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SUMMARY OF PREFILED EVIDENCE

Hydro One Networks Inc., (“Networks™) has applied to the Ontario Energy Board for an
order granting leave to construct transmission facilities pursuant to Section 92 of the

. Ontaria Energy Board Act.

The proposed facilities aré for a new interconnection with Hydro-Québec
("Hydro-Qudbec'™), pursuant to the condition in Nctworks’ Transitional Transmission
Licence. Section 22.1 of its Transitional Transmission Licence requires that Networks
"uge its best sffors to expand inter-te capacity to neighbouring jurisdictions by
spproximately 2000 MW within 36 months of the date the competitive market opens”.

The proposed facilities are also responsive to the need to increase the Ontario — Québec
interconnection capacity that was identified following the 1998 ice storm affecting
Pastern Ontario. This project will reinforce delivery capability in both Provinees and
enable another 1250 MW source of supply, thereby improving adequacy of supply during
peak demand and emergency conditions. These fucilities will also provide the first
continuous interconnection between Ontario and Québec, since all current
interconnections involve isolating generation snd/or 1osd in one Province and connecting
it to the other Province's system.

The proposcd facilitias are required for the Qutsouais/Hawthorne Intercannection (the

"Hydm-Québoe Intesconnection™). These t'lctlluu will interconnoot with facilities 1o be
contructed (n Québec by Hydro-Québee and will increase Ontario’s hmeome_o_ugn
capacity with Québec by 1250 MW for both imports and exports. A map of the proposed

Hydro-Québes Interconnection facilities is provided as Exhibit B, Tab 2, Scheduls 2.
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The proposed facilities will replace Networks' two existing single circuit lines between

the Hawthomne Transformer Station (“TS') and the Ottawa River crogsing of Masson, .

Qusbec with rtwo new doyble-¢ircuit lines. One double-circuit line will be used for the
exinting elrcuits, and the other for the new 230kV interconnection circuits. Switching
facilities will be added at the Hawthorne TS to incorporate the new ¢ircuits.

In determining the propossd facilities for the axpansion of interconmection cspacity,
Networks considered a number of slternatives. Thege alternatives ware considered based
on the unit cost of the additional cspacity, the magnitude of the sdditional capacity
relstive to Networks' obligation 10 increase interconnection capacity, and the potential to
complate the interconnection within the time frame of Networks’ commitment to meet jits
licence requirement,

Networks identified interconnection slternatives with each peighbouring jurisdiction.
Thess included interconnections with New York, Manitobs, Michigan, Pennsylvania and
Québac. Ths two lowest unit cogt projects (included for comparisan purposes) have
already been initisted. These projects are the Phase Shifter project at the Ontario border
with Michigan (the Michigan. Phase Shifter Project) and the upgrade to the existing
interconnection with Maclsren Industries at Masson, Québec. The Hydro-Québec
interconnection is the next lowest unit cost project, Hliowed by the Nisgsra
reinforcement.

Networks also considered & number of specific alternstives for a new interconnection
with Hydro-Québec. These alternatives wers identified In co-operadon with Hydro-
Québee snd were considered based on their estimated umit costs together with other
technical criteria. In addition, local area and routing matters were considered, including
detailed consultations with the public as part of the Class Eavironmental Assegsment
process in accordance with the requirements of the Ontario Minister of the Environment
undsr the Ontario Environmental Assessment Act.

2080, 10-10 16114 iR13 P, px/00
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Bmd on this identification lnd assessment of the upoclﬂc altematives for an

intmonnecuon with Hydro Q_uébec. it wag concludod that eomtmction of s double
cireuit 230kV transmission line berween Hawthorne In Ontario and Outsouals in Québec

— 0 - — o

with & back-to-back HVDC converter at Outsousis, is the most cost eective and

t_e_c_ilmnlly preférted option. In Ontarlo, this option requires building a double-circuit

line hetween Hawthome mda‘mmnz Ottswa River crossing at Masson.

The estimated cost of the proposed facilities to be constructed by Networks in Ontario is
$96.5 M. The cstimated project cost includes contingencies to mitigate the risk of higher
construction Costs,

_—\\
The & mtgl cost of the overal] project, mcludmg the cost of _m_uﬁog_ngcnon fmhuu tlnt Iy 5
mub.comumd »d In Québes by Hydro-Québec is estimated to be $304.5 M. et
W08°

Based on the cost of capital as approved by the Board in RP-1999-0044, construction and
operation of the proposed facilities will regult in an estimated $12.3 M increase in
Networks' overall transmission revenue requirement in 2003. Assuming the current
volume of transmission service provided by Networks, recovery of this additional
revenue requirement will require an mcreage in the average transmission charges of
1.04% from those approved by the Board in RP-1999-0044.

If transmission rates were o increase by 1.04%, this would result in an spproximate
increass of 0.15% or $1.87 a year in the delivered cost of electricity for the average
Ontario residential customer. This is the case as the cost of tranamission is essumed to
comprise approximately 15% of the typical consumer's delivered cost of electricity.
However, this impact does pot take into account the reduction in the consumers’ cost of
electricity supply which is expected as a result of the proposed interconnection. When

18114 8513 ».07/09
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this is taken into consideration, the snnual electricity cost savings for Ontario consumers
is expected to substantially exceed the total cost of the project.

An independent study carried out by PHB Hasgler Bailly (“PHB™) for Networks has
estimated that Ontario customers are likely to save at least $240 M snnually from lower
electricity prices directly relsted to the sdditional transmission {nterconnection ¢apacity.
With & more typical degree of price volatility as experienced in other jurisdictions,
savings would increase to $295 M. Even under a very conservative scenwio assuming
substantially less electricity price volatility than experienced elsswhers, the annual
savings for Ontario electricity consumers are estimated to be $185 M.

Networks and Hydro-Québec have sgreed to the commercial aspects of the project
subject to appropriate regulatory-and other spprovals. Bafore it goes into operation, any
necessary operationsl or maintenance relsted conditions with respect to the new
interconnection will be incorporated in the new Interconnection Agreement (between
Hydro-Québec and the Independent Elsctricity Market Operator) and the new Facilities
Agreement (between Hydro-Québec snd Networks). These new Agresments will be
created as a result of the unbundling of the legacy Interconnection Agreement between
the former Ontario Hydro and Hydro-Québec.

The design of the proposed facilities is in accordance with the reliability criteria of the
Northeast Power Coordinating Council ("NPCC") and the requirements of the
Transmission System Code for licenced electricily utilities in Ontasio.

Co-operative discussions with Hydro-Québec and others for the propoud interconnection
are ongomx. “Technical plans are compicu and the necessary mfomuxon and joint
studies of the trmmmion sxmm ug_phclnom are unduw:y The Independent

s et o Ot rmm Assessmeat in
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sssociated IMO Connection Assewment and Approval procedure, The project impact on
the interconnected grid is also being studied to ensure compliance with the tequirements
of the Northeast Power Co-ordinating Council (NPCC). Based on the substantial work to
dats, Nstworks does not aticipate any significent changes to the proposed
Interconnection arising from these technical reviewa.

The Class Environmental Assesmment process required for the Ontario component of the
project has been completed and the associated Environmental Study Report has been filed
with the Ministry of Environment in sccordance with the reqnimnanu of the

e e,

Report and no further mmnmenm appmvm are required. The pmpoud project
minimizes the environmentsl hnplct by using e:dnmg rights of way and tower lounom

— s -

No new private hndownn mmenu will be required.

7
The propond tu:ihtm 1o be constructed, owned and operated by Netwoxh are cuuently
scheduled to be plued in-umce ce by December 31, 2002. H}dro-Québoc requires (R fow

— s —

months after the pr propo«d facmden are commissioned for testing and eomm:monmg ng the
facilities to be constructed by Hydro-Québec. Both Networks and HyﬁogleLu we
fnrmnllyeommmd mdmwungwmonwueeedﬂﬂsnhuhle
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The proposed coustruction schedule for the lines must begin cerly in the winter of

s — .

2000/01 toallowfotmm-meedmmonouupuklo;dpmodmzom hlubo

necassary to allow for construction during frozen ground conditions in order to comply
with the terms of ths Eaviromments] Study Report and to reduce construction costs.

To meet this in-service date, Networks {s secking regulatory approval for leave to
construct the proposed facilities by mid-November 2000.
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