.

Questions for Elenchus:
b) Please discuss whether the decline in peak demand in recent years has resulted from COVID-
19.

c) Please update Table 6 and provide a forecast of “Hours with Export Curtailment” until 2027.
d) Please provide an annual break down for the statement in the preamble above at lines 7- 11.

e) Please provide further clarification on what is meant by the phrase “top 5 peak hours over
the last 5 years”.

f) Inresponse to certain climate objectives, government authorities are implementing plans to
reduce greenhouse gas emissions (e.g. TransformTO Net Zero Strategy) primarily through
electrification. Please discuss the impact these initiatives will have on the curtailment of
exporters due to expected increases in future demand.
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Response:
Response from IESO:

a) The IESO cannot provide the requested information. Please see Table 3 — Curtailed Exports in
Attachment 1 of OEB Staff Interrogatory 1 for the number of hours exports were curtailed
from 2016-2021 and Table 9 — Annual Avoided Energy Costs by Resource Type and Year for a
breakdown of annually avoided system costs based on regulated versus contracted resources
from 2017-2021. A further breakdown of information cannot be provided due to concerns
with market participant confidentiality.

Response from Elenchus:

b) Elenchus does not have the necessary information to comment on the specific causes of peak
load changes over time. Elenchus notes that the decline in peak demands started before 2020
and the 2020 1CP is higher than any year since 2013.

Response from IESO:

c) Please see the response to a) above. The IESO cannot provide the number of hours of export
curtailment until 2027 because it does not forecast hours with export curtailment.

Response from Elenchus with inputs from IESO:

d) A breakdown is provided in the table below.

) Number of Peak Hours Average Quantity of
Base Period . . .
with Curtailed Exports | Exports Curtailed (MW)

May 2015 — April 2016 1 57
May 2016 — April 2017 4 232
May 2017 — April 2018 2 251
May 2018 — April 2019 2 26
May 2019 — April 2020 2 98
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Response from Elenchus with inputs from IESO:

e) The top five system coincident peaks for each 12 month base period (May 1 — April 30) over
the five year period spanning 2015 to 2020.

Response from IESO:

f) This question is outside the scope of this proceeding.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 06

Reference:
Submissions on the ETS Rate, Attachment 3, Page 13

Preamble:

The IESO expects that any increase in revenue resulting from a higher ETS would be offset by an
equivalent reduction in revenue from the ICP, which in turn will decrease the amount that is
disbursed from the TRCA to Ontario consumers.

Interrogatory:
Questions for IESO:

a) Please quantify the relative increase in ETS and the reduction in revenue from the ICP. For
example, if the ETS is increased by $3/MWh it is expected that revenue from the ICP will
reduce by $3 million.

b) When combined with the costs paid by exporters under the ICP, at what point is the ETS rate
no longer competitive with other jurisdictions?

c¢) What other external market forces may dictate or limit the price of ETS?

d) Would the excess capacity on the transmission system be underutilized / idle for the
foreseeable future if not used by the electricity exporters?

Response:
Response from IESO:

a) Please see response to OEB Staff Interrogatory 36 a). Please also see Section 4 page 13 of the
IESO’s ETS Rate Submission, Attachment 3.

b) Since the ICP is set dynamically based on competition and market conditions between
jurisdictions, there are many instances where the costs paid by Ontario exporters through the
ICP and ETS is much higher than costs paid in other jurisdictions.

c) The ETS rateis currently set by the OEB. There is an inverse relationship between the ETS rate
and volume of exports so that a higher rate could result in lower total collection of ETS funds.
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d) Yes. Ontario's interties would be significantly underutilized without competitive electricity

exporters.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 07

Reference:
Submissions on the ETS Rate, Attachment 1, Page 23

Preamble:

The IESO considers exporters to be a “curtailable” rather than “interruptible” class, consistent

with the North American Reliability Council (NERC) definition of interruptible.

Interrogatory:
Question for Elenchus:

a)

Please provide the authority / citation for this statement.

Response:
Response from Elenchus:

a)

NERC’s definition of “interruptible” is provided in the Glossary of Terms Used in NERC
Reliability Standards, as posted on NERC's website:
https://www.nerc.com/files/glossary of terms.pdf.

The preamble to the glossary states:

This Glossary lists each term that was defined for use in one or more of NERC’s
continentwide or Regional Reliability Standards and adopted by the NERC Board
of Trustees from February 8, 2005 through March 29, 2022.


https://www.nerc.com/files/glossary_of_terms.pdf
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 08

Reference:
Submissions on the ETS Rate, Attachment 3, Page 15

Preamble:

First, as noted above, the ETS is just one component of the total charges on
exporters, with other charges including ICP and Uplifts. Combining these charges
means total revenues collected from exporters in Ontario is far higher than the
$1.85/MWh ETS rate (for example, the ICP alone has recently averaged $7-
15/MWh). When comparing jurisdictions, it is important to consider all-in costs
which reflect that Ontario collects significant revenues from exporters through
the ICP in addition to the ETS.

Interrogatory:
Questions for Elenchus / CRA / IESO:

a) Please provide an all-inclusive rate (S/MWh) that reflects the true cost of exporting electricity
from Ontario.

b) Upon completion of (a), please update Table 1 and Table 2 in Charles River Associates’
Jurisdictional Review of Export Transmission Service (ETS) Rates Study.

c) Please provide a forecast for the all-inclusive rate for the period of 2022-2027. List all
assumptions and provide an excel spreadsheet setting out the calculations.

Response:
Response from IESO:

a) While here is no single "all-inclusive" rate that reflects the true cost of exporting out of
Ontario, the IESO agrees that exports must pay a series of transaction costs as noted in the
preamble. These applicable costs vary materially on an hourly basis based on costs incurred
(for uplifts) and demand (for ICP) which make defining a single rate an impossible task. For
more information on exporter costs, please see Table 19 - Average Total Uplifts and Fees Paid
by Exporters. For more information on the range of costs, please see OEB Staff Interrogatory
1 g). Please see Table 12 — Average Monthly ICP by the Michigan, Minnesota and New York
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Export ties and Table 27 — Average Annual ICP by the Michigan, Minnesota and New York
Export ties in Attachment 1 of OEB Staff Interrogatory 1.

Response from CRA:

b) CRA notes that Table 2 in the CRA Jurisdictional Review is simply a reproduction of the results
from the 2012 Jurisdictional Review which sets out 2012 ETS rates for the jurisdictions
considered in that review. Moreover, Table 2 does not include any data for Ontario. As such,
it is not clear as to what this aspect of the request is seeking.

Regarding Table 1, as stated on p. 4 of its report, CRA notes that while the focus of its study
was on jurisdictions other than Ontario, the approved export tariff for Ontario was included
in the table for comparative purposes. CRA further notes that the amounts presented in Table
1 reflect only the ETS rates, for each of the listed jurisdictions, which in its view is the most
appropriate basis for comparison since they are the rates charged for export service only (not
including ancillary service and uplift adders. Appendix B of the CRA Jurisdictional Review
provides all of the ancillary services and other charges applicable to ETS transactions in each
of the jurisdictions studied. However, those adders are not directly comparable to Ontario’s
Intertie Congestion Pricing (ICP). Please refer to the response to Staff 33(a), which reproduces
Table 3 from CRA’s Jurisdictional Review inclusive of the total adder amounts for each
jurisdiction. Please also refer to the response to Staff 32(a), which provides the 2021 uplift,
ancillary and other charges applicable to ETS transactions in Ontario, but which does not
include ICP. Please also refer to Staff 34(g) for CRA’s opinion as to why ICP charges are not
directly analogous to the ancillary services and other adders outlined in its Jurisdictional
Review at Appendix B.

Response from IESO:
c) The IESO cannot provide an "all-inclusive" rate that reflects the true cost of exporting out of

Ontario because the applicable costs vary on an hourly basis based on costs incurred (for
uplifts) and demand (for ICP).
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 09

Reference:
Submissions on the ETS Rate, Attachment 3, Page 11

Preamble:

“Revenues from the ICP are collected by the IESO in the Transmission Rights Clearing Account
(TRCA). In addition to ICP revenue, the TRCA also contains revenue from Transmission Rights (TR)
auctions. TRs are a financial contract that entitle their holder to a share of the ICP revenue on the
intertie specified in the contract. TRs do not involve any use of the physical transmission system,
and do not entitle the purchasers of the rights to utilize the transmission assets. By purchasing a
TR, the TR holder gains insurance against changes in the ICP on the specified intertie (which can
be unpredictable and volatile).”

Interrogatory:
Questions for IESO:

a) The numbers provided in Table 2: TRCA Historical Flows 2017-2020 do not balance. Please
explain.

b) Please explain how the share of ICP revenue in a contract is determined. Will this share
fluctuate in the future? If so, by how much?

Response:
Response from IESO:

a) As noted in the footnote to Table 2, the TRCA disbursements do not clear the TRCA balance
due to a combination of 1. maintaining the reserve threshold as defined in Chapter 8, section
4.18 of the Market Rules, and 2. time-lag between collection of revenues from Congestion
Rents and TR Auctions and disbursement.

b) When conditions are met, TR holders receive TR payments due to congestions. The payments
are based on ICP and the quantity of TR owned. Please refer to Chapter 8, Section 4.4 of the
IESO Market Rules for an explanation on how payments to TR holders are calculated.
Payments to TR holders fluctuate based on the level of ICP and will fluctuate based on ICP
fluctuations.
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ASSOCIATION OF POWER PRODUCERS OF ONTARIO INTERROGATORY - 10

Reference:
Submissions on the ETS Rate, Attachment 3, Page 13

Preamble:

“Any increase in ETS from its current rate will likely reduce the value to ratepayers of exports
using the interties, which in turn will result in higher system costs that would need to be recovered
from domestic consumers.”

Interrogatory:
Question for IESO:

a) Please confirm whether a decrease in ETS from its current rate will likely increase the value

to ratepayers of exports using the interties, which in turn will result in lower system costs that
would no longer be recovered from domestic consumers.

Response:
Response from IESO:

a) Please see the response to OEB Staff Interrogatory 36 a).
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