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15

PRELIMINARY MATTERS:


16

MR. MIKHAIL:
Good morning.

17

On behalf of Martine Band, the Board Counsel, Edik Zwarenstein, the project advisor for this project, and myself, welcome to the Technical Conference for proceeding EB‑2004‑0476, regarding Hydro One Networks Inc.'s application for an order or orders under section 92 of the Ontario Energy Board Act, 1998, seeking approval to construct the transmission system reinforcement project in the Niagara Peninsula.

18

My name is Nabih Mikhail. I am a project advisor, along with Edik, and case manager for this application.

19

The proposed facilities will be constructed, owned, and operated by Hydro One. Construction is planned to commence in the summer of 2005. The planned in‑service date is June 30th, 2007.

20

The project involves construction of a new 76‑kilometre, double‑circuit, 230 kV line principally along the existing Hydro One rights of way between Allanburg transformer station in Thorold and Middleport TS near Hamilton.

21

The project also involves upgrading and modification at Middleport TS that would allow operation of the section of the new line from Caledonia TS to St. Ann's Junction TS at 115 kV, as an emergency back‑up supply for Dunnville TS.

22

The Board issued a notice of application on November 17, 2004. Hydro One served and published the notice as directed by the Board.

23

There are five intervenors: the Independent Electricity System Operator, the IESO; the Association of Major Power Consumers of Ontario, AMPCO, Imperial Oil, and Susan Morrison and John Palcic.

24

According to the directions in Procedural Order No. 1, intervenors and Board Staff filed written interrogatories on January 10th, 2005, and received responses to them on January 24th, 2005.

25

In response to a Board Staff interrogatory received on January 24th, Hydro One submitted a redacted version of the study entitled, "Queenston Flow West (QFW) Interface Upgrade Assessment Using GEMAPS." The Board has considered the matter and has determined that submission of an unredacted version of the study would be acceptable in lieu of the input data and assumptions underpinning the study which was originally requested.

26

This was accepted on the understanding that Hydro One will run the GEMAP program with different assumptions and conditions as may be required.

27

As indicated in its Procedural Order No. 3, the Board has decided to schedule this Technical Conference to allow intervenors and Board Staff an opportunity to better understand the study and to obtain clarifications on relevant technical issues, including assumptions and key data inputs.

28

This Technical Conference will assist parties in formulating supplementary interrogatories, including, if required, requests for additional GEMAP runs to examine the sensitivity of results to input parameters and new scenarios.

29

At this point, I would like to have Martine Band, our counsel, to outline for you the protocol for participating in this Technical Conference.

30

MS. BAND:
Good morning.

31

I want to speak briefly to the issue, first, of confidentiality of some of the materials that will be subject to discussion this morning. As you know, the study that is the subject of this Technical Conference was submitted by Hydro One in redacted form. The Board has yet to speak to the issue of whether or not the confidential portions should be placed on the public record. That's still an outstanding matter. But, in accordance with Procedural Order No. 3, the Board has determined that an unredacted version of the study should be made available to representatives of intervenors that have provided a declaration and undertaking as to confidentiality.

32

I am going to propose that, in part, for transcription purposes, we try to divide this Technical Conference into two parts. The first part would be any kind of discussion and comments on the non‑confidential portions of the study. Once that's completed, we'll then switch over to discussion and questions on the confidential portions, or that involve the confidential portions. And before we do that, I will gather declarations and undertakings from people that have ‑‑ that wish to be part of that discussion, and we will hand out the unredacted version of the study at that time to those representatives of intervenors.

33

When we do get to the point of discussing the confidential portions of the study, or having discussions that involve those portions, people who have not ‑‑ other than Board Staff and Board consultants who have not signed, and representatives of Hydro One who have not signed a declaration and undertaking, will be asked to leave the room and there will be no access to the public ‑‑ by the public into this room at that time.

34

Finally, on that point, there is no live feed of this Technical Conference being communicated through the Board's offices or over the Board's website.

35

The purpose of this Technical Conference is to facilitate an understanding of Hydro One's study, and, in part, to facilitate the preparation of supplementary interrogatories by Board Staff and intervenors.

36

This Technical Conference and the discussions at this Technical Conference are without prejudice to the ability of parties to ask whichever questions they consider appropriate through the supplementary interrogatory process, or to make arguments in relation to the study at the appropriate time, as the proceeding continues.

37

MR. MIKHAIL:
Thank you, Martine, for keeping us all informed and aware of the process.

38

I'm asking intervenors to keep in mind that if the Hydro One witness is not able to answer a question fully, or if the information requested is not readily available today, a formal request for this information can be made available through a second round of interrogatories. I think Martine sort of alluded to that as well.

39

With regard to order of questioning, I'm suggesting that Board Staff and their consultants to lead, and to be followed by the participating intervenors. We are scheduled for half a day. I suggest we commence now and take a 15‑minute break around 10:15 or so. We will reconvene on target to finish at 12. Should there be a need to extend the Technical Conference beyond 12 noon, this would take place at 1:15, so we're going to break for about an hour and 15 minutes. Hopefully, we won't have to resort to that, but that's available, in case.

40

Now, keeping in mind the desire to reasonably ‑‑ you know, to reasonably expeditious ‑‑ sorry, to be reasonably expeditious in dealing with this application, I am hoping that, before the Technical Conference is concluded, that I would have an estimate of the number of questions, clarifications, and new runs of GEMAPS which is expected to be included in the supplementary interrogatory phase from the intervenors and from Board Staff and our consultants.

41

I would want an estimate also from Hydro One on how long it would take to respond to these intervenor and Board Staff interrogatories, so we can have some estimate of how long this process would take.

42

I'm going to be passing now the mike to Martine.

43

MS. BAND:
Just briefly, a couple of more things.

44

First, I understand that a representative of Hydro One would be making a very brief introductory statement for context purposes, initially, so we'll start with that. But before we get to that, perhaps for the record, it would be helpful for one representative of each party represented here to identify for the record who is here with them.

45

APPEARANCES:


46

MS. BAND:
So maybe I'll start. I'm Martine Band, Board Counsel. And with respect to Board Staff, I have Edik Zwarenstein, Nabih Mikhail, and representatives of our consultant, Navigant Consulting, John Dalton.

47

MR. MIKHAIL:
And Walt Puntel.

48

MS. BAND:
And Walt Puntel.

49

MR. ROCHESTER:
My name is ‑‑ sorry. My name is Dan Rochester. I'm with the Independent Electricity System Operator. I'm here with Mauro Facca. I'm the section head, assessments, at the IESO, performing 10‑year and 18‑month outlooks.

50

MS. ABBOTT:
I'm Ellen Abbott. I'm counsel for Hydro One today. Maybe I can just introduce the parties on the panel. There is Alain Elen, Yury Tsimberg, and Bing Young, who will be answering questions, and Mary Anne Aldred is here as the director of the regulatory group. Thanks.

51

MR. SNELSON:
Yes. I'm Ken Snelson, and I'm representing AMPCO. I'm a consultant representing AMPCO.

52

MR. BURRELL:
I'm Carl Burrell, also with the IESO. So I'm here in representation for the IESO, in the capacity of senior analyst in the regulatory affairs group.

53

MR. HAAS:
Raymond Haas, from Hydro One.

54

MR. LEE:
And Jim Lee, from Hydro One.

55

MS. WIGMORE:
Nancy Wigmore, from Hydro One.

56

MS. BAND:
Thank you. If you want to go ahead with your introductory remarks.

57

TECHNICAL CONFERENCE:


58

MR. TSIMBERG:
Thank you very much. Good morning. My name is Yury Tsimberg. I'm a project leader for Niagara Reinforcement Project.

59

Thank you for giving us an opportunity to give you more information about our GEMAP study on that project, and, hopefully, respond to your questions.

60

Nadia did a great job describing, basically, the essence of the project. I just want to add that, you know, Queenston Flow West, or, as it's referred to, QFW ‑ is the major interface connecting Niagara Peninsula with the rest of the transmission system in Ontario. And, at the present time, it consists of five 230 cubic circuits. So the intent of this project is, essentially, add two more circuits, for a total of seven circuits, so we'll have seven 230‑cubic circuits. And that would allow us to increase existing transmission ‑‑ transmission summer‑planning rating of 1,800 megawatts to approximately 2,600 megawatts, for the net increase of about 800 megawatts.

61

There are a number of reasons why we're proposing to go forward with this project. We expect to increase availability of supply by providing additional 800 megawatt access to generation in US and in Niagara Peninsula for everybody in Ontario, particularly important when there are generation shortages in the rest of the province. We expect that the project will increase reliability and ability of supply, primarily by shortening restoration time following major outages like the black‑out a couple of years ago, as well as preventing load‑sharing. In some circumstances, we might have to do otherwise.

62

The project would also facilitate generation development in Niagara area, and back other proponents of generation, and will increase our input capability by approximately 800 megawatts, which is, kind of, in alignment with our transmission license mandate. And, also, it's very important to remember that it would facilitate the Ontario government's plan to shut down coal stations in '07. So '07 is a significant date and, of course, pending OEB approval, we would like to complete the project by that date, to, first of all, realize the economic benefits of the project, and also to facilitate coal shut‑downs.

63

So those are the main drivers for the project. Plus, in addition, by adding 800 megawatt capacity to existing capability of QFW, we will, kind of, reduce congestion on QFW, and, basically, GEMAP studies that we run is assessing the economic impact of this congestion reduction.

64

Just for the record, congestion occurs when we're unable, because of transmission limitations, to deliver less expensive generation to the rest of the province, and that results in the overall high price of electricity to the ratepayers.

65

Our estimation of economic benefits is around $60 million a year, or more, and it's based on what we feel are most likely assumptions. And also, when I use the word "conservative", it refers to only the fact that about nine weeks of the year ‑‑ there will be more savings throughout the year, but we feel the bulk of the savings will probably be realized within eight ‑‑ nine weeks, in the summer.

66

That's about all I have to say. I just want to mention one more thing. Bing is here to, basically, respond to all the questions that might arise regarding future system plans in the transmission system. Alain ran the GEMAP studies, so he is intimately familiar with all the details, and he will be probably be answering most of the questions. So that's about it.

67

MR. MIKHAIL:
All right.

68

I guess the next phase is to start the clarifications and questions from our consultants.

69

MR. PUNTEL:
I'm Walt Puntel from Navigant Consulting.

70

Our first question deals with the use of a load‑flow model, HC load‑flow model, as the starting point for GEMAPS studies. And the question is, what was the basis for using only one load‑flow model to represent the transmission network, for the before and after scenarios?

71

MR. ELEN:
The first basis was, essentially, for simplicity. We felt that by ‑‑ modelling the actual upgrade would only, possibly, increase the additional QFW ‑‑ will only increase the congestion on the QFW when it is upgraded to 2,600. Because you have ‑‑ you're actually changing the impedance, and you're reducing the impedance. So there would be more flow going into Ontario. So we try to keep it simple, and, also, very conservative, in that respect.

72

MR. PUNTEL:
Do you have any idea of the level of approximation introduced as a result of doing that?

73

MR. ELEN:
No.

74

MR. PUNTEL:
The reinforcement project, essentially, involves adding two more parallel circuits to an interface.

75

MR. ELEN:
Correct.

76

MR. PUNTEL:
So it's an existing interface with two ‑‑ with parallel circuits that would be enhanced by additional parallel circuits?

77

MR. ELEN:
Correct.

78

Bing, you want to add something?

79

MR. YOUNG:
Excuse me. There's currently five circuits there, and the proposed project plans to add two additional ones. Now, whether or not seven circuits are modeled or five circuits modeled for the purpose of the congestion assessment, we felt, was relatively minor, as the change in the flows is a function of the entire impedance path through Ontario. And the QFW only represents a portion of that.

80

MR. PUNTEL:
Okay.

81

MR. DALTON:
The second area of interest in terms of modeling assumptions was just to have a better understanding in terms of the fuel cost assumptions that were used for the other markets, in particular, I guess, New York, and how they would compare to those that were used for Ontario.

82

MR. ELEN:
The fuel costs assumed was based on what GEMAPS gave us, as of last year, 2004 database. I haven't really compared the difference in the fuel prices between New York and the IMO, in Ontario, that is. That was not our objective at that point.

83

MR. DALTON:
Thank you.

84

MR. PUNTEL:
May I ask, when you said what the GEMAPS gave you, do you mean the release of the database from General Electric?

85

MR. ELEN:
Correct.

86

MR. DALTON:
The second area of interest is issues associated with the reasonableness of the rate of escalation of Ontario prices from 2010 to ‑‑ excuse me, from 2007 to 2010. And just looking at the study, it looks like prices in Ontario are about $45 per megawatt‑hour in 2007, and increase to a little over $62 per megawatt‑hour in 2010. And that's a pretty significant annual average rate of escalation, and we would like to have a better understanding in terms of what is driving that rate of escalation of prices.

87

MR. ELEN:
Again, whatever GEMAPS provided in the database, that was the assumption that we used for the fuel prices. And, essentially, for ‑‑ whatever number we got for 2007, we assumed was in 2004 dollars, and whatever we go int 2010, we assumed it was in 2004 dollars. We did a very simple one‑for‑one relationship. And if there was any escalation between 2007 and 2010, that was based on whatever GEMAPS database provided.

88

MR. DALTON:
You do have the ability to review the database and confirm its reasonableness. Did you, in fact, do that?

89

MR. ELEN:
No.

90

MR. DALTON:
At the time that the study was specified, that was roughly early spring of 2004; is that correct?

91

MR. ELEN:
Sorry, at the time the study ‑‑

92

MR. DALTON:
At the time the model was specified, was that early spring 2004? I'm just trying to understand, what was your, kind of, view of the Ontario market and of the world, and what information did you have available to you at that point.

93

MR. ELEN:
With regard to the GEMAPS data?

94

MR. DALTON:
Yes.

95

MR. ELEN:
With regards to the low‑flow, again, whatever GEMAPS provided in 2004, we ‑‑ sorry, let me backtrack here.

96

In 2004, GEMAPS provided three sets of data: the load forecast, the area load forecast; the generation; and the low‑flow.

97

With regards to the low‑flow, we kept the same low‑flow that we had in 2001 in the first set of database. With regards to the load forecast, we kept whatever database ‑‑ whatever GEMAPS provided in 2004. However, the Ontario parts, we used what is reported in the 2004 ten‑year report.

98

With regards to the generation, we used what GEMAPS provided in 2004, except for the Ontario generation where we did a full analysis of the generation disclosure reports that IEMO Issues has been issuing since late 2002, which reflects from May 2002 up to the time that we did the study. And in this disclosure report, we compiled it. We came up with an average MCR on a monthly basis with the available units, and we used that information to drive the GEMAPS for the Ontario side. That includes MCR; that includes energy for the hydraulics as well.

99

MR. DALTON:
Can you review the basis for the analysis time frame that you selected, the 2010 ‑‑ excuse me, 2007 through 2010? And also address the question of the potential for direct HVDC interconnection to Toronto from the Niagara Peninsula, and what might be the implications of that on the study.

100

MR. ELEN:
Okay. I will answer the first part of the question.

101

The reason why we did it from 2007 is essentially that's when we planned to have the QFW upgrade implemented. Going as far as 2010, we figured the degree of uncertainty would be too high, and probably the data would be meaningless.

102

With regard to the HVDC, we did not make any attempt to model it in the GEMAPS, and I could let Bing explain why we didn't attempt.

103

MR. YOUNG:
That's correct. The DC ‑‑ HVDC cable from Niagara to Ontario project, as a third supply to downtown Toronto, doesn't come into effect until beyond 2010. Our expectation is ‑‑ and that would depend also upon the generation that shows up within the downtown Toronto area. And also, as a result, there is more than one option that we are considering for a third supply to downtown Toronto, and it may not be the only option. And because of that, it doesn't ‑‑ we didn't expect it to be within the time frame of the study that Alain was looking at.

104

MR. DALTON:
To your point of, if there were additional generation built in Toronto, would your expectation be that, if a project the size of the Portlands Project which has been proposed, would that effectively defer the need for this HVDC interconnection?

105

MR. YOUNG:
Yes, it could potentially defer the need for up to five years.

106

MR. DALTON:
Can you comment in terms of what would be the likely implications of the results of your study if the HVDC interconnection were built and there wasn't generation cited in Toronto?

107

MR. YOUNG:
If there wasn't generation cited in Toronto, that would advance the need for that third supply. But, again, we would not be able to build that facility any sooner than 2010, again, at the end of this particular study period for the GEMAPS.

108

And also, like I said before, for the third supply for downtown Toronto, the DC cable is not ‑‑ it hasn't been determined to be the preferred option at this time.

109

MR. DALTON:
Would it be reasonable to assume that the third supply point to Toronto in the form of an HVDC line would reduce loadings on the QFW interface?

110

MR. YOUNG:
Yes.

111

MR. DALTON:
I also have a series of questions to better understand what might be the price differentials between Ontario and adjacent markets. I don't know if you have any information at this point that you could share on that specific question.

112

MR. ELEN:
No. The purpose of this whole exercise was, essentially, to monitor what the price was when the QFW was 1,800, and then monitor ‑‑ in Ontario, and monitor what the price was when it was at 2,600, and just do a difference. And that difference multiplied by the total energy during that period of time would equal to the benefit. That was ‑‑ we did not do any sensitivity analysis, or any comparison to how the New York is impacted by the QFW. That was not our concern. We wanted to see how Ontario is ‑‑

113

MR. DALTON:
Let me ‑‑ let me be clear in terms of why that is an area of interest for us. Is that ‑‑ my understanding is that, to the degree that there are significant flows on the New York/Niagara interface, such that market prices in Ontario might be higher than in New York, and, in particular, New York zone A, or New York west, that could lead to transmission constraints on the QFW.

114

So it would help us to understand, kind of, and confirm that, you know, price levels in New York were at a reasonable level, relative to Ontario, such that the transmission constraints that are evident on QFW aren't driven by unreasonable price differentials between New York and Ontario.

115

MR. TSIMBERG:
Could I interject, if possible. I want to make a couple of quick points, and all of your points are very valid. I guess we feel that this project is, primarily, important for things like reliability improvements, availability, and so forth. I mean, we wanted to make sure that, from an economic perspective, ratepayers of Ontario are saved harmless. So we put the best assumptions we had available to us. And, obviously, if you change assumptions you may get different results. And our intent was to put forward the best assumption we can, just to, basically, gauge what would be the benefits.

116

In terms of what may happen when the tie is built, or what would be the flows, one would enable access to another 800 megawatts from New York. Our job, as a transmission company, essentially, is enable our operators to have access to generation. Decisions as to what point you start importing, whether it is a firm contract, which will be made by OPO ‑‑ OPA, as a new agency, decisions ‑‑ or whether it is real‑time entrapable transactions, will be made by ISO. It's really not ours. We, basically, give them a pipeline, and they decide when to use it. And, obviously, the amount of the flow in the pipeline would be dependent on the price differential, but we're in no position to speculate what it may be. We're a transmission company, so ‑‑

117

MR. DALTON:
Sure. I mean, that's understood. I guess what we've been asked to do is evaluate the reasonableness of the study. And, from our perspective, information that would help us evaluate the reasonableness of the study would be just to have a snapshot of prices in New York, and see how they compare to prices in Ontario. So I suspect that we will just draft an interrogatory to that specific issue.

118

MR. ELEN:
Can I have a clarification? When you say the price in New York, do you specifically mean price in zone A, or in all of New York?

119

MR. DALTON:
Obviously, zone A is probably the most material.

120

MR. ELEN:
Because, then, that is exactly my point. But then, if you're going to compare zone A, then you have to compare with Niagara, the actuals ‑‑ Niagara zone, as opposed to what we report as being the Ontario price. So, make sure that it's clearly understood what prices you're looking for, because it might be misleading.

121

MR. DALTON:
Well, I guess, I'm open in terms of any guidance you can offer in terms of what would be the appropriate price series to be looking for. You've suggested that it would be Niagara as opposed to zone A?

122

MR. ELEN:
That's right. If you want to compare those two zones, absolutely. And we ‑‑ in the tool, we essentially compile, essentially, the price in Ontario. So compiling the Niagara zone would imply rewriting almost everything, and reassessing those numbers. That's all I'm trying to say.

123

MR. PUNTEL:
When you set up the model for Ontario, how many price zones were defined in Ontario?

124

MR. ELEN:
In Ontario, we modeled it consistent with what the IESO has modeled. We have the ten zones, with the interface definitions properly defined between the zones.

125

MR. DALTON:
When you run GEMAPS, it doesn't, necessarily, produce market prices for each one of the zones that you're evaluating: You have to ask it to actually produce those market prices?

126

MR. ELEN:
You can report the spot price of every zone. Absolutely, yes, you can. But when I executed my MAPS, I wrote an EPCL code, which reports the information that I need to report. And then, when I do another run, I, essentially, delete all the previous run and rerun again. This tool requires a lot of data, a lot of space. And it's important that I don't run out of space when I run a case, otherwise, it just crashes. So that is the main reason why. I report what I need to report, and then I delete everything.

127

MR. DALTON:
But, I assume, if you were going to use the same model specification, it would be relatively straightforward, in terms of the code changes, to get a price series from Niagara, or New York zone A, whatever is the most appropriate.

128

MR. ELEN:
Correct.

129

MR. PUNTEL:
I have several questions with respect to the details of the calculations of savings.

130

How did you ‑‑ could you go into detail as to how you calculated the savings between the case before the reinforcement versus after?

131

MR. ELEN:
Okay. Very briefly, when I run the case at 1,800 megawatts, on an hourly basis, I compile the spot price in every area.

132

MR. PUNTEL:
In every Ontario area?

133

MR. ELEN:
In every ten zones, I multiply that by the load for that zone, and then I take a weighted average in Ontario. I store this information, and I compile it for every hour, okay? And then, at the end of the study, I take that number of dollars and divide it by the total energy of load that was supplied during that nine weeks. That's my first set of numbers.

134

And, then, I rerun the whole case with the QFW at 2,600. And, then, I compare the two numbers. And that's my benefit.

135

MR. PUNTEL:
Did you determine, in the course of the simulations, what was driving the change in prices between the one case and another, with respect to whether the changes were due, mainly, to congestion? Or changes in production costs, or other factors?

136

MR. ELEN:
I ‑‑ for the first two years, 2007, 2008, the main reason for the improvement was the relief of congestion on QFW.

137

For 2009 and 2010, I did experience some unserved load, which is what I call, in my MAPS run, "demand dispatch". About ten hours ‑‑ both years, around ten hours. So when the QFW was upgraded to 2,600, those demand dispatch disappeared.

138

So the benefit was caused to the relief of the main dispatch, as well as the relief of the congestion.

139

MR. PUNTEL:
So the demand dispatch, or, I'm sorry, energy contribution was a factor in 2009 and 2010?

140

MR. ELEN:
Correct.

141

MR. PUNTEL:
But not 2007 or 2008?

142

MR. ELEN:
2007, 2008, demand dispatch did not occur.

143

MR. PUNTEL:
Is that calculation of savings consistent with the way the market would treat congestion?

144

MR. ELEN:
I discussed my method with people at GE, and they told me that the principle makes sense.

145

MR. DALTON:
We have ‑‑ in Ontario right now, there is a uniform price, and congestion is socialized; is that not the case?

146

MR. ELEN:
Correct.

147

MR. DALTON:
So there isn't any zonal LMPs, kind of, assumed in the GEMAPS model specification?

148

MR. ELEN:
Sorry?

149

MR. DALTON:
So there is not any zonal locational marginal prices such as really ‑‑ assumed in your specification?

150

MR. ELEN:
There are ten zonal prices in Ontario for every hour of my study. Call it a nodal, zonal. One area will dictate one price based on the highest cost of the generator in that zone, assuming there is no constraints in that zone.

151

MR. DALTON:
But I guess our concern here is that there is a disconnect in terms of how prices are currently established in Ontario under the uniform price and the methodology that you've used for quantifying the benefits of the ‑‑ relieving congestion on the QFW interface.

152

MR. ELEN:
Correct.

153

Bing, can you answer that, please.

154

MR. YOUNG:
The ‑‑ my understanding of the GEMAPS program, it's a LMP‑based production cost program. Simulating the uniform price model in Ontario is very, very difficult. You'd have to also include and factor in the constrained‑on and constrained‑off payment mechanisms that exist in Ontario today, as well as when there are generation deficiencies, and that's when the congestion levels would be highest, that any inputs procured by the import offer guarantee currently from IMO does not set the market‑clearing price. So for all these factors, it makes it very difficult for the GEMAPS to simulate that.

155

And so we feel that, as a very good proxy, that the locational ‑‑ the zonal LMP model ‑‑ well, provides a reasonable estimate of the benefits of the transmission project here in this case.

156

Also, I believe that the IMO also uses the zonal LMP approach in their congestion assessments as well.

157

MR. TSIMBERG:
And if I might add, our methodology and our assumptions were ‑‑ we informed our system operator, IMO, so they reviewed our assumptions and methodology and felt it's appropriate.

158

And also, I understand, similar methodology is used in NEPOOL, in New England, as well as in New York, so it's kind of a tool that's being used, kind of, uniformly.

159

MR. DALTON:
New England and New York both have locational marginal pricing, do they not?

160

MR. TSIMBERG:
Yes. I'm just going to...

161

MR. PUNTEL:
Did you identify the actual difference in energy production costs between the two cases?

162

MR. ELEN:
I'm not sure I understand your question.

163

MR. PUNTEL:
The total production costs reported in the simulation reports, did you identify anywhere, were they ‑‑ what the differences in actual generation production costs for energy were?

164

MR. ELEN:
No. Within Ontario? No.

165

MR. DALTON:
To briefly return to the question of locational marginal pricing and how the uniform price is established in Ontario. Can you give me some sense in terms of what are the likely implications of the methodology that you used?

166

MR. ELEN:
Can you clarify your question?

167

MR. DALTON:
Sure. With a uniform price, congestion is addressed through congestion management settlement credits; is that not correct?

168

MR. ELEN:
Correct.

169

MR. YOUNG:
Yes.

170

MR. DALTON:
So if there were a uniform price in Ontario, in this period, from 2007 to 2010, the congestion on the QFW interface would be priced through congestion management settlement credits; is that correct?

171

MR. YOUNG:
That's correct.

172

MR. DALTON:
What's likely to be the effective cost of the ‑‑ those congestion management settlement credits versus the analysis that you performed?

173

MR. YOUNG:
If I understand the question correctly, you're asking that, with this transmission investment, how it would reduce those congestion management settlement costs?

174

MR. DALTON:
That's correct.

175

MR. YOUNG:
It's difficult to gauge. We didn't model it. We don't ‑‑ and also, we don't currently have access to how these congestion management costs, or any historical congestion management costs, have ‑‑ without that type of information, it's very difficult to make any kind of assessment. We didn't model it; we don't have any historical feel for it.

176

MR. DALTON:
For congestion management settlement credits, that's specifically payment to the generator that is either constrained on or constrained off; is that not correct?

177

MR. YOUNG:
That's correct.

178

MR. DALTON:
So that's a relatively small portion of the market, generally? I mean, it only applies to the amount of generation that was constrained on or constrained off; is that not correct?

179

MR. YOUNG:
That's correct.

180

MR. DALTON:
Whereas the LMP methodology that you've employed applies the price impacts to each zone; is that not correct?

181

MR. ELEN:
Correct.

182

MR. YOUNG:
That's correct.

183

MR. DALTON:
And, generally, the load in a zone is going to be higher than the load for a specific generator.

184

MR. ELEN:
Not necessarily. Bruce has lots of generation with hardly any load.

185

MR. DALTON:
But in terms of Niagara?

186

MR. ELEN:
No. Niagara has more generation than load. Load in the Niagara zone is typically about 900 megawatts; generation is close to 2,000 megawatts.

187

MR. DALTON:
That's correct. But I guess ‑‑ for Niagara. But in terms of, if you look at the price impacts to other zones, and maybe that's what we should do is just, kind of ‑‑ we can ask for some further clarification in terms of what were the relative price impacts in terms of different zones.

188

MR. ELEN:
Yes.

189

MR. DALTON:
Thanks.

190

MR. MIKHAIL:
I guess this concludes our clarifications and questions, and we can pass that to the intervenors.

191

MR. SNELSON:
I don't have much in the way of ‑‑

192

MR. MIKHAIL:
Sorry, tt's not done yet. Sorry.

193

MR. DALTON:
Do you have information in terms of the reserve margins that underlie your analysis for the different years?

194

MR. ELEN:
The reserve margin, in Ontario, was consistent to what the IESO uses. With regard to the rest of the four pools, it is whatever the GEMAPS database provided.

195

MR. DALTON:
But if we were to ask, I guess, an interrogatory on that specific question, you could produce that information, I assume?

196

MR. ELEN:
Yes, yes.

197

MR. DALTON:
When GEMAPS was run, is it run in US dollars?

198

MR. ELEN:
Correct.

199

MR. DALTON:
So then you convert the results, in terms of Canadian dollars, based on an exchange rate assumption?

200

MR. ELEN:
Correct.

201

MR. DALTON:
So a higher exchange rate, such that, if we were at eighty cents US for $1.00 Canadian, versus 75 cents US to $1.00 Canadian, would cause Ontario market prices to decrease?

202

MR. ELEN:
Presumably. Same is true if the exchange rate is reduced.

203

MR. DALTON:
In the methodology that you employed, you, essentially, assumed that consumers saw a zonal, locational, marginal price, and that there was no offsetting impact from, for example, Ontario Power Generation's regulated assets, assuming the regulated price of those generation assets was less than the locational marginal price?

204

MR. ELEN:
The assumptions with regards to Ontario power units was strictly based on whatever they produce at marginal cost. The NUGs, however, were assumed to be ‑‑ even though they do produce high marginal cost, were assumed to produce at a cheaper rate, to reflect the contract that they have in Ontario. Only the NUGs. The remainder was whatever they produce at the true marginal cost.

205

MR. DALTON:
The Ontario government is moving forward on a hybrid market structure. Is that not correct?

206

MR. ELEN:
Correct.

207

MR. DALTON:
And one element of the hybrid market structure is that Ontario Power Generation's regulated assets, which had been identified as the nuclear units and three base‑load hydro‑electric units, are going to receive a regulated price. Is that correct?

208

MR. ELEN:
Correct, I guess. I'm not familiar with the details for the future.

209

MR. DALTON:
To the degree that the regulated price for those assets is less than the market price, the zonal LMPs that you've calculated, or the HOEP that we see in the IMO‑administered markets, does that not result in a lower effective price to consumers?

210

MR. ELEN:
Compared to my results? I'm not sure I understand the question. Lower than what?

211

MR. DALTON:
So if we have two market structures, one where consumers just see a spot market price, the HOEP, or a second market structure, where consumers see a blended price, with one element of that blended price being the regulated price for OPG's regulated assets, if that regulated price is less than the HOEP, wouldn't consumers in that second market structure see a lower effective price?

212

MR. TSIMBERG:
Is it possible to ask ‑‑ I want to ask a question. I'm not comfortable with these proceedings. We're not experts on fair market price. We have IMO here, who know much more about it than we do. Is it appropriate to, maybe, ask the right question? Or how does it work? Maybe seek their advice. I'm not sure what is appropriate in all these circumstances.

213

MR. DALTON:
We can offer a follow‑up interrogatory on the question, and you can then, I think, at that point ‑‑

214

MS. BAND:
Just ‑‑ if a representative of the IESO wants to ‑‑

215

MR. TSIMBERG:
Yes, that was my question ‑‑

216

MS. BAND:
‑‑ provide further information or clarification on that, they're welcome to.

217

MR. ROCHESTER:
I could offer an opinion. And my opinion would be that, if the regulated price for the heritage assets is set lower than what we've experienced as the HOEP, that, in effect, could yield overall lower costs to consumers for every megawatt.

218

What it may ‑‑ what is hard to assess is, is whether it would change ‑‑ how it would affect the relativity between the two scenarios, since the lamination of resources that are at market price are really the ones that are changing from scenario to scenario. So, by increasing the supply available to Ontario, you're not affecting the regulated structure, the heritage asset price, and its influence on the marketplace.

219

So I don't think, without some investigation, we can say, categorically, that it ‑‑ how it would change the results.

220

I would expect you'd get different results, but I'm not sure which direction they'd go. Because what you're looking at is the differential, and you're looking at the differential, basically, at the top lamination that's being dispatched to assist. So it could be relatively similar; it could be different. And, until we have some idea of what that heritage price is going to be, and all of the implications of the hybrid market on price for consumers, it is really difficult to gauge the answer to that.

221

It's something we might ‑‑ one, perhaps, could simulate with a bunch of different numbers, but that would be a very time‑consuming exercise, and difficult to do with the MAPS model, as Hydro One have indicated the MAPS model does not lend itself to an hourly‑energy‑price‑ ‑‑ market‑clearing‑price‑type evaluation ‑‑ a uniform market‑price evaluation.

222

MR. YOUNG:
If I may offer another comment on that, too, is that, whatever the regulated price is going to be, one would expect it to be relatively close to some cost‑base value. And the GEMAPS is, also, a cost‑base simulation model for the generation.

223

So the generation bid price for the GEMAPS simulation, and the regulated price ‑‑ one would not expect significant differentials.

224

MR. DALTON:
But, I mean, aren't we distinguishing between a marginal cost and an average cost? Whereas I would expect that the regulated price would be, essentially, an average cost, which would compensate the OPG for its cost of capital, as well as its fixed operating expenses and its variable operating expenses.

225

MR. YOUNG:
That's correct.

226

MR. DALTON:
To get back to your point, Dan ‑‑ I guess my assumption is that there is a regulation out there ‑ I believe it's still draft ‑ that, kind of, outlines the mechanism and framework for the global adjustment. And that, you know ‑‑ there's some issues, I guess, associated with GEMAPS and its ability to come up with a uniform price for Ontario. But, to the degree that we can come up with an estimate, in terms of what that uniform price for Ontario is, and how it varies from the two different scenarios, one with the Queenston‑flow interface congestion reduced by 800 megawatts, we can figure out what's the ‑‑ what would be the impact on the HOEP. And my understanding is, the way the global adjustment is going to work is that consumers will only see the HOEP for that portion of generation that sees the market price. So if there are regulated assets that see a regulate price, they would pay that regulated price for them.

227

So the weight that's going to be given to the HOEP is, effectively, going to go down over time. Is that consistent with your understanding?

228

MR. ROCHESTER:
That's what I would expect.

229

MR. ELEN:
A question for you, just to clarify your statement there. I'm curious to find out, when you do the HOEP before the upgrade, and then after ‑‑ and after the upgrade, HOEP is based on a non‑constraint system, Ontario system; right? Market clearing price, MCP.

230

MR. DALTON:
That's correct. And I guess that's one of ‑‑

231

MR. ELEN:
So now the QFW, essentially, has no limit. When you go to ‑‑ it may be something we can address later on. I'm just curious how you actually do the assessment.

232

MR. DALTON:
Well, I think what would happen would be that the value you would put to this interface would just be the congestion management settlement ‑‑ the difference in terms of congestion management settlement credits.

233

MR. ELEN:
So any other congestions, like the FETTs, is there is no limit on those interfaces. You're just looking at the QFW. Is that how ‑‑

234

MR. DALTON:
Are you asking me in terms of ‑‑

235

MR. ELEN:
Yes.

236

MR. DALTON:
‑‑ in terms of how I would model it?

237

MR. ELEN:
Yes.

238

MR. DALTON:
I guess no one has asked me to model it, but...

239

MR. ELEN:
That's the crux right there.

240

MR. DALTON:
I'm not saying you have an easy job.

241

MR. MIKHAIL:
It's about ten minutes past ten. Do you think we can take a break now? Or how long are you thinking of?

242

MR. SNELSON:
I would only be about 15 minutes, perhaps.

243

MR. MIKHAIL:
Is that all?

244

MR. SNELSON:
Yes.

245

MR. MIKHAIL:
Is it okay with everyone to continue?

246

MR. TSIMBERG:
Sure.

247

MR. MIKHAIL:
Okay, go ahead.

248

MR. SNELSON:
Okay. I'm Ken Snelson, and I'm representing AMPCO. As I said, I haven't prepared a lot of detailed questions, but there's a number of items that came up during this discussion that I think I would like some further clarification of.

249

MS. ABBOTT:
Excuse me, I'm sorry, I'm wondering if we could take a break, if that would be possible. I'm sorry to interrupt. Would that be all right?

250

MR. MIKHAIL:
That's fine. We will break for 15 minutes and be back here at about ‑‑ let's make it half past. Make it 20 minutes.

251

MS. ABBOTT:
Thank you.

252

‑‑‑ Recess taken at 10:10 a.m.

253

‑‑‑ On resuming at 10:31 a.m.

254

MR. MIKHAIL:
Okay. I guess now we can pass the floor to AMPCO. Oh, sorry, our counsel wants to make a statement here.

255

MS. BAND:
Just by way of clarification, representatives of the IESO are here today, and are here, in part, to provide whatever assistance they can to any party in terms of understanding some of the issues that are under discussion this morning. So, if any party wants to direct or redirect a question to the representatives of the IESO that are here today, they can certainly feel free to do so.

256

MR. MIKHAIL:
Thank you.

257

And, finally, now it's AMPCO.

258

MR. SNELSON:
That is helpful, because I think that some of my questions, perhaps, can be best answered by some combination of the Hydro One people, who are, perhaps, familiar with the GEMAP study, and IMO or IESO people, who are more familiar, perhaps, with the market system in Ontario.

259

I think it is ‑‑ we've already had some discussion on this, in that the estimation of benefits as the differential in the locational, marginal price that comes out of the locational, marginal pricing model, times the load in each zone, is not really representative of the way it's done in Ontario, with the ‑‑ is it uniform pricing model that we have? ‑‑ system that we have here.

260

And I've had some thoughts, while this process has been going on, as a process that might, with a ‑‑ relatively few runs of the GEMAP study, get to the way in which we actually do it, and a good approximation to the way in which we actually do it.

261

And I, kind of, want to ‑‑ sort of, just lay this out, and see if this would be helpful to ‑‑ and feasible to do, and, whether, in fact, you know, between us, we can get to some understanding as to whether this will get to where we need ‑‑ you know, a reasonable estimate.

262

And the first thing, I think, is, you know, in establishing an estimate of the HOEP in Ontario, then that is established, as I understand it, with no transmission limits within Ontario, but with transmission limits on the interfaces with our neighbours, that are representative of the physical limitations of those interfaces.

263

And so, perhaps, you can confirm that it is possible, in the GEMAP study, to do a run with the ‑‑ all the data the same as you would otherwise have it, but with the interfaced limits in Ontario raised to levels where they're no longer limiting.

264

MR. ELEN:
Just to ‑‑ one clarification, and maybe the IESO can confirm, that, I believe, the HOEP is performed with the Ontario system on its own, with no impact from the outside world in establishing the MCP.

265

MR. ROCHESTER:
I'm not able to confirm that.

266

MR. ELEN:
At least, that was my understanding. MCP is, essentially, finding out with Ontario on its own, can ‑‑ is there enough generation to balance the load and, if there is, what is it?

267

MR. SNELSON:
Well, and I think we must ‑‑

268

MR. ELEN:
And I think we need to clarify that.

269

MR. SNELSON:
Yes. My understanding is that there are scheduled ‑‑ that the scheduled flows for inter‑ties are established with an unconstrained model in pre‑dispatch, where they are at variable.

270

MR. ELEN:
When you say "scheduled flow" ‑‑ so that means, essentially, you're scheduling an outside generator, because, I believe, it's a firm contract. That's different.

271

MR. SNELSON:
No. No. The ‑‑ my understanding ‑ and, surely, there's somebody from the IESO who can confirm this ‑ my understanding is that interface schedules are established in pre‑dispatch, one or two hours ahead of time, according to the bids in the market at that time, for both inter‑tie ‑‑ people who are bidding over the inter‑ties and people who are bidding internally. And so it's the view of the world, without ‑‑ that establishes the inter‑tie flows in that ‑‑ in pre‑dispatch.

272

So, I think, if we ignore the changes that take place between pre‑dispatch and real‑time ‑ which, I think, would be ‑‑ is far too complex to try and model in this kind of situation ‑ then I think it's reasonable that the HOEP would be determined from a run of a model which has all the generation ‑‑ has the physical constraints on the ties between Ontario and its neighbours, and that the ‑‑ artificially, the constraints within Ontario are raised to the point where they are no longer limiting.

273

MR. ROCHESTER:
I believe that's correct.

274

MR. ELEN:
I guess my only concern, again, is that we need to clarify, first, that the outside world is not modeled. What you're saying there ‑‑ when you have a scheduled flow, say, from Michigan, of, say, 600 megawatts ‑‑

275

MR. SNELSON:
No. The outside world, in this simulation, would be modeled.

276

MR. ELEN:
But the way the HOEP is modeled, at least, on the first pass, is, you have a scheduled flow of 600 megawatts from Michigan. 600 megawatts will be flowing out of Michigan ‑‑

277

MR. SNELSON:
No. The HOEP, in real‑time, is based on scheduled flows that are established in pre‑dispatch. And the pre‑dispatch is not based on scheduled flows. The pre‑dispatch is based on bids.

278

MR. ELEN:
Yes. Let's clarify that first before we even try to attempt ‑‑

279

MR. SNELSON:
If we take that ‑‑

280

MR. ELEN:
Okay.

281

MR. SNELSON:
‑‑ as the likely thing, then that would be a means of establishing the ‑‑ an estimate of the HOEP. And the ‑‑ that would be independent ‑‑ assuming the bidding behavior ‑ and this is, actually, quite a large assumption ‑ assuming the bidding behavior wouldn't change according to whether the Queenston West Flow interface had been upgraded, or not ‑ right? ‑ then that estimate of HOEP would not differ according to the ‑‑ whether or not the interface had been upgraded.

282

Now, the congestion credits would change, but the actual estimate of HOEP would not change ‑‑

283

MR. ELEN:
No.

284

MR. SNELSON:
‑‑ assuming the bidding behavior doesn't change.

285

MR. ELEN:
I agree with that, yes.

286

MR. YOUNG:
Yes.

287

MR. SNELSON:
So then you would come, perhaps, to two other scenarios. One in which you're estimating the constrained system, with all Ontario constraints in, and with the QFW interface at 1,800 megawatts; and a second one with everything the same, but the QFW interface is set at the higher level, which, I think, is 2,600 megawatts.

288

And, for each of those scenarios, you would need to estimate the congestion payments that would be made to generate this. And the savings to customers would be determined by the difference in the congestion credits that would be calculated from the one case to the other case.

289

Now, I think you have said that the GEMAPS model is not set up to calculate congestion credits.

290

MR. YOUNG:
That's correct.

291

MR. SNELSON:
Right? But I believe that there is, probably, data within the GEMAPS model that would enable a reasonable estimate of the congestion credits to be made.

292

Now, you or the ISO, perhaps, can confirm that the ‑‑ in each zone ‑‑ well, first of all, can you confirm that the GEMAP study can provide, for each zone, the megawatts of generation that are dispatched in that zone?

293

MR. ELEN:
Yes.

294

MR. SNELSON:
And the locational price in that zone?

295

MR. YOUNG:
Yes.

296

MR. SNELSON:
You've already said that; right? And from the study that we would do to determine HOEP ‑ okay? ‑ then that would ‑‑ we would have an Ontario HOEP for each zone, we would have a generation dispatched in that zone on the artificial uniform pricing assumptions, and so we can calculate, I believe, the difference in generation between the constrained case and the unconstrained case that determines the HOEP.

297

MR. ELEN:
Correct.

298

MR. SNELSON:
All right. So if we have a difference in generation, that is an estimate of the amount of generation that has to be constrained on or off in that zone. I think that is fair?

299

MR. ELEN:
Yes, correct.

300

MR. SNELSON:
Yes. And the constraint payment that has to be made to that generator, if it's a generator that is constrained off ‑‑ let's do the constrained‑on one first. If it's a generator constrained on, so that's a zone where the generation in the uniform ‑‑ sorry, in the constrained case is higher than in the uniform price case, all right, so in that case you have to constrain some generation on.

301

The generator who is constrained on is paid the difference between his bid price and the uniform market price for the amount of generation that is constrained on. And his bid price cannot exceed the locational marginal price in that zone in the constrained case. I think that's fair. Otherwise, he wouldn't have been running in the constrained case.

302

So I'm proposing, as an estimate of the constraint on payment, it would be for those zones where the constrained case is more generation than the unconstrained case. It would be the difference in generation times the difference in price between the constrained and unconstrained cases. And, if anything, that would tend to overestimate the congestion payment, because some of those who are constrained on may have actually bid at less than the locational marginal price. They would have had to bid it higher than the average price, but they could have bid it less than the locational marginal price. They may not have been the marginal unit. Is that fair?

303

MR. ELEN:
No. What you're saying is, theoretically, it can be done.

304

MR. SNELSON:
I'm also interested to know whether it can be done practically, because ‑‑

305

MR. ELEN:
Exactly.

306

MR. SNELSON:
‑‑ both ‑‑ well, I don't think we have a tremendous number of numbers. We have three cases; right? We have an unconstrained case and we have two constrained cases. We have the quantity of generation in each of ten zones, all right? I think it was ten transmission zones in Ontario?

307

MR. ELEN:
Right.

308

MR. SNELSON:
And you have ‑‑ and you have a difference in price in ten zones. So I think we're talking about in the order of, sort of, a few tens of numbers, not thousands of numbers.

309

MR. ELEN:
Yes.

310

MR. SNELSON:
In the constrained‑off case, and that's a case where a generator has bid ‑‑ where the locational marginal price is less than the uniform price, and, again, a generator is paid his lost opportunity cost, which is the difference between his ‑‑ the uniform price and the lower price at which he bid. And again, that difference cannot be larger than the difference between the uniform price and the locational price in that zone, because otherwise you would have been running in both cases.

311

And so a reasonable estimate of congestion payments paid for constrained off is, again, the difference in generation between the two cases times the difference in price.

312

And I think this is a fairly practical way of doing it, and it may require some kind of cooperation between the IMO and ‑‑ the IESO and Hydro One to, sort of, make sure that the assumptions are reasonable. But, this would seem, to me, to be far more representative of the way in which we actually do things than assessing the benefit based on differences in locational marginal prices for zones, when we don't charge customers according to locational marginal prices.

313

MR. YOUNG:
I guess, from a practical perspective, using that approach, if I can understand this, is that for each zone, with the unconstrained generation identified for that zone and the constrained generation for that zone, there would be a difference in generation, you're saying.

314

MR. SNELSON:
Yes.

315

MR. YOUNG:
And you're saying, applying the congestion, or whatever the difference in their bid price, against what the HOEP is for that zone?

316

MR. SNELSON:
Well, I'm simplifying this to go, instead of doing the bid price, you'll do it on the locational price. If you do it on the bid price, you have to identify which particular generators are going to be constrained off and you have to ‑‑ and by how much, and you have to do it by generator.

317

MR. YOUNG:
Yes.

318

MR. SNELSON:
And there could be a fair amount of work to that; right?

319

MR. YOUNG:
Yes, that's correct.

320

MR. SNELSON:
I'm suggesting that an upper bound on the congestion payments is the locational marginal pricing ‑‑ the difference between the locational marginal price in the zone and the uniform price in the zone, times the difference in generation between the constrained and unconstrained cases in that zone.

321

MR. YOUNG:
Right.

322

MR. SNELSON:
And that's a very ‑‑ as long as you have zonal information coming out of your model in terms of total generation and price, then those differences are all available and there are a relatively small number of numbers. I mean, I can do it ‑‑ if you give me a table, I can do it on a calculator, if I need. I don't even need a computer.

323

MR. YOUNG:
I guess my only concern with that is, within a zone, there could be a number of generators which would have bid below what the locational zonal price is.

324

MR. SNELSON:
Yes.

325

MR. YOUNG:
And then depending on the size and how much, we could be understating the difference. That would be my concern.

326

MR. SNELSON:
I think we overstated it.

327

MR. YOUNG:
Versus using the locational price and subtracting the difference between that and the HOEP, applying that as the congestion payment for that zone.

328

MR. SNELSON:
The calculation I've proposed, I believe, is an upper bound. If you consider a case where the locational price is $50 a megawatt‑hour and the uniform price is $40 a megawatt‑hour, and we have a generator that has bid $45 a megawatt‑hour, okay, in that case, the generator is going to be constrained on because he's bid at less than the locational marginal price but at above the uniform price.

329

MR. YOUNG:
Mm‑hm.

330

MR. SNELSON:
This constraint payment is the amount he's constrained off times the difference between his bid and the uniform price, which is the difference between 45 and 40, which is $5, times ‑‑ for each megawatt that he's constrained off.

331

I'm suggesting that we calculate it based on the locational marginal price, that's the uniform price, which is the 50 minus the 40 ‑‑

332

MR. YOUNG:
Right.

333

MR. SNELSON:
‑‑ and that is 10. And I'm saying that that cannot exceed the constraint payment that's actually made.

334

MR. YOUNG:
That's assuming that the locational price will be higher than the HOEP price.

335

MR. SNELSON:
That's for constrained‑off payment.

336

MR. YOUNG:
Right.

337

MR. SNELSON:
The reverse happens for constrained‑on payment. If we have a uniform price of $40, and the locational price is $30, and the generated bid, 35, okay?

338

MR. YOUNG:
Right.

339

MR. SNELSON:
His last opportunity would be 40 minus 35, which is $5, and we would be crediting the constraint payments with 40 minus 30. And it's only when the numbers appear in that order that you get this constrained‑off ‑‑

340

MR. YOUNG:
Right.

341

MR. SNELSON:
‑‑ circumstance.

342

MR. YOUNG:
In that scenario, if the generator bid $25 instead of $35 of constrained off ‑‑

343

MR. SNELSON:
If the generator bid $25 and the locational marginal price was 30 and the uniform price was 40, he would be running both in the constrained and unconstrained sequences and there would be no constraint payments.

344

MR. YOUNG:
If that generator was not constrained within that zone. I guess what I'm ‑‑

345

MR. SNELSON:
Well, we'd be ‑‑ I'm presuming that the locational price accounts for constraints between zones. That's the whole purpose of it.

346

MR. ELEN:
Just ‑‑ I guess what you're saying is not so much "running" GEMAPS. Running GEMAPS? It will run it. It will give us three sets of data. What we're talking about, here, is post‑processing the results, so that we can, somehow, reflect the existing market.

347

MR. SNELSON:
That's correct.

348

MR. ELEN:
And that would require writing a code, essentially, and having those three sets of data, and getting all these if conditions ‑ blah, blah, blah ‑ for every hour, for every generator, and just go through it. It can be done.

349

MR. SNELSON:
Okay. I'm suggesting that we do it simpler, and you don't do it for every generator. You do it for each zone. If you do it for every generator, and calculate the constraint payment for each generator, that's even better.

350

MR. YOUNG:
That's correct.

351

MR. SNELSON:
But I'm suggesting that doing it on a zonal basis is, probably, a lot simpler, than the way of performing calculations ‑‑

352

MR. ELEN:
But you still have to look at the ‑‑ when you say "on a zonal basis", you've got to look at which generator is constrained‑on and which one is constrained off.

353

MR. SNELSON:
If you have the difference in the total zonal generation ‑‑

354

MR. ELEN:
Yes.

355

MR. SNELSON:
‑‑ in each ‑‑ I would ‑‑

356

MR. ELEN:
And you concentrate on those, but you've still got to look at the generators that are ‑‑ that have been changed, from one case to the next. You've still got to get a list of all the generators, and which generators have changed at QFW at 1,800, tabulate that, which generators have changed at 2,600, tabulate that, and then concentrate on those, to find out which one is constrained‑on, which one is constrained‑off, and so on and so forth. Yes.

357

MR. SNELSON:
Does GEMAPS produce a summary number of the amount of generation in each zone?

358

MR. ELEN:
Yes. For each generator, yes.

359

MR. SNELSON:
Then GEMAPS has already done all the summing you need?

360

MR. ELEN:
Right. But you've got to set the intelligence before and after, which one actually went up, which one went down, and make decisions as to which one's constrained‑on, which one's constrained off. Once you determine that, okay: At what price ‑‑ then, I guess, we could look at the zonal price, compared to the HOEP, and so on ‑‑

361

MR. SNELSON:
You might want to think about this ‑‑

362

MR. ELEN:
Yes?

363

MR. SNELSON:
‑‑ because I think you'll find it's quite simple, when you actually get to do it.

364

MR. ELEN:
Okay.

365

MR. SNELSON:
And I realize it's been sprung on you here, and so you're very reluctant to commit to something ‑‑ to doing something ‑‑

366

MR. TSIMBERG:
Can I also make a point ‑‑

367

MR. SNELSON:
‑‑ when you haven't had a chance to go back to the shop and think about it.

368

MR. TSIMBERG:
Can I also make a point, if I may? Yes?

369

MR. SNELSON:
Yeah.

370

MR. TSIMBERG:
And I don't want to sound like a broken record but, we're debating, basically, accuracy of simulating potential future market in Ontario using GEMAPS. And we're debating about what, exactly, is relative dollar value of economic benefits from the QFW reinforcement of 300 megawatts. And it is an important benefit, but it's really not the main driver for us going forward with the project.

371

I'm very comfortable stating that there will be no negative impact on electricity prices from QFW, and what we're talking about, what is relative change in economic benefit. What we got using GEMAPS run was based on our set of assumptions, which we felt were, you know, appropriate. And we ran it by ISO. They felt, also, it is a reasonable set of assumptions. And it gave us this number.

372

The main drivers ‑‑ and I, just ‑‑ sorry for repeating it, again ‑‑ but the main drivers for the project is not economic. It's not like the Hydro Quebec case, when the project was done, basically, because it had great economic benefit.

373

Having economic benefit from QFW is, if I can use a term ‑‑ it is a side benefit. The major benefits are facilitation of generation in Niagara, greater reliability, availability, and improved intra‑capability, and enabling ISO to get access to cheaper energy when it is possible. And also enabling OPA, when it comes to existence, to sign long‑term contracts. And, presumably, all of those things will be within the policy of the government.

374

So we can debate and I just ‑‑ my concern, frankly, is, I don't want to spend too much time on something that's fairly limited value, from our perspective. And I apologize for sounding arrogant, if I do. So that's, basically, the point I wanted to make.

375

MR. MIKHAIL:
I would like to jump in at this point and say, I accept your characterization, but from the Board's point of view, the evaluation of the economic benefit is very critical. It's, really, the basis for the Board to make a decision, and that's why we're all here, you know. So I accept other aspects of the project, but a critical one is, really, evaluating the benefit, and having some comfort on the number that's in front of us, and in front of the Board. So I'm not trying to contradict what you're saying. All I'm saying is, from the Board's perspective, it is very critical, very important.

376

MR. TSIMBERG:
I'm just responding ‑‑ I'm not ‑‑ by no means suggesting that it's not important, because it's, basically, economic assessment of repairs ‑‑ benefits. All I'm suggesting is there's got to be some kind of degree of balance. To what extent ‑‑ because we'll never get exact assessment of benefits. We're using a bunch of assumptions, regardless of what approach we use, you know ‑‑

377

MR. MIKHAIL:
Well, that's ‑‑

378

MR. TSIMBERG:
‑‑ to run GEMAPS.

379

MR. MIKHAIL:
That's very true. And if there is any avenues to, sort of, have evaluations checked against other aspects of the marketplace, you know ‑‑ the fact that there is ‑‑ a portion of the market, now, is going to be regulated, that cannot be, sort of, not assumed and not evaluated. So that needs to be done. And, to me, you know, like having that kind of dialogue between all of the parties, keeping in mind that we want to put some time limit to the process, we still want to explore all workable approaches. So I think, with that in mind, we should proceed.

380

MR. TSIMBERG:
I think your point is well‑taken. I just wanted to interject to put this perspective ‑‑

381

MR. SNELSON:
Okay, then. I think that is, probably, my most fundamental set of things. But I think that very well ‑‑ likely will be expressed ‑‑ probably, as interrogatories, if that was, you know ‑‑ or work with Board Staff, or your consultants, or something, to try and define how best that ‑‑ to do that.

382

There were a couple of more detailed questions about ‑‑ which arose from the previous questioning. I gather that, in the latter two years of the study, you had some unserved load, which you've described as dispatched ‑‑ demand dispatch?

383

MR. ELEN:
Demand dispatch.

384

MR. SNELSON:
Demand dispatch, okay. What price did you associate with demand dispatch? You said it was ten hours a year, but ‑‑

385

MR. ELEN:
The demand dispatch was set at $250 US for each zone. That doesn't mean the demand dispatch was invoked in all the ten zones during 2009‑2010.

386

MR. SNELSON:
No. There were ten hours when there were some load ‑‑ or demand dispatch.

387

MR. ELEN:
Correct.

388

MR. SNELSON:
And at that kind of price.

389

MR. ELEN:
Yes.

390

MR. SNELSON:
Okay.

391

MR. MIKHAIL:
And that's 250 per megawatt hour?

392

MR. ELEN:
Correct.

393

MR. SNELSON:
Which, actually, is not that unreasonable for dispatchable load. It's not a number that would cause me a problem. If you were calling ‑‑ if you are using $3,000, I might be concerned.

394

There have been a number of references to fuel price assumptions and data assumptions. And I got the general impression, from the previous questions, that, for US assumptions, then, you, essentially, took the data that was provided in the base‑case GEMAP studies, that you were provided.

395

MR. ELEN:
Correct.

396

MR. SNELSON:
And that, for Ontario data, you, in some cases, updated to Ontario‑specific values.

397

MR. ELEN:
Correct.

398

MR. SNELSON:
And one of the concerns ‑‑ you know, as I see it, there are two types of flow that occur on this Queenston Flow West interface. One is the excess generation of the Niagara region ‑ and that has to flow into the rest of Ontario ‑ and the other is any net import over the New York inter‑ties. And the New York flows in this kind of model will, likely, be quite sensitive to differentials in assumptions between Ontario and New York, in particular, and the US, in general.

399

MR. ELEN:
Differentials with ‑‑ regarding to what?

400

MR. SNELSON:
Well, let's, say, take fuel prices, for instance.

401

MR. ELEN:
Okay.

402

MR. SNELSON:
Right? So, for instance, if the incremental generator in Ontario is a gas‑fired generator, and the incremental generator in New York is a gas‑fired generator, and they both, more or less, see the same natural gas price in real terms, you know, in real‑time, there may be some differential with respect to transportation or something of that nature, but more or less the same. Then consistent assumptions about fuel price, natural gas price could be very important in determining which is the appropriate one to flow.

403

And inconsistent assumptions could cause a flow to occur in the study that might not occur in real‑time. So, for instance, if, for some reason or another, the assumed gas price in Ontario was 15 percent higher than the assumed gas price in New York, then the model would schedule the generator in New York ahead of the generator in Ontario, presuming that there is space on the interties, and so on; and that that could contribute to the loading on the Queenston Flow West interface. I think that's correct.

404

MR. ELEN:
Correct.

405

MR. SNELSON:
So, in this case, it may be more important that the fuel prices assumptions be consistent than they be accurate So, for instance, if they were both high or both low, as long as their relativity was correct, then you might get a reasonable answer on the flows.

406

If, for some reason, the Ontario price is accurate but the New York price, for some reason, was inaccurately low by 15 percent, then it's the lack of consistency that could cause the effect on the flows rather than the overall accuracy of the fuel estimates. I think that's fair.

407

MR. ELEN:
That's a fair statement.

408

MR. SNELSON:
So, it comes down to, have you done anything to check the consistency of the fuel price assumptions that you're using in Ontario and the fuel price assumptions that are in the base data that comes from GE?

409

MR. ELEN:
No. Like I said earlier, whatever we used was what GEMAPS provided, and their source of data is from consistent sources, such as RDI and ‑‑ they're reliable sources.

410

MR. SNELSON:
But for Ontario, you used Ontario‑specific data?

411

MR. ELEN:
For Ontario, I used what GEMAPS provided in the database for the Ontario fuel prices.

412

MR. SNELSON:
Oh, for the Ontario fuel prices.

413

MR. ELEN:
Correct.

414

MR. SNELSON:
I understood that in some cases, you had used Ontario‑specific data.

415

MR. ELEN:
For the generators, the MCRs, and energy.

416

MR. SNELSON:
But you used that data. So the fuel prices ‑‑

417

MR. ELEN:
I did not attempt to try to come up with my own fuel price, because then, you're right, I would interfere ‑‑ I would have to consider the other ones if I did that. For the Ontario, I would have to consider the New York and ECON, the two border ones, and I figured that that would not be appropriate.

418

MR. SNELSON:
Do you have ‑‑ the only, you know, one other possible cause of inconsistencies, exchange rate assumptions, do you know what exchange rate was assumed in the GE studies?

419

MR. ELEN:
In GE, it's all US dollars, including the Ontario fuel price.

420

MR. SNELSON:
Okay. That's probably not a bad assumption, because that maintains consistency. If the Ontario gas ‑‑ if gas prices are set in US dollars, then the price in Ontario will likely reflect any change in the exchange rate, which would, I think, probably make the assumption reasonable.

421

One other area that I'm left with an uneasiness, all right, and that is ‑‑ and we asked an interrogatory on it. In the ten‑year outlook of the IMO, which is part of your submitted documents ‑‑ and just if I can get the reference. It's Exhibit B, tab 4, schedule 7, page 48. This is the IMO's ten‑year outlook, and seeing as it was prepared last year, I can call it the IMO, not the IESO.

422

Then there's a table there of potential congestion on major interfaces. And the number of hours in 2010 that is shown for congestion on the Queenston Flow West summer is 85.

423

And we asked an interrogatory on that, which was Exhibit C, tab 2, schedule 1, which was really looking for the consistency between that 85‑hour estimate and the estimated savings. And there's some calculations in there which prove to be not particularly relevant because of what's ‑‑ the information that's come out.

424

But in that interrogatory, you say:

425

"According to Hydro One's study as a result of the QFW upgrades, the reduction in congestion over the study period 2007 to 2010 would average about 350 hours per year."

426

And one of the questions was consistency between the IMO modelling and the Hydro One modelling, or the GEMAP modelling. And so you, apparently, have a mismatch between studies.

427

Now, I know that these hours can be quite sensitive to assumptions in these studies, so I wouldn't expect a particularly close alignment. But 850 to 350 hours of congestion, when that is the primary focus of what this upgrade is addressing ‑ it's to reduce congestion; right? ‑ it seems like quite a large differential.

428

And in bullet 1, you say:

429

"Hydro One does not have access to IMO models for validating results. The IMO have, however, reviewed our assessment, and their notice of intervention states that they have reviewed the methodology and assumptions used by Hydro One and found these to be adequate and consistent with industry practice."

430

And I'm just left with the kind of a wide differential and no understanding of where the differential has occurred. And it's a ‑‑ you know, it goes to the crux of the problem this upgrade is trying to address.

431

And I'm really looking for some clarification from Hydro One, or the IMO, as to how these studies are consistent or how ‑‑ for what reasons they're inconsistent and whether those reasons are important to this process.

432

MR. ELEN:
Right. We are aware of the ‑‑ of what the IMO has reported. Unfortunately, we're not privy to their data that they used when they ran their simulations. But what we conclude, however, is that there are two main areas where there seems to be some difference. One is a fuel price, as we were talking about earlier, and the other one is the generation availability within Ontario.

433

MR. SNELSON:
Would I assume from that, then, that you have assumed lower generation availability in Ontario?

434

MR. ELEN:
It would suggest that, correct.

435

MR. SNELSON:
And a higher fuel price in Ontario and a lower fuel price in the US?

436

MR. ELEN:
We ‑‑ I don't know.

437

MR. SNELSON:
You don't know. Is there anything the IMO, or IESO, as you know of, could help us with here?

438

MR. ROCHESTER:
I can identify three possible differences that could significantly affect the results. One ‑‑ a couple of which have been tabled already.

439

The first is fuel price differential. Hydro One have stated that they used the fuel‑price forecast from General Electric. At the time we were doing our ten‑year studies, the fuel‑price forecast that we had from General Electric was vintage 2001, and was somewhat stale.

440

At the same time, we had been involved in an independent study with other regions in the north‑east United States and Canada, to look at gas supply. And, as a result of that study, we had provided by our consultant an independent price forecast for coal and natural gas supplies, both in Ontario and in the United States, and including some specific assumptions on transportation charges. So there's potential difference there in terms of the relativity assumptions between Ontario fuel prices and US fuel prices.

441

There's some potential for a difference in the exchange rate that would have been assumed in the development of the price forecast for IESO, or IMO, at the time, and that developed by G E.

442

So those two elements associated with price could play a part in the differences, and that spoke of the supply picture. There are two elements that I see to the supply picture. One is, the overall supply picture for Ontario, coupled with the relativity of fuel prices, would ‑‑ could drive the perceived need by the model to import. If Ontario were largely self‑sufficient, there would be a reduced need for imports, other than those that were purely economic. The other element of the supply side has to do with the information available to Hydro One with respect to the resources in the Niagara area, compared with the information available to the IMO, or the IESO. In particular, Hydro One have indicated that they have used the IMO‑IESO generation disclosure reports to develop their assumptions for the Beck plants, in particular, the Niagara Hydro‑Electric generation, in aggregate.

443

The IESO uses independent forecasts provided by market participants, directly, to us, that provide us with an expected seasonal capability, maximum capability, a minimum operational component, and an energy component that could be different, in terms of a forecast, from what is released through the disclosure reports.

444

The other element with respect to the disclosure reports, the MCRs that are reported in the disclosure reports are the maximum quantity that a proponent is allowed to bid into marketplace, and, generally, sets a cap, and can be higher than what we would expect to run in real time.

445

The other element associated with our projections might have to do with the assessments made with respect to generation outages, could be different with respect to what Hydro One would have assumed. So we may well have a pair of units out at the Beck complex which would reduce the capability in our outage program, whereas they were using an actual outage program that they specified in their report. And so there could be a difference in the capability of the Beck plants.

446

So if, as a result of that, we were using a lower estimate of the hydro‑electric production, that would tend to reduce our model's expectation for congestion. Conversely, if they were using a higher output from the Beck plants, that would increase the expectation for congestion.

447

In terms of the fuel‑price forecasts, we had imposed what we call a "hurdle rate", or a "differential", between external markets in Ontario, that would set an impediment to transactions coming ‑‑ a financial impediment to transactions coming in, that would have to be exceeded in order for an import to be ‑‑ to show up in our model.

448

So those are the elements ‑‑ the technical elements that could drive differences in the model results. And, in particular, for an area that's as sensitive as the QFW area, it doesn't take a very large change in those assumptions to go from a zero benefit to a substantial benefit.

449

What we do know, from our practical experience, is the Niagara interface and the Queenston Flow West interface are critical corridors for moving supply into the province, when the province is in a shortfall situation.

450

When we were doing our outlook for 2004, we had an expectation of provincial self‑sufficiency. With the events that are going on around us now, in terms of market changes, the reaffirmation of government's intent to shut down the coal, without a complete process for procuring replacement for all of that coal, and the gaps that we have identified, in terms of supply in future years, we may have been ‑‑ we were looking at a picture of self‑sufficiency last year that we may not be in a position to replicate this year.

451

MR. SNELSON:
The Minister, I think, has recently said things like, Yeah, I'm committed to shutting down coal, but I wouldn't do so at the expense of reliability.

452

MR. ROCHESTER:
Yes. And we have yet to see the details of those plans, and, when we do, I'm sure we'll be able to make a better evaluation.

453

But the point I wanted to make is that interface is critical in times of need. That is a critical interface for bringing supply in over the peak period in 2002, in particular. Our ability to maximize the coincident imports into Ontario ‑‑ we were fortuitous in that we had strong winds over the Niagara QFW interface that allowed us to maximize our imports on the day of that peak, or we would have been into load‑shedding. And that is a benefit that is not so readily quantified, in dollar terms, when you talk about shedding load. And that's an element that, I think, Yury has presented in terms of the reliability argument, that has an economic benefit to it, as well, that is unquantified in their statement. So, certainly, the congestion relief is a portion of the benefit of this upgrade, but it is the reliability improvement, and the ability to maximize the import capability of the province in times of need, that, for the IESO, is a more critical concern.

454

MR. SNELSON:
Just a ‑‑ shifting topic a little bit, and this is, perhaps, going a bit technical, but what was your assumption with respect to the operation of phase‑shifters? For instance, are we assuming that the phase‑shifters between Ontario and Michigan are fully‑operational, and control flow?

455

MR. ELEN:
At the time of the study, I assumed that L4D, 51D and the JD5 phase‑shifters were regulating, and DTM was out of service.

456

MR. SNELSON:
So the Michigan interface was completely controlled?

457

MR. ELEN:
Completely controlled, missing one tie ‑‑

458

MR. SNELSON:
But the ‑‑

459

MR. ELEN:
‑‑ which was out of service.

460

MR. SNELSON:
‑‑ which was out of service. So Lake Erie circulation is not a ‑‑

461

MR. ELEN:
‑‑ is not an issue ‑‑

462

MR. SNELSON:
‑‑ is not a contributor to the QFW?

463

MR. ELEN:
Not s contributor.

464

MR. SNELSON:
Yeah.

465

MR. YOUNG:
If I may, the phase‑shifters, when they are ‑‑ when they have full control of the Ontario‑Michigan tie, have the capability of controlling the Lake Erie circulation by approximately 500 megawatts. So any Lake Erie circulation beyond that, the phase‑shifter will not be able to control. And so that ‑‑ those flows in excess of that will impact the QFW. In the past, we've seen ranges of Lake Erie circulation anywhere from 500 to 1,500 megawatts.

466

MR. SNELSON:
And the ‑ who as operational control of the phase‑shifters?

467

MR. YOUNG:
I believe that is the IESO. They have joint operation procedures with Michigan ‑‑

468

MR. SNELSON:
And are ‑‑

469

MR. YOUNG:
‑‑ as these are joint facilities.

470

MR. SNELSON:
Yes. And are they operated to control flows to scheduled flows, or is there some other operational scheme?

471

MR. YOUNG:
I don't believe I can comment on that at this time. I would need to check with our operational friends on that ‑‑ what the operational strategy, going forward, is.

472

The origin intent of the phase‑shifters was to try, to the extent possible, given the limitations of the device.

473

MR. SNELSON:
Yes.

474

MR. YOUNG:
‑‑ to operate to some form of scheduled control.

475

MR. SNELSON:
And ‑‑ I know it's been contentious in some jurisdictions in the States, and I just don't know the resolution.

476

Okay. I guess I've got, perhaps, one other little area of questions, which is quite different. And I'm not sure whether this is significant or insignificant; all right?

477

There were some comments in your report about the possible standardization of 25‑cycle facilities, and we asked an interrogatory about it. There's, apparently, been some kind of committee that has produced a report. And the interrogatory was Exhibit C, tab 2, schedule 3.

478

And you have said, in your report, that a more efficient use of resources would have the 25‑cycle generation and transmission converted to 60‑cycle operation, with the installation of frequency changes, where required. And you quoted that there'd been some kind of report produced, and, when we asked what it had recommended, we were told it was confidential, and that it couldn't be released without the "okay" of the IESO and the people who had participated in the study.

479

But I'm just trying to get a sense of whether this is an issue that is potentially significant in this process, or whether this is an issue that is so trivial that we don't need to know about it.

480

And so, perhaps, you could, kind of, let me know, I mean ‑‑ what is the potential impact of what could be done here? I mean, how many 25‑cycle lines are there between Niagara and, I think ‑‑ into the Hamilton area, isn't it?

481

MR. YOUNG:
There are two 115 kV 25 Hz lines that go from ‑‑ effectively, a path ‑‑ two paths, from Beck to the Hamilton area.

482

MR. SNELSON:
Okay.

483

MR. YOUNG:
And the total load in the 25 Hz system is somewhere between 10 and 20 megawatts. So if you were to even remove that load supply from the 150 kV supply in the Niagara area, the absolute value of that load is quite small ‑‑

484

MR. SNELSON:
Okay.

485

MR. YOUNG:
‑‑ in terms of impacting congestion.

486

MR. SNELSON:
But if those lines were to be either operated at 60 cycles ‑ right? ‑ would they contribute to relieving the Queenston Flow West?

487

MR. YOUNG:
No. Our intentions ‑‑ our plans for those circuits, should the 25 Hz system disappear, would be entirely for local load supply ‑‑ reinforcement of the local area supply. And they would not be paralleled between the Niagara area and the Hamilton area.

488

MR. SNELSON:
But they're not required for local load supply, as of today?

489

MR. YOUNG:
At this point.

490

MR. SNELSON:
And you're only supplying this very small 25‑cycle load.

491

MR. YOUNG:
That's correct. And so we would be using it ‑‑ using those circuits, should they be freed up, for reinforcement of the 60 Hz local load supply.

492

MR. SNELSON:
And that wouldn't relieve the QFW interface, because ‑‑

493

MR. YOUNG:
It's the same load. Well it ‑‑

494

MR. SNELSON:
Well, if you're back‑feeding load from the Hamilton end ‑ right? ‑ then that's ‑‑ or, if you're feeding load from Niagara that would otherwise have been fed from Hamilton, sorry ‑‑

495

MR. YOUNG:
Right.

496

MR. SNELSON:
‑‑ then you could have some impact on the QFW flow, could you not?

497

MR. YOUNG:
If there was some transfer of the load. Primarily, the supply end would come out of the Allanburg area or the Niagara area.

498

MR. SNELSON:
Okay. And it does today?

499

MR. YOUNG:
It ‑‑ the 60 Hz supply?

500

MR. SNELSON:
Yes.

501

MR. YOUNG:
Yes, it does.

502

MR. SNELSON:
Okay. Is there another alternative that hasn't been examined of upgrading those lines to 230 kV lines, instead of the lines that you currently propose?

503

MR. YOUNG:
Those lines are currently on double‑circuit 115 kV towers ‑‑

504

MR. SNELSON:
Yeah.

505

MR. YOUNG:
‑‑ and their companion circuit are already supplying other load stations.

506

I suppose, in the future, it could be possible to do a 230 kV conversion, but that would ‑‑ I would expect that to occur quite a period into the future, and, also, to make that kind of conversion ‑ because you would have to convert the 115 kV facilities at all of these load stations that are currently being supplied ‑ that that would represent significant cost. So that would be a plan that could be considered, but we see that as a very long‑term opportunity.

507

MR. SNELSON:
Okay. And for the scheme that you are currently proposing, which is also rebuilding 115 kV lines as 230 kV lines: As I understand it, you don't have to convert any 115 kV transmission stations to 230 kV?

508

MR. YOUNG:
That's correct.

509

MR. SNELSON:
You've just got the problems of how do you provide back‑up to Dunnville.

510

MR. YOUNG:
That's correct. And, if I may, the back‑up to Dunnville is only a partial supply ‑‑ back‑up supply. Half the path ‑‑ supply path to Dunnville is on single‑circuit supply.

511

MR. SNELSON:
Yes.

512

MR. YOUNG:
And that's true today, and that will be true, even if we provide the partial back‑up from Caledonia to St. Ann's junction.

513

MR. SNELSON:
Okay. Well, that's ‑‑

514

MR. TSIMBERG:
If I may add, Ken ‑‑

515

MR. SNELSON:
Ken.

516

MR. TSIMBERG:
‑‑ because you raise a good point about possible consequences of 25‑cycle conversion, if it ever happens, or what impact they may have on QFW flow. If you assume there is no need for 25‑cycle supply because load, for whatever reasons, is not there any more, the problem with ‑‑

517

MR. SNELSON:
I understand some of my clients may very well be affected by that.

518

MR. TSIMBERG:
‑‑ but the potential may be that the OPG may decide to convert some of the 25‑cycle units into 60‑cycle units. That would increase output from back on the 60‑cycle system ‑‑

519

MR. SNELSON:
Yeah.

520

MR. TSIMBERG:
‑‑ and, in fact, it would increase congestion on QFW.

521

MR. SNELSON:
I appreciate that.

522

MR. TSIMBERG:
I just wanted to make that point.

523

MR. SNELSON:
Yes.

524

That's my questions.

525

MR. MIKHAIL:
Is there any other intervenor in the room that had any questions? I don't believe so, but our consultant would like to cover two more areas. And we would like to do that before we break for lunch, so let's do that.

526

MR. DALTON:
The first is better understanding, in terms of the GEMAPS model, and how you've specifically run it, and, in particular, the issue is how was trade between markets determined? So Ontario and New York? Or Ontario and Michigan?

527

MR. ELEN:
There were no firm contracts simulated when I ran the GEMAPS. Everything was done on the spot market.

528

MR. DALTON:
So if there were a lower‑cost resource available in New York, relative to the market‑clearing price in Ontario, and GEMAPS would assume that there would be trade from New York to Ontario?

529

MR. ELEN:
It would ‑‑ I also modeled the hurdle rate on the dispatch mode at $2.00. So New York would have to increase its marginal cost. Viewed from Ontario, anything that's bid out of Ontario, it would see the price ‑‑ it's marginal cost plus $2.00. Then the tool would decide whether or not it is still worth dispatching to supply the Ontario load.

530

MR. DALTON:
So there would be the $2.00, and then there would be the wheeling charge and that would determine essentially whether there were ‑‑

531

MR. ELEN:
The $2.00 captured the wheeling charge, as well.

532

MR. DALTON:
Okay.

533

The next area is your use of the IMO ‑‑ or IESO's 10‑year outlook. So from there, in terms of your generation assumptions, I guess, I'm trying to understand, you know, what did you assume regarding capacity expansion in Ontario? And how did you use the information that was presented in the 10‑year outlook?

534

MR. ELEN:
I'm not sure I understand your question.

535

MR. DALTON:
I guess it really comes down to what assumptions ‑‑ you've outlined in your report, I guess, some of the assumptions, and some of this, I guess, needs to be treated confidentially. But my understanding is that ‑‑ and maybe this is a question that's better addressed to the IESO, is that in the past, often when they have done their ten‑year outlooks, they have evaluated, kind of, an existing resource scenario and a planned resource scenario.

536

I guess I'm just trying to understand, what were the ‑‑ what assumptions did you use in terms of new generation in Ontario from the ten‑year outlook?

537

MR. ELEN:
So you're talking about the generation side, not the load forecast side?

538

MR. DALTON:
Generation, specifically.

539

MR. ELEN:
Yes. We tried to stay consistent with what the IMO reported ‑‑ the IESO reported. So we modelled all the expected generation that would be in service between now and 2010. And we did double‑check in some cases with the IESO to determine whether or not the in‑service date is still valid. So where we state, we conformed to the ten‑year report in that respect.

540

MR. DALTON:
Thanks. Just a question for the IESO in terms of the preparation of the ten‑year outlook. My understanding is that's ‑‑ the ten‑year outlook is really used to evaluate generation adequacy, in fact, focuses on that specific issue, and just identifies, when there is a deficit, that there's a risk of there being a deficit. And it does not, if there's a deficit, add capacity to essentially balance the market.

541

MR. ROCHESTER:
From a resource‑adequacy perspective, that is correct. In order to do our transmission modelling, and to get convergence of our power flows, we sometimes need to make assumptions with respect to additions to do the transmission assessments, to simply to get the models to run

542

We do, in ‑‑ you will find in the zonal transmission assessments, our determinations with respect to the benefits of generation projects that are in the cue to the zonal transmission adequacy, going forward. But from a resource‑adequacy perspective, we look only at what's installed, generation base, and those projects that are under construction. That was last year.

543

This year, with the advent of the government RFPs, we will also include in our evaluation those projects that have contracts with the provincial government. Because of the terms and conditions of those contracts, we feel that that commitment is equivalent to an under‑construction commitment. We are quite happy to show a deficiency in resources as residual need for the ‑‑ to be addressed within the province.

544

MR. DALTON:
I guess, going back to Hydro One, I guess our concern is that, given that there is essentially unserved load in 2009 and 2010, that, really, maybe what the market needs in the market is additional generation; and that if that additional generation were to be built, and one might expect that the Ontario Power Authority, given its obligations to ensure supply reliability in Ontario, would ensure that that capacity is built, that it might have ‑‑ or very likely could have an impact on the prices that GEMAPS is giving us.

545

So I don't know if there is a question in there, but ‑‑ and I think one of our follow‑ups will probably be in terms of looking at the demand supply balance, and probably asking you to break out the market price impact associated with production costs versus unserved load or the demand response.

546

I'm assuming you can break that out?

547

MR. ELEN:
I'm not sure I understand what you're trying to get at.

548

MR. DALTON:
I guess what I'm trying to get at is, what's driving the significant increases in prices that we're seeing in the latter years of the study, in 2009, 2010. And my ‑‑ I'm inferring that that's probably driven, in part, as you suggested, by the fact that, for several hours in each year, demand is what's establishing the market‑clearing price.

549

I'm wondering if, in reality, one would expect that supply would be built and supply might be a lower cost way, rather than invoking demand response or demand reductions.

550

MR. ELEN:
Yes, that's a possibility.

551

MR. YOUNG:
Also, Alain, correct me if I'm wrong, is that if you were to ‑‑ if there was additional supply availability in Ontario such that the dispatchable demand was not scheduled in the runs that you did, that would certainly drop the benefit. But even so, without the dispatchable demand, would the benefit still be in the order of the ranges that you're seeing for 2007 to 2008?

552

MR. ELEN:
Well ‑‑

553

MR. YOUNG:
Where I'm getting at with this is that, even if you were to remove the dispatchable demand component out of it, the benefits are still significant ‑‑

554

MR. ELEN:
Sure.

555

MR. YOUNG:
‑‑ because we're showing, I believe, in 2009, 2010, numbers over the 100 million range.

556

MR. ELEN:
All I can say is that, if you look ‑‑ we show, approximately, ten hours of demand dispatch. If you look at the congestion hours, it's very high. So by even increasing capacity ‑ it depends how much ‑ I would ‑‑ if you increase by 500, 600 megawatts, to try to relieve the demand dispatch, the congestions on the QFW would still show up. So if you do have congestions, definitely there will be a price difference before and after you ‑‑ the upgrade to QFW. And the benefits may be the same.

557

MR. DALTON:
As your 2007, 2008 ‑‑

558

MR. ELEN:
I'm talking about the 2007 now. But in 2007, there is really no demand dispatch anyway, so it's hard to say.

559

MR. DALTON:
Thanks.

560

MR. MIKHAIL:
I think we're going to just have a time‑out for our lady transcribing the session.

561

[Technical difficulty]

562

MR. MIKHAIL:
If we could finish the remaining part, the public part, and then we will move on.

563

Okay, I guess at this point we can have the intervenors, who want to get the unredacted version of the study and sign off on the declaration, to approach our counsel and have this done. The IMO staff as well, would you please.

564

MR. ROCHESTER:
Is there an extra one?

565

MS. BAND:
At this point, given that we're so close to the lunch hour, it might be preferable to break now and resume after the lunch break in respect of questions on the confidential portions or that relate to the confidential portions of the study. So I'm proposing that we break now and reconvene at 1:15.

566

MR. BURRELL:
Before we break, I do have one observation on the discussion this morning that I thought I would throw out on the table for parties' consideration. This relates to Ken's request to rerun the assessment of the relative benefit using more or less what is a different methodology than Hydro One has put forward.

567

Certainly, that can be done, but I question the relative benefit of doing that, because, at the end of the day, you will end up with two sets of numbers in terms of results; this driven by not only different assumptions but also different methodologies. So it doesn't allow for any meaningful comparison.

568

And I wonder if it wouldn't be more beneficial if we just use the same method, use one standard for doing the assessment but using different assumptions, and that way you allow for some meaningful comparisons of the numbers.

569

I think it is very important that we use ‑‑ stick with one standard, so that way you have some way of comparing the end results that is generated by the assessment.

570

MR. MIKHAIL:
Well, I think from our perspective, having different approaches is helpful to the Board. The Panel is going to be the one deciding. They can look at different assumptions, different approaches, and decide which one they can hang their hat on, basically.

571

So I do not agree with the view that the IESO is thrown into this process here. We believe it is of value and should be pursued. I think now we're going to be breaking for lunch and convening here at 1:15.

572

‑‑‑ Luncheon recess taken at 11:50 a.m.

573

‑‑‑ On resuming at 1:15 p.m.

574

‑‑‑ In‑camera session commenced at 1:15 p.m.


575

‑‑‑ In‑camera session concluded at 2:16 p.m.


576

‑‑‑ Whereupon the Technical Conference concluded at 2:16 p.m.

