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Capital Project Justification Addendum

Project Name (This section is required for all Addendums).

Keeyask Generating Station

Recommendation (This section is required for all Addendums).

That the project estimate be increased by $276 million to a revised total of $6,496 million.

Project Scope (This section is be filled out only if there is a change to the scope).

No Change

Background (This section is be filled out only if there is information relevant to the recommendation).

This CPJA reflects the control budget prepared as part of the NFAT and a detailed summary is provided
below.

The Keeyask Project control budget was updated in March 2014. The last detailed project estimate was
completed in 2009 with a detailed sensitivity analysis conducted in Summer of 2012. The control budget
includes bid prices from the major contractors including the General Civil Contract and current budget of
the Keeyask Infrastructure Project.

P50 Estimate:
The following changes were made to the P50 Estimate:

- Increase for actual escalation to bring the estimate to 2014$ with a subsequent decrease to future
escalation resulting in no net change

- Increase for the difference between awarded value and estimate for the General Civil Works, plus
the addition of a performance bonus

- Increase for post-construction adverse effects due to signed agreement
- Increase for site staffing due to partial augmentation through an external consultant
- Decrease to contingency based on an updated risk model

Reserves:
The following changes were made to the Management Reserves:

- Decrease to the labour & escalation reserves as a result of re-calculation using current information
from the General Civil Contract

In-Service Costs:
The overall increase to the in-service cost of the project is $276M (5%). The increase to the in-service cost
is due to increases to the P50 estimate and corresponding increase to interest offset by a decrease to
management reserves and escalation.

JUSTIFICATION—BUSINESS CASE ANALYSIS (SUMMARY):
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Capital Project Justification Addendum

Justification and Link to Corporate/Business Unit Goals (This section is be filled out only if there is a
change to some aspect of the recommended alternative).

No change.

ANALYSIS OF ALTERNATIVES: (This section is be tilled out only it there is a change to which alternative is being
recommended).

Economic Analysis

Discount Rate % For current corporate rates see G9I 1 For clarification on hurdle rates, contactEconomic Analysis Department

I
Recommended Option NPV Renefits/(Costs)

Other Alternatives Considered N PV Benefitsi(costs)

Risk Analysis - (This section is be tilled out only if there is a change to the project risk).

The Labour and Escalation risks previously identified remain unchanged; however
have been re-calculated.

the reserve amounts

Labour:
The Labour Reserve was re-calculated using the methodology followed in 2012 but with new information
as a result of awarding the General Civil Contract. Both the successful and the highest bidder, in
combination with lessons learned, including the Wuskwatim project, were used as a basis of deriving the
new reserve with an additional consideration of the successful bidder’s contracting strategy.

Escalation:
The Escalation Reserve was re-calculated using the revised total project capital costs and associated
cashflows.

Interest:
Interest has the potential to change the control budget significantly. Recent updates to interest may cause
an increase to the control budget and in-service costs. This will be continuously evaluated over the life of
the project.
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Capital Project Justification Addendum

RESOURCE REQUIREMENTS AND CAPITAL BUDGET ESTIMATE:

Resource Requirements (This section is be filled out only if there is a change to the resource requirements).

No change.

Total Budget — (This section is required for all Addendums).

The impact on annual budget requirements is as follows (in thousands of dollars):
Prey. Approved Proposed Increase

Fiscal Year CPJ/Addendum CPJ Addendum (Decrease)
Prev.Actuals $ 502,072 $ 502,072 . $ -

2012/13 $ 201,778 $ 137,778 $ (64,001)
2013/14 $ 339,036 $ 277,396 $ (61,640)

2014/15 $ 405,137 $ 776,272 $ 371,135

2015/16 $ 636,463 $ 676,333 $ 39,870

2016/17 $ 883,863 $ 962,189 $ 78,326

2017/18 $ 1,132,127 $ 1,351,297 $ 219,170

2018/19 $ 955,395 $ 927,908 $ (27,487)

2019/20 $ 804,135 $ 616,472 $ (187,663)

2020/21 $ 288,155 $ 208,578 $ (79,577)

2021/22 $ 71,926 $ 55,193 $ (16,733)

2022/23 $ - $ 4,470 $ 4,470

2023/24 $ - $ 103 $ 103

Total $ 6,220,088 $ 6,496,061 $ 275,973

Proposed Schedule (This section is be filled out only if there is a change to the project schedule).

No change.

Related Projects (This section is be filled out only if changed).

~j~~________ ~—-—-~---~

Reference Documents (This section is be filled out only if changed).

2014 Public Utilities Board Report on the Needs for and Alternatives To
K-C NEAT Submission — Original NEAT submission
March 2014 Update - Presentation & Undertakings
2Q13/14 Power Resource Plan
CPJ dated October 15, 2008 - Keeyask Generating Station
CPJ Addendum #1 dated March 6, 2009
CPJ Addendum #2 dated September 09, 2010
CPJ Addendum #3 dated September 6, 2012
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Capital Project Justification Addendum
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Keeyask Generating Station

Recommendation (This section is required for all Addendums)

That the project estimate be increased by $583 million to a revised total of $6,220 million.

Project Scope (This section is be tilled out only it there is a change to the scope)

No Change

Background (This section is be tilled out only it there is information relevant to the recommendation)

The last detailed project estimate was completed in 2009 with a detailed sensitivity analysis conducted in
the Summer of 2012. This review incorporated up-to-date experiences and recent market information. The
results of the review showed the need to adjust estimate to better address uncertainty related to future costs
As such, the recommended budget is based on a P50 estimate that includes all base costs and contingency
at a 50% confidence level and management reserves for labour and escalation risks.

P50 Estimate:
Since the last estimate was developed in 2009 it was necessary to bring the estimate to 2012$ and several
items in the point estimate had to be adjusted to match the increased level of detail that has been identified
within the current scope. This resulted in the following changes to the P50 Estimate:

• $l87M increase for actual escalation that has occurred to bring the estimate to 2012$.
• $34M increase to Planning & Licensing for additional adverse affects, regulatory and environmental

costs related to Sturgeon activities, First Nation Activities and ElS preparation
• $60M increase toTransmission costs due to increased detail of scope to include tower type and

numbers, additional lines from OS to Switching Stn, additional bank addition and breaker
replacments

• $17M increase to infrastructure costs to upgrade camp for labour attraction and retention

Reserves:
A Management Reserve has been established to address significant risks related to labour ($384M) &
escalation ($1 16M). See Risk Analysis section.

In-Service Costs:
The overall increase to the in-service cost of the project is $583M (10%). This increase to the in-service
cost is due to the addition of the Management Reserve and base estimate increases offset by reduced
interest costs from reduced forecasted interest rates ($215M).

0 0
MANITOBA HYDRO

CAPITAL PROJECT JUSTIFICATION ADDENDUM

Project Name (This section is required for all Addendums) -—___________________
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a 0

JUSTIFICATION—BUSINESS CASE ANALYSIS (SUMMARY):

Capital Project Justification Addendum

I Justification and Link to Corporate/Business Unit Goals (This section is be fiiled out oniy if there is a
change to some aspect of the recommended aiternative). ___________________——

An additional dependable energy source is required in 20 19/20 to meet forecast Manitoba loads and export
commitments consistent with the recommended development plan of the 20 12/13 Power Resource Plan.

ANALYSIS OF ALTERNATIVES: (This section is be filied out oniy if there is a change to which alternative is being
recommended).

Economic Analysis

Discount Rate % For current corporate rates see G911 [ For clarification on hurdie rates, contact~ Economic Analysis Department

Recommended Option NPV Benefitsl(Costs)

Other Alternatives Con;idered NPV Benefits!(Costs)

Risk Analysis - (This section is be filled out only if there is a change to the project risk).

Keeyask risks related to labour productivity & escalation are addressed through use of management
reserves due to the magnitude of the cost variation they may cause. Keeyask estimates include both a
labour reserve and an escalation reserve:

The labour reserve represents the potential additional costs associated with labour productivity and
cumulative impacts. The labour reserve is derved by applying outcomes of the Wuskwatim process
reviews to the labour components of the Keeyask estimates including:

• Increases to the number of labour hours required per work activity and the resulting number of
workers due to reduced labour productivity;
Additional costs for extended construction duration due to lower productivity;
Increases to collective agreement wages to attract and retain workers; Increases to the size of the
camp to accommodate the additional workers required due to lower productivity;

• Increases to the service contracts to accommodate the additional workers required;
• Increases to project management costs related to additional supervisory staff to monitor less

experienced and less productive workers; and
• Additional costs for 7-12 work schedule (7 days per week, 12 hours per day).

The Corporation expects to utilize the labour reserve if there are restrictions in our ability to address the
current and expected state of the Canadian construction labour market (demand/supply), specifically labour
availability and productivity. Examples include (a) restrictions on the ability to modify wage rates, hours

•

•

Page 2 of 4

2014/15 & 2015/16 Electric General Rate Application

PUB/MH I-24(b) 
Attachment 2 

Page 3 of 5

MANITOBA HYDRO 2015/16 GRA BOOK OF DOCUMENTS TAB 1A

PAGE 9



o 0
- cãpital Project Justification Addendum

Risk Analysis — (This section is be filled out only if there is a change to the project risk).

of work per day, and turnaround schedules in the Burntwood Nelson Agreement, and (b) constraints on the
project using labour outside of Manitoba and Canada.

The escalation reserve represents the potential additional costs to the project associated with cost escalation
greater than Canadian CPI. The escalation reserve is derived by projecting the total project capital costs
utilizing rates of inflation comprised of components directly related to maj or hydro project construction,
such as copper, cement, concrete reinforcing bar, and diesel fuel price increases, rather than the broadly
defined components comprising Canadian CPI. The Corporation expects that it will utilize the escalation
reserve.

Considering the uncertainties in heavy construction escalation, labour productivity and project construction
conditions, there is a greater likelihood that the actual costs to construct Keeyask will be less than the
updated cost estimates than more. This is provided that the in-service dates, interest rates, escalation and
major scope items are consistent with the estimate assumptions.

RESOURCE REQUIREMENTS AND CAPITAL BUDGET ESTIMATE:

Resource Requirements (This section is be filled out only if there is a change to the resource requirements).

No changes to the resource requirements.

~ Total Budget - (This section is required for all Addendums).

The impact on annual budget requirements is as follows (in thousands of dollars):
Prey. Approved Proposed Increase

Fiscal Year CPJ/Addendum CPJ Addendum (Decrease)
Prev.Actuals $365,409 $365,409 $0

2010/11 $71,140 $56,434 ($14,706)

2011/12 $152,465 $80,229 ($72,236)

2012/13 $179,137 $201,778 $22,641

2013/14 $316,097 $339,036 $22,939

2014/15 $381,566 $405,137 $23,571

2015/16 $684,346 $636,463 ($47,883)

2016/17 $750,677 $883,863 $133,186

2017/18 $1,082,934 $1,132,127 $49,193

2018/19 $813,264 $955,395 $142,131

2019/20 $631,995 $804,135 $172,140

2020/21 $207,919 $288,155 $80,236

2021/22 $71,926 $71,926

Total $5,636,949 $6,220,088 $583,139
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D
Capital Projcct Justification Addcndum

Proposed Schedule (This section is be filled out only if there is a change to the project schedule).

The PR 280 Upgrades started in October 2010 as outlined in CPJA#2
The Infrastructure started in December 2011 which is 6 months later than the date outline in CPJA#2
The first unit In-Service-Date is November of 2019 (unchanged from CPJA#2) and the last unit In-Service
Date is December of 2020 (4 months later than CPJA#2).

Related Projects (This section is be filled out only if changed)

Conawapa Generating Station
Transmission Lines related to Export Sales to Minnesota Power and Wisconsin Public Service
Bipole ifi Transmission and Converters

Reference Documents (This section is be filled out only if changed).

2012 Keeyask & Conawapa Recommended Budgets
2012 Keeyaslc & Conawapa Sensitivity Analysis Summary
2012 EC Recommendation — Keeyask Budget Basis - August 28, 2012 Minute 1409.02
2012 Power Resource Plan Report
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May 2, 2014 

ADDENDUM TO DSM FINANCIAL EVALUATION OVERVIEW 

On April 23, 2014, the PUB Chairperson requested that the following financial evaluations be prepared 

in addition to Manitoba Hydro’s April 11, 2014 submission of the DSM financial evaluation found in 

Manitoba Hydro Exhibit 104‐12‐1: 

1. Plan 2 DSM Level 2 

2. Plan 6 DSM Level 2 

3. Plan 4 DSM Level 2 

4. Plan 12 DSM Level 2 

5. Plan 1 DSM Level 2 with the potential pipeline load 

6. Plan 5 DSM Level 2 with the potential pipeline load 

7. Plan 14 DSM Level 2 with the potential pipeline load 

This overview along with the attached summary sheets and the sets of pro forma financial statements 

together form the addendum to the DSM Financial Evaluation filed with the PUB on April 11, 2014. 

Similarly to the information filed on April 11, 2014, each of the seven (7) scenarios outlined above were 

prepared under three (3) different rate setting methodologies (as described in Manitoba Hydro Exhibit 

104‐12‐1) resulting in twenty‐one (21) distinct sets of pro forma financial statements. 

Table 1 outlines the potential timing of new resources at DSM Level 2 required for domestic load for the 

purposes of this evaluation. 

TABLE 1 

DEVELOPMENT PLAN  DSM LEVEL 2 

WITHOUT POTENTIAL PIPELINE LOAD 

KEEYASK 2031/GAS (2)  1‐CCGT: 2042, 4‐SCGTs: 2031‐2042 

KEEYASK 2019/GAS/250MW (4)  3‐SCGTs: 2040‐2047 

KEEYASK 2019/GAS/750MW (6)  3‐SCGTs: 2040‐2047 

KEEYASK 2019/CONAWAPA 2040/750MW (12)  N/A 

WITH POTENTIAL PIPELINE LOAD 

ALL GAS (1)  2‐CCGTs:2039‐2044, 3‐SCGTs: 2024‐2035, 
1‐LM6000: 2048 

KEEYASK 2019/GAS/750MW (5)  1‐CCGT: 2047, 3‐SCGTs: 2030‐2044 

PDP (14)  CONAWAPA:2030 

  

   

Needs For and Alternatives To (NFAT) 
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Table 2 provides the in‐service capital costs for Keeyask, Conawapa, the 750 MW Interconnection and 

the DSM utility costs at DSM Level 2. 

TABLE 2 

(Billions of Nominal Dollars) 

  DSM LEVEL 2 

KEEYASK 2019  $6.3 

KEEYASK 2031 *  $8.6 

250 MW Interconnection (MB)  $0.1 

750 MW Interconnection (MB)  $0.3 

750 MW Interconnection (US)  $0.3 

CONAWAPA 2030  $11.8 

CONAWAPA 2040 *  $12.2 

DSM UTILITY COSTS  $1.1 

 

* Given the extended deferral of the in‐service date of Keeyask in Plan 2 and the in‐service date of 

Conawapa in Plan 12, interest during construction (for the purposes of this evaluation) was not 

capitalized during the periods when the active development to these projects are suspended.  As the 

construction start date approaches and the annual capital expenditures become more substantial, 

interest is once again capitalized to the projects. 

Figure 1 compares the cumulative rate increases of the development plans without the potential 

pipeline load at DSM Level 2 under Alternative Rate Methodology #2. 

 

Needs For and Alternatives To (NFAT) 
MH Exhibit 104-12-5
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Figure 2 compares the cumulative rate increases (relative to All Gas) of the development plans without 

the potential pipeline load at DSM Level 2 under Alternative Rate Methodology #2. 

 

Table 3 outlines the cumulative rate increases. 

TABLE 3 
CUMULATIVE RATE INCREASES AT DSM LEVEL 2 

USING ALTERNATIVE METHODOLOGY #2 AND REFERENCE CAPITAL COSTS 

  2031/32  2061/62 

ALL GAS (1)  51%  162% 

K31/GAS (2)  53%  145% 

K19/GAS/250 MW (4)  52%  130% 

K19/GAS/750 MW (5)  53%  130% 

K19/GAS/750 MW (6)  53%  128% 

K19/C40/750 MW (12)  54%  114% 

PDP (14)  69%  96% 

 

   

Needs For and Alternatives To (NFAT) 
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Table 4 outlines the cumulative present value of total general consumers’ revenue. 

TABLE 4 
CUMULATIVE PV OF CONSUMERS REVENUE AT DSM LEVEL 2 

USING ALTERNATIVE METHODOLOGY #2 AND REFERENCE CAPITAL COSTS 
DISCOUNTED AT 1.86% REAL 

(In Billions) 

  2031/32  2061/62 

ALL GAS (1)  $26.9  $57.6 

K31/GAS (2)  $26.8  $58.5 

K19/GAS/250 MW (4)  $27.2  $56.1 

K19/GAS/750 MW (5)  $27.4  $56.2 

K19/GAS/750 MW (6)  $27.5  $56.3 

K19/C40/750 MW (12)  $27.4  $58.0 

PDP (14)  $27.7  $57.0 

Figure 3 compares the cumulative rate increases of plans 1, 5 and 14 with and without the potential 

pipeline load at DSM Level 2 under Alternative Rate Methodology #2 with Reference capital costs. 

 

Manitoba Hydro has summarized the rate increases and key financial metrics in the three attachments 

to this document in a similar format to Table 4 of the Needs For and Alternatives To Executive Summary 

(Business Case, page 29) and Table 11.1 found in PUB/MH I‐149(a). 

The pro forma financial statements for all development plans and scenarios evaluated under the three 

rate setting methodologies are available electronically. 
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CURTAILABLE RATE PROGRAM OPTIONS 
AS OF APRIL 1, 2014 

UNLESS SUPERCEDED BY FURTHER ORDER OF THE PUB 
 

 Discount to Demand Charge Expressed as Percentage of Reference Discount per kW/month. 
 

OPTIONS TERMS AND CONDITIONS 

 
 Minimum Notice 

to Curtail 
Maximum Duration 

Per  Curtailment 

Maximum Daily 
Hours of 

Curtailment 

Maximum Number 
Curtailments Per  

Year 

Maximum Annual 
Hours of 

Curtailment 
Discount as Percentage 
of Reference Discount 

A 5 minutes  4-1/4 Hours 6 Hours  
(Oct 1 - Apr 30) 

10 Hours  
(May 1 - Sep 30) 

15 Curtailments 63.75 Hours 70% 

C*  1 Hour   4 Hours   8 Hours 15 Curtailments 60.00 Hours 40% 

E 48 Hours 10 Days 24 Hours   3 Curtailments 720.00 Hours 35% 

R 5 minutes  4-1/4 Hours 
 10 Hours  

(Apr 1 – Mar 31) 
25 Curtailments 106.25 Hours 

70%  + Reserve 
Discount  

A & E Combination Combination Combination 18 Curtailments 783.75 Hours 100% 

 C & E* Combination Combination Combination 18 Curtailments 780.00 Hours 70% 

R & E Combination Combination Combination 28 Curtailments 826.25 Hours 
100%  + Reserve 

Discount 

* Options ‘C’ and ‘CE’ will no longer be available as of the sunset date. 
  
The Monthly Reference Discount shall equal A, and shall be adjusted on April 1st of each fiscal year by the annual inflation factor, 
where: 
 

               A = the amount of the Reference Discount which is related to the marginal value of capacity, expressed in 
Canadian Dollars. The Reference Discount of $3.36 per kW/month as of April 1, 2014 shall be adjusted each 
year by the Inflation Factor as defined below.  

 
Inflation Factor = at the end of each fiscal year of Manitoba Hydro, the percentage change in the Consumer Price Index for 

Manitoba as recorded for the most recent set of 12 month periods for which data are available. 
 
Reserve Discount:  The fixed price to be paid for energy during curtailment under Option ‘R’ has been set at $0.04 per kW.h. 
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REPORT TO PUBLIC UTILITIES BOARD 

CURTAILABLE RATE PROGRAM 

APRIL 1, 2013 – MARCH 31, 2014 

 
 
SUMMARY 

 
This Curtailable Rate Program (“CRP”) annual report covers the period from April 1, 2013 to 
March 31, 2014. During this period three customers participated in the program and 14 
Option R curtailments were successfully initiated. 
  
The Public Utilities Board (“PUB”) Order 42/13 dated April 26, 2013 approved, on an 
interim basis, the CRP Reference Discount of $3.28/kW for fiscal 2013/14. Customers 
received monthly credits on their electrical bill for their participation in the program totaling 
$5,965,689 during this time. 
  
Manitoba Hydro’s 2012/13 & 2013/14 General Rate Application (“GRA”) included proposed 
revisions to the Terms and Conditions of the Curtailable Rate Program.  The main revisions 
included a reduction in the amount of Option A and Option R load available to customers, 
the elimination of curtailment Options C and CE; and a change to the hours defined as Peak 
and Off-Peak to correspond to a potential time-of-use rate offering. 
 
In Order 43/13, the PUB accepted, on an interim basis, Manitoba Hydro’s proposed changes 
to the Terms and Conditions of the CRP. As two of the changes proposed by Manitoba 
Hydro could not be easily reversed if final approval of the rate setting process was not 
granted given the proposed changes to the Terms and Conditions, Manitoba Hydro requested 
to defer implementation of the change in the defined hours for Peak and Off-Peak periods, 
and the elimination of Curtailment Options C and CE until such time as the PUB grants final 
approval. Manitoba Hydro also advised that it would implement the other changes to the 
CRP accepted by Order 43/13, including reducing the global subscription cap on Option A, 
but only to the extent that Option C load can still be accommodated.  By letter dated June 25, 
2013, the PUB accepted Manitoba Hydro’s proposal.     
         
BACKGROUND 

 
The CRP Terms and Conditions applicable during the reporting period from April 1, 2013 to 
March 31, 2014 took effect on April 1, 2013.   
 

Manitoba Hydro  Page 1 of 10 
September 10, 2014 

Appendix 6.11 
January 23, 2015 

2015/16 & 2016/17 General Rate Application

MANITOBA HYDRO 2015/16 GRA BOOK OF DOCUMENTS TAB 3B

PAGE 37



 

The Terms and Conditions allow Manitoba Hydro to reserve the right to limit the amount of 
total curtailable load used for maintaining operating and contingency reserves1. Manitoba 
Hydro’s application to revise the CRP Terms and Conditions included a reduction to 
available Option A and C load from 230 MW to 178 MW and available Option R load from 
100 MW to 50 MW. There is no limit for Option E load.  The revised caps do not affect 
current CRP customers. Upon final approval of the changes to the Terms and Conditions, the 
Option C customer will have one year to decide if they wish to convert their load to Option A 
or to firm service.  The caps have been beneficial to both Manitoba Hydro and curtailable 
customers by ensuring the value of curtailable load does not depreciate. A decreased value 
would result in lower discounts paid to customers making the program less attractive to them. 
 
Manitoba Hydro uses curtailable load, among other measures, to maintain operating and 
contingency reserves as a means of minimizing disruption to firm customers in the event of 
loss of generation or transmission.  
 
Curtailable load provides value to Manitoba Hydro all year round, as curtailments for system 
emergencies can occur at any time of the year. However, it has the greatest value during peak 
times as it is during the peak periods that Manitoba Hydro’s capacity surplus is the most 
vulnerable. Options A and C curtailable load in these hours increases the amount of capacity 
for sale in the export markets while Option R load can allow Manitoba Hydro to meet its 
contingency reserve obligations at a lower cost.  

 
Curtailable load provides risk mitigation benefits to the power system. Curtailable load can 
be used to avoid shedding firm load and/or breach of North American Electric Reliability 
Council (NERC) standard(s) by Manitoba Hydro or the Midwest Independent System 
Operator-Manitoba Hydro Contingency Reserve Sharing Group (MISO-MBHydro CRSG)2. 
Option R curtailable load allows Manitoba Hydro to meet reserve obligations thereby freeing 

1 Per North American Electric Reliability Council (NERC) Glossary of Terms, Operating Reserves:  The 
reserves needed to protect Manitoba Hydro and its obligations to the Midwest Independent System Operator 
power system against Contingencies or Disturbances. These events are typically a result of loss of supply 
caused by sudden generating or transmission outages.  Operating Reserves consist of various types including 
Contingency Reserves. Contingency Reserves: a component of Operating Reserves which are sufficient in 
magnitude and response to meet NERC Disturbance Control Standards. Contingency Reserves are comprised of 
Operating Reserves-Spinning and Operating Reserves-Supplemental. Curtailable load (also referred to as 
Interruptible Load) can be a source of Operating Reserves-Supplemental. 
 
2 The MISO-MBHydro CRSG is a NERC registered Contingency Reserve Sharing Group that has operated 
since January 1, 2010. The CRSG was established under the terms of the Amended MISO-Manitoba Hydro 
Coordination Agreement and executed on October 9, 2009.  
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up hydro generation for market transactions in the short-term opportunity energy market3. In 
this circumstance the benefits of having Option R available are dependent on Manitoba 
Hydro’s water supply conditions as follows:  
 

 High Water Supply - the generating capacity freed up for commercial use 
allows for increased hydraulic generation for export as idle generating units 
can be run to capture additional sales. Without Option R capacity in place 
energy would be spilled.  With Option R load, the additional energy generated 
can be sold at on-peak prices.  
 

 Average Water Supply - allows for additional hydraulic generation during on-
peak hours that would otherwise be produced during off-peak hours (due to 
limited on-peak generating capability). In this case Manitoba Hydro captures 
the benefit of the price differential between on and off-peak periods.  

 
 Low Water Supply - does not provide any significant benefits because 

Manitoba Hydro has sufficient shut down generating units that could be run 
temporarily for operating reserves purposes without relying on Option R load 
reductions.  

 
Manitoba Hydro will not initiate load curtailments in order to facilitate an opportunity spot 
market sale4. 
 

PERFORMANCE FOR 2013/14 

 
Curtailment Options: 

 
The Curtailable Rate Program consists of four base curtailment options and three 
combinations. Options vary dependent on: minimum notice to curtail, maximum duration per 
curtailment, maximum daily hours of curtailment, maximum number of curtailments per 
year, and maximum annual hours of curtailment. 
  

3 Opportunity export sales are sales of capacity and/or energy that are not backed by dependable energy and are 
incremental exports that arise from time to time as a result of water conditions that are better than the lowest 
historic levels. 
 
4 Spot market sales are sales that occur on a day ahead or real time basis. They are not considered to be a 
capacity sale. 
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The three customers that participated in the Curtailable Rate Program during the 
April 1, 2013 to March 31, 2014 period designated a total of 228 MW to Manitoba Hydro’s 
reserves, allocated as 80 MW Option AE, 67 MW Option A, 31 MW Option C and 50 MW 
Option R.  The amount each customer designated as curtailable load in relation to their total 
load varies, and therefore, impacts their curtailable credit, as shown on the following table: 
 

Summary of Curtailment Credit Data  
April 1, 2013 to March 31, 2014 

Customer Option(s) 
CRP Load as % 

of Total Load 
Average 

On-Peak MW 
Average 

On-Peak LF 
Average 

Monthly Cr. 

1 A, R, E 87% 194.0 94.3% $447,671 
2 A 94% 24.5 93.6% $49,469 
3 C 0% 7.1 60.2% $0 

 
Customer 1: 87% of total load represents 41% Option AE, 26% Option R and 20% Option A 
for 2013/14. 
 
Customer 3: this customer was operating below their protected firm load and therefore had no 
load available for curtailment.  

 
Load designated under Option R must be nominated as a Guaranteed Curtailment. That is, 
the customer must agree to shed a specified number of MW in order to be compliant with the 
curtailment request. Under all the other curtailment options, customers can nominate 
curtailable load as Guaranteed Curtailment or Curtail to Protected Firm Load.  
 
Dependent on the curtailment option selected, Manitoba Hydro will curtail customers to meet 
reliability obligations only.  Options A, C and R curtailments assist in securing operating and 
contingency reserves whereas Option E curtailments are initiated to meet firm energy 
requirements in the event that Manitoba Hydro expects to be short of firm energy supplies.  
 
Implementation and Size of Curtailments: 

 

There were 14 Option R curtailments during the April 1, 2013 to March 31, 2014 period, all 
of which were initiated in response to a contingency or disturbance event requiring 
deployment of Manitoba Hydro’s supplemental reserves. The following table summarizes the 
duration and load in MW of each curtailment.     
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April 2013 
to 

March 2014 

Option 'R'  

Hrs MW 
April 18, 2013 0.63 50 
April 19, 2013 0.25 50 
April 25, 2013 0.77 50 
May 27, 2013 1.77 50 
June 6, 2013 0.70 50 
June 21, 2013 1.37 50 
July 3, 2013 0.93 50 
July 3, 2013 1.55 50 
July 7, 2013 1.43 50 
July 17, 2013 0.73 50 
August 19, 2013 1.72 50 
September 3, 2013 0.23 50 
February 5, 2014 3.05 50 
March 27, 2014 0.75 50 
Total 15.88 N/A 
Average 1.13 50 

 
All curtailments occurred during peak hours.  The customer did not use an alternative power 
source to supply their load during the curtailments.  
 
Manitoba Hydro continues to use telephone to communicate curtailment requirements to 
customers on the program. This procedure is manageable and provides the additional security 
that curtailment(s) will be initiated by confirmation from an agent of the customer. Manitoba 
Hydro experienced no difficulties in communicating the 14 curtailments during this reporting 
period. 
 

Reference and Reserve Discounts: 

  
The maximum discount available to a participating customer is called the “Reference 
Discount.” The Reference Discount is related to the marginal value of capacity, and is 
adjusted on April 1 of each year by the inflation factor. The Reference Discount in effect for 
the reporting period April 1, 2013 to March 31, 2014 was $3.28 per kW/month, as approved 
by the PUB, on an interim basis, in Order 42/13 dated April 26, 2013.  Option AE customers 
receive 100% of the discount, while Option A and R customers receive 70% of the discount 
or $2.30 per kW/month.  Option C customers receive 40% of the discount or $1.31 per 
kW/month. 
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For curtailable load nominated as ‘Protect to Firm Load’ the Reference Discount is 
calculated and credited to customers’ bill each month as (A - B) x C x D where: 
 

A = On-Peak Period Demand (kW) 
B = Protected Firm Load (kW) 
C = On-Peak Period Load Factor 
D = Discount Amount 

 
For curtailable load designated as a ‘Guaranteed Curtailment’ the Reference Discount is 
calculated and credited to customers’ bill each month as GC x D where, 

 
 GC = the customer’s guaranteed curtailable load 
D = Discount Amount 

 
Customers selecting Curtailment Option R receive, in addition to the Reference Discount, a 
Reserve Discount for each curtailment initiated and successfully completed. The Reserve 
Discount represents the value of carrying contingency reserves and is calculated and credited 
to customers’ bill for each successful curtailment as LR x Du x FD where, 

 
LR = amount of load reduction (in kW) requested by Manitoba Hydro’s 

System Control to the customer at the time of an Option R curtailment 
Du = duration of the curtailment (in hours) 
FD5  = fixed discount amount, currently set at $0.04 per kWh  

 
The table below illustrates the amount of the monthly Reference Discount Credit that each 
customer received from April 1, 2013 to March 31, 2014, as well as their monthly On-Peak 
Demand and On-Peak Load Factor.   

 

Monthly Reference Discount Credit  

2013 
to 

2014 

Customer 1  
Options AE, R, A   

Customer 2  
Option A  

Customer 3  
Option C  

On Peak 
MW  LF % 

 Discount 
 Paid $ 

On Peak 
MW LF % 

Discount 
Paid $ 

On Peak 
MW LF % 

Discount 
 Paid $ 

Apr 208.8 92.6% $439,020 24.6 97.6% $51,875  31.7 59.4% $0 
May 207.8 83.9% $408,342 24.9 93.7% $50,388  28.6 39.5% $0 
June 175.5 93.8% $443,042 24.6 92.5% $49,159  19.0 6.1% $0 
Jul 175.5 97.7% $456,860 24.6 94.7% $50,350  0.7 70.1% $0 

5 The Fixed Discount amount is based on the value of carrying contingency reserves on Manitoba Hydro units. 
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Monthly Reference Discount Credit  

2013 
to 

2014 

Customer 1  
Options AE, R, A   

Customer 2  
Option A  

Customer 3  
Option C  

On Peak 
MW  LF % 

 Discount 
 Paid $ 

On Peak 
MW LF % 

Discount 
Paid $ 

On Peak 
MW LF % 

Discount 
 Paid $ 

Aug 175.5 97.4% $455,635 24.8 98.1% $52,438  0.7 69.9% $0 
Sep 175.5 95.7% $449,584 24.7 67.8% $36,131  0.7 74.4% $0 
Oct 175.5 95.7% $449,654 24.3 95.8% $50,310  0.8 56.5% $0 
Nov 209.3 93.9% $443,462 24.1 99.5% $51,754  0.8 68.1% $0 
Dec 205.9 92.8% $439,684 24.4 97.7% $51,475  0.9 76.7% $0 
Jan  207.0 97.6% $456,335 24.3 95.6% $50,168  0.9 46.0% $0 
Feb 205.9 96.4% $452,137 24.1 96.1% $50,011  0.4 78.2% $0 
Mar 205.9 94.8% $446,540 24.3 94.4% $49,575  0.4 78.1% $0 

Total 2,328.0 94.3% $5,340,296  293.8 93.6% $593,633  85.5 60.2% $0  
 

The discounts shown for Customer 1 do not include the $31,760 credited in respect of the 
Option R Reserve Discount. 
 
Adequacy of Terms and Conditions: 
 

Manitoba Hydro proposed revisions to the Terms and Conditions of the Curtailable Rate 
Program as part of its 2012/13 & 2013/14 GRA. The revisions included: 
 

 a reduction in the amount of Option A and Option R load available to customers; 
 elimination of curtailment Options C and CE;  
 change in hours defined as Peak and Off-Peak to correspond to a potential time-of-

use rate offering; 
 removal of the monthly variation to nominate curtailable or firm load; and 
 exclusion from the program after a customer’s 2nd failure to curtail in a 12 month 

period. 
 
In Order 43/13, dated April 26, 2013, the PUB accepted the proposed revisions as noted 
above, on an interim basis. Subsequent to the receipt of that Order, Manitoba Hydro, in its 
letter dated May 15, 2013, informed the PUB of the difficulty in implementing a change in 
the defined Peak and Off-Peak hours, and elimination of Option C and CE on an interim 
basis, and proposed that these changes be deferred until such matters can be finalized. The 
PUB, in its letter dated June 25, 2013, confirmed Manitoba Hydro’s proposed approach. 
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The Terms and Conditions have protected Manitoba Hydro’s contingency reserves and 
provided operating reserves that satisfy the requirements of NERC and the MISO-MB Hydro 
CRSG. 
 
CONCLUSION 

 
The Curtailable Rate Program facilitates fulfilling Manitoba Hydro’s commitment of 
carrying, deploying, and re-establishing contingency reserves to meet its obligations with the 
MISO-MBHydro CRSG and to maintain compliance to NERC Standards.  The program also 
assists in minimizing disruption to Manitoba Hydro’s firm customers.  
 
CRP continues to fulfill Manitoba Hydro’s obligations, and with the above mentioned 
changes to the Terms and Conditions, will preserve the value of the program to both 
Manitoba Hydro and its customers.  
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ATTACHMENT 1 

 

ESTIMATE OF THE VALUE OF CURTAILABLE LOAD TO MANITOBA HYDRO 

 

The value of curtailable load to Manitoba Hydro is related to an estimate of the marginal cost 
of firm, long-term capacity. Over the long term, a representative value for capacity can be 
developed by estimating the annual carrying cost (includes finance and depreciation costs but 
not operating/fuel costs) of the lowest cost resource required to provide capacity to Manitoba 
Hydro, which is a simple cycle combustion turbine (SCCT).  In 2005 the annual carrying cost 
of a SCCT was estimated to be $78 per kW per year, or $6.50 per kW per month, evaluated 
at load. It was proposed that this cost would escalate at the rate of inflation. This cost was 
reviewed in 2012 and was found to be appropriate going forward. This approach has the 
advantage of providing a clear transparent value, which is also stable over time and is 
consistent with the approach that is utilized to evaluate the benefits of other resource options 
such as DSM that may have a capacity component. 
 
Curtailable load is less valuable than a generation resource such as a SCCT. The SCCT can 
provide more flexibility in dispatch and also has the capability to deliver for longer time 
periods during extended emergency situations. Once in place, a SCCT can be relied upon as a 
permanent, long-term resource, unlike curtailable load which can be terminated with a notice 
period of one year. Curtailable load normally has more value in the summer months, when it 
can assist in supporting seasonal capacity exports, and in the peak winter months, when it 
may add reliability to the Manitoba Hydro system.  Curtailable load will provide more winter 
reliability benefits in years in which there is little capacity surplus on the system.  When 
there is a significant capacity surplus on the Manitoba Hydro system, curtailable load 
provides less winter value than it would, for example, in the period around the 2023/24 time 
period, when the requirement to add generation to serve domestic customers may  be 
expected to occur with 2013 planning assumptions and base demand side management 
program assumptions. The value of reliability benefits in a single year is not easily 
determined, which is why longer-term levelized values are used to infer the benefits of 
curtailable load. 
 
The economic benefits of curtailable load can vary considerably year to year for a number of 
reasons. In the case of Option R CRP, the economic benefits derived from this option will 
vary depending on water conditions. Export market conditions can also impact the value of 
curtailable load to Manitoba Hydro. In the MISO market, current supply and demand 
conditions for capacity resources can cause variability in the near term value of capacity 
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resources.  Use of a longer-term levelized value maintains stability in CRP pricing, therefore 
sheltering the CRP customer from these sources of variability. 
 
As described above curtailable load is less valuable than a SCCT because it has limited 
dispatchability, is not sustainable in reducing load over longer periods, and is not guaranteed 
to exist in the long term. Therefore in order to reflect these factors, curtailable load is 
assigned a long-term levelized value that is 42% of the annual carrying cost of a SCCT. After 
consideration of inflation subsequent to the 2011 base year, this yields an estimate of benefits 
for the year beginning April 1, 2013 of $3.28 per kW/month, which is referred to as the 
“Reference Discount”.  This value would apply to the curtailable rate option that provides the 
most value to Manitoba Hydro, that being Options AE and RE, for which the discount is set 
to return 100% of the estimated value of curtailable load to the customer. Other options 
provide less flexibility and are accordingly worth less to Manitoba Hydro. These have been 
priced to reflect their lesser value to Manitoba Hydro but still to return the full estimated 
value of that option to the customer.    
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BC HYDRO SERVICE PLAN 2014/15-2016/17	    6

THE 10 YEAR PLAN FOR KEEPING RATES COMPETITIVE 

The Province and BC Hydro have worked together to reduce pressure on rates. The 10 year plan will keep electricity rates 
as low as possible while BC Hydro makes investments in aging assets and new infrastructure to support British Columbia’s 
growing population and economy.

This Plan builds on the 2011 Government Review. New measures in the 10 year plan will reduce the amount of money that the 
Province takes from the utility, free up additional cash to support investments in infrastructure and limit BC Hydro’s operating 
costs.

BC Hydro’s rates are among the lowest in North America.  
According to an independent study by Hydro-Quebec, BC Hydro’s residential rates are the third lowest in North America.  
Rates for industrial business customers are the fifth lowest.
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$120

F2015 F2016 F2017 F2018 F2019

Average monthly residential bill
(previous year)

Average monthly increase

$8.01 $5.82 $4.11 $3.74 $3.32

$89 $97.01 $102.83 $106.94 $110.68

AVERAGE RESIDENTIAL RATES AND INCREASES

STRATEGIC CONTEXT 

WINNIPEG VANCOUVER SEATTLE TORONTO CALGARY NEW YORK SAN FRANCISCO

7.63

MONTREAL

6.87

8.91 8.97

12.48

14.81

21.75

22.94

SAMPLE OF RESIDENTIAL ELECTRICITY RATES ACROSS NORTH AMERICA 
(CENTS PER KILOWATT-HOUR)

*Data from Hydro Quebec’s 2013 study, Comparison of Electricity Rates in Major North American Cities .
*Monthly total is based on an average residential consumption of 1,000 kilowatt-hours per month .
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15  BC HYDRO SERVICE PLAN 2014/15-2016/17 

MAINTAIN 
COMPETITIVE RATES  STRATEGIC OBJECTIVES,  

PERFORMANCE MEASURES AND TARGETS

Deliver value for British Columbia and maintain competitive rates by efficiently 
and responsibly managing our business.

With a 10 year plan in place, BC Hydro’s goal is to keep 
electricity rates as low as possible while making investments 
in aging assets and new infrastructure to support British 
Columbia’s growing population and economy.  

This effort builds on the 2011 Government Review that 
identified over $391 million in savings. New measures in  
the 10 year plan will reduce the amount of money that the 
Province receives from BC Hydro, free up additional cash to 
support investments in infrastructure and limit operating 
costs.

To keep rates predictable while funding investments in aging 
and new infrastructure: 

• �the Province will set rate increases for the initial two
years (F15 and F16) of the 10 year plan at nine per cent
and six per cent;

• �the BC Utilities Commission (BCUC) will set increases for
the following three years within caps of four per cent, 3.5
per cent and three per cent; and,

• �in the final five years of the plan, rates will be set by the
BCUC. Actions by the Province and BC Hydro will ensure
increases remain low and predictable.

In addition, BC Hydro will carefully manage costs; operate in 
a lean and efficient manner; and strive to ensure that 
projects deliver benefits on-time. Operating costs are 
forecast to increase at less than the rate of inflation over  
the F2015 to F2017 period. 

STRATEGIES

• �Continue to focus on management and control of our cost
structure in order to realize cost-savings and efficiencies.

• �Prudently implement our capital plan and continue
to deliver on BC Hydro’s capital investment program,
including process and procurement improvements.

• �Improve operational excellence, safety and reliability
in the Transmission & Distribution business group by
improving work delivery methods, resourcing strategies,
integrated planning, as well as technology platforms.

• �Continue to implement category and materials management 
strategies to deliver improved supply chain operational
efficiencies; meet cost control and other business objectives
through improved sourcing of products and services; and
build strong supplier relationships.

• �Manage the cost of energy by: implementing a DSM plan;
ensuring new electricity supply is the most cost-effective
available; making prudent short-term generate and buy
decisions; and, optimizing BC Hydro’s ability to use the
flexibility of our heritage assets. 

• Optimize BC Hydro’s balance sheet and cost of capital.
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FOUR YEAR ACTUAL ACTUAL TARGET FORECAST TARGET TARGET TARGET
AVG. F2012 F2013 F2014 F2014  F20152 F20162 F2017 

 N/A1  558 509 545 545 582 652 701

NET INCOME ($ millions) 
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FOUR YEAR ACTUAL ACTUAL TARGET FORECAST TARGET TARGET TARGET
AVG. F2012 F2013 F2014 F2014  F2015 F2016 F2017 

 N/A1 665 705 699 699 706 713 730

OPERATING COSTS ($ millions) 

performance measures
(Please see Appendix A for Performance Measure definitions, 
rationales and benchmarking information.)

Competitive Rates •	FOUR YEAR AVERAGE
•	ACTUAL F2012 & F2013
•	FORECAST F2014
•	TARGET F2014, F2015, F2016, F20171st Quartile

1 �As a result of reintegration of BCTC in July 2010 and changes to the presentation of certain 
financial statement items, previous year numbers are not comparable. 

2 �As described in the Financial Outlook section of the Service Plan, BC Hydro’s allowed net 
income is calculated by multiplying its deemed equity (which is essentially 30% of its assets in 
service and DSM expenditures) by its allowed return on equity which is currently 11.84%.  The 
reduction in the net income forecast from the last Service Plan is due to the reduction in our 
capital expenditure and DSM forecasts. 

NOTE: The Province, as part of the 10 year plan will restrict the amount of dividends received 
from BC Hydro starting in F2018 until such time as the Debt:Equity ratio reaches 60:40. 
BC Hydro does not anticipate reaching the Debt:Equity ratio of 60:40 during the 10-year period. 
As a result of this change the Debt:Equity ratio has been removed as a performance measure.
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17    	 BC HYDRO SERVICE PLAN 2014/15-2016/17 

FINANCIAL OUTLOOK 

BC Hydro’s financial performance considers the financial return to the Province of British Columbia 
and the electricity rates paid by customers.

In fiscal 2013, BC Hydro’s return to government was $1,083 million. This amount includes water rental fees (royalties paid for 
the use of provincial water resources), provincial and municipal property taxes and grants-in-lieu of taxes, and BC Hydro’s net 
income (return on equity). BC Hydro’s dividend payment to the Province was $215 million in fiscal 2013. 

BC Hydro is projecting its return to government will average approximately $1,265 million per year for the fiscal 2015 to fiscal 
2017 plan period and its dividend payment will average approximately $410 million1 per year over the same period.

CAPITAL AND REGULATORY STRUCTURE

BC Hydro is regulated by the British Columbia Utilities Commission (BCUC) and both entities are subject to general or special 
directives and directions issued by the Province. BC Hydro operates primarily under a cost of service regulation as prescribed 
by the BCUC. Orders in Council from the Province establish the basis for determining BC Hydro’s equity for regulatory 
purposes, as well as its allowed return on deemed equity and the annual dividend to the Province.

BC Hydro’s deemed equity for regulatory and rate setting purposes is 30 per cent of the company’s rate base, comprised 
largely of BC Hydro’s property, plant and equipment in service. 

BC Hydro’s allowed return on its deemed equity will be set at 11.84% for the F2014 to F2017 period. BC Hydro’s allowed net 
income for F2014 to F2017 is therefore calculated by multiplying its deemed equity and allowed rate of return. 

The Government, as part of the 10 Year Plan, has announced that the allowed net income for F2018 and future years will 
increase by inflation and therefore the concepts of deemed equity and the allowed return on its deemed equity will no longer 
be relevant after F2017. 

BC Hydro is required to make an annual dividend to the Province on or before June 30 each year. The dividend is equal to 
85 per cent of BC Hydro’s net income assuming that the actual debt to equity ratio, after deducting the dividend, is not greater 
than 80:20. If the dividend would result in a debt to equity ratio exceeding 80:20, then the dividend will be based on the greatest 
amount that can be paid without causing the debt to equity ratio to exceed 80:20. As part of the 10 Year Plan, the Government 
has announced that the dividend will be reduced over five years starting in F2018 and then be restricted if the dividend would 
result in a debt to equity ratio exceeding 60:40. 

COST INFLUENCES

BC Hydro’s costs are driven by capital investment costs, cost of energy, recovery of its regulatory account balances, and costs 
required to operate and maintain its utility business.

	 •	 �Capital investment costs relate to costs associated with capital expenditures and additions including amortization, finance 
charges, and return on equity. Many large capital projects to refurbish and maintain the system to ensure ongoing 
reliability of our assets and to build new assets to meet growing demand are planned or underway, with annual 
expenditures of approximately $2.0 billion (excluding Site C) over the next several years. An average of approximately 
40 per cent of BC Hydro’s total cost structure over the fiscal 2015 to fiscal 2017 period relates to capital investment costs.

	 •	 �Cost of energy includes water rental charges, purchase costs from Independent Power Producers (IPPs), market 
electricity purchases and purchases of gas for thermal generation. New sources of energy supply are more expensive than 

1 � The Financial Outlook excludes the construction costs related to the Site C project which will require an environmental certification, other regulatory approvals 
and permits, as well as a final decision before it can proceed to construction. If Site C construction costs and corresponding debt were included the dividend 
would average $100 million per year lower over the F2015 to F2017 period due to the debt:equity cap described above.
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BC Hydro is investing in its heritage assets to ensure system reliability and it’s undertaking new 
projects to meet future electricity demand in B.C. These projects span the entire system, and provide 
economic and business development opportunities in different communities and regions across the 
province.

BC Hydro’s forecast capital expenditures are developed using a risk-based Enterprise-Wide Capital Prioritization Framework, 
with consideration given to economic benefits, cost effectiveness and efficient project implementation. BC Hydro classifies 
capital expenditures as either sustaining capital or growth capital:

•	 �Many of BC Hydro’s assets were built before 1970—over 40 years ago. Investments in these aging assets are required to 
meet targeted levels of customer and supply reliability. Sustaining capital includes expenditures to ensure the continued 
availability and reliability of generation, transmission and distribution facilities. It also includes expenditures to support the 
business, such as vehicles and information technology. Large sustaining capital projects include the John Hart Generating 
Station Replacement and Ruskin Dam and Powerhouse Upgrade projects.

•	 �Growth capital is required to meet customer load growth and other business investments. B.C.’s electricity demand is 
expected to increase significantly over the next 20 years due to economic expansion, population growth and the increased 
use of, or conversion to, electricity. Growth capital expenditures relate to the expansion of existing generation assets as well 
as expansion and reinforcement of the transmission and distribution system. Projects include the Northwest Transmission 
Line, the Interior to Lower Mainland Transmission Project, and the addition of generating capacity by adding a fifth and sixth 
unit at Mica.

Capital expenditures in the above table do not include construction costs related to the Site C project. Site C is undergoing 
a cooperative environmental assessment process by federal and provincial regulatory agencies and is currently in the joint 
review panel stage. The Site C project will require an environmental certification, other regulatory approvals and permits, as 
well as a final decision from the Province before it can proceed to construction. In addition, the Crown has a duty to consult 
and, where appropriate, accommodate Aboriginal groups. The completion of the environmental assessment process is 
expected to be in the fall of 2014. Construction costs of $1,365 million are expected for the F2015 to F2017 period assuming the 
project proceeds to construction. The estimate is subject to change as planning and implementation of procurement for Site C 
progresses. Site C costs prior to construction are captured within the Site C Regulatory Account.

CAPITAL 
EXPENDITURES 

CAPITAL EXPENDITURES1	 Actual 	 FORECAST	 Forecast	 Forecast	 Forecast
($ millions)	 F2013	 F2014	 F2015	 F2016	 F2017

Sustaining	 1,009	    981	 1,170	 1,194	 1,224

Growth	    920	 1,014	 1,091	    754	    597

TOTAL CAPITAL PLAN	 1,929	 1,995	 2,262	 1,949	 1,821

Generation 	    421	    491	    633	   607	   602

Transmission and Distribution 	 1,325	 1,288	 1,391	 1,101	   965

Properties, Technology and Other 	    183	    216	    238	    241	   254

TOTAL BC HYDRO CAPITAL FORECAST	 1,929	 1,995	 2,262	 1,949	 1,821

1  Table may not add due to minor rounding.
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12 

5.0 Panel Observations 

The Panel offers the following observations arising from its deliberations during this review. 

5.1 Capital Projects 

The Panel acknowledges that the capital projects plan and its execution are givens in its Terms of 
Reference, but there were numerous public comments on this issue. Since capital projects are a 
main driver of this Application, the Panel suggests that a public dialogue be developed to further 
educate the stakeholders and general public on the need for the capital projects in order to supply 
a safe, reliable and effective electricity service. SaskPower plans to invest $3 billion over the 
next 3 years (2014-16) as part of its efforts to renew and modernize its system. This plan 
includes:   

• new power generation capacity;

• reinforcing its transmission and distribution system through projects such as new
transmission lines and wood pole replacements;

• a new operations centre, new building construction and existing building renovations;

• investments in new information technology;

• and adding new forms of low or non-emitting forms of generation.

The following table outlines SaskPower’s capital spending program from 2012-16: 

SaskPower Capital Spending for 2012 to 2016

23

The Panel noted there are parts of the capital projects that are essential and must be completed to 
ensure that the province’s power needs are met in a safe and reliable manner. However, some 
stakeholders have indicated that while justifiable, there may be less essential projects within the 
capital plan.  For example, it was suggested that some of the projects associated with Other 
Capital projects in the foregoing table may be able to be deferred to the future to mitigate rate 
increases. A public dialogue with the Panel and stakeholders will help to demonstrate the need 

23 2014 Forkast Consulting Report, P. 103 

(in $ millions) 2012 2013 2014 2015 2016 

Power Production 
Capacity sustainment $123 $118 $140 $140 $140 
QE repowering 26 94 225 118 25 
Tazi Twe (Elizabeth Falls) 0 14 40 80 100 
ICCS 357 510 21 0 0 

Total Power $506 $736 $426  $338 $265 

Transmission & Distribution 
Capacity increase/sustainment $167 $260 $235 $235 $235 
Customer Connects 226 189 248 241 232 
l1K line 0 0 120 116 0 

Total T&D $393 $449 $603 $592 $467 

Other Capital 
Operations Centre $0 $0 $12 $50 $80 
Buildings/Furniture/Land 26 62 35 35 35 
Service Delivery Renewal 25 70 70 11 0 
Information Technology & Security 31 33 54 47 50 

Total Other $82 $165 $171 $143 $165 

Total Capital Program $981 $1,350 $1,200 $1,073 $897 
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for and the transparency of the current plans and to ensure that the plans are implemented in the 
most least cost and effective manner at the most appropriate time. 

 

5.2 Dividends 
 
As previously mentioned, SaskPower’s capital program and rising fuel and purchased power 
costs are the main reasons behind this Application. These costs are driving up the Corporation’s 
long-term debt, which is expected to reach $7.572 billion by the end of 2016. This rising debt 
level has an impact on the Corporation’s net operating income and the ROE. SaskPower is 
expected to achieve an operating income for 2014 of $66 million, and is forecasting 2015 net 
income to be $57.9 million and 2016 to be $46.4 million. This means that the return on equity 
(ROE) for 2014 will be 2.9%; 2015 will be 2.6%; and 2016 will be 2.1%. These amounts are 
well below SaskPower’s long-term target of 8.5%. 
 
The Panel commends the Government of Saskatchewan for refraining from taking a dividend 
from the corporation in all years except one since 2008. No dividend payments are anticipated 
during the 2014-16 time period covered by this Application. This decision allows SaskPower to 
have lower debt levels, lower finance charges and a stronger equity position, which in turn helps 
to mitigate or reduce what would otherwise be required higher future rate increases.  

 

5.3 Public Education 
 
SaskPower rate increases are likely to become more commonplace in the future. The Panel 
recognizes that there is public concern about rising rates, but there has been limited public 
education and discussion on why this is occurring. The reality is that SaskPower’s debt will 
continue to increase over the next few years as significant spending is required to replace 
existing transmission and distribution infrastructure and aging generating facilities. Although the 
Application does not include any dividends being paid by SaskPower, the Corporation’s  ROE is 
expected to be well below its target of 8.5% for the next several years. 
 
However, SaskPower’s situation is similar to many other publicly-owned utilities. The 
infrastructure deficit has accumulated over several decades and decisions today are made on the 
basis that reflect economics, technology, public opinion and concern for the environment. 
Almost half of SaskPower’s electrical generation currently comes from its coal-fired plants and 
with the province having an abundant supply of coal, which is a low cost and reliable fuel 
source, the preference is to continue to use this resource. There is concern about the realized 
costs of the continued use of coal, whether it be in conjunction with the clean coal technology 
being developed or otherwise.  
 
After coal, natural gas is the second highest fuel source in SaskPower’s fuel mix and it will 
become even more dominant as the bulk of SaskPower’s new generation will be natural gas.  It is 
considered a greener fuel source than coal. It is used in natural gas generating stations and co-
generating facilities. The price of this generation is less stable as it is dependent upon the market 
price of natural gas. Coal, on the other hand, is a more price stable fuel source. Hydraulic 
generation is the most cost-effective source of electrical generation, but SaskPower currently has 
limited capacity in this area. This capacity is impacted by weather conditions and water flow, 
which can change significantly from year to year. 
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Glossary 
 
Where applicable, definitions set out in the Distribution System Code (DSC) apply to terms used 
in these filing requirements.  Certain other terms used here are explained below. 
 
Distribution System Plan duration is the duration of a distributor’s Distribution System Plan, 
which is a minimum of ten (10) years in total and comprised of an historical period and a 
forecast period 
 
Forecast period is the last five (5) years of the Distribution System Plan duration, consisting of 
five (5) forecast years, beginning with the Test year 
 
General plant investments are modifications, replacements or additions to a distributor’s assets 
that are not part of its distribution system; including land and buildings; tools and equipment; 
rolling stock and electronic devices and software used to support day to day business and 
operations activities 
 
Historical period is the first five (5) years of the Distribution System Plan duration, consisting of 
five (5) historical years, ending with the Bridge year 
 
REG investments accommodate the connection of renewable energy generation (including 
connection assets, expansions and/or renewable enabling improvements) the costs of which are 
the responsibility of the distributor as set out in the DSC.  REG investments can be stand-alone 
or integrated into a project/activity; and are to be categorized for the purposes of section 5.4 in 
the same way as any other investment 
 
Regional Infrastructure Plan is a document issued by the transmitter leading a Regional 
Planning Process that identifies forecast regional electricity service requirements, and describes 
and justifies the optimal infrastructure investments planned to meet those requirements 
 
Regional Planning Process is a consultation involving distributors, transmitter(s), and the 
Ontario Power Authority convened for the purpose of exchanging information related to system 
planning, coordinating the modification of a regional electricity transmission system, and 
preparing and issuing a Regional Infrastructure Plan 
 
System access investments are modifications (including asset relocation) to a distributor’s 
distribution system a distributor is obligated to perform to provide a customer (including a 
generator customer) or group of customers with access to electricity services via the distribution 
system 
 
System O&M are routine operations and maintenance activities carried out to sustain required 
distribution system performance to the end of the subject asset’s service life  
 
System renewal investments involve replacing and/or refurbishing system assets to extend the 
original service life of the assets and thereby maintain the ability of the distributor’s distribution 
system to provide customers with electricity services. 
 
System service investments are modifications to a distributor’s distribution system to ensure the 
distribution system continues to meet distributor operational objectives while addressing 
anticipated future customer electricity service requirements 
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5.0 Introduction 
 
These filing requirements set out the information required by the Board under the 
renewed regulatory framework for electricity to assess distributor applications involving 
planned expenditures on distribution system and other infrastructure.1  For the purposes 
of these filing requirements, a Distribution System Plan (“DS Plan”) consolidates 
documentation of a distributor’s asset management process and capital expenditure 
plan, where: 

• an Asset Management Process is the systematic approach a distributor uses to 
collect, tabulate and assess information on physical assets, current and future 
system operating conditions and the distributor’s business and customer service 
goals and objectives to plan, prioritize and optimize expenditures on system-
related modifications, renewal and operations and maintenance, and on general 
plant facilities, systems and apparatus; and   

• a Capital Expenditure Plan sets out and robustly justifies according to the 
Board’s standard requirements for evaluation a distributor’s proposed 
expenditures on its distribution system and (non-system) general plant over a 
five-year planning period, including investment and asset-related maintenance 
expenditures. 

 
Filing DS Plans consistent with these requirements will ensure that the Board’s 
expectations for a distributor’s planning are met; namely, that the DS Plan optimizes 
investments and reflects regional and smart grid considerations; serves present and 
future customers; places a greater focus on delivering value for money; aligns the 
interests of the distributor with those of customers; and supports the achievement of 
public policy objectives.2 
 
Good distributor planning is an essential pre-requisite to the performance-based rate-
setting approaches established under the renewed regulatory framework for electricity3, 
and necessary to ensure that the performance outcomes the Board has established for 
electricity distributors are being achieved: 

Customer Focus: services are provided in a manner that responds to identified 
customer preferences; 

Operational Effectiveness: continuous improvement in productivity and cost 
performance is achieved; and utilities deliver on system reliability and quality objectives; 

                                            
1  The renewed regulatory framework for electricity is a comprehensive, performance-based approach to 

regulation that is based on the achievement of outcomes that ensure that Ontario’s electricity system 
provides value for money for customers.  See Report of the Board – A Renewed Regulatory 
Framework for Electricity Distributors: A Performance-Based Approach; (the “RRFE Report”); p. 2. 

2 RRFE Report; p. 1. 
4  RRFE Report; p. 36. 
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Public Policy Responsiveness: utilities deliver on obligations mandated by government 
(e.g., in legislation and in regulatory requirements imposed further to Ministerial 
directives to the Board); and 

Financial Performance: financial viability is maintained; and savings from operational 
effectiveness are sustainable. 
 
DS Plan filings must enable the Board to assess whether and how a distributor has 
planned to deliver value to customers.  One of the primary goals of DS Plans and by 
extension, hallmarks of good planning, is pacing and prioritizing capital investments in a 
manner that considers rate impacts.  To facilitate the achievement of this goal, these 
filing requirements focus on the qualitative and quantitative information distributors can 
use to support their investment proposals that will best enable the Board to assess how 
a distributor has sought to control the costs and related rate impacts of proposed 
investments.4 
 

5.0.1 Purpose of filing a Distribution System Plan 
 
Good distributor planning is an essential pre-requisite to the performance-based rate-
setting approaches established under the renewed regulatory framework for electricity. 
Filing a DS Plan with an application to the Board will provide information to the Board 
and interested stakeholders including but not necessarily limited to a distributor’s: 

• asset related performance objectives and approach to evaluating its performance 
relative to those objectives; 

• approach to lifecycle asset management planning and the management of asset-
related operational and financial risk; and 

• plan for capital-related expenditures over the five-year forecast period. 
 

5.0.2 Application and scope 
 
These filing requirements apply to licenced, rate regulated electricity distribution utilities 
in Ontario when filing DS Plans as required by the Board as set out in section 5.1.3 of 
these requirements. 
 

5.0.3 Framework for distribution system plans 
 
The content of these filing requirements has been informed by the Board’s expectations 
for distribution system planning under the renewed regulatory framework for electricity. 
 

                                            
4  RRFE Report; p. 36. 
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5.0.3.1 Integrated planning 
 
An integrated approach to planning, whereby investments for system renewal and 
expansion, renewable generation connections, smart grid development and 
implementation, and regionally planned infrastructure are planned and optimized 
together, will provide the necessary foundation for distribution rate-setting under the 
renewed regulatory framework; help distributors to pace and prioritize projects; and 
support the achievement of the four outcomes for electricity distributors.5 
 

5.0.3.2 Longer term planning horizon 
 
Under the renewed regulatory framework, a planning horizon of five years is required to 
support integrated planning and better align distributor planning cycles with rate-setting 
cycles, which are a minimum of five-years in expected duration.6 This longer term 
approach should: 

• enhance the predictability necessary to facilitate planning – including regional 
planning – and decision-making by customers and distributors; 

• facilitate the cost-effective and efficient implementation of distributor DS Plans and 
thereby the achievement of customer service and cost performance outcomes; and 

• help distributors to manage consumer rate impacts.7 
 

5.0.3.3 Regional considerations 
 
Planning the distribution system infrastructure in a regional context will help promote the 
cost effective development of electricity infrastructure in Ontario.  Regional issues and 
requirements are to be considered in individual distributor system planning processes.8  
Accordingly, these filing requirements provide that where applicable, a distributor file 
information on the Regional Planning Process(s) in which it was a participant; on the 
Regional Infrastructure Plan provided by the transmitter; and information demonstrating 
that the Regional Infrastructure Plan has been appropriately considered and addressed 
in the development of the distributor’s DS Plan. 
 

5.0.3.4 Smart grid development and implementation  
 
Under the renewed regulatory framework, smart grid development is expected to be 
integral to distribution system plans, a central focus of grid-enhancing innovation, and 
implemented on a coordinated regional basis to achieve economies of scope and 

                                            
5  RRFE Report; p. 31. 
6  RRFE Report; p. 31. 
7  RRFE Report; p. 10. 
8  RRFE Report; p. 39. 
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scale.9  These filing requirements therefore include DS Plan information regarding, 
where appropriate: 

• the  activities a distributor has undertaken in order to understand their customers’ 
preferences (e.g., data access and visibility, participating in distributed generation, 
and load management) and how they have addressed those preferences; 

• the options a distributor has considered for facilitating customer access to 
consumption data in an electronic format; 

• the mechanisms that facilitate “real-time” data access and “behind the meter” 
services and applications that a distributor has considered for the purpose of 
providing customers with the ability to make decisions affecting their electricity costs; 

• the consideration a distributor has given to the investments necessary to facilitate 
the integration of distributed generation and more complex loads (e.g., customers 
with self-generation and/or storage capability); 

• the technology-enabling opportunities a distributor has considered regarding 
operational efficiencies and improved asset management; and 

• the distributor’s awareness and adoption of innovative processes, services, business 
models, and technologies.10 

 

5.0.4 The Board’s evaluation of DS Plans 
 
DS Plan filings must support the Board’s assessment as to whether a distributor has 
and will continue to achieve the four performance outcomes the Board has established 
for electricity distributors as explained below.  Section 5.4.5 explains the specific criteria 
the Board will use to evaluate whether a DS Plan and in particular the material11 
projects/activities proposed for cost recovery in a DS Plan address these four 
outcomes.12 
 
Customer Focus 
 
A DS Plan filing must demonstrate that distribution services are provided in a manner 
that responds to identified customer preferences.  As indicated in the provisions that 
follow, this is accomplished by providing information on customer engagement to 
identify preferences; the value proposition the DS Plan represents for customers 
(economic efficiency and cost-effectiveness); and on the factors relating to customer 
preferences or input from customers and participants in a Regional Planning Process 
that were considered in the course of planning investment projects and activities. 

                                            
9  See Report of the Board - Supplemental Report on Smart Grid (EB 2011-0004); February 11, 2013 (the 

“Smart Grid Report”); pp. 4 – 5. 
10  Smart Grid Report; pp. 9 – 16. 
11  A project or activity is “material” if the materiality threshold set out in Chapter 2 of the Filing 

Requirements for Electricity Transmission and Distribution Applications is met. 
12  For details on the evaluation criteria and how the Board will use them to evaluate investments, see the 

Smart Grid Report; pp. 17 – 21. 
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Operational Effectiveness 
 
DS Plans must show that a distributor’s asset management and capital expenditure 
planning processes are designed to identify and take advantage of opportunities for 
continuous improvements in productivity and cost performance, while delivering on a 
distributor’s explicitly stated system reliability and quality objectives. 
 
Public Policy Responsiveness 
 
A distributor’s DS Plan must explain how the expenditure planning process has been 
integrated and rationalized so as to permit timely and appropriate expenditures in 
relation to a distributor’s government-mandated obligations (e.g., in legislation or 
regulatory requirements imposed further to Ministerial directives to the Board). 
 
Financial Performance 
 
DS Plans must show that a distributor’s financial viability and operational effectiveness 
will endure over the long term including by sustaining efficiencies gained through 
prudent capital-related expenditure planning and DS Plan execution. 
 

5.0.5 Form of these filing requirements 
 
To implement the policy objectives of the renewed regulatory framework, filing 
requirements related to Distribution System Plans, including information on planned 
investments related to investments to accommodate the connection of renewable 
energy generation (REG) and/or smart grid development activities and expenditures 
(see sections 5.1.2 and 5.0.3.4 respectively), have been consolidated in this Chapter 5 
of the Board’s Filing Requirements for Electricity Transmission and Distribution 
Applications (CoS FRs)  Accordingly, these filing requirements replace the Board’s 
Filing Requirements: Distribution System Plans – Filing under Deemed Conditions of 
Licence. 
 

5.1 General & Administrative Matters 
 
The form and the content of these filing requirements reflect the Board’s conclusions in 
relation to distribution infrastructure planning.  These filing requirements introduce a 
standard approach to a distributor’s filings of asset management and capital 
expenditure plan information in support of a rate application.13  As detailed in section 
5.2, distributors filing a corporate ‘Asset Management Plan’ are expected to include and 

                                            
13  RRFE Report; p. 35. 
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clearly identify in their filings the information set out in these filing requirements, and to 
use the terminology and formats set out in these filing requirements.14 

5.1.1 Investment Categories 
 
A distributor’s investment projects and activities should be grouped for filing purposes 
into one of the four investment categories listed below, based on the ‘trigger’ driver of 
the expenditure, examples of which are provided on Table 1. 
 
Table 1 – Investment Categories & Example Drivers and Projects/Activities  

 Example Drivers Example Projects / Activities 

sy
st

em
 a

cc
es

s 

customer service requests 

− new customer connections 
− modifications to existing customer connections 
− expansions for customer connections or property 

development 

other 3rd party infrastructure 
development requirements 

− system modifications for property or infrastructure 
development (e.g. relocating pole lines for road widening) 

mandated service obligations 
(DSC; Cond. of Serv.; etc.) 

− metering 
− Long term load transfer 

sy
st

em
 

re
ne

w
al

 

assets/asset systems at end of 
service life due to: 
− failure 
− failure risk 
− substandard performance 
− high performance risk 
− functional obsolescence 

− programs to refurbish/replace assets or asset systems; 
e.g: batteries;  cable (by type); cable splices; civil works; 
conductor; elbows & inserts; insulators; poles (by type); 
physical plant; relays; switchgear; transformers (by type); 
other equipment (by type) 

sy
st

em
 s

er
vi

ce
 

expected changes in load that will 
constrain the ability of the system 
to provide consistent service 
delivery 

− property acquisition 
− capacity upgrade (by type); e.g. phases;  circuits; 

conductor; voltage; transformation; regulation 
− line extensions 

system operational objectives: 
− safety 
− reliability 
− power quality 
− system efficiency 
− other performance/functionality 

− protection & control upgrade; e.g. reclosers; tap changer 
controls/relays; transfer trip 

− automation (new/upgrades) by device type/function 
− SCADA 
− distribution loss reduction 

ge
ne

ra
l p

la
nt

1  

− system capital investment 
support 

− system maintenance support 
− business operations efficiency 
− non-system physical plant 

− land acquisition 
− structures & depreciable improvements 
− equipment and tools 
− supplies 
− finance/admin/billing software & systems 
− rolling stock 
− intangibles (e.g. land rights; capital contributions to other 

utilities) 

Note: 1. Includes only 19## series accounts. 

                                            
14  For the Board’s conclusions in relation to consolidating and harmonizing its planning-related filing 

requirements see RRFE Report; p. 31. 
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• System access investments are modifications (including asset relocation) to a 

distributor’s distribution system a distributor is obligated to perform to provide a 
customer (including a generator customer) or group of customers with access to 
electricity services via the distribution system 

• System renewal investments involve replacing and/or refurbishing system assets to 
extend the original service life of the assets and thereby maintain the ability of the 
distributor’s distribution system to provide customers with electricity services. 

• System service investments are modifications to a distributor’s distribution system 
to ensure the distribution system continues to meet distributor operational objectives 
while addressing anticipated future customer electricity service requirements 

• General plant investments are modifications, replacements or additions to a 
distributor’s assets that are not part of its distribution system; including land and 
buildings; tools and equipment; rolling stock and electronic devices and software 
used to support day to day business and operations activities 

 
A project or activity involving two or more ‘drivers’ associated with different categories 
should be placed in the category corresponding to the ‘trigger’ driver.  For example, a 
project triggered by the need to replace end of service life components in a distribution 
station should be considered a ‘system renewal investment, even if in anticipation of 
future system requirements (a ‘system service’ driver) the project includes assets rated 
for a higher voltage and/or capable of handling reverse flows.  Note, however (as 
detailed in section 5.4.5), information on all drivers of a given project or activity should 
be used to justify proposed capital investments. 
 

5.1.2 Investments related to renewable energy generation 
 
Under the renewed regulatory framework, a distributor’s investments to accommodate 
and connect renewable energy generation (i.e. REG investments) are integral to its DS 
Plan, which includes all costs to connect renewable generation facilities that will be the 
responsibility of the distributor under the DSC, and are therefore eligible for recovery 
through the provincial cost recovery mechanism set out in section 79.1 of the OEB Act. 
 

5.1.3 Time of filing 
 
All distributors are required to file a DS Plan as specified here when filing a cost of 
service application for the rebasing of their rates under the 4th Generation IR or a 
Custom IR application.  Distributors proposing to use the ‘Annual IR Index’ method for 
2014 rates are not required to use Chapter 5 when filing an application.  However, any 
distributor using the ‘Annual IR Index’ method must make a Chapter 5 filing within five 
years of the date of the most recent Board decision approving their rates in a cost of 
service proceeding; and is required to do so at five year intervals thereafter while using 

MANITOBA HYDRO 2015/16 GRA BOOK OF DOCUMENTS TAB 4C

PAGE 64



March 28, 2013  Ontario Energy Board 

 - 8 - Chapter 5 

the Annual IR Index method.  The Board may also require a DS Plan to be filed in 
relation to leave to construct, Incremental Capital Module or Z-factor applications. 
 

5.1.4 Planning in consultation with third parties 
 

5.1.4.1 Regional planning and consultations 
 
Prior to filing a DS Plan and at a time and in a manner to be determined in consultation 
with the participants in a Regional Planning Process, a distributor must: 
 
1. Provide regionally interconnected distributors (including host and/or embedded 

where applicable), the transmitter to which the distributor is connected and the OPA 
(where applicable) with information on: 

• forecast load at existing (and proposed, if any) points of interconnection; 

• forecast renewable generation connections and any planned network 
investments to accommodate the connections; 

• investments involving smart grid equipment and/or systems that could have an 
impact on the operation of assets serving the regionally interconnected utilities; 
and 

• the results of projects or activities involving the study or demonstration of 
innovative processes, services, business models, or technologies; and on the 
projects or activities of this nature planned by the distributor over the forecast 
period.    

 
2. Consult with regionally interconnected distributors (including host and embedded 

where applicable) and transmitter(s) to which the distributor is connected in 
preparing their DS Plan. 

 

5.1.4.2 Renewable energy generation investments 
 
Prior to filing a DS Plan, a distributor must: 
 
1. Not less than 60 days (where REG investments are contemplated; 30 days 

otherwise) in advance of the date the distributor needs to receive the OPA letter for 
inclusion in an application, a distributor must submit information to the OPA in 
relation to the REG investments identified in their DS Plan and request in writing that 
the OPA provide a letter commenting on the information by a date that conforms to 
the distributor’s filing timetable. 

 
2. The Board expects that the OPA comment letter will include: 
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• the applications it has received from renewable generators through the FIT 
program for connection in the distributor’s service area; 

• whether the distributor has consulted with the OPA, or participated in planning 
meetings with the OPA;  

• the potential need for co-ordination with other distributors and/or transmitters or 
others on implementing elements of the REG investments; and  

• whether the REG investments proposed in the DS Plan are consistent with any 
Regional Infrastructure Plan. 

 
The Board may postpone processing an application where a comment letter from the 
OPA has not been filed in accordance with this requirement. 
 

5.1.5 Performance reporting 
 

A distributor is to provide information on its performance in relation to its DS Plan as set 
out in section 5.2.3, including information on the achievement of the operational or other 
objectives targeted by investments the costs for which were approved in a previous 
application(s).  Through its RRR filing, a distributor is also required to report annually on 
its performance, including in relation to reliability and any Performance Scorecard 
metrics established by the Board, including metrics related to asset management and 
capital expenditure planning as applicable. 
 

5.2 Distribution System Plans 
 
Distributors are encouraged to organize the required information using the section 
headings indicated.  If a distributor’s application uses alternative section headings 
and/or arranges the information in a different order, the distributor shall demonstrate 
that these requirements are met by providing a table that clearly cross-references the 
headings/subheadings used in the application as filed to the section 
headings/subheadings indicated below. 
 

5.2.1 Distribution System Plan overview 
 
This section provides the Board and stakeholders with a high level overview of the 
information filed in the DS Plan, including but not limited to 
 
a) key elements of the DS Plan that affect its rates proposal, especially prospective 

business conditions driving the size and mix of capital investments needed to 
achieve planning objectives 
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b) the sources of cost savings expected to be achieved over the forecast period 
through good planning and DS Plan execution 

c) the period covered by the DS Plan (historical and forecast years); 

d) an indication of the vintage of the information on investment ‘drivers’ used to justify 
investments identified in the application (i.e. the information should be considered 
“current” as of what date?); 

e) where applicable, an indication of important changes to the distributor’s asset 
management process (e.g. enhanced asset data quality or scope; improved analytic 
tools; process refinements; etc.) since the last DS Plan filing; and 

f) aspects of the DS Plan that relate to or are contingent upon the outcome of ongoing 
activities or future events, the nature of the activity (e.g. Regional Planning Process) 
or event (Board decision on LTLT) and the expected dates by which such outcomes 
are expected or will be known.  

 
Prior to filing, care should be taken to ensure that summary information is consistent 
with the detailed information filed in the following sections and elsewhere in the 
application. 
 

5.2.2 Coordinated planning with third parties 
 
To demonstrate that a distributor has met the Board’s expectations in relation to 
coordinating infrastructure planning with customers, the transmitter, other distributors 
and/or the OPA or other third parties where appropriate, a distributor must provide: 

a) a description of the consultation(s), including 

• the purpose of the consultation (e.g. Regional Planning Process); 

• whether the distributor initiated the consultation or was invited to participate in it; 

• the other participants in the consultation process (e.g. customers; transmitter; 
OPA); 

• the nature and prospective timing of the final deliverables (if any) that are 
expected to result from or otherwise be informed by the consultation(s) (e.g. 
Regional Infrastructure Plan; Integrated Regional Resource Plan); and 

• an indication of whether the consultation(s) have or are expected to affect the 
distributor’s DS Plan as filed and if so, a brief explanation as to how. 

b) where a final deliverable of the Regional Planning Process is available, the final 
deliverable; where a final deliverable is expected but not available at the time of 
filing, information indicating: 

• the role of the distributor in the consultation; 

• the status of the consultation process; and 
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• where applicable the expected date(s) on which final deliverables are expected 
to be issued. 

c) the comment letter provided by the OPA in relation to REG investments included in 
the distributor’s DS Plan (see 5.2.4.2), along with any written response to the letter 
from the distributor, if applicable. 

 

5.2.3 Performance measurement for continuous improvement 
 
As mentioned in section 5.0, good distributor planning is an essential element of the 
Board’s performance-based rate-setting approaches.  The Board understands that 
distributors often use certain qualitative assessments and/or quantitative metrics to 
monitor the quality of their planning process, the efficiency with which their plans are 
implemented, and/or the extent to which their planning objectives are met.  The Board 
expects that this information is used to improve continuously a distributor’s asset 
management and capital expenditure planning processes. 

a) identify and define the methods and measures (metrics) used to monitor distribution 
system planning process performance, providing for each a brief description of its 
purpose, form (e.g. formula if quantitative metric) and motivation (e.g. consumer, 
legislative, regulatory, corporate).  These measures and metrics are expected to 
address, but need not be limited to: 

• customer oriented performance (e.g. consumer bill impacts; reliability; power 
quality); 

• cost efficiency and effectiveness with respect to planning quality and DS Plan 
implementation (e.g. physical and financial progress vs. plan; actual vs. planned 
cost of work completed); and 

• asset and/or system operations performance. 

b) provide a summary of performance and performance trends over the historical 
period using the methods and measures (metrics/targets) identified and described 
above.  This summary must include historical period data on: 1) all interruptions; and 
2) all interruptions excluding loss of supply’ for a) the distribution system average 
interruption frequency index; b) system average interruption duration index; and c) 
customer average interruption duration index.15  

Where performance assessments indicate marked adverse deviations from trend or 
targets (including any established in a previously filed DS Plan), provide a brief 
explanation and refer to these instances individually when responding to provision 
‘c)’ below.  

c) explain how this information has affected the DS Plan (e.g. objectives; investment 
priorities; expected outcomes) and has been used to continuously improve the asset 
management and capital expenditure planning process. 

                                            
15 The data should be calculated as stipulated in section 2.1.4.2 of the Board’s Reporting and Record 

Keeping Requirements. 
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5.3 Asset Management Process 
 
As noted in the Introduction, a distributor’s asset management process is the systematic 
approach used to plan and optimize ongoing capital and operating and maintenance 
expenditures on its distribution system and general plant.  The purpose of the 
information requirements set out in this section 5.3 is to provide the Board and 
stakeholders with an understanding of the distributor’s asset management process, and 
the direct links between the process and the expenditure decisions that comprise the 
distributor’s capital investment plan. 
 

5.3.1 Asset management process overview 
 
This section provides the Board and stakeholders with a high level overview of the 
information filed on a distributor’s asset management process, including key elements 
of the process that have informed the preparation of the distributor’s capital expenditure 
plan and therefore are referred to in response to requirements for more detailed 
information supporting the overall capital expenditure plan, budget allocations to 
categories of investments, or material projects/activities proposed for recovery in rates.  
The information provided should include but need not be limited to: 

a) a description of the distributor’s asset management objectives and related corporate 
goals, and the relationships between them; where applicable, show and explain how 
the distributor ranks asset management objectives for the purpose of prioritizing 
investments; 

b) information regarding the components (inputs/outputs) of the asset management 
process used to prepare a capital expenditure plan, identify and briefly explain the 
data sets, primary process steps, and information flows used by the distributor to 
identify, select, prioritize and/or pace investments; e.g. 

• asset register 

• asset condition assessment 

• asset capacity utilization/constraint assessment 

• historical period data on customer interruptions caused by equipment failure 

• reliability-based ‘worst performing feeder’ information and analysis 

• reliability risk/consequence of failure analyses. 

 
Use of a flowchart illustration accompanied by explanatory text is recommended. 
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5.3.2 Overview of assets managed 
 
Appropriate regulatory assessment of DS Plans requires an understanding of the scope 
and depth of the assets managed by a distributor.  Distributors vary in terms of the 
types of assets managed (e.g. some own high voltage equipment; others do not). 
Detailed characteristics and data on the assets covered by the asset management 
process are to be filed, including but not necessarily limited to 

a) a description and explanation of the features of the distribution service area (e.g. 
urban/rural; temperate/extreme weather; underground/overhead; fast/slow economic 
growth) pertinent for asset management purposes, highlighting where applicable 
expectations for the evolution of these features over the forecast period that have 
affected elements of the DS Plan; 

b) a summary description of the system configuration, including length (km) of 
underground and overhead systems; number and length of circuits by voltage level; 
number and capacity of transformer stations; 

c) information (in tables and/or figures) by asset type (where available) on the 
quantity/years in service profile and condition of the distributor’s system assets, 
including the date(s) the data was compiled; and 

d) an assessment of the degree to which the capacity of existing system assets is 
utilized relative to planning criteria, referencing the distributor’s asset related 
objectives and targets 

• where cited as a ‘driver’ of a material investment(s) included in the capital 
expenditure plan, provide a level of detail sufficient to understand the influence of 
this factor on the scope and value of the investment. 

 

5.3.3 Asset lifecycle optimization policies and practices 
 
An understanding of a distributor’s asset lifecycle optimization policies and practices will 
support the regulatory assessment of system renewal investments and decisions to 
refurbish rather than replace system assets.  Information provided should be sufficient 
to show the trade-off between spending on new capital (i.e. replacement) and life-
extending refurbishment, and should include but need not be limited to: 
 
a) A description of asset lifecycle optimization policies and practices, including but not 

necessarily limited to: 

• a description of asset replacement and refurbishment policies, including an 
explanation of how (e.g. processes; tools) system renewal program spending is 
optimized, prioritized and scheduled to align with budget envelopes; and how the 
impact of system renewal investments on routine system O&M is assessed; 

• a description of maintenance planning criteria and assumptions; and  

MANITOBA HYDRO 2015/16 GRA BOOK OF DOCUMENTS TAB 4C

PAGE 70



March 28, 2013  Ontario Energy Board 

 - 14 - Chapter 5 

• a description of routine and preventative inspection and maintenance policies, 
practices and programmes (can include references to the DSC). 

 
b) A description of asset life cycle risk management policies and practices, assessment 

methods and approaches to mitigation, including but not necessarily limited to the 
methods used; types of information inputs and outputs; and how conclusions of risk 
analyses are used to select and prioritize capital expenditures. 

 

5.4 Capital Expenditure Plan 
 
A distributor’s DS Plan details the programme of system investment decisions 
developed on the basis of information derived from its asset management and capital 
expenditure planning process.  It is critical that investments, whether identified by 
category or by specific project, be justified in whole or in part by reference to specific 
aspects of that process. 
 
As noted above, a DS Plan must include information on prospective investments over a 
minimum five year forecast period, beginning with the test year (or initial test year if 
Customer IR filing), as well as information on investments – planned and actual – over 
the five year period prior to the initial year of the forecast period.  
 

5.4.1 Summary 
 
This section elicits key information about a distributor’s capital expenditure plan 
including, by category (see section 5.1.1), significant projects and activities to be 
undertaken and their respective key drivers; the relationship between investments in 
each category and a distributor’s objectives and targets; and the primary factors 
affecting the timing of investment in each category (or of projects within each category, 
if significant). 
 
The following information should be provided: 

a) information on the capability of the distributor’s system to connect new load or 
generation customers in sufficient detail to convey the basis for the scope and 
quantum of investments related to this ‘driver’; 

b) total annual capital expenditures over the forecast period, by investment category 
(see section 5.4); 

c) a brief description of how for each category of investment, the outputs of the 
distributor’s asset management and capital expenditure planning process have 
affected capital expenditures in that category and the allocation of the capital budget 
among categories; 

d) a list and brief description including total capital cost (table format recommended) of 
material capital expenditure projects/activities, sorted by category; 
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e) information related to a Regional Planning Process or contained in a Regional 
Infrastructure Plan that had a material impact on the distributor’s capital expenditure 
plan, with a brief explanation as to how the information is reflected in the plan; 

f) a brief description of customer engagement activities to obtain information on their 
preferences and how the results of assessing this information are reflected in the 
plan; 

g) a brief description of how the distributor expects its system to develop over the next 
five years, including in relation to load and customer growth, smart grid development 
and/or the accommodation of forecasted renewable energy generation projects; 

h) a list and brief description including where applicable total capital cost (table format 
recommended) of projects/activities planned: 

• in response to customer preferences (e.g., data access and visibility; 
participation in distributed generation; load management); 

• to take advantage of technology-based opportunities to improve operational 
efficiency, asset management and the integration of distributed generation and 
complex loads; and 

• to study or demonstrate innovative processes, services, business models, or 
technologies. 

 

5.4.2 Capital expenditure planning process overview 
 
The information a distributor should provide includes, but need not be restricted to: 

a) a description of the distributor’s capital expenditure planning objectives, planning 
criteria and assumptions used, explaining relationships with asset management 
objectives, and including where applicable its outlook and objectives for 
accommodating the connection of renewable generation facilities; 

b) if not otherwise specified in (a), the distributor’s policy on and procedure whereby 
non-distribution system alternatives to relieving system capacity or operational 
constraints are considered, including the role of Regional Planning Processes in 
identifying and assessing alternatives; 

c) a description of the process(es), tools and methods (including where relevant 
linkages to the distributor’s asset management process) used to identify, select, 
prioritise and pace the execution of projects in each investment category (e.g. 
analysis of impact of planned capital expenditures on customer bills); 

d) if not otherwise included in c) above, details of the mechanisms used by the 
distributor to engage customers for the purpose of identifying their needs, priorities 
and preferences (e.g. surveys, system data analytics, and analyses – by rate class – 
of customer feedback, inquiries, and complaints); the stages of the planning process 
at which this information is used; and the aspects of the DS Plan that have been 
particularly affected by consideration of this information; and 
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e) if different from that described above, the method and criteria used to prioritise REG 
investments in accordance with the planned development of the system, including 
the impact if any of the distributor’s plans to connect distributor-owned renewable 
generation project(s). 

 

5.4.3 System capability assessment for renewable energy generation 
 
This section provides information on the capability of a distributor’s distribution system 
to accommodate REG, including a summary of the distributor’s load and renewable 
energy generation connection forecast by feeder/substation (where applicable); and 
information identifying specific network locations where constraints are expected to 
emerge due to forecast changes in load and/or connected renewable generation 
capacity. 
 
In relation to renewable or other distributed energy generation connections, the 
information that must be considered by a distributor and documented in an application 
(where applicable) includes: 

a) applications from renewable generators over 10kW for connection in the distributor’s 
service area; 

b) the number and the capacity (in MW) of renewable generation connections 
anticipated over the forecast period based on existing connection applications, 
information available from the OPA and any other information the distributor has 
about the potential for renewable generation in its service area (where a distributor 
has a large service area, or two or more non-contiguous regions included in its 
service area, a regional breakdown should be provided); 

c) the capacity (MW) of the distributor’s distribution system to connect renewable 
energy generation located within the distributor’s service area; 

d) constraints related to the connection of renewable generation, either within the 
distributor’s system or upstream system (host distributor and/or transmitter); and 

e) constraints for an embedded distributor that may result from the connections. 
 

5.4.4 Capital expenditure summary 
 
The purpose of the information filed under this section is to provide the Board and 
stakeholders with a ‘snapshot’ of a distributor’s capital expenditures over a 10 year 
period, including five historical years and five forecast years. Note that where a 
distributor’s internal investment planning framework does not align with the investment 
categories defined here, best efforts are expected to ‘map’ investments to these 
categories. 
 
Despite the ‘multi-purpose’ character of a project or activity, for ‘summary’ purposes the 
entire costs of individual projects or activities are to be allocated to one of the four 
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investment categories on the basis of the primary (i.e. initial or ‘trigger’) driver of the 
investment.  Note, however, that for material projects, a distributor must estimate and 
allocate costs to the relevant investment categories when providing information to justify 
the investment, as this assists in understanding the relationship between the costs and 
benefits attributable to each driver underlying the investment.  In any event, the 
categorization of an individual project or activity for the purposes of these filing 
requirements should not in any way affect the proper apportionment of project costs as 
per the DSC. 
 
Table 2 illustrates how information filed under this section includes a distributor’s actual 
and forecast (i.e. proposed) capital expenditures over the historical and forecast 
periods.  System operations and maintenance (O&M) costs are also shown to reflect the 
potential impact, if any, of capital expenditures on routine system O&M.  Note that ‘Plan’ 
expenditures over the historical period refer to a distributor’s previous plan for capital 
expenditures after adjustments (if any) occasioned by the Board’s decision on the 
relevant prior application. 
 
Brief explanatory notes should be provided to explain the factor(s) and/or circumstances 
underlying marked changes in the share of total investment represented by a given 
investment category over the forecast period relative to ‘actual’ spending over the 
historical period.  For example, a large expenditure over a relatively short period for a 
‘one-off’ project (e.g. a distribution station) can cause a temporary ‘step change’ in 
category C spending compared to the trend in actual expenditures over the historical 
period. 
 
While year over year ‘Plan vs. Actual’ variances for individual investment categories are 
expected, explanatory notes should be provided where 

• for any given year “Total” ‘Plan’ vs. ‘Actual’ variances over the historical period 
are markedly positive or negative; or 

• a trend for variances in a given investment category is markedly positive or 
negative over the historical period. 
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Table 2 – Capital Expenditure Summary 
 

 
Notes to the Table: 
1. Historical “previous plan” data is not required unless a plan has previously been filed 
2. Indicate the number of months of ‘actual’ data included in year ‘Test-1’ (normally a ‘bridge’ year):  
 
Explanatory Notes on Variances (complete only if applicable) 

Notes on shifts in forecast vs. historical budgets by category 

 

 

Notes on year over year Plan vs. Actual variances for Total Expenditures 

 

 

Notes on Plan vs. Actual variance trends for individual expenditure categories   

 

 

CATEGORY 

Historical (previous plan1 & actual) Forecast (planned) 
Test-5 Test-4 Test-3 Test-2 Test-12 

Test Test+1 Test+2 Test+3 Test+4 
Plan Actual Var Plan Actual Var Plan Actual Var Plan Actual Var Plan Actual Var 

$ ‘000 % $ ‘000 % $ ‘000 % $ ‘000 % $ ‘000 % $ ‘000 $ ‘000 $ ‘000 $ ‘000 $ ‘000 

System Access                     

System Renewal                     

System Service                     

General Plant                     

Total                     

System O&M                     
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5.4.5 Justifying capital expenditures 
 
As indicated in Chapter 1, the onus is on a distributor to provide the data, information 
and analyses necessary to support the capital-related costs upon which the distributor’s 
rate proposal is based.  Filings must enable the Board to assess whether and how a 
distributor’s DS Plan delivers value to customers, including by controlling costs in 
relation to its proposed investments through appropriate optimization, prioritization and 
pacing of capital-related expenditures. 
 

5.4.5.1 Overall plan 
 
The Board’s assessment of DS Plans includes the costs of material projects/activities 
included in the DS Plan, as well as the costs represented by the respective shares of 
the overall DS Plan budget allocated to each of the four investment categories.  
Information to be provided in this section pertains to the latter; the former is addressed 
in section 5.4.5.2. 
 
To support the overall quantum of investments included in a DS Plan by category, a 
distributor should include information on: 

• comparative expenditures by category over the historical period; 

• the forecast impact of system investment on system O&M costs, including on the 
direction and timing of expected impacts; 

• the ‘drivers’ of investments by category (referencing information provided in 
response to sections 5.3 and 5.4), including historical trend and expected evolution 
of each driver over the forecast period (e.g. information on the distributor’s asset-
related performance and performance targets relevant for each category, 
referencing information provided in section 5.2.3); 

• information related to the distributor’s system capability assessment (see section 
5.4.3) 

 

5.4.5.2 Material investments 
 
The focus of this section is on projects/activities that meet the materiality threshold set 
out in Chapter 2 of the Filing Requirements for Electricity Transmission and Distribution 
Applications.  However, distributors are encouraged in all instances to consider the 
applicability of these requirements to ensure that all investments proposed for recovery 
in rates, including those deemed by the applicant to be distinct for any other reason 
(e.g. unique characteristics; marked divergence from previous trend) are supported by 
evidence that enables the Board’s assessment according to the evaluation criteria set 
out below. The level of detail characterizing the evidence filed by a distributor to support 
a given investment project/activity should be proportional to the materiality of the 
investment.   
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A. General Information on the Project/Activity 
 
The following information is to be provided for any material project in order to facilitate 
and understanding of the quantum of the expenditure, timing, and contingencies 
associated with the project: 

• total capital and where applicable, (non-capitalized) O&M costs proposed for 
recovery in rates 

• related customer attachments and load, as applicable 

• start date, in-service date and expenditure timing over the planning horizon 

• the risks to the completion of the project or activity as planned and the manner in 
which such risks will be mitigated 

• if not evident from Table 2, comparative information on expenditures for equivalent 
projects/activities over the historical period, where available 

• information on total capital and OM&A costs associated with REG investment, if any, 
included in a project/activity; and a description of how the REG investment is 
expected to improve the system’s ability to accommodate the connection of REG 
facilities 

• where a proposed project requires Leave to Construct approval under Section 92 of 
the OEB Act, with construction commencing in the test year, the applicant must 
provide a summary of the evidence for that project consistent with the requirements 
set out in Chapter 4 of these Filing Requirements (sections 4.3 and 4.4 in particular) 

 
B. Evaluation criteria and information requirements for each project/activity 
 
The Board’s evaluation of material investments aligns with the outcomes set out in 
section 5.0.4.  Efficiency, customer value, reliability and safety are the primary criteria 
for evaluating any material investment; other criteria pertaining specifically to grid 
modernization will be applied where applicable. 
 
The Board’s investment evaluation criteria and the qualitative or quantitative evidence 
that a distributor can use to demonstrate that an investment is consistent with these 
criteria are set out below. 

1. Efficiency, Customer Value, Reliability 

a) identify the main ‘driver’ (‘trigger’) of the project/activity, and where applicable 
any secondary ‘drivers’; related objectives and/or performance targets; and by 
reference to the distributor’s asset management process (section 5.3.1), the 
source and nature of the information used to justify the investment  

b) indicate the priority of the investment relative to others, giving reasons for 
assigning this priority that clearly reflect the distributor’s approach to identifying, 
selecting, prioritizing and pacing projects in each investment category described 
in response to section 5.4.2(c) 
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c) using, where applicable, quantitative and/or qualitative analyses of the project 
and project alternatives involving design, scheduling, funding and/or ownership 
options (e.g. whole or part ownership solely by or jointly with 3rd parties) 

− explain the effect of the investment on system operation efficiency and 
cost-effectiveness 

− the net benefits accruing to customers as a result of the investment 
− the impact of the investment on reliability performance including on the 

frequency and duration of outages 

Where alternatives have been considered and the ranking of a proposed project 
relative to alternatives has been affected by the imputed value of benefits and 
costs, these benefits and costs should be described and explained in relation to 
the proposed project and alternatives. 

Where a distributor’s choices as to technical design, component characteristics, 
how the work is carried out, etc. have been affected by a decision to configure a 
project to meet both a ‘trigger’ driver and one or more other drivers in a manner 
that affects cost as well as benefits, these effects should be highlighted. 

2. Safety 

Provide information on the effect of the investment on health and safety protections 
and performance 

3. Cyber-security, Privacy 

Where applicable, provide information showing that the investment conforms to all 
applicable laws, standards and best utility practices pertaining to customer privacy, 
cyber-security and grid protection  

4. Co-ordination, Interoperability 

a) where applicable, explain how the investment applies recognized standards, 
referencing co-ordination with utilities, regional planning, and/or links with 3rd 
party providers and/or industry. 

b) describe how the investment potentially enables future technological functionality 
and/or addresses future operational requirements 

5. Economic Development 

Where applicable, describe the effect of the investment on Ontario economic growth 
and job creation 

6. Environmental Benefits: 

Where applicable, describe the effect of the investment on the use of clean 
technology, conservation and more efficient use of existing technologies 
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C. Category-specific requirements for each project/activity 
 
As set out below, category-specific information and analyses should also be used to 
support a project/activity (or elements thereof as applicable). 
 
a) System access – projects/activities in this category are driven by statutory, 

regulatory or other obligations on the part of the distributor to provide customers with 
access to their distribution system.  Most frequently, investments relate to requests 
by customers for connections or connection modifications, but also include requests 
from municipal authorities for a distributor to relocate system assets in order to 
accommodate infrastructure development or modifications.  Consequently, 
investment budgets for this category can vary from one DS Plan to the next 
depending on business conditions. 

 
In the event that the project involves replacing a distributor’s system assets, there 
may also be asset life-cycle related considerations to the extent that infrastructure is 
taken out of service prior to the end of its service life and new infrastructure is 
commissioned. 
 
Information bearing on these issues should therefore be included in a distributor’s 
justification of a project/activity in this category, including (where applicable) but not 
restricted to: 

• factors affecting the timing/priority of implementing the project 

• factors relating to customer preferences or input from customers and other third 
parties 

• factors affecting the final cost of the project 

• how controllable costs have been minimized 

• whether other planning objectives are met by the project or have intentionally 
been combined into the project and if so, which objectives and why 

• whether technically feasible project design and/or implementation options exist, 
whether these options were considered and if not, why not 

• where such options were considered and project decision support tools and 
methods described in response to section 5.4.2 (c) were used to help identify the 
proposed option, provide a summary of the results of the analysis, including 
where applicable: 

− the least cost option: a comparison of the life cycle cost of all options 
considered (including the proposed project) – over the service life of the 
proposed project 

− the cost efficient option: a comparison of net project benefits and costs over 
the service life of the proposed project including: 

i. a project configured solely to meet the obligation; and 
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ii. the proposed project and where considered, technically feasible 
options to the proposed project that meet the same objectives. 

• where applicable, the results of the ‘final economic evaluation’ carried out as per 
section 3.2 of the DSC 

• where applicable (e.g. REG investment), information on the nature and 
magnitude of the system impacts of the project, the costs of any system 
modifications required to accommodate these impacts and the means by which 
these costs are to be recovered 

 
b) System renewal – projects/activities in this category are driven by the relationship 

between the ability of an asset or asset system to continue to perform at an 
acceptable standard on a predictable basis on one hand and on the other, the 
consequences for customers served by the asset(s) of a deterioration of this ability 
(i.e. “failure”).  Generally, the lower the former and/or higher the latter, the more 
important it becomes to replace or refurbish the asset(s) sooner rather than later. 
 
Hence, a distributor’s discretion over the timing and priority of projects in this 
category may lessen over time, such as where assets with high consequence of 
failure are consistently operating outside applicable operating limits.  On the other 
hand, a distributor may have considerable discretion over timing and priority where 
deteriorating asset condition has little or no impact on performance and the 
consequences in terms of the number of customers and criticality of service 
potentially affected by an asset failure are relatively low. 

 
Information bearing on these issues should therefore be included in a distributor’s 
justification of each sustainment project/activity, including (where applicable) but not 
restricted to: 

• a description of the relationship between the characteristics of the assets 
targeted by a project and the consequences of asset performance deterioration 
or failure, referring to 

− the distributor’s asset performance-related operational targets and asset 
lifecycle optimization policies and practices (i.e. filings in relation to sections 
5.2.3 and 5.3.3) 

− information on the condition of the assets relative to their typical life-cycle; 
and performance record of the assets targeted by the project 

− the number of customers in each customer class potentially affected by a 
failure of the assets included in the project 

− quantitative customer impacts (e.g. frequency or duration of interruptions or 
number of customers affected) with associated risk level(s) 

− qualitative customer impacts (e.g. customer satisfaction; customer migration) 
with associated risk level(s) 
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− the value of customer impact (e.g. high, medium, low) in terms of the 
characteristics of customers potentially affected by failure that have a bearing 
on the criticality and/or cost of failure (e.g. customer classes; customer 
access to backup service)   

• other factors that may affect the timing of the proposed project, including the rate 
at which assets are replaced over the forecast period (i.e. investment intensity), 
where applicable; priority relative to other projects (this and other categories) 

• identify the consequences for system O&M costs, including the implications for 
system O&M of not implementing the project 

• identification of reliability and or safety factors that may have played a role 

• where applicable and reasonable variation and/or uncertainty in the above 
factors exists, provide – using the tools and methods described in response to 
section 5.4.2 (c) – an analysis of project benefits and costs comparing 
alternatives to the timing of the proposed project, highlighting the trade-offs 
between rate of expenditure and mitigation of the consequences of asset 
performance deterioration.  Where the ranking of the proposed project relative to 
the alternatives has been adjusted to account for significant benefits and costs 
the value of which cannot readily be quantified, these should be described and 
explained in relation to the proposed project and all alternatives. 

• where the proposed project meets the requirement for ‘like for like’ renewal and 
has been configured at extra cost to address other distributor planning objectives 
(e.g. development related objectives), provide – using the tools and methods 
described in response to section 5.4.2 (c) – an analysis of project benefits and 
costs comparing a) a project configured solely to meet the requirement; b) the 
proposed project; and c) technically feasible alternatives to the proposed project 
that meet the same objectives as the proposed project.  Where the ranking of the 
proposed project relative to alternatives has been adjusted to account for 
significant benefits and costs the value of which cannot readily be quantified, 
these should be described and explained in relation to the proposed project and 
all alternatives. 

 
c) System service – projects/activities in this category are driven by the distributor’s 

expectations that evolving customer use of the system may occasion the creation of 
system capacity constraints or otherwise adversely impact operations in a manner 
that challenges the distributor’s service delivery standards or objectives.  Distributor 
discretion in relation to investments in this category can be relatively high in terms of 
both initiating a project and determining the priority and timing of project-related 
expenditures. 

 
Information used by a distributor to justify projects/activities in this category should 
include, but need not be restricted to: 

• where measurable, an assessment of the benefits of the project for customers in 
relation to the achievement of the objectives of the investment; express the result 
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(including where value is in the form of an avoided cost) in terms of cost impact 
to customers where practicable 

• where applicable, information on regional electricity infrastructure requirements 
identified in a regional planning process that affected the initiation or final 
configuration of the project; and on the corresponding distribution of the benefits 
and responsibility for project costs 

• description of how advanced technology has been incorporated into the project (if 
applicable) and including how standards relating to interoperability and 
cybersecurity have been met.  

• identification of any reliability, efficiency, safety and coordination benefits or 
affects the project will have on the distributor’s system 

• identifying and explaining the factors affecting implementation timing/priority 

• providing, where applicable and using the tools and methods described in 
response to section 5.4.2 (c), an analysis of project benefits and costs comparing 
the proposed project to a) doing nothing; and b) technically feasible alternatives 
to the proposed project considered that meet the same objectives as the 
proposed project. 

Where the ranking of the proposed project relative to alternatives has been 
adjusted to account for significant benefits and costs the value of which cannot 
readily be quantified, information should be provided that describes these 
‘qualitative’ factors in relation to the proposed project and all alternatives, and 
that explains whether and how these factors affected the selection of the 
proposed project. 

 
d) General plant – projects/activities in this category are driven by the distributor’s 

evolving requirements for capital to support day to day business and operations 
activities.  Distributor discretion in relation to investments in this category can be 
relatively high in terms of both initiating a project and determining the priority and 
timing of project-related expenditures. 

 
Information used by a distributor to justify material projects/activities in this category 
should include but need not be restricted to: 

• the results of quantitative and qualitative analyses (using the tools and methods 
described in response to section 5.4.2 (c) where applicable) of the proposed 
project/activity, including assessments of financially feasible options to the 
proposed project (including the ‘do nothing option’ where applicable), identifying 
the (net) benefits of the proposed investment in monetary terms where 
practicable; 

• For projects the capital cost of which substantially exceed the materiality 
threshold, (e.g. CIS, GIS, new office building) the distributor shall file a thorough 
business case documenting the justifications for the expenditure, alternatives 
considered, benefits for customers (short/long term), and impact on distributor 
costs (short/long term). 
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