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affordable energy future

The Ontario Home Builders’ Association

The Ontario Home Builders’ Association (OHBA) is the voice of the residential construction industry in
Ontario, representing 4,000 member companies organized into 28 local associations across the
province, from Niagara to Thunder Bay and Windsor to Ottawa. Members include builders, developers,
professional renovators, trade contractors, suppliers, and manufacturers serving the residential
construction industry. The residential construction industry employed over 550,000 people, paying
$38.8 billion in wages, and contributed over $83.8 billion in investment value across Ontario in 2023.

Please accept the below as our submission to the government’s request for feedback on a proposed
amendments to the Electricity Act, 1998, the Ontario Energy Board Act, 1998 and the Energy
Consumer Protection Act, 2010 to enable an affordable energy future, and for the creation of an
Integrated Energy Resource Plan. This is being submitted on behalf of OHBA and its 28 local
associations including, but not limited to, the Building and Land Development Association (BILD), West
End Home Builders’ Association (WE HBA), Greater Ottawa Home Builders’ Association (GO HBA),
and London Home Builders’ Association (LHBA).

Environmental Registry Background & Proposal Summary specific to OHBA Response

The Ministry of Energy and Electrification is proposing legislative amendments that would enable the
development of Ontario’s first Integrated Energy Resource Plan, make it more cost-effective to connect
to the electricity grid, help reduce energy use to save families and businesses money, and support the



growth of EV adoption in Ontario. The Ministry is also seeking feedback on legislative amendments that
would enable integrated energy resource planning and kick start early actions to ensure Ontario’s
energy system remains affordable, reliable and clean while supporting intensifying electrification and
economic growth. These proposed changes align with and support progress on Ontario’s policy vision,
"Ontario’s Affordable Energy Future: The Pressing Case for More Power".

1. Integrated Energy Resource Planning Amendments

The ministry is seeking feedback on proposed amendments to the Electricity Act, 1998, which would
enable an integrated energy resource planning process by:

e Ensuring energy planning is integrated and considers all forms of energy including electricity,
natural gas, hydrogen and other energy resources, as well as energy efficiency, storage and
demand management.

e Changing the name of the plan from “Long-Term Energy Plan” to an “Integrated Energy
Resource Plan” to reflect a planning process that is more integrated.

e Updating the goals and objectives of the Integrated Energy Resource Planning process to align
with the priorities of an evolving energy sector in the province.

o Creating a predictable planning cycle for investors, stakeholders and Indigenous communities
by requiring integrated planning consultations to begin at least once every five years from the
issuance of the last plan.

o Establishing regulation-making authority to define the specific technical information, documents
or reports that would need to be considered in the development of future Integrated Energy
Resource Plans.

e Enhancing agency implementation processes by removing the requirement for the Independent
Electricity System Operator (IESO) and Ontario Energy Board (OEB) to submit implementation
plans to the Minister if they receive an implementation directive. While directives could still
require implementation plans or other agency reports, this amendment would provide flexibility
to enable government to move quickly on issues that would not benefit from additional planning
and report-back steps.

2. Electricity Connections to Support Growth

The ministry is seeking feedback on proposed amendments to the Ontario Energy Board Act, 1998 to
enable more timely and cost-effective electricity grid expansions to support high growth areas. The
proposed amendments would give Government regulation-making authority to change how costs are
allocated and recovered for transmission and distribution connection infrastructure where the prospect
of load materializing in the future is very likely.

If this legislation is passed, the ministry would propose regulations that could allow for allocating costs
for certain electricity system connection infrastructure, particularly in high-growth areas. Regulation(s)
could include provisions that reduce the cost and financial burden on 'first mover' customers and enable
more timely development of connection infrastructure to enhance system readiness for industrial and
housing development and electrification. The design and implementation of the regulation(s), including
the types of projects that would be subject to new cost-allocation and the controls to ensure that costs
are allocated fairly, will be determined through a separate consultation process.
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OHBA Response

Thank you to the Ministry of Energy and Electrification, the Ontario Energy Board (OEB) and the
Independent Electricity System Operator (IESO) for considering and adopting many of the
recommendations provided by Building Industry and Land Development’s (BILD’s) in their previous
submission to the Ontario Energy Board’s Consultation on Distribution System Expansion for Housing
Development Cost Recovery Options. That has been attached for reference and inclusions as part of
this ERO submission. OHBA and BILD also had the recent opportunity to appear before the Standing
Committee of the Interior on Bill 214, the Affordable Energy Act. We also attach that presentation
which reinforces and supports comments as part of this ERO submission.

Our association members are land developers and builders, both residential and non-residential, who
are community building partners that support the provincial housing plan to reduce the cost of building
new housing and providing certainty for families. It is our objective to continue working with the province
to enhance employment opportunities, and to help build the 1.5 million new homes needed over the
next decade.

Ontario, like other jurisdictions, is facing two major social and public policy challenges: meeting the
urgent need of a growing population for new homes and employment areas, and enhancing Ontario’s
economic growth and prosperity through electrification and an energy transition.

When contemplating these provincial objectives, which are strongly supported by OHBA and its
members, weighed against the provincial directions, it is important to note that the current approach to
funding distribution network investments to connect new residential and non-residential developments
is no longer fit for purpose. We therefore welcome the opportunity to participate in the Ministry’s
consultation on proposed legislative amendments that would enable integrated energy resource
planning and Kick start early actions to ensure Ontario’s energy system remains affordable, reliable and
clean while supporting intensifying electrification and economic growth.

In addition, not specifically related to this ERO but most worthy of emphasis, OHBA welcomes
the Ministry’s commitment to establishing a Housing Electricity Growth Forum to bring together
designated municipalities with housing targets, impacted local utilities, industry and
construction leaders, and the OEB to discuss ways to accelerate connections while reducing
costs. We look forward to continuing our discussions with the province, the OEB, having the
opportunity to engage our industry counterparts, municipalities, LDCs, and representatives from the
Ministry of and Electrification and the Ministry of Municipal Affairs and Housing at the proposed Forum.
We believe this forum should be established imminently, without sunset, to allow for continued
conversation regarding solutions to accelerate the provision of electricity to growing communities
across the GTA and province.
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OHBA Specific Comments related to ERO 019-9284 Proposed Content

Integrated Energy Resource Planning Amendments:

OHBA supports creating a predictable planning cycle for investors, stakeholders and Indigenous
communities by requiring integrated planning consultations to begin at least once every five years from
the issuance of the last plan. This would further help align energy infrastructure planning with provincial
and municipal growth planning.

There are on-going concerns pertaining to requests to developers from LDCs to contribute towards the
expansion cost of the electrical infrastructure for various projects, which is elaborated on further in this
submission. As related to an Integrated Energy Resource Plan, it must be noted that these requests
are unreasonably coupled with the lack of readiness and planning from the LDC to provide supply
within the expected timelines of the project. There does not appear to be a direct link between
development planning and long term planning by LDCs.

The LDC needs to be more than a stakeholder and must be engaged in the detailed long-term planning
of these communities. Local distribution companies must be part of the municipal planning process and
incorporate long-term housing plans into their long-term system planning.

Also, the length of time that it takes for local distribution companies to plan, design and construct their
infrastructure to support proposed residential, commercial and employment developments make it
extremely challenging to meet occupancy timeframes. In one recent example, a planned and approved
site in Richmond Hill which includes 2500 new housing units has been delayed by 5 to 6 years due to
the lack of hydro capacity. This is only one of example of many challenges BILD’s members are faced
with when it comes to the challenges of energy connectivity for new housing and commercial
developments. A new and improved, and upfront consultation and planning process should be
contemplated to address this within the current municipal development application approvals process.

We are hopeful that a move to integrated planning will assist with these challenges.

Electricity Connections to Support Growth:

OHBA supports the governments’ proposed regulation-making authority to change how costs are
allocated and recovered for transmission and distribution connection infrastructure where the prospect
of load materializing in the future is very likely, especially in high-growth areas. Our members have
expressed concerns with the lack of financial transparency, the lack of short and long term planning,
and misinterpretations with the current Distribution System Code as related to the electrification of new
communities in the GTA.

OHBA and its’ local associations recommend that Regulations should address the “first payer” issue for
the first phase of a development project, or the first builder in a site plan. We also support the OEB’s
recommendation to establish a new capacity allocation model that specifically addresses multi-year,
multi-party developments and ensures a fair allocation of costs between connecting parties. This will
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make it easier and more affordable to make “last mile” connections, protecting ratepayers, current and
future homeowners and reducing upfront capital costs of new lines. Under current Distribution System
Code, developers have been asked to pay up to $80 million to service the first subdivision — resulting in
a cost to new homebuyers of $20,000 per unit. The proposed changes will bring more fairness and
predictability to this approach, reducing the financial burden on new homebuyers and industry and
enable more timely development of energy infrastructure. OHBA supports proposed change to enable
regulation making authority to protect existing ratepayers while reducing upfront capital costs of new
lines that would otherwise increase the costs to new homes and businesses.

In addition, the implementation and interpretation of the OEB rules and regulations vary throughout the
GTA by the local distribution companies. The Ontario Energy Board’s Distribution System Code sets the
minimum conditions that a local distribution company must meet in carrying out its obligations to
distribute electricity, however, there is no unified interpretation by them.

Also, there is little to no transparency from the local distribution companies, or public information made
available, regarding the available or existing capacity of the electrical system for both the existing rate
payers and new developments. The local distribution company’s formulas for what triggers an addition
of assets and the charges for these assets do not appear transparent. In addition, there is also
uncertainty regarding who is responsible for regulating and confirming the existing electrical system
capacity when a conflict arises. OHBA looks forward to participating in the standalone consultation on
the design and implementation of these regulations in further detail.

Our members have expressed concerns with the lack of financial transparency, the lack of short and
long term planning, and misinterpretations with the current Distribution System Code as related to the
electrification of new communities in the GTA. We therefore support changes to amend the DSC to
extend the revenue horizon for connecting residential developments from 25 years up to 40 years, as
well as consider further amendments to the DSC to extend the connection horizon for new electricity
lines to housing development projects to 15 years. OHBA also supports proposed amendments to the
DSC to provide clarity regarding the conditions under which a local distribution company (LDC) should
extend the connection horizon for new developments.

We are hopeful these changes will introduce more flexibility for LDCs and stimulate new investment in
energy supply to deliver critical electricity to unlock new housing and employment opportunities.

Conclusion

The Ontario Home Builders’ Association and our local associations respectfully submits the feedback
and recommendations contained within this submission regarding the proposed amendments to the
Electricity Act, 1998, the Ontario Energy Board Act, 1998 and the Energy Consumer Protection Act,
2010 to enable an affordable energy future, and for the creation of an Integrated Energy Resource
Plan. We encourage the Ministry of Energy and Electrification to take into consideration all content
contained within as the government deliberates the intricacies and complexities of this significant topic
and the development of proposed changes to the regulation. Our members are experts in execution,
and we respectfully request that the Ministry look to them as a valuable resource to help implement
your vision for greater efficiency and effectiveness related to the electrification of new communities.
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The expansion of energy infrastructure is essential to accommodate the increasing demands of a
growing population and to meet the province’s housing targets. However, the stringent regulations and
inconsistent implementation by the LDCs are becoming cost prohibitive, are impacting timelines,
discouraging investment, and deterring land developers from undertaking crucial projects that would
enhance infrastructure and housing supply. To help meet the province's mandate of building 1.5 million
homes by 2031 and the associated commercial and employment lands to provide Ontarians jobs, we
must collectively tackle the above noted challenges to electrifying new communities.

Ontario’s housing supply crisis means too many people are unable to find a home that meets their
needs and budget. Our members agree with the government’s goal of significantly increasing the
supply of all housing types in the province and reducing the regulatory burden that increases costs and
delays for future residents. A solution in addressing this crisis and improving affordability is to ensure
more supply is created and readily available and looking for alternative solutions to electrify new
communities for Ontario’s residents must be a part of that conversation.

The Ministry’s consultation as related to the development of the Integrated Energy Resource Plan is a
welcome one. OHBA and its members are significantly interested and affected stakeholders who are
eager to work with the Ministry and all interested parties. We are committed to being a part of both
short and long term solutions, recognizing that this is the start of what we hope are effective and
productive conversations.
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Presentation To Standing

Ontario Commiittee on the Interior
Home Builders'  ijj 214, Affordable Energy Act
November 2024

SCOTT ANDISON:

Good afternoon Chair, and members of the Committee.

My name is Scott Andison, and | am the Chief Executive Officer

for the Ontario Home Builders’ Association. With me, who you will also hear from
today, is Paula Tenuta - the SVP of Policy and Advocacy with the Building Industry and
Land Development Association.

The OHBA is the voice of the building, land development and professional renovation
industry in Ontario, representing over 4,000 member companies organized into 28
local associations across the province, such as BILD representing the GTA. Our
collective members, both residential and non-residential, are community building
partners that support the provincial objectives to reduce the cost of building new
housing and employment areas across the province. They are committed to improving
certainty, affordability and choice for Ontario’s new home purchasers and enhancing
employment opportunities.

We thank you for the opportunity to speak to Bill 214, the Affordable Energy Act,
which lays the groundwork for more integrated planning, transparency for costs and
energy expansion to support businesses and more affordable homes.

This proposed legislation, if passed, will aid in the ability to electrify new communities
quicker, in less costly and more efficient ways. The economy of our province and the

daily lives of its 15 million residents need a reliable electricity system. The demand on
that system is growing quickly. According to Ontario’s Independent Electricity System
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Operator (IESO), the province’s demand for electricity is forecast to increase by 75 per
cent by 2050.

We therefore applaud the provincial government for creating a plan, having a vision,
and introducing this timely legislation. Building on and providing support to the
existing provincial Housing Action Plans, Bill 214 brings forward positive steps that will
enable Ontario to turn a new corner on employment and housing supply.

However, we all recognize that the solutions will need to be long-term. They will
require a concerted effort between municipalities, the province, local distribution
companies and our industry to collectively make it faster, less expensive and more
efficient to electrify new communities and bring more housing and employment
supply to market.

That is why we applaud the Minister of Energy and Electrification’s announcement,
made in concert with the proposed legislation, to establish a Housing Electricity
Growth Forum. It will bring together municipalities, local utilities, industry and
construction leaders, and the Ontario Energy Board to discuss ways to accelerate
electricity connections while reducing costs. This is the right approach given the
necessary work and implementation that will be involved to support the initiatives of
Bill 214. We look forward to continuing to engage and participate in this process.

Today we will address our support for the Bill and reinforce the need for these
proposed changes with examples of some of the challenges our members have faced
relating to electrifying new communities.

Our comments are very scoped, and reflect items that our members have brought to
our attention. They are specific to the Bill’s proposals related to

e energy planning, and

e amendments related to the distribution code and the transmission system code.
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Bill 214 allows for Regulation making authority in these areas, and we would like to
take this opportunity to remind the province that our members are experts in
execution and implementation. We would be pleased to lend our expert members as
a resource to assist with the creation of the Regulations and look forward to
additional consultations.

To start now on addressing some of the components of the proposed legislation, | will
give the floor to my colleague Paula. Thank you.

PAULA TENUTA:

Thank you Scott, and good afternoon members of the Committee.

Communities are expanding, residential areas are growing. This comes with a greater
demand for electricity.

Tied closely to Bill 214’s proposal are recommendations that we see in the Ontario
Energy Board’s Connection Report released last month. It outlines the OEB’s
commitments and steps related to the Minister’s Letter of Direction, and we applaud
the OEB for many of their identified action items, which Bill 214 would assist to
implement.

One of those items is Bill 214’s proposed Regulation making authority related to the
Distribution System Code and Transmission System Code to enable more timely and
cost effective electricity connections for new homes and industry.

This is a much welcomed step as our members have experienced challenges relating to
the delivery of energy infrastructure required to service residential, commercial and
employment developments. There is little to no public information or transparency
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from the local distribution companies regarding the available or existing capacity of
the electrical system for new developments.

And these are projects that have been planned, sometimes built or are already
approved for development, only to receive notification from the local distribution
company that there’s no electrical power for the project, or it would come at a price.
There’s no transparency related to the price tag, and these inconsistencies and
misinterpretations of the rules have come at a cost to new homebuyers.

The implementation and interpretation of the OEB rules and regulations vary
throughout the GTA by the local distribution companies. The OEB’s Distribution
System Code sets the minimum conditions that a local distribution company must
meet in carrying out its obligations to distribute electricity, however, there is no
unified interpretation by them.

Let’s take an example of a “first payer” issue, where one company, the “first in” to a
larger planned subdivision, the first builder in a site plan or first phase of a
development project is forced to pay for power to service the area.

In one instance, the solution to service and build new overhead electrical
infrastructure was estimated to be at a cost of $80 million to service the first
subdivision phase. Reportedly, there was no detailed breakdown or full justification
from the local distribution company of how this figure was calculated. Based on the
interpretation of current rules and the anticipated new home absorption rate of 750 -
1,000 units per year, this would amount to a cost of over $20,000 for each new
homebuyer.

This million dollar costs benefit lands beyond the first applicant’s lands. There is no
timeline for cost recovery, or a process for compensation back to “first payer” when
other phases of development advance.
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The proposed changes will bring more fairness and predictability to this approach,
reducing the financial burden on new homebuyers and industry and enable more
timely development of energy infrastructure.

An additional BILD recommendation was to extend the connection and revenue
horizons, so we are therefore supportive of the province’s commitment to amend the
Distribution System Code to extend the revenue horizon for connecting residential
developments from 25 years up to 40 years, and extending the connection horizon for
new electricity lines to housing development projects to 15 years.

Both local distribution companies and the development industry have a shared
interest to increase supply, but it must be noted that the longer the horizon is,
demand will grow so the local distribution company will also need to provide and plan
for the long term supply.

We are very pleased to see the province reinforce the need for the Ontario Energy
Board to continue to work with stakeholders to improve Regional planning processes.

We hear of too many instances about the lack of readiness and planning from local
distribution companies to provide supply within the expected timelines of a project.
There doesn’t appear to be a direct link between development planning and long term
planning by local distribution companies, and there is a definite disconnect with
municipal planning.

Through the traditional planning process of secondary plans or official plan
amendments at the municipal level, local distribution companies are included as an
impacted stakeholder. These local distribution companies are often owned by the
very municipalities that are conducting the municipal development approval process.
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However, compared to the delivery of other infrastructure for new developments, the
local distribution companies claim to be surprised by and unprepared for the size and
scope of new developments which leads to unplanned energy infrastructure and
delays with occupancies.

Also, the length of time that it takes for local distribution companies to plan, design
and construct their infrastructure to support proposed residential, commercial and
employment developments make it extremely challenging to meet occupancy
timeframes.

Local distribution companies must be involved in the upfront consultation and
planning process. They need to be more than a stakeholder. They must be engaged in
the detailed long-term planning of these communities.

We are hopeful that this government’s approach to local, regional and inter-
jurisdictional energy planning will address this disconnect.

Thank you for the opportunity to address you today. We look forward to being a part
of the Regulation consultations so that we arrive at the desired system that is fair and
transparent, where the rules and costs are outlined at the onset. Having this level of
efficiency will help to make sure communities are electrified sooner, needed housing
supply can come to market quicker, and Ontario can continue to remain open for
business.

We look forward to your questions.
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May 1, 2024

Ontario Energy Board

2300 Yonge Street, 27t Floor
P.O Box 2319

Toronto, Ontario

M4P 1E4

RE: EB-2024 - 0092

BILD Submission on the Ontario Energy Board’s Distribution System Expansion for
Housing Development Cost Recovery Options Discussion

Thank you for the opportunity to participate in the Ontario Energy Board’s consultation on
“Distribution System Expansion for Housing Developments: Exploring Connection and
Revenue Horizon Options.” We are in receipt of the OEB presentation made at the
stakeholder meeting of April 379, as well as the November 29, 2023 renewed Letter of
Direction from the Minister of Energy which this consultation is in response to. BILD has
consulted with its’ members, and as the Ontario Energy Board prepares its’ response to the
Minister’s Letter of Direction, we trust that you will take these preliminary BILD comments
in to consideration.

The Building Industry and Land Development’s members are land developers and builders,
both residential and non-residential, who are community building partners that support the
provincial Housing Supply Action Plan objectives to reduce the cost of building new
housing and providing certainty for families. It is their objective to continue to working
with the province to enhance employment opportunities, and to help build the 1.5 million
new homes needed over the next decade.

Unfortunately, there exists a significant impediment to assist in this objective. BILD
members have expressed concern and challenges relating to the delivery of energy
infrastructure required to service residential, commercial and employment developments
within the Greater Toronto Area and beyond. These are projects that have been planned
or approved for development, to which we elaborate on later in this sulbmission.

Although this current OEB stakeholder consultation will not solve for these immediate and
pressing needs experienced by many BILD members to provide electricity to their projects,
we are hopeful that this will present an opportunity to continue the much needed dialogue
on the lack of financial transparency, the lack of short and long term planning, and
misinterpretations with the Distribution System Code as related to the electrification of
new communities in the GTA.



We recognize the complexity of this conversation, and request that BILD, its
members, the appropriate Ministries such as Energy and Municipal Affairs and
Housing, as well as local energy distribution companies and municipalities where
appropriate, and the OEB engage in regular dialogue through the creation of a formal
Industry Roundtable.

This “Energizing New Communities Industry Roundtable” must be a significant, efficient
and effective forum as we collectively work towards the identification and implementation
of solutions to accelerate the provision of electricity to growing communities across the
GTA and province.

This is a forum that should be established imminently, without sunset, to allow for
continued conversation. There are, however, items in the short term that require priority
attention. It is noted that quick action and priority is required to find a solution for all
stakeholders, as request by the Minister, to not further delay and exacerbate the housing
crisis.

e BILD recommends that member representatives, the appropriate Ministries such as
Energy and Municipal Affairs and Housing, as well as local energy distribution
companies and municipalities where appropriate, and the OEB engage in regular
dialogue through the creation of a formal “Energizing New Communities Industry
Roundtable.”

e There are items in the short term that require priority attention. It is recommended
that these be identified and acknowledged, and that quick action be taken to find a
solution for all stakeholders, as request by the Minister, to not further delay and
exacerbate the housing crisis.

e BILD also recommends that the provincial government contemplates its own role
and responsibility to support electrifying new communities and considers delivering
on the need for provincial investment.

e As part of arriving at alternative solutions to electrify new communities, BILD
recommends that the province conduct an economic and infrastructure delivery
review based on, and in alignment with, the current provincial Growth Plan.

¢ We believe that solutions to the challenges of electrifying new communities can be
achieved that strikes a balance between consumer protection and the long-term
growth and sustainability of the energy sector. BILD, therefore, recommends that
the Ontario Energy Board continue its discussion with the industry to examine the
probability of identifying which solutions are appropriate in various scenarios, which
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may include the establishment and implementation of various options at the same
time.

e BILD also recommends that these continued discussions on a development of a new
approach to electrify new communities are guided by a transparent, accountable,
predictable and timely process with outcomes that are fair, affordable and
commercially manageable. All of these principles will help to ensure that energy
infrastructure is delivered on time to meet demand.

INTRODUCTION: CONTEXT & BACKGROUND

Of significant interest to BILD and its members is the following paragraph from the
Minister’s Letter of Direction in reference to “priorities to advance in the near-term”:

‘Housing, Transportation and Job Creation: Our government has ambitious goals to build
at least 1.5 million new homes, new highways, subways and improved rail transportation,
and has also been successful in attracting new jobs to the province, particularly in critical
minerals, electric vehicles and battery manufacturing. With this in mind, it is critical that
the OEB ensures that Ontario’s electricity and gas transmission and distribution
systems are built to support these goals in a timely manner, while protecting
ratepayers. Achieving this goal requires timely decision-making, well scrutinized costs and
a regulatory environment with certainty for proponents. | encourage the OEB to review
electricity infrastructure unit costs in the electricity sector and potential models for
cost recovery that could help to ensure infrastructure costs are kept low and are not a
barrier to growth in our province. | also ask that the OEB review its electricity distribution
system expansion connection horizon and revenue horizon direction to ensure that the
balance of growth and ratepayer costs remain appropriate.”

This section of the Minister’s letter reinforces the following significant themes or directions:

Provincial Objectives:
e The provincial goals of accelerating housing and employment supply
e The importance of the OEB’s energy transmission and distribution system to
support these goals in a timely matter, while protecting ratepayers
e Achieving these goals through timely decision making, well scrutinized costs,
certainty for proponents

Provincial Direction to:
e review electricity infrastructure unit costs and potential models for cost recovery
while keeping infrastructure costs low and not a barrier to growth
e review electricity distribution system expansion connection horizon and revenue
horizon to ensure that the balance of growth and ratepayer costs remain
appropriate.



Ontario, like other jurisdictions, is facing two major social and public policy challenges:
meeting the urgent need of a growing population for new homes and employment areas,
and enhancing Ontario’s economic growth and prosperity through electrification and an
energy transition.

When contemplating these provincial objectives, which are strongly supported by BILD
and its members, weighed against the provincial directions, it is important to note that the
current approach to funding distribution network investments to connect new residential
and non-residential developments is no longer fit for purpose.

The current regulatory framework adheres to an uncompromising application of the
“beneficiary pays” principle and constrains timely investment in distribution infrastructure.
The Minister’s Letter of Direction is right to call for a re-examination of the “balance”
between the costs borne by existing ratepayers and the costs allocated to new growth on
electricity distribution systems.

However, that re-examination must include and extend beyond a narrow focus on the
Customer Connection Horizon and Customer Revenue Horizon employed in the
Discounted Cash Flow model used in the Economic Evaluation Methodology set out in
Appendix B to the Distribution System Code (DSC). Instead, the OEB, stakeholders and,
ultimately, the government need to look more broadly at the full set of rules governing
costs and timing of distribution infrastructure investment. And this includes the rules
about Expansions, Expansion Deposits, Enhancements, and the treatment of First
Contributors.

Accordingly, the following BILD comments will:

e provide an illustration on how the expansion and connection rules adversely impact new
developments;

e considers the principles that should guide the creation of a new approach in association
to the related choices that will need to be made;

e remarks on the several “solution” options presented by the OEB; and,

e set out our recommendations regarding next steps and the best way forward.

As indicated in the onset, BILD members have expressed frustration with the lack of
financial transparency, the lack of short and long term planning, and misinterpretations
with the Distribution System Code as related to the electrification of new communities in
the GTA.



Information gathered from ongoing hydro infrastructure plan discussions between BILD
members and local distribution companies in the GTA have resulted in varying
interpretations, servicing solutions and most importantly, cost to new homebuyers.

In one instance, the servicing solution requires a significant length of new overhead
residential hydro infrastructure at an estimated staggering cost of $80 million to service
the first subdivision. Based on the interpretation of the current OEB governance model
and anticipated new home absorption rate of 750-1,000 units per year, this would result in
a cost to new homebuyers of $20,700 per unit. This includes an alarming capital cost of
$16,000 and interest charges of $4,700 per new home at current interest rates.

In another scenario, the servicing solution includes a combination of new expansion costs
that include overhead expansion infrastructure and new sub-stations at an estimated
aggregated cost to new homebuyers of $15 million to service the overall growth covered
by approved secondary plans. Based on the interpretation of the current OEB governance
model and same absorption rate used above, this would result in a cost to new
homebuyers of $4,100 per unit. This includes a capital cost of $3,000 and interest charges
of $1,100 per new home at current interest rates. For clarity, both scenarios are required to
service large new community/development areas and should be considered differently
than the typical subdivision expansion process.

It must be emphasized that BILD members are community building partners who support
the provincial Housing Supply Action Plan, the government’s goal of significantly
increasing the supply of all housing types in the Province and reducing the regulatory
burden that increases costs and delays for future residents. It is evident based on just
these two examples of many that the financial impact of this current approach does not
serve to meet any objectives of accelerating housing/ employment supply or reducing the
cost burden on the new homebuyer or business.

There are significant industry concerns with the delivery of energy infrastructure for many
sites in the GTA and beyond that have been planned or approved for development. These
concerns have culminated and often go beyond the purview of the Ontario Energy Board.

There are on-going concerns pertaining to requests to developers from local distribution
companies to contribute towards the expansion cost of the electrical infrastructure for
various projects. This is unreasonably coupled with the lack of readiness and planning
from the local distribution companies to provide supply within the expected timelines of



the project. There does not appear to be a direct link between development planning and
long term planning by local distribution companies.

As an example, we are now seeing that local distribution companies are requesting large
infrastructure requirements to meet the needs of large Secondary Plan areas, at the time of
the initial individual applications. BILD members are also faced with the situation of
having all of their approvals in place, only to receive late notifications from the local
distribution company that there are challenges associated to the availability of electricity
for their projects or developments, which were not communicated during the due diligence
or approvals process.

These financial impacts, as illustrated in the previous section, are becoming too onerous,
particularly recognizing that such costs benefit lands beyond the applicants’ lands and for
which there is not a timeline for recovery or adequate compensation. Furthermore, this will
impact new homebuyers, while existing ratepayers will benefit from energy system
improvements.

When contemplating the need for a new approach to electrifying new communities:

[t must be paired with a complete evaluation of who should pay for what, and how.

e Local distribution companies must be part of the municipal planning process and
incorporate long-term housing plans into their long-term system planning,

e |t must also be coupled with an examination of responsibilities, accountability,
transparency and fairness. Existing local distribution companies, existing residents,
new local distribution companies, new resident, system-wide ratepayers and
taxpayers should all be part of the equation.

e The question remains as to how a proponent pays and if it is upfront, in the form of
rates, or in the form of taxes.

e Payment issues for “first payer” (i.e. the first phase of a development project, the
first builder in a subdivision, the first building of a larger site plan, etc.) versus the
entire future development must be contemplated and solved for.

e |t must be determined what is being paid for. For example, is it the enhancement of
the distribution system reinforcement of assets versus the expansion of assets; or
trunk lines to a new community versus a connection to a subdivision for that
community.

¢ |t should be noted that local distribution companies are for-profit organizations that
only stand to benefit financially from the current approach on the backs on new
homebuyers and businesses.

BILD members have also indicated that significant challenges are apparent regarding
transparency in different OEB practices:



e The implementation and interpretation of the OEB rules and regulations vary
throughout the GTA by the local distribution companies. The Ontario Energy
Board’s Distribution System Code sets the minimum conditions that a local
distribution company must meet in carrying out its obligations to distribute
electricity, however, there is no unified interpretation by them.

e There s little to no transparency from the local distribution companies, or public
information made available, regarding the available or existing capacity of the
electrical system for both the existing rate payers and new developments.

e The local distribution company’s formulas for what triggers an addition of assets
and the charges for these assets do not appear transparent.

e There is also uncertainty regarding who is responsible for regulating and confirming
the existing electrical system capacity when a conflict arises.

Through the traditional planning process of Secondary Plans and/or Official Plan
Amendments at the Regional and municipal level, the local distribution companies are
included as an impacted stakeholder. For profit local distribution companies are often
owned by the very municipalities that are conducting the municipal development approval
process. However, compared to the delivery of other infrastructure for new developments,
the local distribution companies claim to be surprised by and unprepared for the size and
scope of new developments which leads to unplanned energy infrastructure and delays
with occupancies. There is a fundamental disconnect which must be examined and solved
for prior to and/or with an examination of alternative solutions to electrify new
communities. The local distribution company needs to be more than a stakeholder and
must be engaged in the detailed long-term planning of these communities.

Also, the length of time that it takes for local distribution companies to plan, design and
construct their infrastructure to support proposed residential, commercial and
employment developments make it extremely challenging to meet occupancy timeframes.

A new and improved, and upfront consultation and planning process should be
contemplated to address this within the current municipal development application
approvals process.

The provincial Housing Supply Action Plan identifies “(a)... confusing and broken housing
development system that’s impossible for people and home builders to navigate and this
has led to a housing shortage and skyrocketing housing prices and rents. The people of
Ontario deserve better. We cannot fix the housing shortage on our own, but we can cut
red tape to make it easier to build new housing for people to rent or own. We will give the



people of Ontario more choice and make housing more affordable. We believe people right
across Ontario and in every stage of life should be able to find a home that meets their
needs and their budget.”

All of the above identified challenges will have a negative impact on these provincial
objectives. We are in housing crisis, in a landscape where it takes too long and costs too
much to build communities, in an environment of red tape, unexpected changes and
government fees that add time to deliver and tens of thousands of dollars to the cost of an
average home and employment space.

The expansion of energy infrastructure is essential to accommodate the increasing
demands of a growing population and to meet the Province's housing targets. However,
the stringent regulations and inconsistent implementation by the local distribution
companies are becoming cost prohibitive, are impacting timelines, discouraging
investment, and deterring land developers from undertaking crucial projects that would
enhance infrastructure and housing supply.

To help meet the province's mandate of building 1.5 million homes by 2031 and the
associated commercial and employment lands to provide Ontarians jobs, we must
collectively tackle the above noted challenges to electrifying new communities.

Ontario’s housing supply crisis is a problem which has been decades in the making. It will
take both short-term strategies and long-term commitments from all levels of government,
agencies and the private sector, to drive change. This now also includes the Ontario
Energy Board and local distribution companies. All of these entities will have to do their
part to be part of the solution to this crisis.

BILD believes that we all have a collective part to accelerate supply of all housing and
employment types in Ontario as we prepare for current and future residents. This includes
other agencies and stakeholders such as Regions and municipalities (often the owners of
the local distribution companies), the Ontario Energy Board, local energy distribution
companies, as well as the provincial and federal government. There must also be an
understanding of the various roles, responsibilities, functions and realities of all of these
parties involved.

At its stakeholder session of April 39, the Ontario Energy Board identified a range of
potential options related to distribution system expansion for housing development and
cost recovery options. These related to the extension of customer connection and revenue
horizons and OEB proposed alternative cost recovery approaches such as a development



charge model, stand-alone rates for new developments, and a revised system
enhancement model to facilitate large new planned communities.

Prior to the removal of the 'Upstream (development) Charge' in 2012, developers paid a
charge for every kilowatt of existing capacity consumer through a new connection made
to the electrical distribution system. This upstream revenue allowed the local distribution
company to contribute toward new infrastructure (i.e., enhancement of the bulk
distribution system and transformer stations). This allowed the local distribution company
to fund new enhancements ahead of the request for connections by developers. The
planning for any enhancement work by the local distribution company was not tied to any
one particular ‘Offer-To-Connect (OTC)’ application, but rather forecasted through the
local distribution company’s capital planning based on early, often and effective
communication with the municipalities and regions.

However, times and systems have changed, have become much more complex, and more
financially onerous. To suggest the reintroduction of a development charge model alone
would not be workable or be sustainable without the examination of a full cost recovery
model, including a solution associated to compensating front-end infrastructure costs. Not
to mention that development charge models are used by not for profit agencies, such as
municipalities. This also means that new electricity supply used for “uses” other than new
residential also have a role to play in contributing to an upgrade system.

Related to extending the connection and revenue horizons, a discussion on this would be
welcome by BILD and its members, and there is merit to extending both. However, it must
be noted that it alone is not sufficient to solve the challenges already described. What is
also required is more appropriate delineation between enhancements/expansions, system
reliability and true connections to sites and subdivisions. Both local distribution companies
and the development industry have a shared interest to increase supply, but it must be
noted that the longer the horizon is, demand will grow so the local distribution company
will also need to provide and plan for the long term supply.

Regarding expansion costs, this requires a complete discussion on who should bear the
enhancement and expansions costs, but also associated to this should be an examination
of other tools for funding. Local distribution companies require more flexibility to plan for,
and fund new investment to electrify new housing and employment developments.

Another tangent to be explored is the nexus between electricity infrastructure planning
and provincial planning documents such as the current Provincial Policy (Planning)
Statement, the Growth Plan, and Federal Carbon Tax targets. All provide comprehensive,
integrated, and ‘whole-of-government’ policy direction on land use planning matters
including:

e Growth management, housing and economic development;



e Infrastructure planning and investment, such as sewage, water and storm-water
management services, transportation, transit, corridor protection and energy
supply; and,

e The reduction of the overall carbon use within a new company.

Energy infrastructure must be delivered on time to meet demand. Ontario is behind on
infrastructure planning and building, and in theory, must ‘catch up’ to the plans for growth
in the provincial Growth Plan. We must align with provincial goals as outlined in
overarching policies. Therefore, as part of arriving at alternative solutions to electrify new
communities, BILD recommends that the province conduct an economic and
infrastructure delivery review based on, and in alignment with, the current provincial
Growth Plan.

BILD also recommends that the provincial government contemplates its own role and
responsibility to support electrifying new communities and considers delivering on the
need for provincial investment.

It is challenging to arrive at one clear solution when recognizing the degree of challenges
associated to electrifying new communities. It is also difficult to assess options when
understanding that many have significant cost implications for the new homeowner,
and/or potentially unfair and unequitable cost burdens on the first entity required to
provide power to the initial phase of a development or project. Costs for existing and new
ratepayers must be balanced. Fairness and affordability for ratepayers and homebuyers
must be contemplated. Any alternative to the current connection approach must
recognize, and move to eliminate the above noted burdens.

BILD believes there is merit to discuss a financial mechanism where a developer can invest
and is assured of the return of their investment towards the expansion work required by
local distribution companies. However, this is not to suggest that the developer is leading
long-term planning with the local distribution companies. The goal should be that
municipalities and the local distribution companies lead the planning of its infrastructure, in
consultation with the industry to ensure alignment of these long term growth plans.

To reiterate, we suggest an Industry Roundtable for meaningful dialogue and for quick

action in partnership with the province and all stakeholders. This forum could begin to

examine a collective solution that (but is not limited to):

¢ allows the local distribution companies to plan regarding the expansion of their
infrastructure to accommodate growth in a timely fashion and meet provincial housing
mandate

e begins to examine a financial mechanism where a developer can invest and is assured of
the return of their investment towards the expansion work required by local distribution
companies



e could provide a forum to discuss concerns within the Distribution System Code that
includes: enhancement, expansion, general load growth, and connection horizon
definitions

e could be a forum for discussions around a transparent funding model that includes initial
and long-term financial impacts for all stakeholders through the assessment of new
infrastructure costs

We believe that a solution can be achieved that strikes a balance between consumer
protection and the long-term growth and sustainability of the energy sector.

BILD, therefore, recommends that the Ontario Energy Board continue its discussion
with the industry to examine the probability of identifying which solutions are
appropriate in various scenarios, which may include the establishment and
implementation of various options at the same time.

BILD also recommends that these continued discussions on a development of a new
approach to electrify new communities are guided by a transparent, accountable,
predictable and timely process with outcomes that are fair, affordable and
commercially manageable. All of these principles will help to ensure that energy
infrastructure is delivered on time to meet demand.

We recognize the complexity of this conversation, and recommend that BILD, its
members, the appropriate Ministries such as Energy and Municipal Affairs and
Housing, as well as local energy distribution companies and municipalities where
appropriate, and the OEB engage in regular dialogue through the creation of a formal
Industry Roundtable.

Ontario’s housing supply crisis means too many people are unable to find a home that
meets their needs and budget. BILD members agree with the government’s goal of
significantly increasing the supply of all housing types in the province and reducing the
regulatory burden that increases costs and delays for future residents. A solution in
addressing this crisis and improving affordability is to ensure more supply is created and
readily available, and looking for alternative solutions to electrify new communities for
Ontario’s residents must be a part of that conversation.

The Ontario Energy Board’s consultation as related to the new provincial Letter of
Direction is a welcome one. BILD and its members are significantly interested and effected
stakeholders who are eager to work with the Ontario Energy Board and all interested
parties. We are committed to being a part of both short and long term solutions,
recognizing that this is the start of what we hope are effective and productive
conversations.



BiLD

Thank you again for the opportunity to submit these preliminary comments We trust that
you will take them into careful consideration and we look forward to additional
conversations and additional stakeholder input as we collectively move forward to finding
sustainable alternative solutions to electrifying new communities for future residents of

Ontario.

Sincerely,

Paula J. Tenuta
Senior Vice President, Policy & Advocacy

* kK

With more than 1,700 member companies, BILD is the voice of the home building, land
development and professional renovation industry in the Greater Toronto Area. The
building and renovation industry provides more than 231,000 jobs in the region and $26.9
billion in investment value. BILD is proudly affiliated with the Ontario and Canadian Home

Builders’ Associations.



