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I ntroduction

The Independent Electricity System Operator (“IEp&ipports the application of Hydro
One Networks Inc. (“Hydro One”) to the Ontario EgneBoard (“Board”) for leave to
construct a 500 kV electricity transmission linegimning at the Bruce Power complex in
Kincardine and terminating at the Hydro One switghstation in Milton, pursuant to
section 92 of th@©ntario Energy Board Act, 1998 (the “Project”). The IESO adopts and
relies upon the evidence adduced by and the sutomsssf Hydro One as set out in its

argument in chief.

The IESO will not repeat the submissions of Hydree®@ut will review the unique role
played by the IESO in this proceeding, the limda$ of the evidence of the consultants
retained to oppose the application, and certathe@fssues identified by Board Staff in

their submissions of July 2nd.

Role of the | ESO

The IESO is neither a hired consultant, nor a regmtative of private interests. In its
capacity as the independent system operator inri@ritee IESO exercises a legislative
and regulatory mandate to:
» Direct the operation and maintain the reliabilifytloe IESO-controlled grid to
promote the purposes of th#ectricity Act, 1998 (the “Act’);
* Work with the responsible authorities outside Ontéw co-ordinate the IESO’s
activities with their activities;
» Operate the IESO-administered markets to promatinposes of the Act; and;
» Establish and enforce standards and criteria ngjat the reliability of

transmission systents.

The purposes of the Act are set out in section).l ifirelation to the IESO, two of the

key purposes are:

! Section 5 oElectricity Act, 1998 as amended and O.Reg.452/06



“(a) to ensure the adequacy, safety, sustainalaitity reliability of electricity
supply in Ontario through responsible planning arahagement of electricity
resources, supply and demand; and
(f) to protect the interests of consumers with eespo prices and the adequacy,
reliability and quality of electricity service”.
The IESO has, therefore, a duty to protect theipuerest regarding the adequacy,
reliability and quality of electricity service. iEhduty has informed the IESO reports
filed as evidence, the testimony of Mr. Falvo, #8mese submissions.

In assessing the evidence of the withesses arafgiuenents of the parties it is important
to note that the independent expert role playethbyESO in fulfilling its legislative
mandate was not seriously challenged during tharngeaAs set out in the record, the
IESO, in conjunction with Hydro One and the OPAy\pded evidence regarding the
actual conditions and system requirements in Ontario relevant to this application

including: system operation, power flows, loop flgM®ntario market design, Ontario
transmission practice, Ontario reliability standar@ntario government directives, and
the operational complexities associated with thetdalay operation of the IESO —

administered market, and the IESO - controlled graduding outages and maintenance.

Thelimitations of the evidence of the consultants retained to oppose the application

In contrast, the evidence of the withesses caljethbse intervenors opposing the
application was subject to significant limitatidmssed on their lack of experience and
understanding of thi®ntario context including the design of the Ontario market and
underpinning rules, procedures and requirementimgléo such matters as dispatch,
congestion, and the allocation of transmission ci&ypaln numerous exchanges these
witnesses readily acknowledged the limitationsheirtevidence and in other instances
the witnesses became evasive in their testimoroptady the role of advocate, rather
than that of independent, objective advisor toBbard. It is submitted that little weight
should be accorded to the evidence of these forgaultants whose testimony was

critically influenced by and based on a fundamépntifferent paradigm.



Mr. Lanzalotta on behalf of Pollution Probe acknesiged his very limited operational
work experience on high voltage transmission systemnd that this limited operational
work experience was in relation to very small syst€both in number of miles of
transmission lines and customers), and excludeck¥0ystems. He also conceded that
he had no experience with CANDU nuclear reactaogpnor testimony or operational
experience regarding type 1 SPS; and no prior warokent in SPS review and approval
processes at NPCCRather the bulk of his experience has been assuttant hired to
oppose transmission facility applications, haviogfaomed his prior testimony that he

had only filed evidence in support of the consinrcbf a new transmission line onte.

Mr. Fagan acknowledged that he lacked the skijlteetexperience and the qualifications
to work as a transmission planner; notwithstandigge admissions in an exchange with
Mr. Nettleton, Mr. Fagan argued that nonethelessdtkpreviously been recognized in a
U.S. proceeding as an “expert” in such mattek$e confirmed that he had neither
experience in designing SPS, nor any experientestifying as an expert about SPS.
Similarly he had no experience in testifying asapert about the need for and
construction of 500kV transmission systems, norhmadny experience with the use of

series capacitors on 500kV transmission lihes.

As a panel, Messrs. Lanzalotta and Fagan concédethiey had no reason to dispute the
independent role of the IESO, the functionalitytefindependence and its role as an
independent system operafdn a similar manner they had no reason to doulEG/B
concerns regarding generation rejection which $&ees compensation “is a complex
technical operating system and it's one that yotetia consider very carefully”.Nor

did they dispute the need for studies regardingptitential use of series compensation;
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acknowledging that there are technical concernscantplications with implementing
series compensation which must be consid&ldiimately they agreed with the IESO’s
expressed concern regarding the increased opeshtiomplexity; “[i]t, of course, is a

valid concern™?

In relation to the issue of need, as identifiedh®yBoard Staff submission, Messrs.
Lanzalotta and Fagan said that though they wantedetate a reasonable estimate of
what the demand for transmission might be and genae of the benéfitthey did not
look province wide as to where wind may be ableame on line to comply with the
government directiv&® nor did they analyze the location specific rendeantential
around the provin¢éand had no firsthand knowledge of whether or hetadongestion
management structure applies to wind developets.relation to the determination of
the need they took no position on the OPA assumkiat nuclear output at the Bruce
will be maintained into the fututeand they were “not familiar enough with the detail

to be able to comment on whether or not the recleage over of the operational control

of the Bruce Site to Bruce Power will impact perfance’

Mr. Russell, who was retained by the Saugeen OptMation, also had very limited
operational experience with a utility; in his caseas limited to just two years (1969 —
1971) as associate enginé®rAs with Mr. Lanzalotta, the vast majority of MRussell’s
experience has been as a consultant with exteasperience testifying in the U%
which has significantly coloured his evidence. Byywof example, his position on the
need for “certainty” is reflective of his generaperience in the US with firm and non
firm transmission; concepts which are not applieablOntario. Moreover, his position

on certainty is not uniformly applied in the U.SrEexample, in relation to transmission
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development proposals in California he acknowledgeatlgovernment policy mandated

a “very much more relaxed standard” than in theoplrisdictions under FERC such

that transmission lines lacking clear and certaéedmay be approved in order to achieve
RPS goal$® He conceded that approval may be granted to pudsic policy

objectives?*

Though his concept of certainty is not uniformlybgd in the U.S., Mr. Russell would
have us adopt it in Ontario as the new threshaldhie approval of transmission projects.
In so doing he glosses over government directwbs;h he has not considered in detail,
and assumes the need for further approvals of Qinacts — by whom it is not clear —

which approvals are already provided by the selésgovernment directives.

A further example of the lack of understandingte Ontario context is reflected in Mr.
Russell’s report in which he commented, incorredaitythe need to install expensive
phase angle regulators (“PARS”) to regulate argatleadverse impact the proposed
transmission line would have on loop floféHe had not familiarized himself with the
IESO-controlled grid and Hydro One’s transmissigstem which has already installed
PARs to regulate such flow3.

In relation to need Mr. Russell has claimed thh&nee on series capacitors and
generation rejection is sufficient to meet requinegds, buying time until a firm decision
on need can be made once his threshold test @fitgrhas been met. The IESO relies
upon and will not repeat the evidence adduced biytlae arguments of Hydro One which
support the conclusion that the interim measuresdvwoot meet the required need and

would not be more cost effective for the province.

The IESO does, however, offer specific commenthenréliability aspects raised by the

proposed interim measures. As addressed in ansspo a Pollution Probe
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interrogatory, the proposed use of series compiemsand generation rejection under
normal conditions does not meet the required céipadnd the proposed long term use
of the more limited capability which would be prded by such measures is “not
consistent with the NPCC and IESO reliability stami$”?* Mr. Russell’s long term
interim measures would require, to adopt the higharealogy used in the hearing,
planning to contravene the rules of the road angdm the shoulder at all times -
including rush hour - at highway speeds without araygin for error. In the exercise of
its statutory and regulatory responsibilities tB&0O cannot countenance such a practice.
Even Mr. Russell himself conceded that the usesakgation rejection out to the cross
over point of his graph, the 2024- 2026 time periauld be a long —term time period

and would not fit within requirements of the OnteResource and Assessment critétia.

Notwithstanding the above concession, Mr. Russehgpted to justify his claim that
continued reliance on generation rejection woulddseptable under the Ontario
Resource and Assessment criteria by referencintEt8@’s SIA of certain proposed
projects on the North —South interface as beingaeptable type 1 SPS because
transmission reinforcements are in the works thaumbpecific planning and in-service
dates were provided. Mr. Russell stated that there is a gap betweern&BO’s stated
reliability standard and its practié&.In so doing Mr. Russell again indicated his latk
understanding of the Ontario context and miscoestthe status of the North-South

projects.

The SIA report Mr. Russell referenced had conclutied, with the use of generation
rejection, the proposed new facilities would alltihe transfer across the Flow South
Interface to be increased to a maximum 21508t also stated that until the Flow
South transfer exceeded approximately 2000MW lar&abf the SPS would not be

expected to have an adverse impact on the systems neighbouring utilitie$?
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Consequently, the SPS would not be classified @& Tyuntil new resources are
committed to cause the Flow South transfer to ektee 2000MW threshold.

The SIA also identified further, additional transsion facilities that would be required
to increase the Flow South transfer limit beyon8@W, but there are currently no

plans to install these facilities.

The SIA in question references a possible futumessfication of the SPS as a type 1
should further generating facilities be developethie north-east. It also anticipates the
reinforcement of the transmission system betweendand the GTA to accommodate
the new generating resources, as referenced @R#es IPSP. In the event that any new
generating resources should materialise beforaghetransmission facilities can be
brought into service, temporary reliance on the 8&$g this period would be

consistent with the Ontario Resource and Assessanigatia>°

In contrast the Bruce SPS is and, based on IESIyssmand NPCC’s comments, will
continue to be a type 1 SPS while the necessargrrgsion reinforcements are

implemented

Mr. Brill, based on his field of expertise, expade and limited review of th@ntario
context, was not able to meaningfully assist the Boardarties with respect to this
application For example, Mr. Brill candidly acknowledged thathmd not reviewed the
SPS system and could not comment ofi iThe use of one right of way for a large
percentage of power flows “is just something theeds to be consideréd’(the evidence
on the record confirms that the IESO has donetias}** and that the actual impact

would depend on so many variables that he couldnsiver specific questiofis.
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Comments on Board Staff Submissions

Establishing Need

In the IESQO’s view, not only will the project petnfull deployment of committed
generating resources and the development of neswadrie resources consistent with
Government policy and directives, it will also cdsnpith applicable reliability

standards, reduce the risk to neighbouring intereoted transmission systems, and in so
doing satisfy the legislative objective of ensurihg adequate, safe, sustainable and

reliable supply of electricity through responsiplanning.

In setting out the three questions to be answered:

1. What is the likelihood of the construction of tl@0MW of Committed
Wind and Refurbishment Completion of the 4 Brucenks?

2. What is the likelihood of implementing the BrucdRBfurbishment and
development of the 1000 MW of Projected Wind?

3. Should the transmission need be based on the N#ateHating versus

Operating Capacity Factor assumptions for the wexkerators?

it is submitted that Board Staff have inadvertemigcharacterized the second question.
It is not a question of whether Bruce B will beundsished, but whether it is a reasonable
planning assumption that the Bruce Site will comgiio provide approximately 6,300
MW of baseload electricity through either refurbrsmt of Bruce B units or new units at
Bruce C. The IESO adopts and supports the submnssif Hydro One and the OPA that
it is reasonable to assume the continuation of igéioa at the Bruce Site of
approximately 6,300 MW. It is also noted that skiaihle decision be made to not
refurbish the Bruce B units the life of those umitsild be extended beyond the

conservatively assumed end of life of 2015 to 2020.
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Board Staff have also noted that the funding resjtdlities for new radial transmission
lines — an issue currently being considered byBib&rd - may influence the likelihood of
wind generation being constructed in the Bruce.afidas concern, which is not
supported by the record, is speculative in relatta possible policy decision, and even
more so in relation to possible influences on testruction of the targeted 700 MW of
wind generation in the Bruce area. Such a polenigion — which presumably would be
province wide in its application — could resulteiven more wind generation in the Bruce
area, particularly given that it is acknowledgedbéothe most electrically proximate
renewable resource to the G¥/nd the OPA has assessed its all in cost — trasgmi
included — as being very favourable in comparisoather regions offering significant
renewable resource generation opportunitiesloreover, as set out in Exhibit K10.2, the
list of wind projects in the Bruce area, the idiedi points of connection for the existing

projects in the queue for which no radial transiois$ine is required exceeds 790 M.

Mr. Russell testified that “if you have some divgr$ would say less than 100 % would
do”.3° Significantly in cross Mr. Russell confirmed ttet “had not run a study to track
the reasonableness of Mr. Chow’s assumptions aredmonableness of the 700
megawatts” of large win®’ Moreover, when questioned about his views on dityepf
wind in the Bruce area rather than his view on wdnekrsity in general, Mr. Russell
confirmed that he had not studied “the diversityvoid, air sheds or diversity of wind

generators within the Bruce vicinity*.

Board staff referenced data filed by the Ross allisFGroup in relation to historical
data regarding the Bruce Site. This data was baseyerages which understated actual
coincident peaks and more significantly this datasdnot address the change in

operation of the facility to Bruce Power. As notdmbve, Messrs. Lanzalotta and Fagan
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were unable to comment meaningfully on the impia# of this change in operators at
the Bruce Site.

Cost Benefit Analysis and The Implication Of Construction Delay

Both the cost benefit issue and the implicatioo@istruction delay of the proposed
project as framed by Board staff raise concernk v@spect to reliability. As stated by
Hydro One the interim measures, if adopted notwathding the cost consequences of
doing so, are only temporary measures. They deatadfy the established need nor,
more significantly from the IESO’s perspective,tdey comply with the IESO’s
mandatory reliability standards as discussed above.
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Summary

As noted by Mr. Stephenson in submissions to therd@at a much earlier stage of this
proceeding, there is nothing inherently unique albiois project that distinguishes it from
the review that the Board undertakes of all leavednstruct applications. The
applicable standard of review employed by the Bagrwbt to require absolute certainty
as suggested by certain consultants and intervemorsloes it authorize the Board, in
the context of this application, to recast the IEES@andatory reliability standards and
market design. Rather the Board is to exercisgistsretion, review the evidence and
make a determination on the merits. Based onuigerce applicable to Ontario, the
submissions of the parties and the appropriatalatdrof review, the project as applied
for should be approved.

All of which is respectfully submitted thid"tlay of July 2008.
Independent Electricity System Operator

By its counsel,

John M. Rattray



