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1. SUMMARY OF FINDINGS

Hydro One Networks Inc. (“Hydro One” or the “Applicant”) is seeking an Order of the
Board for leave to construct approximately 180 kilometres of double-circuit 500 Kilovolt
(“kV") electricity transmission line adjacent to the existing transmission corridor (500 kV
and/or 230 kV) extending from the Bruce Nuclear Generating Station (“NGS”) in
Kincardine Township to Hydro One’s Milton Switching Station in the town of Milton.
Hydro One also proposes to make modifications at the Milton, Bruce A and Bruce B
transmission stations to accommodate the new transmission lines.

In examining whether or not a leave to construct application is in the public interest, the
Ontario Energy Board (the “Board”) is governed by Section 96(2) of Ontario Energy
Board Act, 1998, S.0. 1998, c.15, Schedule B (the “OEB Act”) which states that:

In an application under section 92, the Board shall only consider
the interest of consumers with respect to prices and the reliability
and quality of electricity service when, under subsection (1), it
considers whether the construction, expansion or reinforcement of
the electricity transmission line or electricity distribution line, or the
making of the interconnection, is in the public interest.

While the Board considers alternatives to the project, those alternatives are assessed in
the context of the specific factors listed in Section 96(2) of the OEB Act. These factors
do not include the impact on individual landowners, except to the extent that the impact
could materially affect the prices, reliability and quality of electricity service to
consumers generally. The environmental and socio-economic impacts of alternative
routes are considered in the Environmental Assessment (“EA”) process required under
the Environmental Assessment Act. Individual land rights are considered in the context
of a proceeding under the expropriations process.*

Given the outline of the Board’s test and in the context of this application, the main
issues for the Board are as follows:

! OEB Act, Section 99
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I. Is the proposed project needed?

. What is the likelihood of the construction of the 700 MW of
committed wind generation and completion of the refurbishment
of the 4 Bruce A Units?

° What is the likelihood that Bruce B will be refurbished and that
1000 MW of planned wind generation will be developed?

. Should the transmission need be based on the maximum
capacity rating of the generation or on some other level related
to the expected operating capacity factor?

II. Is the proposed project economically superior to the alternatives and are the
potential rate impacts reasonable?

. What is the impact on system reliability related to the project? How does this
compare to the alternatives?

IV. If the proposed project is approved, what are the appropriate conditions of
approval?®

V. Are the Forms of agreements offered by Hydro One to the landowners
appropriate?

VI.  Have appropriate consultation and if necessary, accommodation been made with
affected Aboriginal peoples?

The Board examines each of these issues in detail in this Decision and Order.

In summary, the Board approves Hydro One’s application for leave to construct
approximately 180 kilometres of double-circuit 500 Kilovolt (“kV") electricity transmission
extending from the Bruce NGS in Kincardine Township to Hydro One’s Milton Switching
Station in the town of Milton with conditions.

The need for the project was diligently contested by the intervenors. In particular, the
Ontario Power Authority‘'s (“OPA”)’s forecast of wind generation and nuclear generation
which would be served by the new line was challenged. The Board finds that the
forecast for wind generation is reasonable. The Board also finds that the Project is

2 Draft Conditions of Approval were filed by Board staff during the proceeding, Exhibit K9.10, May 13,
2008
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economic whether or not the Bruce B units at the Bruce NGS are refurbished or new
nuclear development at the Bruce NGS occurs. The Board finds that the Project is
economic over the long term when compared with the primary alternative put forward by
intervenors, namely the installation of series capacitors, and use of generation rejection.

The Project also meets the reliability standards of the industry and is consistent with the
government’s policy on land use.

The Board approves the Forms of agreement as provided by Hydro One.

For the purpose of this application, the Board finds that consultation with Aboriginal
groups has been sufficient.

The Board’s approval is subject to a number of conditions (see Appendix C). Most
notable among these is compliance with the Environmental Assessment Act.

The Board’s detailed reasons follow in this document.
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2. INTRODUCTION

This section provides an overview of the application, the stages of the proceeding and a
background to the project

2.1 The Application

Hydro One is seeking an Order of the Board for leave to construct approximately 180
kilometres of double-circuit 500 Kilovolt (“kV”) electricity transmission line adjacent to
the existing transmission corridor (500 kV and/or 230 kV) extending from the Bruce
NGS in Kincardine Township to Hydro One’s Milton Switching Station in the town of
Milton. Hydro One also proposes to make modifications at the Milton, Bruce A and
Bruce B transmission stations to accommodate the new transmission lines.

The original application was filed on March 29, 2007; an amended application was filed
on November 30, 2007. The Application was given Board file No. EB-2007-0050. A
map filed by Hydro One on November 30, 2007 as part of their amended application
showing the location of the project is shown in Figure 1.

Hydro One submitted that the project is required to meet the increased need for
transmission capacity associated with the development of wind power in the Bruce area
and the return to service of nuclear units at the Bruce NGS. Hydro One proposed an in-
service date of Fall 2011 for the new 500 kV transmission line and related facilities. The
estimated cost of the transmission project is $635 million.
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2.2 The Proceeding

The Notice of Application for the Leave to Construct Application and the Notice of
Amended Application were published in various newspapers and were served on all
directly affected landowners. A complete list of participants, including registered
intervenors, is attached as Appendix A to this decision.

The Board issued eleven procedural orders in this proceeding. Appendix B of this
decision provides details on procedural matters, including list of witnesses, in the
hearing.

The oral hearing commenced on May 1, 2008, and concluded on June 11, 2008.

Hydro One filed its argument in chief on June 23, 2008. Board staff filed its
submissions on July 2, 2008. Intervenors filed their arguments by July 4, 2008. On July
17, 2008, the record of the proceeding was completed with the Applicant’s filing of reply
argument.

2.3 Background

2.3.1 Description of the existing Power System — Transmission and Generation

The existing transmission system consists of six 230 kV circuits and four 500 kV
circuits, all of which transmit the generation output from the currently in service nuclear
units at Bruce NGS, in addition to existing wind farms in the Bruce Area. The six 230
kV circuits transmit power to load centres including Hanover, Orangeville and Owen
Sound. Two of the four 500 kV circuits connect the Bruce NGS to the Milton Switching
Station, near the town of Milton, and the other two 500 kV circuits connect the Bruce
NGS to the Longwood Transformer Station near the city of London.

The existing transmission system presently has a transfer capability of approximately
5,000 MW, which is less than its historic capability because the load flow has changed
along the 500 kV system which connects the Bruce Area to the provincial transmission
system. The power flow pattern is now from South-Western Ontario towards the
Greater Toronto Area (“GTA") i.e. west to east. In the past at the time that the Ontario
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transmission system was enhanced for the Bruce NGS, there was significant local load
in the Bruce Area and the power flow in Ontario was typically from GTA to the west in
support of power exports. This change in power flow is attributed to an existing
predominant pattern of importing electricity from Michigan and New York during peak
demand in Ontario and the increasing demand, in the GTA during the peak summer
season.

2.3.2 Project Description - near term, interim measures and proposed Project

To meet the total electricity generation expected to be in the Bruce area by 2015, Hydro
One proposed near-term measures, interim measures, and the proposed Bruce to
Milton 500 kV double-circuit transmission line to meet the noted system requirements.

The near-term measures are currently being implemented and include installation of
dynamic and static reactive resources at various transformer stations and upgrading the
230 kV transmission line from Hanover to Orangeville.

The interim measures consist of generation rejection and, if needed, series capacitors.
The generation rejection is provided by a proposed expansion of the Bruce special
protection system (“BSPS”) to increase the transfer capability out of the Bruce area until
the proposed project is in service. Hydro One indicated that if the Project does not go
into service and the use of the BSPS accordingly intensifies, then the reliability of the
system will be compromised.

The proposed project is approximately 180 kilometres of double-circuit 500 kV
transmission line adjacent to the existing transmission corridor (500 kV and/or 230 kV)
extending from the Bruce NGS to the Milton Switching Station in the town of Milton.
Hydro One proposes an in-service date of Fall, 2011 for the new 500 kV transmission
line and related facilities.

2.3.3 Roles of Hydro One, OPA and IESO

Hydro One was responsible for the pre-filed evidence including evidence prepared by
the Ontario Power Authority (“OPA”), and the Independent Electricity System Operator
(“IESO”"). The pre-filed evidence included the need for the project, the proposed
alternatives, and the economic benefits of the project.
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OPA’s mandate under the Electricity Act, 1998 (the “Electricity Act”) requires it to
perform long-term power system planning for the Province. The OPA provided
evidence in this case addressing various key areas including the forecast of generation
resources over a study horizon up to 2030, and developed an economic model to
evaluate the cost of bottled energy under various scenario assumptions during the
proceeding.

The IESO'’s role includes directing the operation and maintaining the reliability of the
IESO-controlled grid; working with the responsible authorities outside Ontario to co-
ordinate the IESO’s activities with their activities; and establishing and enforcing
standards and criteria relating to the reliability of transmission systems. The IESO
provided evidence in this case addressing key areas including comprehensive “System
Impact Assessment” reports dealing with the proposed project and responding to
interrogatories by simulating alternative scenarios during the proceeding.

2.3.4 Application in relation to Environmental Assessment and other permitting
processes

The Board recognizes that in addition to this Leave to Construct approval, an approval
pursuant to the EA approval is required before the project may proceed. The Board,?
has already decided in interlocutory proceedings that neither process is completely
dependent upon the other.

Hydro One has acknowledged that the Board’s leave to construct orders are conditional
on the procurement of all necessary permits and authorizations including a completed
EA. In this way, the Board ensures that the project cannot proceed without regard to
requirements of the EA process, while it considers the matters falling within its
jurisdiction in a timely fashion.

The Board, however, satisfied itself that the two processes were not significantly out of
step, by ensuring that the approved Terms of Reference for the EA were in place?, prior
to commencement of the oral phase of the hearing which started on May 1, 2008°. This
is relevant as the Board’s mandate is to assess the proposal in terms of prices,

® Board Decision and Order on Motion, issued on July 4, 2007, page 5

* On April 4, 2008 the Ministry of Environment issued Approval of the Terms of Reference for the EA

® Letter from Hydro One to the Board and circulated to all parties, dated April 10, 2008, page 2, advising
that on April 4, 2008 the Minister of Environment issued its “Terms of Reference — Notice of Approval”.

-8-
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reliability and quality of electricity service and part of that assessment involves an
analysis of alternatives. It was therefore important to ensure that to the extent that
alternatives raised in the EA process are relevant and material to the comparison of
alternatives in terms of prices, reliability and quality of electricity service, that those
alternatives are appropriately considered in the Leave to Construct application.

It should be noted that environmental and socio-economic impacts of alternative routes
are considered in the EA process. Individual land rights are considered in the context of
a proceeding under the expropriations process as outlined in section 99 of the Act.
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3. PROJECT NEED AND JUSTIFICATION

3.1 Introduction

Hydro One submitted that the current transmission system has a transfer capability of
5,000 MW, and the forecast requirement for the year 2015 is 8,100 MW. This increase
of 3,100° MW is driven by a generation forecast with the following components:

. 1,500 MW of refurbished nuclear generation — when all Bruce
NGS units are in service in 2013

. 700 MW of committed wind generation

. 1,000 MW of planned wind generation (700 MW from large wind
projects, 300 MW from the Standard Offer Program)

o Refurbishment of Bruce B (or new build) such that generation
from the Bruce NGS is maintained at about 6,300 MW over the
long-term.

Hydro One provided the following chart to show the generation profile over time and the
level of transmission capability provided by the proposed Bruce to Milton line.

® Incremental requirements are about 3200 MW, but the current capability of 5000 MW exceed current
requirements. The net incremental requirements are 3100 MW

-10-
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Figure 2 Source: Exhibit B/Tab 3/Schedule 1/p.2, depicting “Bruce Area
Available Generation and Transmission Capacity (2007-2014)"

Hydro One submitted that including the committed wind (700 MW) and committed Bruce
A (1,500 MW) amounts in the forecast were not controversial. Board staff agreed with
this characterization. No intervenor took issue with these components of the generation
forecast. With respect to the 1,000 MW of planned wind, the 300 MW from the SOP
was not challenged given the evidence that the program is already oversubscribed.

Two components of the generation forecast were contentious: the 700 MW from
planned large wind projects and the forecast generation of 6,300 MW from the Bruce
NGS. Another area of dispute was the practice of planning transmission capability to
meet the simultaneous Maximum Capacity Rating (“MCR”) of all generation, the so-
called “planning to nameplate capacity”.

Some intervenors, particularly the Saugeen Ojibway Nations (“SON”), raised broader

guestions with respect to the generation forecast, and specifically the relationship
between the generation forecast (and the project generally) and the IPSP.

-11-
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This section is organized as follows:

o The forecast of planned large wind generation
. The forecast of generation from Bruce NGS
. Planning transmission for total nameplate generation capacity

. The relationship between the application and the IPSP
3.2 The Forecast of Planned Large Wind Generation

Hydro One argued that the current IESO queue for wind generation (which includes 813
MW in projects which have their System Impact Assessment (“SIA”) on hold and almost
1,500 MW in additional projects) supports the generation forecast. Hydro One also
submitted that the generation forecast was reasonable in light of the August 27, 2007
Ministerial Directive’ which requires 2,000 MW of renewable generation in Ontario by
2015 and the OPA's intention to satisfy one-third of that requirement from large wind in
the Bruce area given its relative proximity to the Province’s major load centre and the
amount of wind potential in that area. That procurement must be done by 2011 to meet
the 2015 date.

Hydro One argued that the 700 MW was a conservative forecast from several
perspectives: it represents 50% of the wind potential in the area, 60% of the wind
generation in the IESO queue for the area, and 35% of the renewable generation the
OPA has been directed to procure. The SON position was that there was uncertainty
related to the wind development in the Bruce area. Hydro One argued that the Board
must determine whether the OPA’s forecast is more credible than SON'’s views
regarding the risk that projects in the queue will result in less than 700 MW being
installed.

We address two sub-issues:
1. The August 2007 Ministerial Directive

2. The level of certainty

" Exhibit C/Tab 11/Sch. 1/Attachment 1

-12-
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3.2.1 The August 2007 Ministerial Directive

Hydro One submitted that no further approval is required for the contracts entered into
under the August 27, 2007 Ministerial Directive in advance of the IPSP and that the
Ministerial Directive is unambiguous and is not a guideline. In Hydro One’s view, it is
sensible to source 35% of this requirement from the abundant wind source in the Bruce
area, given this is an accessible area, especially given the queue.

The OPA noted that its forecast for large wind projects was not dependent upon any
Board approval, including approval of the IPSP. The OPA is directed and authorized to
acquire 2,000 MW of renewable generation under the August 2007 Ministerial Directive.

The Ross Firm Group (“Ross Group”) argued that Hydro One was relying on a very
narrow reading of the directive and noted that the directive calls for renewable
generation, not just wind generation and that it indicates the generation is to be sourced
province wide, not just in the Bruce area. The Fallis Group of Landowners (“Fallis
Group”) made similar submissions.

3.2.2 Board Findings

The Board concludes that the question of the interpretation of the August 2007
Ministerial Directive is not a consideration in our determination of the reasonableness of
the wind generation forecast. It is true the directive refers to renewable generation and
does not specify wind generation, but it is a pre-IPSP Directive and the OPA has the
authority to decide how the requirements of the directive are to be met. It is not the
Board’s role to assess the OPA'’s plans for how to meet the requirement specified in the
directive. The Board accepts the OPA’s testimony that it intends to acquire an
additional 700 MW of wind generation in the Bruce area to meet the requirements of the
August 2007 Ministerial Directive.

3.2.3 Level of Certainty

SON submitted that there was substantial uncertainty about the amount and timing of
the planned wind generation with respect to:

. willingness of developers to participate in bidding

-13-
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. gualifications of wind developers
. the actual signing of contracts

. delays and challenges around site acquisition, environmental
assessments, financing, equipment acquisition, and the need for
additional facilities.

Hydro One submitted that the OPA has the authority to plan in the absence of certainty
and to act as counter-party for procurement. Therefore certainty is not required before
approval is given to transmission reinforcement. Hydro One summarized its view as
follows:

What more indicators of certainty should the OPA reasonably
require before allocating 700 MW of the directed 2,000 MW
renewable energy procurement to Bruce Area wind generation? It
has government direction to procure the wind without further
authorization; a short deadline; a rich wind resource; proximity to
load aan strong commercial interest already as shown by the IESO
queue.

The OPA submitted that by only including 50% of the Bruce area large wind potential in
the generation forecast, it has substantially mitigated any development uncertainties.
Power Workers Union (“PWU”) and Canadian Wind Energy Association (“CanWEA”)
took the same position. The OPA also noted that it has taken steps to procure 500 MW
through its June 5, 2008 draft Request for Proposal.

Board staff noted that no contracts have been executed for the planned large wind
projects; no formal discussions appear to be underway with potential developers; and
no counterparties have been identified. Board staff suggested that, depending upon the
level of uncertainty, the Board could approve the application, but condition the approval
in a way which addresses the level of uncertainty.

Hydro One responded that it would be inappropriate to impose conditions of approval
that had not been put to the witnesses. Hydro One argued that to require any greater
certainty would be unreasonable and does not recognize the urgency of the project.

& Hydro One, Argument in Chief, p. 15

-14-
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3.2.4 Board Findings

The OPA's intentions are clear and unequivocal: it intends to procure 700 MW of wind
generation from large projects in the Bruce area. The evidence in support of this
forecast is strong:

o The OPA has the authority, under the August 2007 Ministerial
Directive, to procure wind generation in the short term.

. The studies of wind potential in the area indicate a potential of
1,400 MW - twice the level of the forecast.

. The IESO already has projects in its queue which, in total,
exceed the 700 MW forecast.

The uncertainty arises from the fact that the OPA has not yet entered into contracts to
procure this wind generation.

In natural gas transmission system reinforcement projects, the Board generally expects
to see contractual commitments related to the usage of the capacity if the growth is
related to demand beyond the distribution area. In electricity transmission
reinforcement applications, however, the Board has not typically required that there be
signed contracts to substantiate the need forecast. However, this application is the first
instance of a major generation-driven network reinforcement and as such can be
distinguished from other recent transmission expansion applications.®

The issue is whether the generation forecast is sufficiently certain to support a project of
this magnitude in the absence of signed contracts. The total wind generation forecast is
1,700 MW, of which 1,000 MW is effectively committed and therefore there is little risk
with respect to that amount. The Board concludes that there is also little risk associated
with the wind generation forecast for the remaining 700 MW: the OPA has already
begun the procurement process with its draft Request for Proposal and there are a
substantial number of projects in the IESO queue. The Board notes that 400 MW of the
1,400 MW Bruce area wind potential is located north of Owen Sound, and that there is
likely higher uncertainty associated with this generation for a number of reasons,

° EB-2006-0215 and EB-2006-0242 both related to load growth on the system. EB-2004-0476 related to
congestion relief and increased imports (but was not related to specific generation projects) and the
Board noted in its final decision that the determination of whether Hydro One should be permitted to
recover the project costs from customers would take place in a rates application at which time Hydro One
would have to demonstrate the financial benefits of the project.

-15-
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including environmental issues. However, the Board is satisfied that the OPA has
mitigated the risks involved by assuming that only 50% of the potential in the Bruce area
will be developed. The Board also notes that the forecast covers a broad geographic
region and that there are many potential wind developers. This further reduces the risk
of the forecast as compared to a forecast that was based on a narrow area or a single
generation developer. The Board concludes that the forecast of large wind generation
is reasonable and that therefore the need for 1,700 MW of incremental transmission
capability to serve wind generation in the Bruce area has been substantiated.

3.3 The Forecast of Generation from Bruce Nuclear Generating
Station

There was no substantive dispute amongst the parties regarding the forecast of
generation from the Bruce NGS between now and 2018/2019. The issue is with respect
to generation from Bruce NGS beyond 2018/2019, the year in which Bruce B units
begin to reach their projected end of life. The OPA'’s forecast is that generation from
Bruce NGS will remain at the level of 6,300 MW beyond 2018, either through
refurbishment of Bruce B or the building of new nuclear capacity.

Hydro One submitted that absolute certainty was not an appropriate standard by which
to assess the forecast. According to Hydro One, the standard should be whether the
forecast is reasonable. Hydro One submitted that the OPA’s nuclear generation
forecast is reasonable because:

. The Supply Mix Directive includes nuclear base-load at 14,000

MW.

. There is existing grid access and infrastructure at the Bruce
NGS

. There is support in the Bruce community for continued
generation.

. The Bruce operator has expressed interest in continuing to
operate in the context of refurbishment or new build.

Energy Probe submitted that if the line is built and Bruce B is not refurbished, then the
line will only be useful for 5 years, after which time it will be stranded because the

-16-
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existing network would be capable of carrying all of the remaining nuclear capacity.
Energy Probe submitted that if a lower cost alternative is available, it should be
implemented at least until a decision is made on the future refurbishment of Bruce B.

The Ross Group submitted that there is no evidence the refurbishment will take place;
no directive for OPA to enter into negotiations with Bruce Power; no evidence of
discussions on an official level. Pollution Probe made similar submissions and
concluded that only a binding directive or contract would justify an analysis of the
project which ignored the otherwise certain decline in generation with the retirement o
Bruce B.

IESO submitted even if Bruce B is not refurbished, the units could be extended beyond
the current assumed end of life of 2015-2020.

SON and Pollution Probe submitted that the Supply Mix Directive clearly stipulates that
the maximum generation from nuclear is to be 14,000 MW and that the OPA was
misinterpreting or misconstructing the directive. The Ross Group made similar
submissions and noted that the directive does not identify the location of the nuclear
generation. Hydro One responded that the OPA had not misinterpreted the Supply Mix
Directive; in Hydro One’s view, the OPA testimony is that maintaining nuclear
generation at 14,000 MW is the most reasonable assumption.

Board staff noted a recent Government announcement, which contained the following
statement:

As part of Ontario’s energy plan to maintain 14,000 MW of nuclear
generation capacity, the Bruce site will continue to provide
approximately 6,300 MW of base-load electricity through either
refurbishment of the Bruce B units or new units at Bruce C. A joint
assessment will be undertaken to determine which option delivers
the best value for Ontarians.°

Bruce Power submitted that the Board, as an expert panel, is entitled to take notice of
this announcement without further evidence. Bruce Power argued that, as with the
Supply Mix Directive, the announcement regarding 6,300 MW at Bruce reflects

19 June 16, 2008 Announcement by Infrastructure Ontario “Phase 2 of Nuclear Replacement Step in
Ontario’s 20-year plan to bring clean, affordable and reliable electricity to Ontario”

-17-
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government policy and is not dependent upon approval of the IPSP. APPrO supported
Bruce Power’s submissions.

Pollution Probe submitted that the Board should give very limited or no weight to the
recent announcement as it is in no way binding nor refers to anything which is binding.
In Pollution Probe’s view it is, at best, a signal of an intention by the government to
negotiate with Bruce Power.

Board staff suggested that there were two options to address the uncertainty:

. The Board could find that there was some uncertainty regarding
the refurbishment of Bruce B, in which case the Board could
deny the application or could approve the application conditional
on some demonstration of a commitment to refurbishment.

o The Board could find that, as Hydro One argued, the need for
the project is not affected by the decision to refurbish Bruce B.

Energy Probe concluded that the Board should approve the application subject to two
conditions (in addition to those proposed by staff):

J The Ontario government ordering either the refurbishment of
Bruce B or the construction of new units at Bruce C

. Bruce Power successfully completing the Environmental
Assessment and licensing process

Hydro One responded that it would be inappropriate for the Board to impose conditions
that were not put to its witnesses but argued that conditions were unnecessary in any
event given the robustness of the OPA’s generation forecast.

3.3.1 Board Findings

Hydro One maintained that the OPA forecast was more robust than any put forth by an
opposing party. The Board notes, however, that there is no requirement for an
intervenor to put forth a “better” forecast. The onus is on Hydro One to substantiate the
forecast it relied upon. The Board was greatly assisted by the intervenors’ thorough
testing of the OPA forecast.
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The Board concludes that there is significant uncertainty regarding the future level of
generation from the Bruce NGS. In some respects, the evidence indicates that the OPA
forecast is reasonable:

° Bruce Power has indicated its interest in refurbishment or new
build and it has initiated the environmental assessment process
associated with new build on the site.

. The Supply Mix Directive calls for nuclear generation for base-
load purposes up to 14,000 MW.

o If Bruce B is not refurbished, the units would likely be run
beyond 2018.

However, other evidence points to substantial uncertainty:

. There is no contract in place for the generation in question, nor
a directive to enter into a contract.

. Unlike for wind generation, the OPA does not have authority
currently to procure the generation in question.

. The IPSP proceeding will examine the plan to use nuclear
generation to meet base-load requirements for economic
prudence and cost effectiveness.

. While the recent press announcement may be an indication of
the government’s intentions it is not a formal expression of
government policy.

The Board’s conclusion is that given the level of uncertainty related to nuclear
generation at Bruce NGS, the Board must evaluate the Bruce to Milton project in terms
of price and reliability impacts under two scenarios:
1. Assuming nuclear generation continues at a level equivalent to
eight units in operation
2. Assuming Bruce B is retired and there is no new build

The results of that analysis will determine how significant the uncertainty regarding
future generation levels at Bruce NGS is to the Board’'s determination of this application
and whether the Board should consider conditioning any approval of the project as
proposed by Energy Probe. The Board addresses these issues in detail in as part of
Financial Evaluation in Section 5.
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3.4 Planning Transmission For Total Nameplate Generation
Capacity

Hydro One argued that it was appropriate to conduct transmission planning on the basis
of nameplate capacity for a number of reasons:

o Planning for less than nameplate generation capacity (e.qg.
planning based on operating history or forecast capacity) would
be contrary to government policy to promote renewables and
reduce congestion and puts the system at greater risk with
respect to reliability; it would also be contrary to the goal of
cleaner generation if the constrained generation is replaced with
gas-fired peak generation.

o Planning for maximum output is a longstanding practice, and is
in line with design standards; planning for less than maximum
output would be planning for congestion.

. Planning for congestion would stifle wind development by
asking wind developers to bear the diversity risk.

o Congestion reduction is cost effective because the OPA
analysis shows that over time the project is the preferred option
on an economic basis.

There are two components to this issue:

1. Congestion and the Supply Mix Directive

2. Planning Standards and related Planning alternatives (using
historical or forecast capacity factors)

3.4.1 Congestion and the Supply Mix Directive

The OPA argued:

...It is not a valid objection for intervenors to argue that the OPA
should plan transmission to constrain some wind and nuclear
resources in the Bruce area because it would be cost effective to
do so; in fact, it would not be as shown by the OPA financial
evaluation comparing the project to the proposed alternatives. But,
more importantly, to do this would be antithetical to the government
policy directives which the OPA is bound to follow in planning
Ontario’s power system. Specifically, it would contravene the spirit
of these policy directives if the OPA were to plan transmission in a
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manner that would constrain the clean and emission-free wind (and
nuclear) resources that the government directed the OPA to
procure.*!

The PWU made similar submissions.

Pollution Probe submitted that cost effectiveness is a key part of the meaning of the
Supply Mix Directive in respect of congestion reduction. The directive reads:

6. Strengthen the transmission system to:

Promote system efficiency and congestion reduction and facilitate
the integration of new supply, all in a manner consistent with the
need to cost effectively maintain system reliability.*?

Pollution Probe submitted that system reliability would be maintained under the
alternative using series capacitors and the Bruce Special Protection System (“BSPS”),
and given that it would be lower cost, the option is the more consistent with the Supply
Mix Directive and is in the interests of electricity ratepayers.

SON submitted that the directive is clear that congestion reduction is to be done within
the context of cost effectiveness. In SON'’s view, “building transmission capacity to
meet 100% of installed generation capacity will always act to reduce congestion, but
may risk dramatic and costly overbuild.”*

3.4.2 Board Findings

The Board finds that government policy (in the form of the Supply Mix Directive) in
support of renewable generation and congestion reduction does not in and of itself
automatically justify the planning of a transmission project to meet nameplate
generation capacity. Considerations of cost effectiveness are relevant, and indeed are
specifically referenced in the Supply Mix Directive. With respect to strengthening the
transmission system, the requirement is to “promote system efficiency and congestion
reduction and facilitate the integration of new supply, all in a manner consistent with the

1 OPA, Argument, p. 15.
12 June 13, 2006 Directive (Ex. B, tab 6, schedule 5, appendix 7)
3 SON, Argument, p. 18.
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need to cost effectively maintain system reliability.”** Therefore the Board must
consider the appropriateness of the planning standard in the context of this application.

3.4.3 Planning Standards and related Planning alternatives (using forecast or
actual capacity factors)

Pollution Probe submitted that just because nameplate capacity was the planning
assumption in the past does not mean that it continues to be a good practice,
particularly since this application is the first major instance of including wind generation
in network transmission planning.

Hydro One responded that planning to nameplate capacity is appropriate because it is
consistent with standard planning practices of the OPA and IESO and the generation
mix reflects policy choices by the province, and recognizes the particular characteristics
of the supply mix in the Bruce area.

Pollution Probe argued that given the low likelihood of the simultaneous operation of all
generation at full nameplate capacity, planning the line to meet that requirement would
overstate the actual need. With respect to wind, Pollution Probe argued that due to
spatial diversity it was unlikely that all wind generation units would be running at full
capacity at the same time. With respect to nuclear generation, Pollution Probe noted
that Bruce NGS’ historic operation has been in the range of 60-80%. In Pollution
Probe’s view,

it may be more efficient from a societal perspective to simply pay
for any locked-in energy during those odd times when the
transmission system is running at full capacity than to build an
expe?ssive transmission line that would not be needed most of the
time.

Pollution Probe argued that if the more realistic capacity factors of 95% for nuclear and
50% for wind are used, then the proposed line provides substantial additional capacity
that would not be needed if the series capacitor/BSPS alternative were used instead —
whether or not Bruce B is refurbished. Pollution Probe provided the following chart to
demonstrate this point.

4 Exhibit B/Tab 6/Sch. 5/Appendix 7(Directive-Integrated Supply Plan)/page 2/ltem 6
5 pollution Probe, Argument, p. 14.
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Figure 3 Alternative Assumptions: Depiction of Need for Bruce Area Line Using
Bruce Nuclear Station Aggregate CF = 95% and Wind Aggregate CF = 50%

SON noted that the substantive issue of how to treat intermittent wind and other
renewable resources from a transmission system planning perspective will be
investigated in the IPSP. A decision to approve the project based on the assumption of
planning for full wind capacity will influence the nature and scope of investigation of this
issue in the IPSP.

The Ross Group submitted that there was no evidence about international standards of
planning for wind generation or the reasonableness of Hydro One’s reliance on
nameplate capacity for transmission planning purposes. Hydro One replied that none of
the intervenor witnesses could offer evidence that different planning standards for wind
were applied in Texas, Alberta or California.

Pollution Probe questioned the IESO'’s reliance on the NPCC criterion as the basis for
justifying planning to nameplate capacity. The criterion reads: “Transfer capability
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studies shall be based on the load and generation conditions expected to exist for the
period under study”.’® In Pollution Probe’s view, the phrase “generation conditions
expected to exist for the period under study” is inadequate justification for expensive

capacity which will be unused most of the time.

Hydro One agreed that it is relying on the reference to “generation conditions expected
to exist for the period” and submitted that given the Supply Mix Directive the OPA plans
to obtain the full capacity of the wind generation. Hydro One maintained that the plan to
accommodate wind generation, despite its intermittent nature, was based on clear
government policy, and that

Once the choice is made to plan to accommodate all available
generation, the applicable NPCC standard requires that
transmission capable of transferring the planned-for generation be
put in place.*’

3.4.4 Board Findings

Planning transmission capability to meet nameplate capacity for an intermittent resource
is potentially costly. The Board notes that there was simultaneous peak generation
from 6 Bruce units and 3 large wind projects on 37 days in 2007. While this represents
about 10% of the year when expressed in days, the incidence of simultaneous peaks in
terms of hours was presumably substantially less as it is unlikely that there was
simultaneous peak wind generation over the entire day for those 37 days. This is
reflected in the evidence which was filed showing hourly production on two separate
days'®. There is no evidence to suggest that the incidence of simultaneous peak
generation will be higher with the addition of more nuclear and wind generation; indeed
the incidence may well be lower.

The OPA'’s witness agreed that in some circumstances it might not be economic to plan
the system to deliver all generation. However, Hydro One testified that the policy
framework (which calls for congestion reduction and additional renewable generation)
underpins the planning assumption for this application and that the financial impact is
only one consideration and is not necessarily the most important consideration. The

18 Exhibit K5.6/Page 2/section 2.1/Paragraph 2/Second sentence
" Hydro One, Reply Argument, p. 14.
8 Exhibit K1.1
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Supply Mix Directive does call for the strengthening of the transmission system, and the
Board accepts that planning for an amount less than nameplate capacity is planning for
some level of potential congestion.

The Board notes that the evidence is not that the NPCC standard explicitly requires
planning to full nameplate capacity; rather, the NPCC standard is that the system meets
the planned generation capacity. The evidence is unclear whether the standard would
be met if the OPA planned for less than 100% of the nameplate wind generation, and
planned the transmission system accordingly.

The Board would have been assisted had Hydro One provided more evidence regarding
wind generation and system planning in other jurisdictions. While Hydro One argued
that the intervenor witnesses did not provide evidence of different planning practices,
Mr. Brill (on behalf of the Fallis Group) testified that Florida Light & Power does not plan
the transmission system to nameplate wind capacity

The Board does not consider the evidence to be sufficient to make a determination on
the appropriateness of planning to full nameplate capacity. The question is whether it
must do so in order to decide this application. The Board concludes it does not.
Consideration of this issue is connected to the financial evaluation of the project. The
financial evaluation is based on a net present value determination of transmission
losses and Locked-In Energy. The Locked-In Energy costs are derived from reliability
and generation production projections. The question of whether or not to plan for full
nameplate capacity is not a determinative factor in the comparative financial analysis. |If
the conclusion of the financial evaluation was that an alternative was superior from a
financial perspective, then the Board would need to assess the merits of the planning
approach to determine what weight to give that factor in the overall assessment of the
project. As set out later in this decision, however, the Board finds that the project is the
preferred alternative from a financial perspective, and therefore an assessment of the
planning approach is not necessary.

The IPSP may well examine the planning methodology. The Board’s determinations in
this application do not pre-judge that examination.
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3.5 The Relationship between this Application and the IPSP

SON submitted that the project should not be approved in advance of the IPSP. SON
argued that the application is seeking pre-approval of the IPSP because it includes
1,000 MW of planned wind and the refurbishment or replacement of Bruce B, which are
core elements of the IPSP. In SON'’s view, it will be the IPSP, if approved, which will
provide the strategic level certainty about generation that will be necessary to
substantiate transmission projects, including any transmission project in the Bruce area.

SON argued that Hydro One could have implemented the near term and interim
measures, to address the immediate need for enhanced transmission, so that it was not
necessary to make this application in advance of the IPSP. SON submitted that
because Hydro One chose to proceed with the application,

it was incumbent upon them [Hydro One] to establish a full case for
the inclusion of the future generation elements, including sufficient
evidence respecting OPA’s planning work to allow this Board to
fully assess that work according to the standards required for the
review of such work in the context of the IPSP review.™

SON concluded that the evidence provided regarding the generation forecast was
insufficient, and submitted that the Board “should not approve the current application
based on the paucity of evidence respecting related forecasting and planning work.”*

Hydro One responded that “the manner in which the OPA carries out pre-IPSP
Directives is not subject to Board approval either within the IPSP or outside the IPSP

process.”?!

3.5.1 Board Findings

The Board does not agree with SON that Hydro One had an obligation to provide
greater evidence related to OPA’s forecasting and planning work. The Board is not
examining the underlying planning undertaken by the OPA except to the extent it
informs the determination of the reasonableness of the generation forecast and the

9 SON, Argument, p. 15.
2% |bid.
% Hydro One, Reply Argument, p. 26.
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economic evaluation of the project. For example, the scope of this proceeding does not
extend to broader planning considerations such as the tradeoffs between generation
and conservation and between different types of generation. The IPSP proceeding will
deal with those issues.

With respect to the reasonableness of the generation forecast, the scope of this
proceeding does not extend to a consideration of the merits of the generation itself (i.e.
whether or not 700 MW of large wind should be procured).

The August 2007 Ministerial Directive is a pre-IPSP directive, and therefore the OPA
has authority to procure the 2,000 MW of renewable generation identified in the
directives whether or not the IPSP is approved. The OPA has indicated that it intends
to procure 700 MW from large wind projects in the Bruce area. No further Board
approval is required in that regard. Therefore, the Board’s determination of the
reasonableness of the wind generation forecast does not pre-judge the IPSP.

There are a number of issues for review in the IPSP proceedings that relate to nuclear
generation for base-load requirements. However, in its decision on the IPSP issues, the
Board noted that “many of the most significant decisions regarding nuclear power have
been made, or will be made, outside this proceeding.”?> In addition, the Board has
already determined that it must assess this application under two nuclear scenarios:
with continued generation from eight units at Bruce NGS on the one hand, and with
Bruce B retirement and no new build on the other. Therefore, the Board is satisfied that
its decision in this proceeding does not pre-judge the determination of future generation
at the Bruce NGS or the Board’s consideration of base-load nuclear generation in the
IPSP.

3.6 Isthe Project Non-Discretionary?

The Board’s Filing Requirements for Transmission and Distribution Applications (the
“Filing Requirements”) include provisions whereby the applicant is to identify whether
the proposed project is discretionary or non-discretionary. Hydro One submitted that
the project was non-discretionary because Ministerial directives require the procurement
of new generation and drive the need for the project: to minimize congestion, to
maintain nuclear base-load, and to increase generation from renewables.

%2 EB-2007-0707, Decision with Reasons, March 26, 2008, p. 23.
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The Ross Group maintained that the project was discretionary because the witnesses
acknowledged that the project accomplished the purposes listed under discretionary
projects in the Filing Requirements, and did not testify that it met the requirements
under the non-discretionary category. The Ross Group argued that because it is a
discretionary project, the evidence in support of the project must be comprehensive and
concluded that Hydro One had failed to meet the evidentiary burden in the application.

Hydro One responded that in its cross-examination, the Ross Group had omitted to
identify the most important criteria for a non-discretionary project, namely “Projects that
are required to achieve Government objectives that are prescribed in governmental
directives or regulations.”

The Fallis Group submitted that the rules contained in the Filing Requirements require
the Board to determine whether the project need is determined beyond the control of
the Applicant or is determined at the discretion of the applicant. In the Fallis Group’s
view, a non-discretionary project is one for which “the need is determined beyond the
control of the Applicant”, and this means that some party external to Hydro One should
have ordered or directed Hydro One to make the application. The Fallis Group argued
that the project is, by definition, discretionary, because Hydro One had the discretion
not to make the application. The Fallis Group submitted that because the project is
discretionary, the Board can examine it through its overall legislative objectives.

Hydro One responded that the Fallis Group argument that Hydro One was not
compelled to apply for the Project was largely irrelevant.

The Fallis Group also submitted that the project should be considered in the same way
as the Consolidated Hearing Board determined transmission issues previously,
including an assessment of alternative technologies. The Fallis Group also submitted
that the Board cannot render a final decision in advance of the EA approval and a
development permit under the Niagara Escarpment Planning and Development Act.

3.6.1 Board Findings
The Board finds that the project can be categorized as non-discretionary because the

need for the project has been determined beyond the control of Hydro One.
Specifically, the need for the project has been determined by the OPA in its role as
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system planner which is required to achieve Government objectives that are prescribed
in directives or regulations.

In any event, the Board concludes that little turns on the project categorization. With
respect to the Ross Group argument that Hydro One’s evidence was insufficient the
Board notes that issues regarding the sufficiency of Hydro One’s evidence are
addressed throughout the decision. The Board disagrees with the Fallis Group
submission that an external party would have had to order or require Hydro One to
make the application. There is no support in the Filing Requirements for that
interpretation. The Board notes that regardless of the categorization, the Board’s
legislative objectives are relevant to the consideration of the application.

Further, the Board notes that it is clear in the Board’'s Filing Requirements (and in its
past practice with all leave to construct applications) that it will test a proposal against
the reasonable alternatives. The only difference in filing requirements for a non-
discretionary project?® is that the applicant need not evaluate the alternative of doing
nothing.

Finally, contrary to the view of the Fallis Group, the Board has the authority to render a
final decision in this application, in advance of the EA and Niagara Escarpment
processes, provided such approval is conditional on the successful completion of those
processes.

3.7 Evaluation Criteria and Identification of Alternatives

Hydro One identified that the project and any reasonable alternatives would need the
following essential attributes:

o Meets the required transmission capability

. Has limited effect on other paths

. Uses proven technology

. Is constructed at a reasonable cost

. Is consistent with land use policy

In Hydro One’s view, only its proposal meets these essential criteria.

% Filing Requirements for Transmission and Distribution Applications, November 14, 2006, section 5.3.2
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Hydro One reviewed a number of potential alternatives and reached the following
conclusions in respect of each:

1.

“Do nothing”: the Ontario power system has changed since
the time when the transmission system had sufficient capability
for the eight nuclear units. The heavy water plant has closed;
load patterns have changed; wind is an additional generation
resource; the province has an established “off-coal” policy.

Use of higher capacity conductor (e.g. ACCR technology): it
would require 15 years and $1.8 billion to achieve the same
capability as the project.

High Voltage Direct Current (“HVDC”) options: “HVDC Lite” is
not a proven technology; HVDC 500 KV was screened out on
basis of cost.

Bruce to Essa and Bruce to Longwood: neither line could
accommodate the 1,000 MW planned wind.

Bruce to Kleinburg and Bruce to Crieff: significantly greater
land use requirements from new corridors.

Longwood to Middleport: this proposal by Pollution Probe does
not meet the need (only provides 7,025 MW), and the
evidence is that it would cost more than the proposed project.

We address the following four sub-issues:

1.

2
3.
4

Sufficiency of the evidence
Interpretation of the land use policy
Scalability and uncertain generation
Near term and interim measures

3.7.1 Sufficiency of the Evidence

The Fallis Group submitted that the Board determined at Motions Day that it would not
consider route selection or route alternatives, thereby resulting in insufficient evidence
and examination of the costs and adequacy of the various transmission route
alternatives.

The Fallis Group also submitted that the more advanced conductor technology is
superior to the Aluminum Conductor Steel Reinforced (“ACSR”) proposed to be used in
the project and is therefore a reasonable alternative for which Hydro One did not
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provide adequate comparative evidence. The Fallis Group maintained that the cost
estimates provided by Hydro One for this alternative were unsubstantiated and
subjective.

Mr. Chris Aristides Pappas, an individual intervenor, submitted that Hydro One had not
met the Filing Requirements because it had not examined in sufficient detail new
conductor technologies, Flexible Alternating Current Transmission Systems, commonly
called “FACTS” technologies, series compensation, etc. He further submitted that the
proposed project presents significant risk to the system due to, among other things, the
continued use of the BSPS.

SON submitted that by fixing the transmission transfer requirement at 8,100 MW, Hydro
One “short-circuited” the evaluation of the alternatives by refusing to consider
alternatives associated with less generation or alternatives which provide flexibility to
accommodate uncertainty with respect to generation: series capacitors; Bruce to Essa;
and Bruce to Longwood to Middleport. Therefore, the Board cannot conclude that
Hydro One has considered all reasonable alternatives.

3.7.2 Board Findings

The Fallis Group submission with respect to Motions Day is incorrect. The Board
decided that it would not consider route refinements within the applied for corridor — it
was open to intervenors to explore the various route alternatives in order to test Hydro
One’s proposal and there was cross-examination on these alternatives.

The Board notes that Hydro One’s evidence with respect to evaluation criteria and
alternatives was not as good as it could have been, but the Board has sufficient
evidence to make its determination. Much of the key evidence regarding comparison of
the project to the alternatives was developed through intervenor interrogatories, cross-
examination, and intervenor evidence. It would have been helpful to have had more
analysis in the application itself, even if Hydro One was of the view that an alternative
was not worthy of further consideration. As an example, Hydro One’s evidence on the
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“conceptual alternatives” associated with alternative conductor technologies took the
form of a one-page summary filed during the course of the proceeding. The Board
expects that in future applications, Hydro One will take a broader view of the relevant
alternatives and will provide sufficient evidence in a timely manner to assist the Board in
considering alternatives.

3.7.3 Interpretation of the Land Use Policy

Hydro One’s position was that the proposal was consistent with provincial land use
policy.

The Provincial Policy Statement (“PPS”) reads:

The use of existing infrastructure and public service facilities should
be optimized, wherever feasible, before consideration is given to
developing new infrastructure and public service facilities.*

The Ross Group submitted that the PPS should be interpreted in the following way:

. The use of “should” indicates a desire, not a legal obligation or
imperative;

o Optimizing the existing corridor does not recognize that
additional land acquisition is required for the proposed project
as well as the two rejected alternatives.

o “Infrastructure” doesn’t include the existing corridor as no
specific reference to transmission corridor is made in the
definition, whereas there is specific reference to transit and
transportation corridors in the definition

. “Feasible” should be defined as *“suitable” and should be
assessed in terms of the risk of a single corridor and the
adverse impact on Camp Creek Lowlands and the Niagara
Escarpment.

4 Exhibit B/Tab 6/Sch. 5/Page 10/Section 1.6.2
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3.7.4 Board Findings

The Board concludes that the PPS is clearly directed toward the intensified use of
existing infrastructure, including infrastructure corridors. In that context the Board
concludes that intensified use of an existing corridor is preferred to an expanded
corridor, and an expanded corridor is preferred to a greenfield corridor.

3.7.5 Scalability and Uncertain Generation

SON, Energy Probe and the Ross Group all argued that the proposed project was not
suitably scalable. SON argued that total committed generation in 2013 will be about
7,100 MW, but that generation beyond that time could be substantially higher or
substantially lower depending upon the outcomes of the IPSP, regulatory approvals,
development decisions and competitive procurements:

. Generation production could be as low as 6,250 MW in 2018 if
Bruce B begins retirement and if planned wind is not fully
realized, generation could drop to 3,700 MW in 2022.

o Alternatively, generation production could reach higher than
8,100 MW if there is both refurbishment at Bruce B and new
nuclear build and/or if wind generation beyond the current
forecast of 1,700 MW is achieved.

A number of intervenors submitted that the project should be downwardly scalable given
the uncertainties related to generation and noted that the Hydro One project is not
downwardly scalable.

Hydro One submitted that scalability is achieved through the near-term and interim
measures and maintained that there is no reasonable possibility of declines in
generation in the Bruce area.

3.7.6 Board Findings
The Board concludes that scalability is an important consideration, particularly given
that the project is based on a generation forecast and is not underpinned by contractual

commitments. The evidence is clear that the project is designed for 8,100 MW and is
not scalable to either lower or higher levels of generation. Hydro One did not take
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adequate account of this factor in its analysis of the project and the alternatives.
However, the Board finds that this deficiency in the application is not sufficient
reasoning to reject the project. In future applications, the Board expects Hydro One to
assess how sensitive its analysis of alternatives is to variations in capability
requirements.

3.7.7 Near Term and Interim Measures

Hydro One identified two near-term measures which increase transfer capability by 400
MW: uprating the 230 kV Hanover to Orangeville line by 2009 and adding dynamic and
static reactive resources to the transmission system in southwestern Ontario. Hydro
One also identified two interim measures: expanding the BSPS; and, installing series
capacitors if the project were to be delayed beyond the end of 2011. In addition the
OPA will maintain the Orange Zone (which prevents the connection of further renewable
generation in the Bruce area);

Hydro One argued that these near-term and interim measures do not meet the forecast
need over the long term, noting that more transmission capability is needed by 2009 for
both committed wind generation and Standard Offer Program wind generation. Hydro
One submitted that the interim measures also cannot be considered as an alternative to
the project because longer term use of generation rejection in normal conditions
breaches reliability standards.

Hydro One submitted that a combination of generation rejection and series capacitors
was also not a reasonable alternative. Hydro One stated that the resulting transmission
capability of 7,076 MW s insufficient for the forecast need, and series compensation
presents operational challenges and cannot be implemented until 2011 given the
studies which are necessary (as identified by Hydro One’s external consultant) to
ensure reliability on the complex Bruce system.

Board staff noted that there is uncertainty around the timing of the approvals process
(the Environmental Assessment) and when generation will be committed. Board staff
guestioned whether the interim measures (including series capacitors) would be
appropriate to maintain transmission capability to meet the generation requirements in
the Bruce area in the event the proposed line is delayed.
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Pollution Probe submitted that a combination of series capacitors and generation
rejection is a reasonable alternative which is both viable and reliable:

. Series capacitors are a mature and reliable technology, which
Hydro One could implement by the end of 2011.

° The BSPS has been used for decades, which indicates its
viability and reliability, and it would still be used if the new line is
built.

. The BSPS should be armed more frequently to allow greater
optimization of the existing system, in line with land use policy.

Pollution Probe submitted that transmission capability would be 7,076 MW with series
capacitors and generation rejection, noting that Mr. Russell testified that the limit could
be further increased to 7,176 MW or even 7,400 MW. Pollution Probe submitted that
this alternative cannot be rejected as not meeting the need when more realistic capacity
factors are used and when one considers the cost effectiveness analysis.

3.7.8 Board Findings

Hydro One screened out the project alternatives based on its criteria, and with the
exception of the series capacitor/generation rejection alternative, there was limited
dispute about Hydro One’s analysis. The Board accepts the evidence that the
Longwood to Middleport alternative would provide less transmission capability at higher
cost than the proposed project.

However, the series capacitor/generation rejection alternative appears to have some
merit based on the uncertainty in the generation forecast and the limited scalability of
the proposed project. The series capacitor/generation rejection alternative offers the
potential for greater scalability. This alternative would also be consistent with the
government’s land use policy in that it would result in more intensive use of the existing
corridor.

The Board notes that there appear to be limited incentives for Hydro One to optimize its
assets. The Board observes that Hydro One was slow to offer evidence on the
comparison with “conceptual alternatives” but quick to highlight the “complexity” of
series capacitors. Hydro One (and the IESO and the OPA) displayed a definite
hesitancy to extend or stretch system capabilities.
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It would have been more helpful to the Board if Hydro One’s evidence in this area had
been more comprehensive. Therefore the Board assesses the proposed project against
the alternative of series capacitors/generation rejection in the next two sections: the
Financial Evaluation; and the Reliability Evaluation.

The Board is indebted to the intervenors for their rigorous examination of the series

capacitors/generation rejection alternative and the testing of this alternative against
Hydro One’s proposal.
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4. FINANCIAL EVALUATION

4.1 Introduction

Hydro One explained that the Locked-In Energy (“LIE") analysis provides an estimate of
the cost to Ontario consumers if the proposed facilities are not built and thus inadequate
transfer capability resulted:

Model results depict the cumulative net present value of costs,
including transmission losses and locked in energy, both for the
applied-for facilities and those associated with other alternatives.
Graphs depicting these results were submitted in evidence and
show “cross-over points” where the costs of one option rise above
those of the other being considered. Cross-over points of the
cumulative cost of an alternative expressed on a NPV basis
demonstrate which alternative has a higher or lower cost in the
long-term.?

The OPA estimated the cumulative net present value (“NPV”) of the locked-in energy
costs to be $1.3 billion based on the costs of the locked-in energy and losses and the
BSPS upgrade costs, and assuming the near term measures have been installed.?® If
series capacitors are included the cumulative NPV of the costs falls to $917 million (the
costs of the series capacitors are more than offset by the reduced locked-in energy).?’
Both of these values are well in excess of the project cost of $635 million.

Hydro One provided the graph below which depicts the cumulative NPV of costs over
time for the Bruce to Milton project and the series capacitor alternative under the
assumption that Bruce B is refurbished or replaced. This graph shows the cross-over
point of 2019, demonstrating that while the series capacitor alternative is less expensive
in the early years, its cost exceeds that of the project over the long term.

 Hydro One, Argument in Chief, p. 25.
28 Exhibit C/Tab 2/Schedule 10
27 Exhibit C/Tab 2/Schedule 11
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Het Present Value of Costs Comparison of the Bruce to Milton Line and Series Capacitors
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Hydro One also provided the following graph which shows the results of the same
analysis but under the assumption that Bruce B is retired. The cross-over date is
unchanged, and although the costs of the series capacitor alternative level off, they

remain higher than the proposed project.
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Het Present Value of Costs Comparison of the Bruce to Milten Line and Series Capacitors
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The PWU submitted that the locked-in energy analysis was irrelevant

because it presupposes that the task for the Board is to determine
the financially optimal combination of generation and transmission
resources, regardless of all other factors that make the proposed
project a non-discretionary and pre-IPSP project that is
recommended by the authorities mandated to do so. Such an
exercise would be inconsistent with the authorities of the various
entities involved in the electricity sector.?®

4.1.1 Board Findings

The Board disagrees with the PWU. This locked-in energy analysis is not irrelevant.
The Board must assess the application in terms of prices, reliability and quality of
electricity service. This financial analysis is the best means by which the Board can

% PWU, Argument, p. 25, paragraph 54.
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assess the public interest in respect of price. This is particularly important given the
uncertainties associated with the generation forecast and the OPA’s approach of
planning transmission capability to meet full nameplate generation even though the
simultaneous maximum generation from all sources can be expected to occur
infrequently.

The Board notes that the intervenors have made a significant contribution to the testing
and assessment of the locked-in generation analysis and the series
capacitors/generation rejection alternative. First, we examine the Pollution Probe
analysis, and then we review the SON analysis.

4.2 Pollution Probe (Fagan/Lanzalotta) Analysis

4.2.1 The Approach to the Analysis

Mr. Fagan and Mr. Lanzalotta, witnesses for Pollution Probe, claimed there were a
number of flaws in the OPA model and developed an alternative analysis by which to
assess the project. Pollution Probe submitted that the Fagan/Lanzalotta analysis should
be accepted over that of Hydro One, and concluded that the proposed line does not
make economic sense compared to the alternative (series capacitors/generation
rejection), whether or not Bruce B is refurbished.

Hydro One took the position that the adjustments made in the Fagan/Lanzalotta model
(namely to use average capacity factors for nuclear generation for the winter/summer
and shoulder periods, average capacity factors for wind, and monthly average
transmission penalties) were inappropriate for the following reasons:

o Using monthly capacity factors for wind and nuclear
underestimates locked-in energy: “using capacity factors as a
proxy for the generation profile will under-estimate the amount
of generation that is produced, and under-estimate the amount
of locked-in energy, where the generation profile is variable, as
in the case of wind.” (p.29) The OPA convolution of wind and
nuclear data captures the detailed generation profiles.

o There is minimal operating flexibility for the CANDU reactors.
The OPA approach reflects actual output with more real-time
precision than the Fagan/Lanzalotta approach.
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. There is no substantiation for the claim of spatial diversity of
wind in the Bruce area. The AWS Truewind report of October
2006 refers to spatial diversity, not the April 2007 report which
OPA used. (The 2006 report uses 10 minute mast data at sites
across Ontario; the 2007 report provides hourly data based on
simulated aggregate generation of three “virtual” wind farms in
the Bruce area based on 20 years of climate data.) The
Pollution Probe approach results in a flat profile (40% for winter
and shoulder and 20% for summer); the OPA’s approach
provides greater precision.

o Deriving the reduction in transmission system capability due to
outages (the “transmission penalty”) based on monthly
averages does not capture real-time effects of congestion: for
example, the coincidence of strong wind blowing for three hours
at the same time that an unexpected transmission outage
occurs. The result is that locked-in energy is underestimated in
the Fagan/Lanzalotta model.

. There is no statistical analysis to demonstrate a pattern of
transmission outages in shoulder time periods. The OPA
testified as to why outages cannot reasonably be expected to be
scheduled during shoulder period on a consistent basis.

More specifically with respect to the nuclear generation profile, Hydro One maintained
that the two-state model used by the OPA is the most appropriate approach. Hydro
One pointed to the chart?®® which presents the nuclear distribution curves for 2007 and
submitted that the charts demonstrate that for each unit most of the time is spent either
off or generating at maximum capacity. In Hydro One’s view,

The [OPA] model takes the frequency with which each unit is
actually on or off into account with the probabilistic generation
profiles, based on three years of historic operating data. As a
result, and because the model does not assume that every unit at
the Bruce complex generates all the time, Pollutions Probe’s
concern that the model does not reflect aggregate generation of the
Bruce nuclear complex is satisfied.*

Hydro One acknowledged that the OPA model does ignore the approximate 5% of total
time at which the unit operates between zero and MCR less 50MW: half would be
represented by zero production and half would be represented by full production in the

2 Exhibit. K13.1, p.1
% Hydro One, Reply Argument, p.16.
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OPA model. While the OPA could have used a three-state model, Hydro One
maintained that the minimal improvement in the model would have necessitated an
“exponential increase” in its complexity.

4.2.2 Board Findings

The Board’s conclusion is that the Fagan/Lanzalotta analysis has identified some areas
of the OPA model which would benefit from further analysis and/or sensitivity analysis,
but their model does not provide a superior way of analyzing the project. The Board
would like to note, however, that it finds the presentation of alternative approaches to be
particularly helpful. The Board understands the data and time restrictions intervenors
face when undertaking such analysis and does not expect that such analysis would
provide a complete substitute for the applicant’s analysis. The Board sees the primary
purpose of intervenor expert analysis to be a means of testing the robustness of the
applicant’s approach and presenting alternative approaches which may be appropriate
for the applicant to adopt.

The Board agrees that the greater level of detail in the OPA approach is superior to the
Fagan/Lanzalotta reliance on monthly capacity data. The Board also agrees with Hydro
One that the OPA’s approach to modelling nuclear generation based on a two-state
model is superior to the Fagan/Lanzalotta monthly capacity approach in most respects.
The Board accepts that the OPA approach appropriately captures the aggregate
generation from the Bruce NGS, and that capturing the small amount of time during
which there is partial generation from each of the units would result in minimal
improvement to the model.

With respect to spatial diversity of wind, the Board notes the concern expressed in the
2006 GE Energy/AWS Truewind Report®, referenced by Fagan/Lanzalotta, that the
data may not adequately capture spatial diversity. The report observes that as a result,
“the wind generation profiles produced probably overstates the variability of the
combined output of the wind projects.”* However, this comment is made in the context
of the 10-minute data. The report goes on to state

* Final Report to: OPA, IESO, CanWEA for Ontario Wind Integration Study, October 6, 2006, attached to
gge Supplemental Direct Evidence of Robert M. Fagan and Peter J. Lanzalotta , filed May 15, 2008.
Ibid., p. 3.5.
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On the other hand, over periods of several hours or more, wind
fluctuations tend to be more correlated between projects spaced as
many as hundreds of kilometers apart. On such time scales, the
lack of geographic diversity in the data probably makes little
difference to the overall variability of the combined plant output.®?

The OPA relied upon an AWS Truewind report of April 2007. This study simulates
production at specific project sites (rather than specific masts) and therefore addresses
the issue of spatial diversity within a wind farm project. The OPA took the data from
three sites in this study and scaled the results to the forecast total wind capacity of 1700
MW. Although the OPA did not specifically address whether this direct scaling was
appropriate or whether additional consideration of spatial diversity across the region
was warranted, the Board notes the earlier observation that over longer time periods,
the lack of spatial diversity in the data probably makes little difference. The Board
concludes that spatial diversity is unlikely to be a significant factor in the context of the
OPA model.

Fagan/Lanzalotta have also identified that there is at least apparent seasonality to
nuclear production and transmission capacity. It may be that this aggregate pattern has
limited impact on the OPA model results given the OPA model is based on a finer
temporal level (hourly rather than monthly); however the OPA did not appear to give this
serious consideration. The credibility of any model is enhanced if it successfully mimics
real-world experience. Hydro One criticizes Fagan/Lanzalotta for not providing
statistical analysis of this apparent seasonality. While such an analysis would have
strengthened the Fagan/Lanzalotta position, the observation of the pattern alone has
some merit.

The Board notes that the IESO did testify that there were attempts made in real
operating circumstances to coordinate nuclear and transmission outages, to the extent
possible, in the shoulder period.** In the Board’s view, it is the responsibility of Hydro
One (and by extension, the OPA) to consider such circumstances and assess more
thoughtfully whether the model could or should be enhanced. The Board expects Hydro
One and the OPA to address this issue in the context of any future reliance on the
model before the Board

* Ibid., p. 3.5.
* Transcript Volume 7/pp. 129-130
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4.2.3 The Results of the Analysis

The results of the Fagan/Lanzalotta analysis can be summarized as follows:

. If Bruce B is not refurbished, there will be significant excess
transmission capacity when the nuclear units reach the end of
their life, beginning around 2017. Fagan/Lanzalotta estimated
that $245 million would be saved by using the alternative
instead of the proposed line.

. If Bruce B is refurbished, the aggregate generation from the
Bruce area could be transmitted almost all of the time.
Fagan/Lanzalotta estimated that at least $72 million would be
saved in this scenario by using the alternative instead of the
proposed line.

Pollution Probe argued that in either case the savings would be even higher than
estimated because of the conservative assumptions made regarding nuclear capacity
factors and the low assumed transmission limit of 7,076 MW. Pollution Probe also
maintained that the cost of series capacitors ($91 million) should not be included in the
analysis because of other long term benefits of this technology (higher transfer
capability in the event of a contingency). If the costs were included, the net savings
would still be substantial in the scenario where Bruce B is not refurbished and still likely
to outweigh the costs if Bruce B is refurbished.

Hydro One submitted that Fagan/Lanzalotta used the wrong data set in their analysis.
They used the OPA scenario “C” (which includes series capacitors) for the comparison,
whereas using scenario “B” (which does not include series capacitors) would have been
more appropriate, in Hydro One’s view, and would have resulted in much higher locked-
in energy:

...Pollution Probe’s assertion that $245 million would be saved by
using series capacitors instead of building the line cannot by
definition be correct. Mr. Fagan’s results do not show the value of
the line compared with series capacitors; they show the incremental
value of the line after series capacitors are built. Not surprisingly,
based on this approach the NPV Mr. Fagan derives is considerably
lower than a proper analysis would show. *°

* Hydro One, Reply Argument, p.19.
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Hydro One maintained that the OPA’s analysis, which indicates net benefits of $700
million from construction of the line, is the analysis upon which the Board should rely.

4.2.4 Board Findings

Hydro One maintained that the Fagan/Lanzalotta analysis was flawed because it used
scenario “C” (which includes the near term measures, the BSPS and series capacitors)
for comparison purposes rather than scenario “B” (which only includes the near term
measures and the BSPS). The Board does not agree. The Fagan/Lanzalotta analysis
is attempting to measure the cost of locked-in energy in the series capacitor/generation
rejection alternative; the analysis is not attempting to measure the incremental
improvement offered by the Bruce to Milton alternative. However, given the other
limitations of the Fagan/Lanzalotta approach discussed above, the Board concludes
that the results cannot be relied upon to assess the project.

The Board concludes that based on the OPA analysis, the benefits of the project in
comparison to the series capacitors/generation rejection alternative exceed the costs.
The benefits are substantially larger than the costs if Bruce B is refurbished or replaced
around 2018. This is shown in Figure 4 where the cumulative costs of the alternative
are significantly higher over time than the cumulative costs of the project. If Bruce B is
retired and not replaced, the cumulative costs of the alternative are still higher over time
than the costs of the project, although the difference is much smaller. This is shown in
Figure 5. However, the Board accepts that if Bruce B is to be retired, then it is quite
likely that the plant would run beyond its current retirement date, thereby increasing the
difference in cost between the two alternatives. For example, Figure 6 below shows the
comparison assuming Bruce B begins to be retired in 2020 (as opposed to 2018).
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4.3 SON (Russell) Analysis

4.3.1 The Approach to the Analysis

SON submitted that the OPA NPV cost analysis cannot be used to demonstrate the
comparative values of various alternatives and is of doubtful reliability given various
flaws and assumptions. In particular, the model does not include:

. the annual savings associated with delaying capital costs
associated with the project

. the on-going value of series capacitors and its upward
scalability

Hydro One responded that the annual revenue requirement is not an appropriate proxy
for the avoided costs associated with delaying the line and that delaying the line leads
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Hydro One also

submitted that if series capacitors are installed and the line is subsequently built, then
the series capacitors will become redundant unless the generation installed surpasses

8,100 MW.

SON further submitted that the OPA model contains the following flaws:

Does not accurately measure the avoided costs when wind
generation is locked-in, and the avoided cost data is low and
outdated

Does not include losses or outages of enabler lines
Does not include costs for future switchgear upgrades
The discount rate should be 10%, not 4%

(SON also submitted that the OPA model did not take account of spatial diversity or the
seasonal pattern to transmission derating. The Board has addressed these criticisms in
the prior section.)

Hydro One responded that:

SON concluded the OPA model was not a viable system planning tool.

If the most recent avoided cost data were used, the result would
make SON'’'s alternative less attractive because the avoided
costs have risen.

Reducing the avoided costs by the cost of the wind generation
fails to recognize the Market Rules and Ontario policy.

Enabler lines are not part of the project and many wind farms in
the IESO queue would not require an enabler line, and any
alternative would be subject to the same circumstances.

Expected future upgrades to the Milton station, beyond those
included as part of this project, are not related to the project.

It is appropriate to use a real social discount rate, not a utility-
specific nominal rate, when discounting unescalated non-utility
cashflows.

Hydro One

responded that the model is not intended to be a system planning tool; it complements
and confirms the nameplate planning methodology.
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4.3.2 Board Findings

The Board's findings in respect of Mr. Russell's analysis are largely the same as for the
Fagan/Lanzalotta analysis: namely that Mr. Russell’'s analysis provides useful insights
and valuable testing of the OPA model, but ultimately Mr. Russell's approach cannot be
relied upon to evaluate the project. The Board would like to note that it was greatly
assisted by the testimony of Mr. Russell.

As with Pollution Probe, SON and Mr. Russell have raised legitimate challenges to the
OPA analysis. The Board has already addressed the issues of seasonality in
transmission capability and spatial diversity for wind in the prior section of this decision.

The Board does not agree with SON’s criticisms with respect to the avoided costs,
losses on the enabler lines, and the costs of switchgear upgrades. The Board accepts
Hydro One’s position that the switchgear upgrades are outside the scope of the analysis
and that losses on enabler lines would be common to any of the alternatives being
analyzed. With respect to the avoided cost data, the Board notes that the current
Navigant data is higher than that used by the OPA and hence the OPA analysis
understates the costs of locked-in energy.

The Board does not agree with SON that a 10% discount rate is appropriate. No
evidence was lead in support of this level and the Board notes that 10% is substantially
in excess of the discount rate set out in the Board’s Transmission System Code for
economic evaluation of connections. That discount rate is the transmitter’'s after-tax
cost of capital, which in the case of Hydro One is a nominal rate of 5.47%. The Board
accepts the use of a real discount rate of 4% in these circumstances.

The Board also disagrees with SON’s argument that the savings from locking-in higher
cost wind energy should be included. The Board agrees with Hydro One that it would
be inappropriate to reduce the avoided costs by the amount of the avoided wind
generation costs. First, the Market Rules are such that wind generation is the last to be
curtailed, and standard offer wind is not curtailed. Second, if wind generation were to
be subject to curtailment, then the wind developers will factor that into their bids in
response to the OPA’s procurement process. Third, the model uses Navigant's
estimates of avoided costs (developed for purposes of evaluating conservation and
demand management programs), which are possibly lower than the costs which would
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actually be paid for replacement generation using the IESO’s Hourly Ontario Energy
Price (“HOEP”).

With respect to voltage support costs, the Board finds that while there is substantial
dispute as to the level of these costs, it would not be appropriate to assume these costs
are zero.

Based on these findings, the Board concludes that Mr. Russell’'s scenarios which show
cross-over points beyond approximately 2024 are not relevant.

Although the Board accepts the assumptions used by the OPA, it would be helpful for
future evaluations if the OPA were to conduct some sensitivity analysis around these
key variables.

4.3.3 The Results of the Analysis

SON argued that the series capacitor/generation rejection alternative would provide
87%-91% of the full nameplate capacity of OPA’s assumed 8,100 MW of generation for
$535 million less than the cost of the project. SON maintained that Hydro One’s own
evidence is that this alternative would support a minimum of 7,076 MW (under stressed
conditions) up to 7,476 MW (with voltage support). SON maintained that this alternative
would provide a lower cost option for meeting committed requirements and allow a
staged approach to planning for future requirements given the current uncertainties
around wind and nuclear generation.

SON'’s expert, Mr. Russell, used the OPA’s model to analyze a variety of scenarios with
Bruce B retirement and with Bruce B refurbishment and with and without voltage
support costs. Based on this analysis, the cross-over dates of the cumulative cost NPV
varied from 2018 to beyond 2030. SON concluded that these dates suggest that Hydro
One could install the series capacitor/generation rejection alternative and have a large
window of opportunity to determine whether and to what extent future transmission
upgrades are necessary based on actual generation from the Bruce area.

Hydro One acknowledged that the inclusion of voltage support at a cost of $70 million

extends the cross-over point, but argued that the evidence is that the cost estimate was
likely low and therefore the analysis could not be relied upon. Hydro One asserted that
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using a voltage support cost of $105 million would bring the cross-over point forward in
time. SON responded that neither Hydro One, nor the OPA, nor the IESO had studied
the actual costs of voltage support and that the evidence Hydro One relied on for a
higher estimate came from a study developed for a different purpose. Hydro One
replied that it was meeting the Filing Requirements by not analyzing options that did not
meet IESO reliability standards and did not meet the need identified by the OPA.

With respect to the analysis generally, Hydro One argued that the model cannot be
used to justify a delay because it is a cumulative analysis, and not an annual analysis.
The cross-over point does not show when another alternative becomes more attractive;
it is the point at which the cumulative costs of the alternatives are equal. This is
demonstrated by the analysis in Exhibit J14.1 which shows that the projects cannot be
sequenced to minimize costs.

Hydro One concluded that a “wait and see approach” does not take proper account of
the locked-in energy (due to delay) and duplicated costs, which in Hydro One’s view
exacerbate price, quality and reliability risks, to the detriment of ratepayers. Hydro One
maintained that this would be neither prudent nor cost effective planning and that Mr.
Russell's analysis, as presented in Exhibit J14.1, demonstrates that implementing
series capacitors now and the constructing the Bruce to Milton line later is a much more
expensive option than building the Bruce line now.
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J 14.1 Construction on Line in 2015, Refurbish B by 2019
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Figure 6 Source Undertaking, J14.1

Hydro One also maintained that the series capacitor/generation rejection alternative
was not better from an economic perspective. Hydro One noted that the OPA analysis
shows the cross-over in 2018-2019, even if Bruce B is not refurbished, with significant
reliability benefits prior to the cross-over. Hydro One maintained that even under the
SON alternative analysis, the furthest cross-over point is 2030, which is only 20% of the
way through the expected 100 year lifespan of the project. Hydro One argued:

In most circumstances, the cross-over occurs in the 2018 or
2019, at about the anticipated commencement time of the
refurbishment or retirement of the Bruce B units. This result, using
Mr. Russell’'s own supplementary evidence, indicates that the issue
of the future of Bruce B can be removed from the decision-making
surrounding the line. As the evidence shows, the line is
economically justified even if Bruce B is not refurbished. And if
refurbishment or replacement does occur, the line provides
considerable upside economic and reliability benefits.3®

SON characterized Hydro One’s approach in the following way:

* Hydro One, Argument in Chief, p. 27.
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Hydro One suggests that the Board can approve of this Project,
and the 635 million dollar expenditure, not on the basis of a current
demonstrated need, but on the basis that OPA’s financial model
predicts a cost savings that may occur in the distant future.®’

SON disagreed with this approach. In SON'’s view, the financial evaluation model has
not been used to assess the situation where all “planned” generation is removed. In
SON’s view:

The Board simply has no evidence to determine whether the
applied-for project has a lower NPV than alternatives when
“planned” generation of 1000 MW of wind and Bruce “B”
refurbishment or replacement is removed from the analysis.*

4.3.4 Board Findings

SON and Mr. Russell’'s main conclusion is that the analysis supports a “wait and see”
approach. Their contention is that the series capacitor/generation rejection alternative
is sufficient to meet the load requirements until such time as the generation forecast
becomes more certain:

o If Bruce B is neither refurbished nor replaced and depending
upon the level of wind generation, then the Bruce to Milton line
will not be required and Hydro One can continue to rely on the
series capacitor/generation rejection alternative.

° If Bruce B is refurbished or there is new build, then the Bruce to
Milton line could be installed later.

However, as Hydro One points out, the analysis is cumulative, not annual, and therefore
installing both options results in significantly higher costs and reduced net benefits in
the event the 8,100 MW forecast is accurate. This might be appropriate if there were
the prospect of significant economic benefits from relying on the series
capacitor/generation rejection alternative in the event Bruce B is retired and there is no
new build. However, that is not the case. In the event there is no Bruce B
refurbishment or new build, and assuming the conservative (low) estimate of voltage
support costs, the NPV of costs cross-over point under Mr. Russell’s analysis is in the

¥ SON, Argument, p. 21.
* |bid.
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range of 2018-2019.%° As a result, there is no significant economic benefit to not having
built the line because at the point when Bruce B retirement begins the cumulative value
of the alternatives is the same. The Board’s conclusion is that the economic analysis
does not support a “wait and see” approach. The OPA analysis assuming no Bruce B
refurbishment or new build also has a cross-over date of 2019.%

While the Board agrees that the OPA analysis does not examine the impact of removing
the 1,000 MW wind generation, the Board has already concluded that there is sufficient
certainty regarding that aspect of the generation forecast.

4.4 Conclusions on the Financial Evaluation

The Board concludes that there are two potential shortcomings to the OPA model: the
model assumes no correlation between nuclear production and transmission capability
and no pattern of seasonality to either. The evidence, however, is that operators
attempt to coordinate nuclear and transmission outages, and do so in the shoulder
seasons. On the other hand, in some ways the OPA model has taken a conservative
approach (and therefore understated the benefits of the project):

o The model does not include the “take or pay” costs associated
with the Bruce A contracts, and therefore may underestimate
the cost of any locked-in nuclear generation.

. The model assumes there will be the same transmission
derating experience as took place from 2005 to 2007. However,
under the series capacitor/generation rejection alternative, the
system would be under greater stress and therefore the actual
level of derating would likely be higher.

. The model uses estimates of avoided costs, which are possibly
lower than the costs which would be paid for replacement
generation (HOEP).

The Board finds that the OPA analysis supports the conclusion that, from an economic
perspective, the proposed project is preferable to the series capacitor/generation
rejection alternative, whether or not Bruce B is refurbished or replaced. The Board also
finds that the benefits of the project in terms of reduced locked-in energy meet or
exceed the costs of the project whether or not Bruce B is refurbished or replaced.

% Supplementary evidence of SON, Appendix A, p.2 and 4
“ Exhibit K3.2
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5. RELIABILITY EVALUATION

5.1 The Proposed Project

With respect to the Ontario transmission system operation, Hydro One submitted that it
needed to de-stress an already stressed system:

The Project will provide more of a margin for contingencies and
scheduling maintenance, reduce the amount of operating reserve
required during outage conditions, and have less complicated re-
dispatch actions following contingencies and lower power losses.**

Hydro One noted that the IESO, which is the standards-making body, testified that the
proposed line is the best alternative that meets the need from the perspective of
reliability.

Hydro One made the following submission:

The SIA [IESO System Impact Assessment] concludes that the
Project will not result in material adverse effects to the power
system, subject to the installation of dynamic compensation,
specified shunt capacitors banks and the enhancement of the
BSPS (all of which form part of the near term and interim
measures).*

Hydro One noted that the Customer Impact Assessment (“CIA”) concluded that there
will not be any adverse impacts on southwestern Ontario customers.

Hydro One argued that installing more 500 kV lines on a common corridor does not
breach reliability standards and that there are risk management procedures in place to
address the extreme contingency of a loss of right of way. Hydro One pointed to the
IESO testimony to the effect that the consequences of the loss of the right of way are
assessed and are acceptable and manageable.

“ Ibid., p. 24.
*2 Hydro One, Argument in Chief, p. 61.
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5.1.1 Board Findings

The Board finds that the proposed project meets all the necessary reliability
requirements. Specifically, the evidence is that all of the requirements of the SIA will be
met and that no adverse consequences were identified in CIA. The only substantive
issue raised was the risk associated with placing the new line adjacent to an existing
line. The Board accepts the evidence of the IESO that a shared right of way does not
breach reliability requirements. The Board recognizes that a separate transmission
corridor might provide higher reliability but notes that such an approach would entail
higher costs and would not be consistent with Ontario’s land use policy.

5.2 The Series Capacitor/Generation Rejection Alternative

Hydro One submitted that the transmission and reliability standards are set out in
licence conditions, the Transmission System Code, the IESO’s Ontario Resource and
Assessment criteria (“ORAT”), and the IESO’s Market Rules. Hydro One noted that
series capacitors would be a new technology on a critical part of the Ontario power
system but acknowledged the external consultant’'s conclusion that series capacitors
can be installed provided necessary studies are undertaken. Hydro One expressed
more concern about generation rejection and argued that the long term use of the BSPS
does not accord with the Northeast Power Coordinating Council (“NPCC”) and IESO
reliability standards.

The IESO also submitted that long term use of series compensation and generation
rejection under normal conditions was inconsistent with NPCC and IESO reliability
standards.

Hydro One noted that reducing reliance on the BSPS was one of the project objectives.

Hydro One submitted that long term reliance on generation rejection through a Special
Protection System (“SPS”) is not permitted under ORAT. Section 3.4.1 reads:

[A]Jn SPS associated with the bulk power system may be planned to
provide protection for infrequent contingencies, for temporary
conditions such as project delays, for unusual combinations of
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system demand and outages, or to preserve system integrity in the
event of severe outages or extreme contingencies.*®

The section also provides further clarification that a Type 1 SPS (the Bruce SPS is a
Type 1) is “reserved only for few specific conditions, including transition periods to
enable new transmission reinforcements to be brought into service.”*

The Ross Group argued that prior to March 2007 the IESO did not preclude the long-
term use of SPS and that the limitation on the use of the SPS was only introduced with
the fundamental change to the ORAT in February 2007. SON questioned the IESO’s
authority to create the stricter reliability criteria and pointed out that Hydro One, in its
response to IESO, challenged the IESO'’s jurisdiction to make changes to transmission
planning standards. Mr. Russell testified that the change was substantially stricter than
the NERC and NPCC requirements and the prior IESO criteria.

SON concluded that even with the questionable change, the provisions do not preclude
the interim use of generation rejection as part of a series capacitor alternative. When
actual transmission requirements become more certain, further planning can be done: if
generation declines, then the generation rejection will be armed less frequently; if
generation increases, then transmission upgrades will reduce the need for arming.

Hydro One discounted the SON suggestion that IESO does not have the authority to
create new reliability criteria. In Hydro One’s view, the position it expressed in 2006 is
dated, and the IESO standards which have been issued are legislatively underpinned
and not optional.

Hydro One submitted that the proposed expansion and intensified use of the Bruce SPS
increases the operational complexity of the system and sparked NPCC concern.

NPCC is one of ten Regional Reliability Councils located throughout the United States,
Canada and portions of Mexico that together make up the North American Electric
Reliability Council (“"NERC”). As a member of NERC, NPCC provides for its members

3 Exhibit K10.2, tab 19, ORAT, s. 3.4.1.
* Ibid.
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broad based industry-wide reliability standards. The NPCC developed a standard titled
“Basic Criteria and Operation of Interconnected Power Systems”, which was most
recently revised on May 6, 2004. The criteria described in that standard are applicable
to design and operation of bulk power systems (in Ontario it is the transmission system
operating at voltages above 50 kV).

SON submitted that the NPCC was asked to consider and approve an SPS expanded
beyond historical levels and likely more expansive than what would be required under a
series compensation alternative (since transfer capability will be increased). SON
submitted that it was clear that if the series compensation alternative were pursued, a
revised BSPS would need to be developed and assessed for compliance with reliability
criteria in the normal course, but that any conclusion as to the NPCC response would
be speculation at this point.

5.2.1 Board Findings

There is no dispute that the proposed line provides a higher level of reliability than the
series capacitor/generation rejection alternative. The issue is whether the series
capacitor/generation rejection alternative meets the relevant reliability standards. Hydro
One did not dispute that the series capacitor/generation rejection alternative would meet
the relevant reliability standards if it were being used on an interim basis. The dispute
arose primarily in terms of whether the series capacitor/generation rejection alternative
would satisfy reliability standards if it were to be relied upon over the long-term. While
SON proposed that series capacitors could be used in the “interim”, it contemplated
their potential use until 2021 or later, depending upon the timing of the line installation.
The Board finds that this period extends substantially beyond what could be considered
an “interim” period.

Under the current IESO ORAT standard, long term use of the alternative quite clearly
does not meet the standard. The intervenors did not dispute this; rather they
guestioned the underlying reliability standard. The Board agrees with Hydro One that
the standards themselves are not an issue before the Board in the current proceeding.
The current standards are in force and the Board is not in a position to substitute a
different standard, even a pre-existing standard.
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With respect to the NPCC standards, the Board agrees that it can only speculate as to
whether a series capacitor/generation rejection alternative would be approved as a
Type | SPS system.

Even if it were established that the series capacitor/generation rejection alternative
could be relied upon in the long term, it is clear that the proposed project is a superior
alternative in terms of reliability. Further, it has already been determined by the Board
that the proposed line is also the preferred alternative from an economic perspective.
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6. LAND MATTERS

In accordance with Section 97 of the OEB Act, the Board must be satisfied that Hydro
One either has or will offer to each owner of land affected by the approved route an
agreement in a form that it has been approved by the Board.

The approved issues list contained two issues related to land matters.

. Are the forms of land agreements to be offered to affected
landowners reasonable?

. What is the status and process for Hydro One’s acquisition of
permanent and temporary land rights required for the project?

6.1 Forms of Land Agreements

The following forms of agreement were included in Hydro One’s leave to construct
application:

o Easement Agreement

. Agreement of Purchase and Sale

. Offer to Grant an Easement

. Option to Purchase

J Damage Claim Form

. Damage Release Form

. Access for Testing and Associated Access Routes Agreement

o Off-Corridor Temporary Access and Access Roads Agreement

In its submission Hydro One indicated that no party has challenged the forms of land
agreements to be offered to landowners as presented in the pre-filed evidence.

Hydro One further stated that Powerline Connections as a group representing over one

hundred properties that will be offered those agreements support the forms of
agreement.
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While the Fallis Group stated that the forms of agreement are in reasonable as far as
they go, it submitted that they lacked annual perpetual recognition payments.

6.1.1 Board Findings

The Board notes that no party has raised any concern with the forms of land
agreements to be offered to affected landowners. The Board approves the forms of
agreement to be offered to the affected land owners.

The Fallis Group’s issue related to compensation is not within the scope of this
proceeding®.

6.2 Status and Process for Acquisition of Permanent and Temporary
Land Rights

Hydro One submitted that throughout this proceeding, significant time, care and
attention had been placed by Hydro One on the implications that a project of this
magnitude and of this size would have on individual landowners. Hydro One stated that
it had been assisted by Powerline Connections in developing and addressing concerns
that, in effect, fall outside of the jurisdiction of this Board, namely, the compensation for
land acquisition.

Powerline Connections informed the Board by way of a letter dated April 28, 2008, that
it had withdrawn its opposition to Hydro One’s section 92 application. In its letter Power
Line Connections referenced progress in three main areas which was cited as the
reasons for this withdrawal:

. The completion of Hydro One’s review of routing alternatives
and the report dated March 14, 2008;

. The response of Hydro One to Powerline Connections’
interrogatories which secured substantive information to its
members to help out in their planning and mitigation strategies;
and

*5(1) The Oral Decision: Transcript Vol. 6, May 8, 2008, pages 72-74 ;
(2) Reminder of the Oral Decision, Transcript, Vol. 9, May 13, 2008, pages 1-2 ;
(3) Issues Day Decision and Order, September 26, 2007, Appendix A, Issues List
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. The release of Hydro One’s land compensation principles for
the Bruce to Milton line, which was based on consultation with
landowners including Powerline Connection represent a
significant progress and departure from previous practices by
Hydro One’s predecessor.

For its part, the Fallis Group submitted that the Environmental Assessment process and
this Leave to Construct process are “out-of-step” and therefore there is no way to
determine the status and process for Hydro One’s acquisition of permanent and
temporary land rights.

6.2.1 Board Findings

The Board recognizes that the need to plan for the acquisition of project associated land
rights concurrently with the design stages of a project requires a measured and
conditioned approach. There is a need to match the efforts in securing land rights to the
certainty of the route and the obtaining of various project approvals.

The Board does not accept The Fallis Group’s assertion that the status and process for
Hydro One’s acquisition of permanent and temporary land rights is undeterminable. The
Board has already ruled on the acceptability of the sequence and timing of the two
separate processes and finds that the status and process as they relate to this
proceeding are readily determinable as has been demonstrated by the Powerline
Connection Group.

The Board is satisfied that the steps taken by Hydro One in relation to land rights
acquisitions have been commensurate with the evolutionary nature of the project.
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7. ABORIGINAL CONSULTATION

7.1 Background
Issue 6.1 of the Issues List deals with Aboriginal consultation:

Have all Aboriginal Peoples whose existing or asserted Aboriginal
or treaty rights are affected by this project been identified, have
appropriate consultations been conducted with these groups and if
necessary, have appropriate accommodations been made with
these groups?

The Board also provided the following direction to parties on the final day of the oral of
the hearing:

[R]egarding argument, the Board is requesting specific input in the
argument on issue 6, which is in regard to Aboriginal consultation
and accommodation. We ask parties to address the following
guestions in their argument: What Crown consultation and
accommodation is required for the purposes of approving a section
92 leave-to-construct application; and what, if any, consultation and
accommodation issues are within the Board's jurisdiction in this
case; and has the required consultation and possibly
accommodation been done.*®

Hydro One filed evidence relating to its Aboriginal consultation activities, including
information detailing which Aboriginal groups were contacted, how they were selected,
and an overview of the results of the consultations as of that time. All parties agreed
that Aboriginal consultation for the project as a whole is ongoing and has not been
completed.

No other party called evidence on Aboriginal consultation issues. MNO filed a series of
documents relating generally to the Métis People and consultation for the project, which
its counsel reviewed with the Hydro One witness panel.

*® Transcript, volume 14, pp. 2-3.
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7.2 The lssues

The Duty to Consult

Although there is disagreement amongst the parties regarding the Board’s specific role,
there appears to be broad agreement regarding the overall nature of the duty to consult.

The duty to consult flows from s. 35 of the Constitution Act, 1982:

35. (1) The existing aboriginal and treaty rights of the aboriginal
peoples of Canada are hereby recognized and affirmed.

(2) In this Act, "aboriginal peoples of Canada" includes the Indian,
Inuit and Métis peoples of Canada.

(3) For greater certainty, in subsection (1) "treaty rights" includes
rights that now exist by way of land claims agreements or may be
SO acquired.

(4) Notwithstanding any other provision of this Act, the aboriginal
and treaty rights referred to in subsection (1) are guaranteed
equally to male and female persons.

All parties made reference to the three Supreme Court cases that originally described
the duty to consult.*” These cases make it clear that the Crown has a duty to consult
with Aboriginal groups prior to taking any action which may have an adverse impact on
an Aboriginal or treaty right. In certain circumstances, there will also be a duty to
accommodate Aboriginal interests. The duty to consult (including the duty to
accommodate where appropriate)*® arises where the Crown has knowledge, real or
constructive, of the potential existence of an Aboriginal or treaty right and contemplates
conduct that might adversely affect it. The extent of the duty requires a preliminary
assessment and is proportionate to the strength of the case supporting the existence of
the right or title in question, and to the seriousness of the potentially adverse effect upon
the right or title claimed.

*" Haida Nation v. British Columbia (Minister of Forests), [2004] 3 S.C.R. 511 (“Haida”); Taku River Tlingit
First Nation v. British Columbia (Project Assessment Director), [2004] 3 S.C.R. 550 (“Taku”); Mikisew
Cree First Nation v. Canada (Minister of Canadian Heritage), [2005] S.C.C. 69 (“Mikisew”).

8 Any reference to the “duty to consult” in this decision includes the duty, where appropriate, to
accommodate.
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On these general points there appears to be broad agreement. In addition, no party
argued that the Board itself had a duty to consult on the project. Where the parties differ
is with regard to the Board’s role in assessing the adequacy of the consultation.

The Board’s Role

The Board’s authority to approve leave to construct applications for electricity
transmission projects comes from sections 92 and 96 of the Ontario Energy Board Act.
Section 92 states:

No person shall construct, expand or reinforce an electricity
transmission line or an electricity distribution line or make an
interconnection without first obtaining from the Board an order
granting leave to construct, expand or reinforce such line or
interconnection.

Section 96(2) of the Act places certain restrictions on the scope of the Board’s review:

In an application under section 92, the Board shall only consider
the interests of consumers with respect to prices and the reliability
and quality of electricity service when, under subsection (1), it
considers whether the construction, expansion or reinforcement of
the electricity transmission line or electricity distribution line, or the
making of the interconnection.

An issue the Board must consider here is whether it is required to evaluate the
adequacy of the consultation conducted by reference to the whole of the project and its
potential impacts despite the section 96(2) restrictions on the Board’s jurisdiction.

In the submissions of SON and MNO, the answer is yes. In its submissions, MNO
states that the duty to consult arises from section 35 of the Constitution Act. It is a
super-added duty that runs parallel to existing statutory and policy mandates. In other
words, it cannot be legislated away. MNO submitted: “the OEB, as a statutory Crown
decision-maker, whose discretionary authorization (i.e. a leave to contract [sic] order)
has the potential to adversely affect Aboriginal peoples is accountable and responsible
to ensure the constitutional duty has been discharged in relation to its authorization.”*°

* MNO final argument, para. 45
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MNO cited the Supreme Court decision Paul v. British Columbia (Forest Appeals
Commission)® (“Paul”) in support of its contention that Crown statutory decision makers
have the jurisdiction to consider Aboriginal rights related issues in the course of their
decision making:

| am of the view that the approach set out in Martin, in the context
of determining a tribunal’s power to apply the Charter, is the only
approach to be taken in determining a tribunal’s power to apply s.
35 of the Constitution Act, 1982. The essential question is whether
the empowering legislation implicitly or explicitly grants to the
tribunal the jurisdiction to interpret or decide any question of law. If
it does, the tribunal will be presumed to have concomitant
jurisdiction to interpret or decide that question in light of s. 35 or any
other relevant constitutional provisions. Practical considerations
will generally not suffice to rebut the presumption that arises from
authority to decide questions of law. This is not to say, however,
that practical considerations cannot be taken into consideration in
determining what is the most appropriate way of handling a
particular dispute where more than one option is available.
[Emphasis added by MNO]

MNO then points to s. 19(1) of the OEB Act, which states: “The Board has in all matters
within its jurisdiction authority to hear and determine all questions of law and of fact.” In
MNQO'’s analysis, this leads to the conclusion that the Board has the jurisdiction to
consider questions of constitutional law and s. 35 or any other related constitutional
provision in its decision making process, including Aboriginal consultation issues.

SON also cites the Paul case and makes a similar submission:

. as a statutory tribunal, the Board must exercise its decision-
making functions in accordance with the dictates of the
Constitution, including s. 35(1) of the Constitution Act, 1982. The
Board is therefore required to respect and honour, not ignore, the
duty to consult and accommodate.>?

%0 2003] S.C.J. No. 34
> paul, para. 39.
*2 SON final argument, p. 42.
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SON further submitted that the EA is an administrative and political process, and was
therefore not an appropriate mechanism for making an independent determination
regarding the Crown’s consultation obligations.

SON concluded that, since consultation for the project is clearly not completed, the
application should be denied.

Board staff adopted a different view. It was Board staff's submission that in this case
the Board should only consider Aboriginal consultation issues that relate to prices,
reliability and quality of electricity service. Board staff did not rule out the possibility of
the Board considering broader consultation issues in some cases; it stated that where
no other Crown actor had a responsibility to consider consultation issues relating to
matters other than prices, reliability and quality of electricity service, the Board might
have to adopt that role. However, given that Aboriginal consultation issues were being
considered through the EA process, it was Board staff's view that the Board did not
have to adopt that role in this case.

Hydro One submitted that the Board's s. 35 responsibilities are limited by its mandate
under the OEB Act. The Board’s s. 35 obligations, therefore, can relate solely to prices,
reliability and quality of electricity service. Hydro One took issue with MNO’s
submission that the duty to consult is a super-added duty for the Board, and that it
stands as an independent requirement of the Board outside of its enabling statutes. In
Hydro One’s view there is no authority for this proposition, and it should be rejected. In
Hydro One’s analysis, the Paul decision simply describes the nature of an
administrative tribunal:

it does not stand for the proposition that Crown consultation must
occur in only one venue, that the decision maker's scope of
authority is expanded beyond that which is expressly provided for in
the applicable legislation and that the first decision maker to
consider any consultation aspects must consider all consultation
aspects.”?

Hydro One submitted that the Board would in no way be delegating or deferring its duty
to consult by leaving the issue to the EA process, because the Board has never had
responsibility for any s. 35 duties relating to environmental matters. This is an

*% Hydro One reply argument, p. 32.

-66-



DECISION AND ORDER
HYDRO ONE NETWORKS INC.
EB-2007-0050

obligation of the Minister of the Environment, and has never been an obligation of the
Board. The Board’s mandate is restricted to prices, reliability and quality of electricity
service, even when considering Aboriginal consultation issues.

7.3 Board Findings

The Board’s Jurisdiction to Consider Aboriginal Consultation Issues

It is agreed by all parties that Aboriginal consultation is required for the project as a
whole. Where the parties disagree is with respect to the scope of the Board’s
assessment of the consultation. The issue presented by the parties was not whether
the Board itself had an obligation or duty to consult but whether the Board had a duty to
determine whether the Crown had engaged in adequate consultation. The Board’s role,
in this case, is to assess whether or not adequate consultation has taken place prior to
granting an approval.

The Board is not aware of any cases in which a tribunal has been found to be
responsible for either conducting Aboriginal consultation, or for making a determination
as to whether or not Aboriginal consultation has been sufficient. Neither is the Board
aware of any cases stating that a tribunal does not have these responsibilities. It
appears that this issue has yet to be addressed by a Canadian court.

In the absence of definitive guidance from the courts, the Board must analyze the
statutes and precedents that do exist and come to a reasoned conclusion.

Paul holds that tribunals that have the authority to determine questions of law have the
jurisdiction to deal with constitutional issues. The Board accepts that it has the authority
and duty to consider questions of law on matters within its jurisdiction.

Parties suggested that the Board should not approve the application because the
consultation in the EA process is incomplete and/or inadequate, and that the leave to
construct should only be granted when the Board determines that the consultation as a
whole is complete and has been adequate. The Board does not agree with either
proposition.
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Although the Board has the authority to determine questions of law, the EA process is
beyond the Board’s jurisdiction and therefore the Board does not have the authority to
determine whether the Aboriginal consultation in that process has been sufficient. The
Board cannot assume authority over matters that are clearly within the legislated
jurisdiction of the EA process. In addition, parties argued that the Board should
consider the requirement for Aboriginal consultation related to the development of
generation. The Board disagrees. The matter before us is the approval to construct
transmission facilities. It does not include the approval of plans for, or development of,
generation facilities. Therefore, it is not within the Board’s jurisdiction, in this case, to
consider the adverse impacts on Aboriginal peoples requiring consultation related to the
development of generation.

Regardless of the issue of jurisdiction, the consultation surrounding this project as a
whole is clearly not complete. The issue for the Board, therefore, is whether a leave to
construct may be granted in the absence of a complete consultation.

Some parties suggest that the Board may not grant a leave to construct until the
consultation for the project as a whole is complete. The Board does not think this is
necessary. In a general sense this would be impractical and in this specific case it is
unnecessary because the Board's leave to construct order is conditioned on completion
of the EA process and the EA process will be dealing with the consultation issues raised
in direct relation to this project.

There is only one Crown. The requirement is that the Crown ensure that Aboriginal
consultation takes place for all aspects of the project. It is not necessary that each
Crown actor that is involved with an approval for the project take on the responsibility to
ensure that consultation for the entire project has been completed; such an approach
would be unworkable. It would lead to confusion and uncertainty and the potential for
duplication and inconsistency. It would also potentially lead to a circular situation in
which each Crown actor finds itself unable to render a final finding on consultation
because it is awaiting the completion of other processes. The Paul case directly
addresses this practicality issue:

Practical considerations will generally not suffice to rebut the
presumption that arises from authority to decide questions of law.
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This is not to say, however, that practical considerations cannot be
taken into consideration in determining what is the most appropriate
way of handling a particular dispute where more than one option is
available.

The Paul case predates the Haida case; however in the Board’s view this principle
applies equally in the consultation context. As a practical matter it is unworkable to
have to separate Crown actors considering identical Aboriginal consultation issues for
the same project. In fulfilling its responsibility to assess the adequacy of consultation,
the Board must necessarily take responsibility for the aspects of the consultation that
relate to the matter before it, but should do so with a recognition of any other forum in
which consultation issues related to the project are being addressed as well.

The Evidence

Based on the evidence and argument before it, the Board is unable to identify any
adverse affect on an Aboriginal or treaty right that would occur as a result of the Board’s
granting a leave to construct. Nor has any party identified any such issue on which there
has been a failure or refusal to consult.

Neither SON nor MNO called a witness in this proceeding to address issues relating to
Aboriginal consultation. MNO did file a number of documents which provided
information about the Métis People. Several documents reference the asserted Métis
Aboriginal right to harvest and other land related issues. For example, in a letter to
HONI regarding Métis consultation on the Bruce-Milton transmission line, the MNO
wrote:

The Crown has never undertaken a Métis traditional land use study
and has never provided support to the MNO to undertake such a
study in order to identify Métis land use, harvesting practices,
sacred places, Métis cemeteries, etc. in the region. As such, the
MNO is very concerned that Métis harvesting practices or use of
land in the region has not been considered in the development of
the Project.”

> Exhibit K9.6- Letter dated March 31, 2008, filed in this proceeding as Tab 10 of the Evidentiary
Submission filed on April 18, 2008 by the Métis Nation of Ontario
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MNO also filed a map showing Métis traditional harvesting territories (which include the
Bruce peninsula)®.

In its pre-filed evidence, Hydro One filed minutes from a number of meetings between
itself and SON. Counsel for SON questioned Hydro One’s witnesses regarding the
consultation activities it had undertaken with SON. Both the minutes from the meetings
and the responses under cross examination from Hydro One witnesses reveal that SON
had raised a number of concerns about the proposed project. Specific reference is
made to, amongst other things, archaeological issues, biological issues, and issues
relating to how the project fits in with the overall generation and transmission plans for
the Bruce area. There are references to “local benefit” or economic issues, but the
main thrust of the concerns relate to what can best be described as environmental or
land related issues.

All of the evidence is that the consultation issues relate to the EA process and
generation planning decisions. Generation planning is beyond the scope of the project
and is the subject of other ongoing consultations. The Memorandum of Understanding
between the Ministry of Energy and Hydro One®® clearly sets out the Crown’s
acknowledgement of its duty to consult and establishes those areas where Hydro One
will undertake some aspects of that consultation for this project. The EA process is a
key component.

The Environmental Assessment Process

In addition to the Board’'s approval, Hydro One must complete the EA in order to
commence building the project. The EA is conducted under the aegis of the Minister of
the Environment, and the EA is not complete until it is approved by the Minister. The
terms of reference (“TOR”) for the EA were filed with the Board in this proceeding. The
TOR includes a section relating to Aboriginal consultation. Section 8.4 of the TOR,
entitled “Aboriginal Communities and Groups Engagement/ Consultation Plan”, provides
an overview of Hydro One’s plan to ensure proper consultation and possibly
accommodation takes place. The TOR states:

%5 Exhibit K9.6- Métis Traditional Harvesting Territories Map, Tab 5 of the Evidentiary Submission filed on
April 18, 2008 by the Métis Nation of Ontario
% Exhibit K8.1
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Hydro One is committed to working closely with the Crown to
ensure that the duty to consult Aboriginal communities and groups
is fulfilled. Hydro One’s process for Aboriginal communities and
groups is designed to provide information on the project to the
Aboriginal communities and groups in a timely manner and to
respond to and address issues, concerns or questions raised by the
aboriginal communities and groups in a clear and transparent
manner throughout the completion of the regulatory approval
processes (e.g., the EA process).”’

In addition to section 8.4, there are numerous additional references to the consultation
activities that Hydro One plans to undertake as part of the EA process. Under the
heading “Traditional/Aboriginal Land Use”, for example, it states:

Based on consultation with the Aboriginal communities and groups,
the EA will document concerns and issues raised. The EA will also
describe how Hydro One proposes to address these concerns. The
EA document will describe Aboriginal communities and groups,
their traditional uses of the land, and their established and asserted
claims.

The EA process, which must be approved by the Minister of the Environment, is
specifically charged with addressing Aboriginal consultation issues relating to the
Project through its TOR. The Board disagrees with SON'S contention that the
environmental assessment process is not an appropriate mechanism for making a
determination regarding the Crown’s consultation obligations. The duty to consult and, if
necessary accommodate, is a duty owed by the Crown to Aboriginal peoples. The
Crown must satisfy itself that consultation has been adequate. A determination
regarding the adequacy of consultation which is made by a Minister of the Crown after
having considered the record of consultation conducted as part of an Environmental
Assessment is an entirely appropriate and logical means by which the Crown can
assure itself that consultation has been adequate. As the Crown will be making the
decision to grant the EA, and given the Crown’s broad duty to ensure adequate
consultation, it is reasonable to expect the Minister to consider the Crown consultations
that have gone on in areas beyond the project, namely generation planning.

*" Approved Terms of Reference of the EA dated April 4, 2008, Pages 74-75
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The Board’'s leave to construct order is conditioned on the granting of all other
necessary approvals and permits. Specifically, the Board’s order is conditional on
successful completion of the EA process. In this way, the Board has satisfied itself that
the process of assessment of the duty to consult (including the duty to accommodate
where appropriate) will be completed prior to the commencement of the project and in a
practical and workable manner.

The Board’s Proposed Aboriginal Consultation Policy

Both MNO and SON made reference to the Board’s draft Aboriginal Consultation Policy
(“ACP").

The Board issued the draft ACP for comment on June 18, 2007. A variety of
stakeholders, including several Aboriginal groups, made submissions to the Board on
the draft policy. Every Aboriginal group that made substantive comments on the draft,
including MNO, was opposed to the ACP as drafted and asked that the Board not adopt
it. To date, the Board has not adopted the ACP, and it currently has no formal policy
with regard to Aboriginal consultation.

The Board has recognized that whatever consultation responsibilities it has exist
irrespective of the existence of a formal consultation policy. For that reason it has
considered Aboriginal consultation issues on a case by case basis as proceedings have
come before the Board. In one case cited by MNO, which was released in October
2007, the Board made reference to its proposed ACP. This decision clearly identified
the ACP as “proposed” as opposed to final, and should not be taken to mean that the
Board has in fact adopted an ACP. In fact, the MNO appears to have recognized that
the ACP was still only a draft in a letter to Hydro One dated November 27, 2007:

...the Ontario Energy Board has recently issued a draft Aboriginal
Consultation Policy that requires all proponents to provide
information in their future applications to the Board on how the
Aboriginal communities who may be affected by the projects being
proposed by proponents have been consulted.®

%8 Exhbit K9.6- Letter dated November 27, 2007 addressed to Hydro One, Tab 9 of the Evidentiary
Submission filed on April 18, 2008 by the Métis Nation of Ontario
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8. PRICE IMPACTS

Section 96(2) of the OEB Act states that the Board shall only consider the interests of
consumer’s with respect to prices and the reliability and quality of electricity service
when it considers whether the construction of an electricity transmission line is in the
public interest. With respect to the cost estimate and rate impact, Hydro One
maintained that the $635 million cost estimate was confirmed throughout hearing and
that the resulting 9-10% increase in the Transmission Network Pool Rate and 0.45%
increase in total electricity bill to a typical residential customer was acceptable. Hydro
One noted that the estimated impact for a typical residential customer is $0.50/month.

Mr. Barlow questioned the accuracy of the project budget and suggested that Hydro
One should be responsible for any cost overruns.

8.1 Board Findings

The Board concludes that based on the estimates provided, the rate impact is
acceptable. The Board notes, however, that Hydro One is at risk for any cost increases
and that any cost overruns will be subject to a prudence review at a subsequent rate
application.
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9. CONDITIONS OF APPROVAL

Board staff prepared a set of standard conditions of approval. Hydro One indicated that
it did not have any concerns with the conditions as proposed.

The Fallis Group submitted that if an Order is granted it should also be conditional on
the issuance of a Development permit under the Niagara Escarpment Planning and
Development Act.

Hydro One responded that a specific condition related to the Niagara Escarpment
Planning and Development Act is not required as it is already covered in the general
condition proposed by Board staff regarding other permits and approvals.

Board staff and a number of intervenors proposed conditions related to the uncertainty
of the generation forecast. In its reply, Hydro One maintained that to “impose conditions
in response to which Hydro One has not had the opportunity to provide evidence, would
violate the principles of natural justice and fairness” (p.2).

9.1 Board Findings

The Board has determined that the forecast of wind generation is reasonable and
contains very little risk. The Board has also determined that the proposed project is the
preferred option from an economic point of view, regardless of whether Bruce B is
retired or refurbished or replaced. Therefore, while the Board does not agree with
Hydro One’s submission that imposing conditions without providing the applicant an
opportunity to provide related evidence violates the principles of natural justice and
fairness, conditions related to the generation forecast are unnecessary in this case.
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10. COST DECISION AND ORDER

The board will issue its decision and order on cost awards shortly.

THE BOARD ORDERS THAT:

Leave to construct the transmission reinforcement project between the Bruce Nuclear
Generating Station and Milton Switching Station is hereby granted to Hydro One
Networks Inc. subject to the Conditions of Approval attached as Appendix “C” to this
Order. The transmission reinforcement project includes making certain modifications at
the Milton, Bruce A and Bruce B transmission stations to accommodate the new
transmission lines.

DATED at Toronto, September 15, 2008
ONTARIO ENERGY BOARD

Original Signed By

Pamela Nowina
Presiding Member

Original Signed By

Ken Quesnelle
Member

Original Signed By

Cynthia Chaplin
Member
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PROCEDURAL MATTERS
INCLUDING LIST OF WITNESSES

EB-2007-0050
HYDRO ONE NETWORKS INC.

BRUCE-MILTON TRANSMISSION PROJECT

As part of proceeding EB-2007-0050, the Board heard preliminary motions
related to how the application should proceed. The Board held a Motions Day on
June 25, 2007. The Board issued its decision on the motions on July 4, 2007. In
that decision, the Board determined that the overall schedule for the proceeding
should be adjusted to allow additional time to facilitate landowner participation in
the proceeding and that a Technical Conference should be held.

An Issues Day was held on September 17, 2007. Following the Issues Day, the
Board, on September 26, 2007 released its “Issues Day - Decision and Order” by
which it approved a final list of issues (“Issues List”).

A transcribed Technical Conference was held in Toronto on October 15 and 16,
2007.

Upon receiving the Amended Application on November 30, 2007, the Board
invited intervenors in to examine the Issues List and make submissions as to
whether changes or additions are appropriate.

To hear the submissions on the Issues List, the Board held a second Issues Day
on February 21, 2008. Several parties made submissions on the need for issues
to address the relative timing of the Board’s leave to construct process and the
environmental assessment process. Although the Board made no changes to
the Issues List, the Board instructed Hydro One to inform the Board and other
parties of the status of the environmental assessment process two weeks before
the commencement of the oral hearing in this case. The Board stated it would
determine at that time the need to add issues resulting from the timing of the
environmental assessment process.



Procedural Order No.5 set out the schedule for interrogatories and the filing of
intervenor evidence. On March 7, 2008 the Board issued Procedural Order No. 6
which addressed an issue of confidentiality related to a System Model used by
the IESO allowing for Interrogatory Response to be sent to those parties that
requested the confidential information on condition that those parties sign the
Board's Declaration and Undertaking and files it with the Board. On April 1,
2008, the Board issued its Decision and Order on Confidentiality Matters.

A Motions Day was held on April 3, 2008 to hear submissions from various
intervenors with respect to certain interrogatory answers. On April 7, 2008 the
Board issued Procedural Order No. 8 requiring Hydro One to provide answers to
certain interrogatories filed by intervenors. The Decision and Order on the Motion
also dated April 7, 2008 required that Hydro One make its best efforts to obtain
this information from Ontario Power Generation, Bruce Power, or some other
body.

On April 14, 2008 the Board issued its Procedural Order No. 9, to address an
issue in regard to a letter dated April 10, 2008 from the OPA requesting that
certain information provided in response to certain Pollution Probe interrogatories
be treated in confidence.

On April 24, 2008, Pollution Probe filed a Motion seeking specific information
relating to its interrogatories regarding two matters related to the cost
effectiveness of the proposed transmission line. The Board decided to conduct
this Motion by way of a written proceeding. In a Procedural Order No. 10 issued
on April 28, 2008 the Board invited Hydro One to respond to Pollution Probe’s
Motion and for Pollution Probe to reply prior to the commencement of the Oral
hearing on May 1, 2008.

WITNESSES
Witnesses Supporting the Application
The following witnesses representing the Applicant, Hydro One Networks

Inc.(*Hydro One”), the Ontario Power Authority (“OPA”), and the Independent
Electricity System Operator (“IESO”) testified at the oral hearing:



R. Chow OPA

M. Falvo IESO

V. Girard Hydro one
J. Sabiston Hydro One
G. Schneider Hydro One
D. Woodford Expert on behalf of OPA
J. Lee OPA

L.A. Cameron Hydro One
R.Thompson Hydro One
E. Cancilla Hydro One
J. Sabiston Hydro One
M. Falvo IESO

Witnesses called by Intervenors

For Pollution Probe Foundation

R. Fagan
P.Lanzalotta

For Saugeen Ojibway Nation

W.Russell

For Fallis Group

E.Brill
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1.2

1.3

1.4

2.2

2.3

CONDITIONS OF APPROVAL
EB-2007-0050
HYDRO ONE NETWORKS INC.

BRUCE-MILTON TRANSMISSION PROJECT

GENERAL REQUIREMENTS

Hydro One Networks Inc. (“Hydro One”) shall construct the facilities and restore
the land in accordance with its application, evidence and undertakings, except as
modified by this Order and these Conditions of Approval.

Unless otherwise ordered by the Board, authorization for Leave to Construct
shall terminate December 31, 2011, unless construction has commenced prior to
that date.

Hydro One shall advise the Board's designated representative of any proposed
material change in the project, including but not limited to changes in: the
proposed route; construction techniques; construction schedule; restoration
procedures; or any other impacts of construction. Hydro One shall not make a
material change without prior approval of the Board or its designated
representative. In the event of an emergency the Board shall be informed
immediately after the fact.

Hydro One shall obtain all necessary approvals, permits, licences, certificates
and easement rights required to construct, operate and maintain the proposed
project, shall provide copies of all such written approvals, permits, licences and
certificates upon the Board’s request.

PROJECT AND COMMUNICATIONS REQUIREMENTS

The Board's designated representative for the purpose of these Conditions of
Approval shall be the Manager, Facilities.

Hydro One shall designate a person as project engineer and shall provide the
name of the individual to the Board's designated representative. The project
engineer will be responsible for the fulfilment of the Conditions of Approval on
the construction site. Hydro One shall provide a copy of the Order and
Conditions of Approval to the project engineer within ten (10) days of the Board's
Order being issued

Hydro One shall give the Board's designated representative ten (10) days written
notice in advance of the commencement of construction.



2.4

2.5

2.6

3.2

Hydro One shall furnish the Board's designated representative with all
reasonable assistance needed to ascertain whether the work is being or has
been performed in accordance with the Board's Order.

Hydro One shall develop, as soon as possible and prior to start of construction, a
detailed construction plan. The detailed construction plan shall cover all activities
and associated outages and also include proposed outage management plans.
These plans should be discussed with affected transmission customers before
being finalized. Upon completion of the detailed plans, Hydro One shall provide
five (5) copies to the Board's designated representative.

Hydro One shall furnish the Board's designated representative with five (5)
copies of written confirmation of the completion of construction. This written
confirmation shall be provided within one month of the completion of
construction.

MONITORING AND REPORTING REQUIREMENTS

Both during and after construction, Hydro One shall monitor the impacts of
construction, and shall file five (5) copies of a monitoring report with the Board
within fifteen months of the completion of construction. Hydro One shall attach to
the monitoring report a log of all complaints related to construction that have
been received. The log shall record the person making the complaint, the times
of all complaints received, the substance of each complaint, the actions taken in
response, and the reasons underlying such actions.

The monitoring report shall confirm Hydro One's adherence to Condition 1.1 and
shall include a description of the impacts noted during construction and the
actions taken or to be taken to prevent or mitigate the long-term effects of the
impacts of construction. This report shall describe any outstanding concerns
identified during construction and the condition of the rehabilitated land and the
effectiveness of the mitigation measures undertaken. The results of the
monitoring programs and analysis shall be included and recommendations made
as appropriate. Any deficiency in compliance with any of the Conditions of
Approval shall be explained. Within fifteen (15) months of the completion of
construction, Hydro One shall file with the Board a written Post Construction
Financial Report. The report shall indicate the actual capital costs of the project
with a detailed explanation of all cost components and shall explain all significant
variances from the estimates filed with the Board.



4 ENVIRONMENTAL ASSESSMENT ACT REQUIREMENTS

4.1  Hydro One shall comply with any and all requirements of the Environmental
Assessment Act relevant to this application.



	LIST OF PARTIES 
	LIST OF PARTIES 
	Board Counsel and Staff 

