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Wednesday, April 23, 2014

--- Upon commencing at 9:33 a.m. 

     MS. LEA:  Good morning, and welcome to the second technical conference for the Hydro One Distribution rates application.


Perhaps we could begin with appearances.  I think Mr. Rogers is here today for the applicant.


APPEARANCES:

MR. ROGERS:  Yes, thank you very much, Ms. Lea.  My name is Don Rogers, and I'm counsel for the applicant.  With me to my left is Mr. Al Cowan, who is director of major applications for the utility.


Could I introduce the panel now too?  Would that be useful, Ms. Lea?  We have four people here in the panel to answer your questions today.

The first, starting from the left, is Mr. Marc Clement, and Mr. Clement is the distribution superintendent, provincial lines.

Next to him is Mr. David Adams.  Mr. Adams' position with the company is director of customer care.

Next we have Mr. Paul Brown, and Mr. Brown is the director, distribution asset management.

And last but not least we have Mr. Ryan Lee.  Mr. Lee's position is director, management accounting.

They will try to direct your questions to the appropriate panel member at the appropriate time.


I should say as well, Ms. Lea, just in introduction, that the panel does have a short slide presentation or presentation to make outlining the evidence in their areas once all introductions have been made.  

     MS. LEA:  Thank you, Mr. Rogers.


MR. ROGERS:  Thank you. 


MS. LEA:  So proceed around the room, please, with appearances. 


MR. BERTOLOTTI:  Alfredo Bertolotti, representing the Power Workers Union.


MS. POWER:  Vicki Power, Society of Energy Professionals.  


MR. DUMKA:  Bohdan Dumka, Society of Energy Professionals.

     MR. RUBENSTEIN:  Mark Rubenstein, counsel to the School Energy Coalition.

     MS. LEA:  Mic not working, Mark?  You have to cooperate up there.

     MR. RUBENSTEIN:  It's not me that's not cooperating.  Mark Rubenstein, counsel to the School Energy Coalition.


MS. LEA:  Thank you.  

     DR. HIGGIN:  Roger Higgin for Energy Probe.


MR. YOUCH:  Brady Youch, Energy Probe.


MS. MORRIS:  Tessa Morse, of the Ministry of Energy.


MR. PUGH:  Randy Pugh, Ontario Power Generation.


MR. GARNER:  Mark Garner for VECC.  

     MS. GIRVAN:  Julie Girvan, consultant to the Consumers Council of Canada.

     MS. LEA:  I'm Jennifer Lea, with Board staff, and with me to my left is Leila Azaiez, to my right Harold Thiessen, along the back David Richmond, Ceiran Bishop, Stephen Cain, Lisa Brickenden.  Thank you.  


Mr. Rogers, your panel has a presentation for us?


MR. ROGERS:  Yes, Ms. Lea, thank you very much.


Mr. Cowan reminds me that, I think we handed out hard copies of the presentation.  Could you give me an exhibit number for that, Ms. Lea, please?

     MS. LEA:  Yes, we're labelling the technical conference exhibits with the prefix TC, and this is the technical conference day 2, so it will be TC2.1. 

EXHIBIT NO. TC2.1:  HARD COPY OF WITNESS PANEL PRESENTATION.
     MR. ROGERS:  That's a logical system.  Thank you.  I've been also reminded that this is being filed electronically.  

     MS. LEA:  Thank you.  

     MR. ROGERS:  All right.  Could I ask the panel then to -- in the order of the slides, to outline the evidence?  Thank you.


PRESENTATION BY WITNESS PANEL:
     MR. BROWN:  Thank you.  Well, I guess I get to start off.  It's Paul Brown.  I'm going to direct you to slide number 4 after my introduction page, and this filing is really to provide -- or this piece is to provide an outline and an overview of the asset management planning process that we go through to prepare a bottom-up view of our asset needs and customer feedback through prioritization of investments using a risk-based approach.


The evidence can be found in Exhibit A, tab 17, schedule 2.  And it also includes the development of consolidated budgets and business plans and rate-filing documentation that is all approved through the internal leadership of the organizations through to the board of directors within Hydro One.


Exhibit A, tab 17, schedule 3 describes the investment plan development that categorizes investments into sustaining development, operations, customer service, and common corporate investment areas.


Exhibit A, tab 17, schedule 4 describes the risk-based investment prioritization process, and these processes collectively provide rigour.  The best investment decisions are being made for our customers.


In terms of the format of presentation, our evidence has been mapped in Exhibit A, tab 7, schedule 1 to the chapter 5 areas, and the value for the Board and Hydro One to maintain this presentation of our evidence in this format is that it allows for linkage to historical spending and programs, so we can see where adjustments have been made and to ensure Hydro One delivers on the plans.


Next slide.

In terms of managing distribution assets, we have system investment strategies to ensure safe, reliable and efficient prior delivery and to create value for our customers.  We developed projects and programs to address customer and system load growth needs to renew our assets at their end-of-life and to ensure public and worker safety and service continuity.


These programs maintain fourth-quartile reliability and improve efficiency.  They modernize the distribution system to add customer value, and they effectively respond to unplanned system events.


Next slide.

I just wanted to quickly discuss the asset risk assessment process in Exhibit A, tab 17, schedule 7.  There has been lots of discussion about our asset analytics tool, and I'll show you a bit on that in just a moment.  However, the asset analytics tool is really a method by which we execute the functionality described within the asset risk assessment.


In past filings we've used an asset condition assessment.  However, the asset risk assessment is a better process.  Asset condition assessment basically looked at a small subset of assets, determined their condition, and using age-based demographics came up with a system view.


We now have up-to-date asset information for all of our assets, so the asset risk assessment is much more comprehensive and accurate.  And high-level outcomes from the asset risk analysis process are documented in Exhibit D-1, tab 2, schedule 1.


One of the main challenges we used to have was effectively identifying and prioritizing our investments.  With a large network and asset base, there is an awful lot of asset data to gather.  To make effective decisions, both in terms of maintaining the assets and renewing them at their end-of-life, this asset information must be directly, readily available to planning staff.


Historically, much of this asset information was held in various record formats, and planners had to spend most of their time just gathering and manipulating data.  We now have institutionalized knowledge and increased consistency and transparency on decision-making by collecting, displaying and analyzing this information through asset analytics.


With our asset analytics project, we have rationalized countless databases and built 19 interfaces with source systems.  And I'm going to give you just a quick demonstration of the tool in action.


You're going to have to bear with us just for a moment on this one, because I've got to get a little closer to the screen so I can see what's going on.  And I would encourage you to take a look.


Okay.  Can you start it up?

So what you can see here displayed on the screen is a geographic display of all of the stations that we have in Ontario, the distribution stations.  And what you see here is how most of the assets are actually physically located in southern Ontario, and very few are in the vast expanse of northern Ontario.


Start it up?

So for each of these stations, we have multitudes of different types of equipment that are found in them:  Breakers, buses, fuse, transformers, reclosers, surge arresters, all kinds of different equipment.

Along the top and the bottom half of the screen, you're going to see a bunch of headings like "Condition," "Demographics," "Economics," "Performance."

Off to the right is "Utilization"; there’s a couple of others that didn't quite fit in the demo here.

But as you can see, what we've done is we have scored the population of those assets based on all of these different factors.    

So what we're going to do now is we're going to drill down a little bit further and show you the various types of transformers that we have at those stations.  These are categorized into the various voltage levels that serve our customers in those local areas, and in the middle 

you can see the quantities of assets that we have, again under "Condition," "Demographics," "Economics," "Performance," "Utilization," and so forth.

So you can see how we have scored those things, whether they are a blue for outstanding, green for good, yellow for cautionary, red for poor condition.  So those are the scoring colours that we use for displaying on the screen for the planners.

Can you move forward, please?

Furthermore, what we've done for planners is we've been able to have equipment experts provide some informational tools associated with those assets.  This one in particular shows us a repair versus replace decision-making tool.  So if one of our transformers failed and we needed to decide whether or not we had to put a new one in its place, or send it away to be repaired, you can see there's costing information that says it's this much to repair, or it's this old, and it gives a little bit of dead band where we might want to take a bit of a closer look.  

Suffice it to say that if it's more expensive to repair than it is to replace, then those curves are shown based on how much life that particular transformer has exhibited.

Move forward.  

So what we're going to do now is we're going to do a little bit of a drill-in to a little more local area that shows some of the distribution assets at the station and poles level.  It takes a little bit of time to zoom in here, but we're going to go into a little location 

called Croydon.  

On your left, you can see we have those same kind 

of risk factors: condition, demographics, economics, performance, utilization criticality, and the bottom one is actually a composite score that factors in all of those 

elements together.  

So this is what it looks like from a demographics perspective.  You can now see that we have populated the poles and the lines that come out of Croydon DS.  You can see there's a bunch of them that are green, little green dots.  There's a green pole which is probably fairly young in its age, whereas the red ones are probably more aged assets.  And this is just the demographic profile.

Move forward.  

Here on the left, you can see that there's quite a number of older poles, and to the south of the intersection there's some further red poles.  

So now we're going to turn on the performance layer.  Performance takes a look at the reliability outage statistics from our databases, and says:  Are these 

assets performing well or poorly?  

So you can see the blue line there suggests that we've had very good performance from the assets along the east-west line from Croydon.  However, there's a tap 

that runs to the south that's had some poor performance.

Can you move forward?  

So now what we're doing is we're actually turning on a criticality layer.  The criticality layer actually considers the number and types of customers that are connected to those various assets.  And as you can see, the tap that runs south out of Croydon there is also a very critical line in comparison; in other words, it has more customers attached to it.

Move forward.  We didn't reach the end there, did we?  That is fine; I think we’ve illustrated the point.  

This is the basis which we use to determine where investment requirements are, and we're able to take a look at this all at a glance in the specific geographic area.  So it's a very powerful tool for us.  

     MS. GIRVAN:  Can I ask a quick question?  I think we talked a bit about this in the stakeholder consultation, but it seems impressive from my perspective.  

How do you update it, and how does that all work?  How stale -- like we just looked at Croydon.  How do we know that, for example, that the state of that particular area 

is what it is in the diagram?  

     MR. BROWN:  There's a couple things that update at various timeframes.  Basically, what we do is load up a current sheet when we're doing our investment planning process.  And as planners go through and do a particular project, they will upload recent data, so that they're working with the various -– you know, the latest and 

greatest information for that particular project that they're working on that day.  

So from an investment planning perspective, we snapshot it in front of doing the overall planning, and for planners doing their individual jobs, they snapshot it as required for that particular area.  

MR. GARNER:  I'm not sure I understand, and I 

have a couple questions about it.  

But take the example you just had of Croydon, the line that you were showing.  How are you able to determine that, in fact, the current status of that line is critical, as opposed to somebody repaired it and did some work on it and therefore changed the status?  

How is that updated -- do you know what I mean? -- so you know that in fact that information is relevant right now?  

     MR. BROWN:  We can run an update at any time we want to, and load it with current data.  

     MR. GARNER:  But what I'm asking is -- so the asset stays at that level until a crew comes in and makes a change.  And then does the crew actually input new data into the system at the time of any asset upgrade, so that it's up-to-date?  

     MR. BROWN:  Yeah, so crew repair work, whether they replace a pole, do a cross -- do a transformer change, those things are all done through our work management systems and SAP, which is one of our linkages to this tool.  

     MR. BROWN:  So it would update it, then?  So if they replace four poles in there -- is there a way in that system to understand when the last piece of work was done on that line, for instance?  

Is there a way for you, when you're looking at it, to say:  Yes, I know what was done last?  

     MR. BROWN:  We can drill into the exact date a transformer was changed, for example.  

     MR. GARNER:  I had another question, and I probably should have asked it when you had it up.  But I was having a little bit of difficulty understanding a scoring method for the different categories.  

So it seemed to me that when you were showing the asset condition, you had, you know, flags for yellow, green, whatever, which were intuitive.  But I didn't 

understand what's the demographic –- the meaning of "Demographic" was and how it was scored, or the meaning of "Economic" or how it was scored.

Can you help me with that?  

     MR. BROWN:  I can probably give you about an hour's dissertation around some of that.  However, I think what I will do is I'll suggest that as the folks do their patrols and determine any defects -- they do an analysis on a pole, for example.  They take a view of a pole and they'll document the things that are corrective in nature.  That goes into our SAP system, and gets uploaded through into the asset analytics.  

The criticality piece you just mentioned, about any changes to whether we put a new customer onto that line or take an old customer off that line, gets updated in our GIS system and then gets reflected in the asset analytics tool.


There's a lot of different things we do in testing, and they're all uploaded through SAP and GIS and outage management systems in the tool.

     MR. GARNER:  Well, maybe, sir, one final question on that, maybe just on the most simplistic basis.

Asset condition is intuitive.  I think I understand what that means, but I don't know what it means when you're saying an asset has a demographic or an asset has an economic, you know.  What does that mean about the asset?  

     MR. BROWN:  So the economic piece of it is intended to display when our assets are starting to become expensive to maintain.  

     MR. GARNER:  Okay.  Thank you.  

     MR. BROWN:  And the demographic is the age bucket that they fall into.  

     MR. GARNER:  Right.  Thank you.  


MS. LEA:  Please continue, gentlemen.

     MR. BROWN:  Next slide?

So I'm now going to discuss the sustainment development operations and customer services OM&A expenditures that are critical to attaining our goals to deliver safe and reliable and efficient power while delivering value for our customers.


These are found in the evidence in Exhibit C-1, tab 2, schedule 1, and the details for these investment areas can be found in Exhibit C-1, tab 2, schedules 2 through 12.


Next slide.

So what's driving changes to OM&A costs?  Aging assets and systemic problems, large-scale testing of transformers for PCB contamination, and an increasing focus on defect corrections while looking for long-term optimization and maintaining fourth-quartile reliability are driving changes to the OM&A cost picture.


Addressing the vegetation management backlogs and maintaining an eight-year clearing cycle is a big component of some of the uptakes in the sustaining investments from 2015 through to 2019.


When you see some of the pictures such as these, it's not hard to imagine that the shorter forestry cycles lead to both reliability and cost benefits, as the next cycle of trimming is much less work than what you see here.


Detail on our forestry plans are found in Exhibit C-1, tab 2, schedule 2, page 31.  Many of our areas are now on an eight-year cycle, and we do see cost savings for those areas as we go through the next cycle.


The costs to achieve this cycle across the entire system are significant in the short term, since there is a backlog of complex areas such as those shown above in the pictures.


To realize savings over the longer term, this backlog should be addressed without compromising good progress in other regions.  And to be successful, a large ramp-up is needed for a few years to deal with this.


In terms of the capital expenditures for sustaining development, operations, customer services, and customer --

sorry, corporate common costs, these are summarized above, and the detail around these investments can be found in Exhibit D-1, tab 3, schedules 1 through 9.


Sustainment capital expenditures are largely driving the increases due to the bow wave of aging assets.


As I mentioned, the aging asset issue is a problem for us.  We have an increasing number of wood poles that are coming to the end of their life.  We have a lot of distribution stations that are also coming to their end of life.  And we now have a bunch of PCB-contaminated equipment that is also going to need to be replaced in order to meet government regulations.


Once again, our plan is to look for long-term cost optimization while maintaining fourth-quartile reliability with some targeted local area reliability improvements.


Talking about the wood poles, sustainment capital for lines is increasing due to the aging demographic, so the poles on the network.  Our end-of-life pole replacements must go up by almost 5,000 units per year to mitigate the risks of pole failures.


Details on our pole replacement plans are found in the evidence under Exhibit D-1, tab 3, schedule 2 on page 24.


While pole failures can impact reliability, they pose a greater public safety risk that must be managed and are more costly to replace in an unplanned manner.  The above pictures are some of the old poles on our system that are planned for replacement.


Distribution station sustainment expenditures are also increasing to manage the assets effectively.  The deteriorating condition of these stations has been confirmed from our maintenance, testing and monitoring.  Transformer failures are increasing and will continue to rise unless we increase our renewals to approximately 40 stations per year.


Once again, I would refer you to the details on this that is contained in the evidence under "Asset risk assessment" in Exhibit D-1, tab 2, schedule 1, section 2.1, and in Exhibit D-1, tab 3, schedule 2, section 3.  

     MR. ROGERS:  Thank you, Mr. Brown.


Mr. Clement, I guess you're next.  Could you lead us through your area, please?


MR. CLEMENT:  Yes.  Slide, please?


The work execution improvements include increased work bundling and outage optimization, so that's optimizing the work between the different groups such as line stations and forestry for the outages, and maximizing number of assets within every outage as well.


The work program releases is a great advantage to go from single- to multi-year releases.  It helps us with planning the work, long-lead materials orders, time to coordinate with the other groups and set the outages, and also consider the time of the year in a lot of the places that we do work in the province.  It's quite an advantage to do the work in the winter and set winter roads, and doing -- having multi-year releases helps us to plan it that way and save some costs in doing the work at that time of the year.  

     MS. GIRVAN:  Could I just ask a quick clarification question?  Sorry.  What's a work program release?


MR. CLEMENT:  That is the work that's released from Paul's group, asset manage -- for the field for the work execution.  So he would tell me: Here is the work release, probably related to asset analytics for the year.  I do the work execution.  

     MS. GIRVAN:  Okay.  So you look at the asset, analyze, and you decide what the higher priorities, critical issues that you have to deal with, and develop a program and then send it out to the field, and that's what you're talking about?  Okay.  Thanks.  

     MR. CLEMENT:  Work prioritization is the better process for setting priorities in assessment of asset risks.

Strategic sourcing ensures contracts are in place for long-lead items, materials, and increases the effective bulk purchasing, and there's improved logistics support.


Some examples for the work execution and vegetation management.  Efficiency is gained through increased use of herbicides and mechanical brush control, flexible workforce through the use of Hiring Hall in apprentices.  And the Hiring Hall is a seasonal workforce that normally comes in every year between April and November, and they're normally about twice the number of staff as a regular staff in forestry.  They're mainly labourers with the cheaper resource, a different classification than the foresters, and they complete a lot of the brushing operations.  


Trouble calls.  To reduce the number of unnecessary crew dispatches by integrating smart meter data with the outage management system to confirm outage locations, this is something that is -- applies to trouble and storms or confirms the outages in real time.  Before that, by using the smart meters, we can actually see where the power is on right to the customer.

Before that, we used to have to depend on the customer calls, and we actually modelled a lot of the response for trouble calls in storm responses, and there was a little bit of guesswork to that.  It's much more efficient now using the smart meters.  

Storm response and GIS mapping of the entire 

distribution system allows for efficient staff dispatch and reduces maintenance costs.  

In our GIS system, we have GPS coordinates for about every distribution asset that we own, which is meters, switches and transformers, and that allows to us have much better dispatching using GPS navigators that every vehicle has.  And what that does, especially in storm mode or when we have external crews, it allows them to go directly to where the problem is.  In the past, we used to have extra staff guide them through these locations, but now everybody is autonomous and on their own to be able to respond.  

Smart meter deployment for power restoration and 

nested outage.  An example of that is that we started, on a pilot basis, again using the smart meters as -– pinning the meters as we enter storm response, storm restoration, just to make sure the power is back on.  

Historically, we would have to call the customers using a lot more staff.  So it is a lot more efficient using the smart meter, and we are in the pilot station for that at this moment.

Thank you.  

     MR. ROGERS:  Mr. Adams, could you address customer care, please?

MR. ADAMS:  Thank you.  And good morning.

I'll speak to two sections, primarily: the "Voice of the Customer," Exhibit A-5-1, and the customer service OMA&A, Exhibit C-1-25.  

So "Voice of the Customer."  The exhibit is intended to relay a process that we've been using for some time that I've labelled as "Listen," which is really looking at research and various ways of understanding customer sentiment and drivers for satisfaction for the company that lead into our action plans, our business planning and our investment planning.  And I think we've laid that out in this exhibit and correlated into the planning exhibits that Paul talked about, where we can look at focusing, as one of the areas that we use to develop our plans and manage risk is what the customers are letting us know through that research.

And then, of course, deliver to those plans, and because the research is ongoing and the surveys are ongoing, we have an opportunity to measure and track how things have gone in certain areas, depending on the area of the investments.  

The exhibit also tries to lay out and describe the types of research that we do, and various other ways that we connect with our customers, such as our formal survey research that's done by independent third parties on targeted groups of our customers, whether they be residential, small business, and maybe on the larger business commercial side.  

We also do a number of transactional surveys, sort of post-execution of the work.  For example, in the call centre, we'll research customers who have recently called in to the call centre about their experience in the call centre, is one example.  

We also do some higher impression and brand research, and then, when we're at events and out in the communities we serve, there's an opportunity to speak with our customers and learn there as well.  

There is also in that exhibit a number of areas demonstrating the levels of areas that customers are looking to have us focus on.

One of the areas around our residential and small business customers is where customers have rated us 3 or less on the score, which is -- we call it a dissatisfied score overall; we'll ask them what issues or concerns that they had that led them to that rating.  

And this is what that table in the exhibit is trying to outline, is when they have been dissatisfied, what was the area that they most were concerned with.  And rates and prices and reliability ring true for our customers.  

Some examples we tried to pull together here around some of the main drivers of satisfaction: maintaining or reducing the bill, reliability and power quality and outage handling, and the last one being communications and staying in touch with --

     MS. GIRVAN:  Sorry, the last slide, where is that in the evidence list, the results of that?  

     MR. ADAMS:  I can point you to that.  Just give me one second, Julie.  

So the exhibit is A-5-1.  And you're speaking to 

the table of the --

     MS. GIRVAN:  Yeah.  

     MR. ADAMS:  On page 5, table 2.  

     MS. GIRVAN:  When was that done?  

     MR. ADAMS:  These results would be for 2013, and it would have happened over two waves, one kind of spring-ish and one fall-ish of that year, a combined score.  

     MS. GIRVAN:  Thank you.  

     MR. ADAMS:  You're welcome.

So some examples of where we have used some of the information gathered from our customers in this slide -- I won't speak to all of them in the slide, but our common corporate cost reductions through some controls, regular headcount reductions over this planning period, are some examples where we're looking to contain costs and provide value back to customers.  

On the reliability and outage handling side, we can see some of the smart grid investments that are being made will be levered in the future.  We're targeting investments in areas that are most -- as Paul laid out -- most needing to be addressed: education, management and pole replacement, as well as critical areas, to address those concerns, which is at the core of the service that we're providing, obviously.  

And the communications and staying in touch, being more proactive in leveraging notification alerts to customers that would like to receive information that way, consulting with the forestry crew before we go in and do work in populated areas, will be examples of where we're looking to leverage that information for our customers.  

Moving to the customer service OM&A side, again Exhibit C-1-25, we can see here on this slide that over the test years, we're looking to have a reduction in cost, and trying to outline for you here -- I know there was some interest in some cost unit type information from 

the first technical conference.

And if we do the math from 2012 -- and I use 2012, which isn't on here, as a year that was prior to our CIS implementation, which we would call a more normalized period of cost.

We can see that on a cost-per-customer basis, the costs are declining from $93.20 per customer in 2012 down to $86.00 per customer in 2019.  

The other area I thought was of interest would 

be that 60 percent of the costs in this area are set through competitive external RFP, through either an outsourcing agreement or other third-party contracts, to deliver some of our services.  

     MS. GIRVAN:  That 93 versus 86 is just in the area of 

customer service?  

     MR. ADAMS:  That's correct, the customer service OM&A displayed in the tables.  

     MS. GIRVAN:  And that's in operations?  

     MR. ADAMS:  It would cover things like our outsourcing for call centres, billings, collections, as well as internal labour costs, meter-reading, those types of things.  

Just in summary on this, you can see what the 

OM&A covers there, in terms of customer service areas and so on, conservation demand management, is that we're looking to reduce costs, primarily due to the benefits of our CIS implementation and the outsourcing contract re-tendering, which is going on right now actively, and to an extent, the smart meter maturity and fewer manual reads required for meter reads or customer billing.  

We are also showing an increase in spend around customer experience to better shape our ideal vision for 

customer experience, and do deeper analytics around customer preference and process improvements to deliver that enhanced service over time.

Thank you.  

     MR. ROGERS:  Thank you very much.

Mr. Lee, could you address the issue of common corporate costs for us, please?  

     MR. LEE:  Of course.  What are corporate common costs?  Consistent with our previous transmission and distribution applications, our corporate common costs cover both OM&A and capital.  

Corporate common OM&A consists primarily of the corporate common functions and services, asset management, information technology, and cost of sales.

Embedded in the corporate common functions and services include HR, finance, legal, and facilities in real estate.


Our corporate common capital consists primarily of transport work and service equipment, real estate, and information technology.


So on this slide you can see our total corporate common OM&A and capital costs and the allocated distribution portions, so these DX portions are -- for the OM&A side are portrayed in C-1-26 and the capital in D-1-36.


Now, what we show here is a trend of that distribution allocation of corporate common costs over the total OM&A for distribution, which is the denominator being on slide 8, which is our total OM&A costs.

So as a percentage, you can see that we decline from 17 percent to 10 percent over the '13 to '19 period.  Like, our corporate common cost is a proportion of our total only, so you can see that it's a downward trend.

Similarly, on the capital side you can see that it trends downward from 19.7 percent to 12.3 percent.


And to provide some further costs/trend analysis, we actually took some information embedded throughout the evidence.  So as you can see footnoted here, we have our regular staff, total staff numbers, our customer numbers, and you can see those are -- so our staffing numbers are from C-1-32 and our customer numbers from A-1-62.


So similar to what David had prepared on the customer side, we looked at our DX work program per customer, so using our work program numbers, being our total OM&A and total capital from the exhibits as footnoted, using that as the numerator and the customer number as the denominator, you can see that our customer -- our cost per customer is going down from 984 to 949 over this period.


And looking at the corporate common costs as our overhead costs, you can see that our overhead costs are actually reducing, in terms of cost per regular staff, from 18,752 to 12,460.  And you can see the same decline in our total staff number -- total staff, as well as our common corporate cost per customer going from 81 to 47.  

     DR. HIGGIN:  Can I have a question, please?  Roger Higgin.  The question is on the last slide that you were just discussing, in terms of regular staff and total staff.  Just a question is:  In those numbers, is there a count for casual employees?

That is, if you look at your data, there has been a big increase in casual employees, starting in 2013, and do those numbers include the almost 800 additional casual employees that you have added to since 2013 and going forward?  

     MR. LEE:  So I believe you're referring to C-1-32, our staffing exhibit?  Is that... 

     DR. HIGGIN:  That's correct, yes.  Pages 1 to 5.  Yes.  

     MR. LEE:  So our -- yes, so to answer your question, the total staff numbers right here agree to that exhibit, and they do include that almost 800 temporary staff -- or casual workers, as you put it -- in this number.  

     DR. HIGGIN:  So when you're looking at headcount, do you include everybody or do you include regular staff when you do your comparisons?  That's my second question.  

     MR. LEE:  Sorry, can you clarify your concern?  

     DR. HIGGIN:  So if you're doing headcount, number of staff, either in FTEs or whatever you want to use as the parameter, do you include the casual staff in that headcount, or do you only head-count regular staff and therefore do comparisons year-over-year for regular staff, which, as you said, are going down over the period?  

     MR. LEE:  We look at both.  We look at both the regular and non-regular total staff complement.  

     DR. HIGGIN:  So when I look at numbers that you just outlined, saying regular staff are going to go down -- whether it was you or one of the other -- am I looking at total or am I looking at regular staff, not including casual -- the 800 casual employees?  

     MR. LEE:  You would be looking at regular staff if you're not -- if you're -- when we look at regular staff we exclude the casuals; when we look at total staff we include the casuals.  

     DR. HIGGIN:  Okay.  So that's a subtlety that we have to look at in terms of trends that you're projecting, is there would be, for example, a decrease, as you've outlined, in regular staff going forward.  However, there could be an increase in casual staff?

     MR. LEE:  That's correct.  

     DR. HIGGIN:  Okay.  Thank you.  

     MS. GIRVAN:  Just to follow up, on this schedule, what's the difference between regular staff and total staff in this?  Is it the difference between adding the 800 -- it's...

     MR. LEE:  So regular staff employees are, I guess, eligible for pension.  I think that's one of the --

     MS. GIRVAN:  Permanent?  

     MR. LEE:  They're permanent staff, correct.

     MS. GIRVAN:  Okay.  And the others are either contract or part-time?

     MR. LEE:  That's correct.  Hiring Hall apprentices --

     MS. GIRVAN:  And is that done on the basis of, like, FTEs?  Or that's just the total cost, I guess, of...

     MR. LEE:  This is the total number.  


MS. GIRVAN:  Okay.  

     MR. COWAN:  Mr. Lee, may I?  It's Ted Cowan.  I'm with Federation of Agriculture.


With respect to the table -- and I think this is either me, or maybe it is a problem.  On the bottom three lines, in particular "Regular staff" and "Total staff," I would have thought total staff would always be larger than regular staff, as it includes the temporary, but in this case "Regular" is larger than "Total" in each column.

As in 2013, you have 18,752 regular and a total of 12,529.  Are they inversed?  

     MR. LEE:  Let me clarify, Ted.  I believe that's the DX common corporate cost per regular staff.  So --

     MR. COWAN:  Oh, those are dollars, not people?  

     MR. LEE:  That's correct.  That's taking the corporate common cost --


MR. COWAN:  Oh, I apologize.


MR. LEE:  -- shown in the previous slide, using -- and then dividing that by the total regular staff.  

     MR. COWAN:  So even still, the total dollars are less for total than for regular?  It's dollars rather than people, but I still would have thought the total would have been higher than the subtotal.

     MR. LEE:  No, we're spreading those costs over more people, so there's a larger --

     MR. COWAN:  Okay.  So it's actually a quotient, not a total?

     MR. LEE:  It's -- they're showing our move towards redirecting overhead staff into direct work.  

     MR. COWAN:  Okay.  My apologies.  Thanks for the clarification.  

     MR. RUBENSTEIN:  I just had a question about the chart and how you're calculating regular and total staff.  So is this -- it's on a headcount basis?  Is this what I understood?  And how do you define headcount?  

     MR. LEE:  Headcount?  I guess we would say if you are on payroll, our snapshot is at the end of the year for regular staff.  

     MR. RUBENSTEIN:  All right.


MR. DUMKA:  I've got a question for David.  And going back to the slide, I think you flipped up, with the customer service cost going down from 137 million in 2013 down to 115 million -- I didn't pull out my calculator, but it's roughly a 15 percent decrease.  Then you have costs per customer declines from 93 in 2012 to 86 in 2019.


What confused me is when I look at the customer figures on the slide, the last slide that Ryan flipped up, I see the customers are going up roughly 100,000 between 2013.  I realize the figure you have here in cost per customer is 2012, but I'm just kind of surprised that the figures that you have, the decline is 7 percent, whereas looking at how much the customers have gone up over that period and how much your costs have declined, I would have expected far larger decrease than 7 percent.


I'm just wondering where the magic is with the numbers, because I think you're understating your decline.  

The only thing I can think of is if, for some reason in 2012, you had a different, far higher number of customers or something like that, and your total cost was a lot greater than 137, that's sort of the -- I can't quite make the numbers work.  

     MR. ADAMS:  The customer numbers have not decreased.  They have been on a fairly steady rate of growth over the period of time.  

In 2012 –- I think again I will try to clarify.  It was a long question, so hopefully I get to your answer.  

MR. RUBENSTEIN:  Basically what I want to know is –- because the customers have gone up, the costs have gone down.  Why has the cost per customer only decreased by 7 percent from 2013 to 2019?

I don't have the 2012 numbers here --  

     MR. ADAMS:  Would it help if I told you the –-

MR. RUBENSTEIN:  Sure.  I just want to see -- you would have to have had a -- I don't know where your numbers would have been in 2012; I guess lower cost in order for the decrease from 2012 to 2019 to be only 7 percent.  

     MR. ADAMS:  I think the costs were approximately 117 million in 2012.  

MR. RUBENSTEIN:  Okay.  So that's one.  Okay.

     MR. ADAMS:  That's why I picked that number, because '13 and '14 were so influenced by the ramp-up required for the CIS, to normalize back to what the levels were and then the decline from there.  I think that should help.  

MR. RUBENSTEIN:  Yes, that's it.  Okay.  Thanks.  

     MR. ROGERS:  Is that it, gentlemen?  I think you're through?  Ms. Lea, over to you.


QUESTIONS FOR WITNESS PANEL:
     MS. LEA:  Thanks very much, Mr. Rogers.

Board Staff sent its questions some days earlier, to give a bit of a preview of what we were thinking about.  As you'll see on the first sheet of the Board Staff questions, I have some fairly -- what I would describe as pedestrian questions about the form of your distribution system plan.

My much better-informed colleagues are going to deal with the substance of the plan.  I want to deal with the form initially.  

Now, you indicated in your evidence that you have not filed a distribution system plan in the form under the section headings that was contemplated by the chapter 5 filing requirements.  

Instead, you've chosen to provide a mapping of the evidence to the chapter 5 section headings, and this is contemplated right in chapter 5 at page 9.  They say if you're in the -- not going to file it in the form of this filing requirement, please map your sections to the filing requirement.  

In Exhibit A, tab 9, schedule 1, you've given us two reasons for your choice here.  One was to facilitate a comparison with previous applications, and the second was to provide a better match to the company's internal investment planning system.

Were there other reasons why you chose to present your evidence in this fashion, as opposed to using the 

headings in chapter 5?  

     MR. BROWN:  I believe those were the main reasons.  

     MS. LEA:  Okay.  And I wondered if I could ask you to just clarify a couple of the mappings that you have provided.  

If I look at the Board's chapter 5 filing requirements -- I'm looking at about page 14, section 5.4.1 -- there is a list of items that should be included in the summary, the distribution plan summary.  And as I understand your mapping, you've indicated that this summary occurs at D-1, tab 3, schedule 1; am I right about that?  

     MR. BROWN:  That's correct.  

     MS. LEA:  I wonder if you could just point out in the evidence where we find a couple the things listed in this list at pages 14 and 15 of chapter 5.  

I'm looking at number 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..."

Can you show us the planning –- how the outputs of your asset management have made their way into your planned projects?  Where is that described?  

     MR. BROWN:  In terms of how we decide on where the 

investments get included or not included in the plan, I guess I would address that in terms of the investment prioritization process in Exhibit A-17-4. 

     MS. LEA:  A-17-4?  Okay.  So we should probably add that to the mapping list that you've provided, then?  Maybe you can take us to that exhibit now, and just show us where that --

     MR. AL COWAN:  It's on page 3 of 5 of A-7-1, Jennifer, and 5.4.2, "Capital expenditure planning"; you will see it there.  

     MS. LEA:  Okay, so A-7-1, page –- I'm sorry?

MR. AL COWAN:  Page 3 of 5.

MS. LEA:  Page 3.  And A-17-4 as well?

     MR. AL COWAN:  A-17-4 is listed under -- actually the heading 5.42, "Capital expenditures planning."

     MS. LEA:  All right, that's helpful.  So there is nothing else we need to look at in terms -- no other evidence we need to look at with respect to number c) in that list?  The three exhibits you've listed are where we'll find that?

     MR. BROWN:  That's correct.  

     MS. LEA:  Okay.  Turning over to page 15, f) also:

"A brief description of customer engagement activities..."

We know where customer engagement is; we saw that clearly.

"... to obtain information on their preferences..."

And we have that, but:

"... how the results of assessing this information are reflected in the plan"

Can you please direct us to where you demonstrate the results of assessing your customer -- the results of assessing your customer preferences made their way into the plan, evidence about that?  

     MR. BROWN:  I'm going to refer to you Exhibit A. 

     MS. LEA:  I'm sorry, please go ahead again -- repeat that, sorry?  

     MR. BROWN:  I'm going to refer to you Exhibit A, tab 17, schedule 1, that talks about our internal planning process. 

     MS. LEA:  Okay.  And the references in that evidence to the results of customer engagement making their way into their plan are found?

     MR. BROWN:  My apologies, that would be schedule 2.  

     MS. LEA:  Schedule 2, A-17-2.  

     MR. BROWN:  And you'll see in section 3, talking about the asset management plan, it talks about the "Voice of the Customer" as being one of the inputs into developing that asset management plan.  

     MS. LEA:  Okay.  And we discussed -- sorry, go ahead, please finish.  

     MR. BROWN:  I could also take you to the next schedule, which is schedule 3, the investment plan development.  

     MS. LEA:  Yes.  

     MR. BROWN:  Section 2 of that on page 3 talks about 

how we take the customer information as the first input to 

developing our sustainment, development operations, customer service and corporate common cost planning.  It's the first box in the need -- it's "Customer needs" in figure 2.  

All of the inputs that come out of the "Voice of the Customer" and the various customer inputs go into the planning process at the front end of that development of our investment plans.  

     MS. LEA:  So the main customer need or preference identified was reduction or maintenance of bills.  Can I see how that preference or need flowed through?

Is that explicitly stated, or is this implicit in the way that you've described your planning process?  

     MR. BROWN:  I think what we have demonstrated is that we show the inputs are there.  Where you're probably going to find details around some of that will be in the C and D exhibits, as we go through the individual plans.  

     MS. LEA:  Can you give me an example?  

     MR. BROWN:  When we talk about a sustaining investment, for example.  

     MS. LEA:  Yes.  What evidence should I look at?  

     MR. BROWN:  What I'm going to do is, if I may, I'm going to just take you to a particular investment summary document.  

     MS. LEA:  Great.  

     MR. BROWN:  Okay?  Just bear with me one second.  

     MS. LEA:  Thank you.  

     MR. BROWN:  So I'm going to take you to Exhibit D2-2-3, reference number D-06.  This is a reliability and power quality improvement investment that we have detailed here, that takes into consideration the interest that our customers have to have maintained reliability.

     MS. LEA:  Reliability?  Okay.  

     MR. BROWN:  Okay?  So this isn't about improving a system average.  This is about maintaining reliability to customers who are not receiving service that is on par with the rest of the network.  And so you can see how we've actually developed an investment to deal with some of those areas of concern that are part of our development investment portfolio --

     MS. LEA:  Okay.  Thank you.  That's helpful.

So I can draw two things out of this.  First of all, that you're demonstrating that you're looking at -- when you're choosing projects you're looking at, as you demonstrated with your asset analytics tool, you're trying to give the best result for the most customers.

And secondly, do I understand you're implicitly saying that by maintaining rather than improving or -- well, you do say to improve reliability -- I'm trying to figure out how cost containment works into this.


Would it be true to say that you are not attempting to exceed your fourth-quartile reliability and therefore you are addressing customers' needs with respect to maintaining or reducing the bill?  

     MR. BROWN:  This is an area where we're looking to bring a customer's reliability into alignment with what the system averages are.


MS. LEA:  I see.  Okay. 


MR. BROWN:  Our intent here is not to, by doing so in this very local area, change the entire statistics for the network.  So holistically we want to maintain fourth-quartile reliability, but listening to customers who are saying:  I'm not getting fourth-quartile, I'm getting worse than fourth-quartile, we're making an investment -- we're listening to them and we're making an investment to correct that.  

     MS. LEA:  All right.  Thank you.


I wonder if we could -- going back to chapter 5, then, and the mapping exercise briefly that we're undertaking, I'm looking at section 5.4.5 of chapter 5, which begins on page 19, and it has -- that's a section on justifying capital expenditures, and I wanted to focus on something listed on page 20.


Under "Material investments," the Board lists A, general information, and B, evaluation criteria.  Can you give me an example of the evaluation criteria, where that is in the evidence, in choosing your projects?  

     MR. BROWN:  I'm going to direct you again to the process -- the various processes that we have outlined in Exhibit A, schedule -- sorry, tab 17.  

     MS. LEA:  A-17?  Yes.  And --

     MR. BROWN:  Collectively, all of the schedules within tab 17 -- or -- yeah, tab 17, schedules 1 right through 8 describe all of these processes by which we develop projects, programs, seek approval for those.  All of these are done at a program level and are reviewed right through to our board of directors, and are contained in the evidence here with the actual outcomes.


Included, in terms of rigour around approving a particular project as contained within that program, each of those are subject to individual business cases that also have approvals associated with them in business justification.


MS. LEA:  Mm-hmm.  So --


MR. BROWN:  Ryan would like to help me out with this one a little bit too.  

     MS. LEA:  Please go ahead.  

     MR. LEE:  Sure.  So thank you, Ms. Lea.

So as part of the corporate business planning process, we did go through a number of iterations of the plan, and when the asset plan was first put forward, along with all the corporate common costs, they were reviewed by our senior management and we went through a number of iterations to effectively reduce the bill, find cost-cutting areas, reduce headcount.

All those things were an iterative process, where we were trying to maintain the customer bill by looking at not only the DX component but also looking at it holistically along with our distribution business -- sorry, transmission business, as well as all the other -- the Ontario Clean Energy benefit coming off, and all those things aligned.  We were looking to go mitigate our customer bill to a directive that we were given, which was to try to reduce it to a 2 percent average. 

     MS. LEA:  Okay.  Thank you.  That's helpful.  

     MR. GARNER:  Ms. Lea, do you mind if I ask a follow-up question about --

     MS. LEA:  Please.  

     MR. GARNER:  -- this, because I have the same question a different way, because I have looked at A-1 and read that process.

And the question really goes to -- and I think what Board Staff is also asking is, if you go to Exhibit D-1, tab 3, schedule 2 -- you don't need to really pull it up --  it's table 5.  It's an asset replacement table.

And in that table, you give the historical years, 2010 through 2014 -- '13, and then bridge, and then up to 2019.


And what the figures show -- and I'll give you my figures and you can -- 

     MR. ROGERS:  Let's get the exhibit up so we can look --

     MR. GARNER:  Sure.  Sorry.  Absolutely.  It's page 118 of the PDF document, if that's of any help.  And it's -- Mr. Rogers, it's D-1, tab 3, schedule 2, page 24. 

     MR. ROGERS:  Thank you.


MR. GARNER:  Thank you. 


MR. ROGERS:  Here we go.  Now we have it.  Thanks.  

     MR. GARNER:  Thank you.


And I guess what strikes someone looking at this table is that if you took the average 2010 to '13, the average spend on assets is about $90 million, 90.5, roughly, there.  And if you take the average, 2015 to 2019, it's $175 million.  It's significantly different, is what I'm driving at.  Maybe about 94 percent, roughly.


So there appears to be, if you look at this table, some form of change within Hydro One that occurs, I'll call it sometime between -- starting in 2013, maybe, or '14, some sort of internal change inside the organization, where there is a bit of an "aha moment", and it causes a different pattern of spending to start occurring.


And I don't really see that "aha moment" when I read A-1.  I mean, I see the business process and that, and I wonder if there -- if you can help us with that.  

     MR. BROWN:  I think what you may be suggesting is that there is some lumpiness to the investments, and the "aha" is that:  Oh, my heavens, we have some work to do here, and why haven't we been able to smooth it further?

Is that some of the essence of what you're looking at?

     MR. GARNER:  Well, that's one way to couch, and I don't mean by saying "aha moment" anything pejorative.  What I really mean is that it appears that somewhere inside the company some process and/or data or something has occurred in order for someone to start saying:  We have under-projected past spending and we definitely need to spend more money, and something has had that occur within the company.

MR. BROWN:  I don't think that's what you're seeing.  I think what you're seeing is the change in the demographic profile of the assets.  

     MR. GARNER:  So if I went back -- and a lot of this is poles.  If I went back, I would see if a pole has an average life, let's say, of 40 years -- I don't know if it does, but let's use that number -- I would see a similar investment pattern in poles, you're saying 40 years ago, that would go like that and then drop off?

Because it would seem to me that would be what you would be looking at. 

     MR. BROWN:  I guess I would not be able to comment on what we did 40 years ago.  I'm sorry.  But in terms of what we need to do going forward, we're able to predict the information of when our assets are coming to end-of-life much more effectively today, and we are able to get the most life out of those assets before we actually need to replace them.


And so our goal will be to leave them in service as long as we can and replace them as the demographic profiles suggest we need to.

MR. GARNER:  Sorry, but isn't that exactly what you were doing in saying what happened 40 years ago by the demographics?  Isn't that what you're just suggesting, that:  Our demographics are showing that our poles are all 40 years old and need replacing, and there is a big lumpy number of them? 

Is that what the analytic program that you were showing us in the morning was, in essence, allowing you to see that you hadn't seen before, or --  

     MR. BROWN:  Yes, correct.  

     MR. GARNER:  -- just give you a better picture?  

     MR. BROWN:  That would be correct.  

     MS. LEA:  Thank you.

My questions still relate to the form of the evidence a little bit, and I think, as we indicated in our questions, it's -- of course it's acceptable to map your evidence to the Board's categories. 

But I'm concerned with this.  This is the first custom IR application to come before us.  I don't know how 

strict the Board will be with respect to the way that the 

distribution system plan is presented.  

But as I've tried to illustrate with my questions, we found that the mapping perhaps did not give us all the information we needed as to exactly where in the evidence we would find the evidence the Board seems to be requiring of distributors.

It might be there.  It might be of assistance to add some numbers to that mapping schedule, as you've been able to do today.  

One of the things we're concerned with is the way that this distribution system plan is presented doesn't demonstrate the system of analysis in chapter 5, which the 

Board is putting forward, is -- has that been followed, the identification of expenditure drivers related to the four outcomes identified by the Board and so on.  

So if the Board requires that type of demonstration, where do we find it in the evidence?

You may not be able to answer all that today.  You might want to think about it, take it back and think about it for your update, however you want to deal with it.  So I would ask you to think about that.

And also, do you intend over time to transition the way you structure your plan to align with the Board's categories at some point?

     MR. ROGERS:  Excuse me, I'm not sure that -- maybe you can answer the question, Mr. Brown.

But, Ms. Lea, I think this is something I would like 

to take under advisement.  I think we understand your concern.  Let us think about it, and see if we can help with finding where these various elements are -- improve the mapping, in other words.  

     MS. LEA:  Okay.  Thank you.  One moment.

Our next set of questions deal with asset management, and I really appreciate the slide deck you've given us today and the demonstration of the asset analytics tool.  It was very interesting and gives us a better understanding of that.  

Do you have what I would describe as a standalone asset management plan that you present to your management, or something like that?  Or is what you've shown us today what you would describe as your asset management plan, in combination with the evidence references you've given us?  

     MR. BROWN:  We don't have a standalone asset management plan, to my knowledge.  However, we have asset management planning principles embedded within all of these exhibits.  And we prefer to suggest that we have an investment plan that deals with all of our investments, and takes into consideration all of those asset planning principles.  

     MS. LEA:  Would this include OM&A costs, as well as capital costs?  

     MR. BROWN:  Yes, it would.  

     MS. LEA:  I think Leila has some more specific questions.  


MS. AZAIEZ:  Good morning.  Jennifer was just talking, I guess, about the mapping, and if I look at Exhibit A, tab 7, on OM&A, for example, you have chosen to include just OM&A related to the renewables.  

And there is a requirement in chapter 5 to look, in fact, at OM&A.  If I look at page 19 of chapter 5, the Board says:

"To support the overall quantum of investments included in a DS Plan by category, a distributor should include information on..."

At bullet 2:

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

So looking at the map, would you be able to tell me where in the distribution plan I could find this information, and where I could see the trade-off between 

capital investments and OM&A?  

     MR. BROWN:  I would suggest that the -- there's a lot of questions there, first of all.

I guess the operations, maintenance and administration versus capital question is something that we would 

consider being embedded within our asset risk assessment process, and within our investment planning and project decision-making process.  

     MS. AZAIEZ:  Is it fair to make it salient in the evidence?  Because right now, when I look at the evidence, it's hard to make the link between the trade-offs.  

I will take you to one example, if you don't mind, and that's in the stations sustaining category, OM&A expenses at Exhibit C-1-22, so that's page 5.  

Here we have stations demand and corrective maintenance, the trend for 2014 to that 2019 is upwards. Planned station maintenance, the trend is also an upward trend, and that's fine.  

So now if you could go to the capital expenses at D-1-32, page 5, please, capital expenses are also increasing.

So we have three categories that, under normal circumstances, would have negatively correlated trends, and in this case, they're all upwards.

 
So without deriving any conclusions, there must be some explanation, and we would like, if that's possible, to be able to have an explanation.  

     MR. BROWN:  As our assets are being renewed in the capital programming piece, that is what's driving the costs in an upward direction.  

My sense is that what you're suggesting is by renewing 

those assets, we should be seeing corresponding decreases in the OM&A expenses categories.  

I think what you're seeing is we're starting to hit the tip of the iceberg here; we haven't yet turned the corner.  In this plan, we're going to renew a small 

subset of our total asset base of the stations.  We do see 

ourselves being able to realize longer-term OM&A cost savings as those assets are renewed.

But the trouble is that our existing asset base that has not been renewed continues to accrue OM&A expenditures as it gets older.  

So we are not –- sorry?

     MS. AZAIEZ:  When do you expect to turn this corner?

I mean, this is a five-year plan, so there is no sense here of a decrease in any of these categories.  

     MR. BROWN:  And the investment level that we have chosen has not been to go out and get ahead of the curve.  It has been to sustain current reliability, to sustain current performance.  

We're not over-investing to the point where we are going to see a tremendous amount of decreases in OM&A expenditures going forward with this capital expenditure level.  That's not our goal.

Our goal is to maintain status quo.  And let's remember that everything every year, just like me, gets one year older. 

     MS. AZAIEZ:  Okay.  Thank you.


Turning to the tools and methods to support your proposed investments on page 37 of the RRFE report, the Board states that it:

"... sees merit in receiving the evidence of third party experts as part of a distributor's application [...] in relation to the review and assessment of the distributor asset management and network investment plan (along with other evidence...)"


So did Hydro One provide third-party review and assessment of its asset management and network investment plan?  

     MR. BROWN:  So at this time Hydro One is extremely pressured to keep administration costs low, and we see bringing in more oversight and administration in such a way as to do the opposite, in terms of bringing more cost into the organization.


Right now we are trying to drive consultants, third-party experts, and costs down in our organization, and as such we would submit that there is lots of oversight around our programming, our investments through this piece of work.


Our preference would be not to move forward with something like that, that is going to be both time-consuming and costly for us to incorporate into our plans.  

     MR. DUMKA:  Excuse me, could I just ask a clarifying question?  Where in the evidence do you have anything on consulting costs?  In your transmission evidence, perform work execution summary, you show contracting-out costs, et cetera.


Now, I hear what you're saying in terms of consulting costs, but I don't think I see anywhere in your submitted evidence a table which shows:  We're spending so many dollars on consulting in 2010 and so much in 2019.  

     MR. LEE:  Yeah, I'll take that one.  We actually don't talk about our consulting costs in the evidence.

I think what Paul was alluding to was we are -- in our efforts to contain our costs we are looking at discretionary spend, where we are looking to reduce travel where possible, where it doesn't get -- training where possible, and consulting dollars is one of the areas which management is currently looking at, to look at reducing our costs.  

     MR. DUMKA:  So to restate what you just said, one of your cost efficiencies is reducing your consulting spend, so that is embedded in the dollars, your work program dollars that you have in this five-year plan; is that fair?  

     MR. LEE:  That is -- in a sense, we were looking to reduce administrative costs, which -- consulting is one of the them, so it wasn't specifically targeting all consultants.  It was just saying:  Look at your discretionary administrative spend and look to reduce those budgets.


MR. DUMKA:  Okay.  

     MR. RUBENSTEIN:  Just sort of a follow-up.  Can you give me a ballpark of what you would have expected a third-party review and assessment of the asset management and network investment plans would have cost?  

     MR. BROWN:  I don't think we would be able to comment on that, not knowing what the scope of that review might be or the timelines or so forth.  But generally, these reviews, they are time-consuming and generally are costly, so I don't have a number in my head, no.  

     MS. AZAIEZ:  So going -- sorry, going back to this question, you say it would be time-consuming.  If the Board were to ask you for such a third-party review, how long do you think it would take to have that?  

     MR. BROWN:  Again, a lot of it depends on the scope that the Board would be looking for, in terms of depth and breadth.  

     MS. AZAIEZ:  Of the distribution system plan.  That's the scope.  

     MR. BROWN:  I'm sorry, I don't know.  

     MS. AZAIEZ:  Thank you.  

     MS. LEA:  Thank you.  

     MR. ROGERS:  If it helps, I'm instructed -- I don't think we can give you a definitive answer on that, but it would be a big project, it would be very expensive, and it wouldn't be -- I don't think it would be available for several years, maybe the next filing, five years hence.

     MR. AL COWAN:  That's right.  

     MS. LEA:  Thank you.  That's helpful.


Board Staff is going to move to a slightly different topic, so unless anyone has anything else on the matters we've been discussing so far, can I suggest we take a break?


MR. DUMKA:  I have one question about the pole replacement.

So the presentation you gave today, you said you had 1.6 million poles, they last about 62 years, and you replace about 20,000 a year.  So if you get 20,000 and you multiply by 62, you're way under 1.6 million.


So it seems over a long time period.  You're not only not getting ahead of the curve, but you're actually falling way behind in your pole replacement.  

     MR. BROWN:  That would be probably a close assessment, yes.  


MR. DUMKA:  So wouldn't that, over the long term, have an impact on reliability and all sorts of other things as well, if you're consistently getting behind?  

     MR. BROWN:  I would say that this plan helps us get to a sustainable level.  It's more of a sustainable level than where we have previously been.  

     MR. COWAN:  Might I ask a clarifying question?  Of consequence is really the number of poles between 55 and 62 that are coming up for the old-age home.  If that's under 20,000, then you're all right; if it's not, you ain't.  And we're not either, as a group of customers.  


So as is often the case, totals and averages tend to mislead.  The consequential number might be the median.  But in this case it's the number of poles coming up for retirement, not the total, and if 20,000 is greater or less than that number, then there is an answer of some sort implied in the question.


And it's things like that that we would really like to see, either in the evidence or coming out in the course of the hearing.  

     MR. BROWN:  And I'm going to just provide some interesting reading for you, if I can find it here.  

     MR. COWAN:  4,400 pages of interesting reading?

     MR. BROWN:  No, it's not quite that exciting -- or that long, I mean.  It's more exciting than it is long.

The analysis that talks about pole replacement quantities can actually be found in Exhibit D-1, tab 2, schedule 1, and I believe it is section 2.2.  You only have 15 pages or so of reading in there, but it does talk about the demographics and provides interesting information about where things are at end-of-service-life.

     MR. COWAN:  That graph does remind me of having looked at it, so...  

     MS. LEA:  Anything further before break?


Can I suggest -- is 15 minutes adequate for the panel?  All right.  So can I suggest -- that clock reads 11:00 o'clock over there, although it's slow.  Let's return at 11:15 by that clock, which is about 15 minutes from now.  And can I ask the gentlemen at the dais to turn off all the mics and all that?  Thank you.  

     --- Recess taken at 11:03 a.m.


--- On resuming at 11:22 a.m.

MS. LEA:  Welcome back.  So Lisa Brickenden has a couple of questions, and then I'll return to some planning questions.  Thanks.  

     MS. BRICKENDEN:  Thanks, Jennifer.

I'm going to be asking questions on the customer outreach research, specifically the four customer needs set out in the application on maintaining and reducing customer bills, improving restoration efforts, maintaining reliability for residential customers, and improving customer service communication.  

I'm wondering if you have established specific 

quantifiable measures for each of these customer needs, and 

correlated those into the planning process so that the subsequent work to achieve results in response to those needs can be measured and correlated with the initiatives?  

     MR. ADAMS:  If I understand your question correctly, I think the answer is yes.  So through our regular research, we do ask questions in that research and maintain those questions over time, so that we can see trends in all of these areas.  

So for example, satisfaction with handling your latest outage or satisfaction with the reliability that you receive, those types of questions in our bi-annual customer surveys will be able to trend over time, in terms of measures.  

     MS. BRICKENDEN:  So it's the focus on a perception survey and directional trend?  

     MR. ADAMS:  Right.  

     MS. BRICKENDEN:  Are there specific targets you're hoping to achieve in each of those four areas?  

     MR. ADAMS:  I don't believe we have specific targets in each of those areas, although we look at them all as drivers or attributes of overall satisfaction when we do look to try to set a target over time at an aggregated level.  

     MS. BRICKENDEN:  So how will you know that the specific investments that you're focusing on are then correlated to meeting the needs that have been identified, without establishing kind of a specific target for yourself, even internally?  

     MR. ADAMS:  I think the answer to that one would be more on a trend basis.

So for example, if we're looking to maintain or improve reliability in certain areas, then we would be able to see a trend of that perception around reliability increasing.  

We could even do it on a transactional level; for example, the way we handle your latest call into the call centre, for example.  If we are looking to improve certain areas there, we would be able to trend that over time as well.  

     MS. BRICKENDEN:  Is there a test of the customers' 

perception of the specific areas that you're targeting, so that there's an understanding of the efforts that you will be making in order to try to improve their experience?  

We talked a lot about the pole replacement and the vegetation management as a focus.  

     MR. ADAMS:  I'm not sure I fully understand your question around is there a test.  

     MS. BRICKENDEN:  Correlating or explaining to your customers, or in terms of engaging with the customers, helping them understand the value that they're getting from the investments that you'll be making and that they will be paying for.  

     MR. ADAMS:  Thank you.  I think that helps me understand.  

So besides the empirical research that might show an improving trend of satisfaction, some of the ways we look to test -- to speak about value and the investments we're making would be when we're meeting with our customers in the communities that we serve, either through the newly launched Electricity Discovery Centre that there's information on, where we can go and provide a real rich 

experience for our customers in terms of where our investments are going, explaining various parts of the bill and how that's made up, explaining conservation demand management and the impact that might have, and the programs 

available.

So I think those are some areas of how we're trying to 

demonstrate a -- along with sort of more standard communications, where we might put something in a bill insert, for example, or depending on what it is we need to relay, it might be a direct mail, that kind of thing, and on our website, of course.  

     MS. BRICKENDEN:  Thank you.  I have a somewhat different question, and it may not fit right into the customer service purview.  

We talked a week ago or so a little bit about 

efficiency and productivity, and there is some material in Hydro One's application that speaks directly to anticipated 

productivity gains.  

I wanted to ask a very general question; if possible, you could answer.  How is Hydro One defining productivity, and how is Hydro One defining efficiency?

The rationale or reason for the question is that there may be a little different -- different ways of approaching this, and it would help, I think, to understand Hydro One's definition, say in comparison with what we've done in ratemaking where we have quite a different way of looking at productivity, specifically in terms of the total factor productivity analysis, or partial factor.  

     MR. LEE:  I'll take that one.  Your question, just to repeat, is:  What is our definition of efficiency and productivity?  

Okay.  So our definition is the effectiveness of productive effort as measured in terms of the rate of output per unit of input.  So more simply put, it's looking to increase our output while either maintaining or decreasing the amount of input.  

     MS. BRICKENDEN:  Okay.  Thank you.  

     MR. YOUCH:  Can I ask a question about the "Voice of the Customer" again?

In the table you presented earlier, rates and prices, 43 percent were unsatisfied in 2009; in 2013, it is 56 percent.

Now, if that increased again another 13 percent in 2019, would that be considered a failure, or -– I mean, is there any target to keeping that dissatisfaction to a certain level?  How does Hydro One measure that?  

     MR. ADAMS:  I think you had a few questions in there.  So you're referring to table 2?  

     MR. YOUCH:  Table 2, yeah.  

     MR. ADAMS:  Just for clarification, and just the way I heard you ask the question, this table is outlining, for those customers in the 2013 survey specifically that rated as a 3 or lower –- so neutral or dissatisfied -- we asked them what their issues or concerns were, as opposed to 56 percent were dissatisfied with the number, if you understand the -- it's still getting at the same point. 

It's the number one concern, I think, that is on their mind.  

So if we can look at that trend where that's becoming a higher percentage, that would be viewed as problematic.  So we would look at that trend over time.  We could see that it's had -- it is higher than 2009.  We could see that it has come back down to a lower level since that time.  So I guess if there is a positive, that's a positive in terms of the number of mentions.  

So we would like to continue to see that the customers' overall perception of price, which obviously is  the total bill, so a lot of things impacting that sentiment about price, that's impacting our customers, and we obviously own that communication and value communication with our customers.  


So we look at -- and I think that's why we're trying to keep the programs tight, and show those productivity gains, just so that we can demonstrate that we're looking to impact that sentiment over time.  

Does that answer your question?  

     MR. YOUCH:  It kind of -- would it be helpful if we had a more firm number that, you know, from now until 2019, maybe it makes more sense to try to keep that figure where it is now.  That would show an --

     MR. ADAMS:  There have been a number of mentions of that satisfier, for example. 

     MR. YOUCH:  Had you guys considered doing something like that internally, or do you ever talk about it?  

     MR. ADAMS:  To my knowledge, I don't think we've set a 

specific target.  But certainly that's a -- and I think it's hopefully demonstrated throughout the exhibit, would be our desire to see that that -- if not improve, in terms of realization of value and our efforts.

But again, I think there's a lot of factors that are 

going to impact that sentiment itself, and I think the onus is on us to keep that at that or better levels.  

     MS. GIRVAN:  I just have a follow-up.

So in light of the sort of recent billing problems with Hydro One, this is before that?  Because you're probably going to maybe get some different results if you do that again after the billing issue problem.  

     MR. ADAMS:  It could be, yes.  So this would -- of the 2013 results -- would have taken into account the period before CIS cut over and after CIS cut over.


MS. GIRVAN:  Okay? 


MR. ADAMS:  However, it has obviously gathered a lot more attention lately.  So our spring wave of this same survey we anticipate will show different results in the areas of billing-related questions from --

     MS. GIRVAN:  Will you be filing that as part of this case, the spring wave, you call it?  

     MR. ADAMS:  I don't know that I can answer that.  

     MS. GIRVAN:  We'll probably ask if you can.  

     MR. ROGERS:  Well, there will be an update.  Whether it will be included or not, I cannot say, but certainly will be given consideration.  

     MR. AL COWAN:  It would depend on when the results are available.  It certainly wouldn't be ready for the mid-May update that we talked about, because, as David just mentioned --

     MS. GIRVAN:  I'm just expressing an interest to the extent that you do have an update, whenever the results are -- you can file them, that's all.  Thank you.  

     MS. LEA:  Anything further at this time on that topic?  

     MS. GIRVAN:  Sorry, no, I just -- and again, it's sort of going back to, like, customer preferences, customer needs, customer –- trying, as the RRFE expects, trying to deliver, trying to bring that into your overall plans.

I guess that will be interesting just to see, because I would say in light of the billing issues you might have customer service or billing sort of higher on this list or more concerns or whatever, so...  

     MR. ADAMS:  It could very well be.  

     MS. GIRVAN:  And I just wondered, to the extent you do have sort of incidents that might skew something, and how do you deal with that in terms of your longer-term planning?  I guess you have to normalize it out?  

     MR. ADAMS:  Well, I think we have to anticipate things are going to happen in the future, things that we may have been able to control, others we may not have been able to control, particularly, for example, sentiment around reliability, where there's a good number of major storms, maybe, that have impacted our customers.  Their sentiment about reliability may change, and I think that that's part of what we're seeing in this table, in terms of the uptick in 2013, the significant storm-related outages.


So I think we will see that, and I think that's the importance of looking at things over time when we're looking at sentiment-based research.  It's an -- try to dig a little bit deeper as to why it's changing, could it have been an external factor, is it an internal factor, and then try to do our best to address that, either by communications or by doing -- taking an action that may or may not be in our plan today.

But that's part of, I think, what we would want to evolve over time.  


MS. GIRVAN:  Okay.  Thanks.

     MR. YOUCH:  And are your surveys all telephone surveys?  Or are they -- is that how all of them are done?

     MR. ADAMS:  Pretty much.  They're done through external research firms, and they're primarily telephone-based, and we feel that that maintains a level of consistency in our research.

There has been a number of studies about changing research into a different medium that might actually hit a different demographic and things, but we do where it makes -- we think it makes sense.  For example, if we're doing a survey about satisfaction with the self-serve "My Account" web experience online, we'll do that through an electronic web-based means, an e-mail-based means or a web-based means.  

     MR. YOUCH:  I was going to ask if you were going to use more web surveys, because a lot less people are getting land lines, and so eventually there's a lot of research on phone surveys are becoming less and less accurate, because they're targeting basically a certain demographic.  

     MR. ADAMS:  Yeah, I can see your point, and I think we rely on our research firms to help us make sure that we're doing that in the best possible way.  So far, we're getting the numbers in the -- that were needed to get on each survey so far.  So I think that's something to watch over time.

     MR. COWAN:  One last item for me on this.

Are urban, non-Hydro One customers surveyed?  For example, following the Manby outage that was affected last week, a couple hundred thousand were Toronto residents, restored very quickly.  I'd suspect Toronto Hydro got the credit for that rapid restoration work that you did.


Is there any effort to catch how your other people who really are the dominant molders of opinion with respect to Hydro One, who really aren't your customers -- they're Toronto residents and Ottawa residents who hear about Hydro One, but are only indirect transmission customers, and yet your reputation rides with them too -- is there any effort to catch what's going on there and to let them know that you're doing the job?  

     MR. ADAMS:  A couple of things, Ted, on that one.  I'm not aware of any specific research that we'll do on other LDCs, like Toronto Hydro, for example, or PowerStream.  This is focused on our customers and their sentiments and what we need to do to address their needs, wants and levels of satisfaction.

We do survey LDCs that we serve, more the embedded LDCs, in terms of their level of satisfaction with how we're serving them as an LDC, but not necessarily their customers.  

     MR. COWAN:  My concern there is your reputation and your ability to do some things because of that reputation -- vis-a-vis your Toronto residents were not your customers, Hamilton or Ottawa residents were not your customers -- is or can be compromised.  You can get blamed for all kinds of things that aren't necessarily your fault and not get credit for things that you did do.

And I'm wondering whether there is any effort to look at that and to some extent be able to address it.  

     MR. ADAMS:  Thank you, Ted.  

     MR. GARNER:  I have two follow-up questions.  Mark Garner with VECC.

One is on surveys.  Do you survey -- you said you survey the LDCs.  Do you in the evidence present results of surveying the LDCs, specifically the embedded LDCs and their issues and views in the evidence?

It may be there.  Maybe I missed it.  

     MR. ADAMS:  I don't think we do, no.  

     MR. GARNER:  But you do survey them and would have information on that.  So for the purpose of moving forward, what kind of information would you have, since we'll probably be asking for it?  Would it be the kind of information that you would have from those surveys?  What do you ask them generally, and...

     MR. ADAMS:  Those surveys, my understanding, are primarily focused on our relationship with them, in terms of their key account management, so some of their internal contacts, the outage-related, planned and possibly unplanned outage, in the relationship directly with our Ontario grid control centre, in terms of how some of those things are managed.  So I think those would be the areas.

A little bit different, obviously, than --

     MR. GARNER:  Right.  So you might --


MR. ADAMS:  -- time-of-use customer.


MR. GARNER:  I'm sorry.  Then you might have information on their views as to your capital program, because, as you know, the Board has asked that customers be surveyed in respect to capital programs in some fashion in one of their policy documents.  And of course this customer is very interested, I would have thought, in your capital program to the extent it affects their reliability.  Would you have surveyed them?  

     MR. ADAMS:  Specifically on capital investments, I'm not sure I can answer that.  

     MR. GARNER:  Okay.  Well, we can leave that for, obviously, interrogatories.  


MR. ADAMS:  Thank you. 


MR. GARNER:  My second question is really related -- is related to transactional surveys, and I can't find in the evidence a summary of any results of the transactional surveys.  Perhaps I've missed it -- missed that.


Have you provided a sort of a summary of transactional surveys that you've undertaken in any place?  

     MR. ADAMS:  The types of transactional surveys?

     MR. GARNER:  What I would be looking for is the types you do and then the results of it.  So let's say you do one after every customer visit, and then what kind of information you have and how you present that internally in order for yourself, for instance, to be satisfied you're doing what you think you need to do and getting the results from those surveys.  

     MR. ADAMS:  I can point you to Exhibit A, tab 5, schedule 1 on page 4, where it does outline information around some of the types of transactional surveys we do, including contact handling, our new connects and upgrades process, and forestry requests and those related studies, and an outline of the types of things that we ask on those surveys, the types of questions around resolution, speed, skill, attitude, ease, those types of things in those surveys.  

Specifically in here, I don't believe we outlined in evidence all of the -- any details about the results of those types of surveys, other than in a couple of attachments there were some examples of what I'll call handling-related services, summarized in terms of some of the areas that are scored or ranked highly and those that are less high that would be areas to focus on.

So there’s an example.

     MR. GARNER:  Is there a document presented to you and/or your colleagues in the management level of Hydro One from these surveys?  Are you presented something from staff as to summary results of the transactional surveys you're doing?  

     MR. ADAMS:  Yes.  

     MR. GARNER:  Okay.  And would that be available to be filed in this case?  Would there be any issues with filing something like that?  

You can take that under advisement and take a look 

into it.  I'm not looking for that answer today.  But if there is, it would be nice to know before we ask the question.  

     MR. ADAMS:  Thank you.  

     MR. GARNER:  Thank you. 

     MS. BRICKENDEN:  Thank you, Jennifer.

Mark may have touched on this already.  I wanted to ask -- if you call back up the chart you had with the four bubbles across the top, I was curious to know if, between the planning process and execution and delivery, you have focus-grouped the overall investment plan circling back to your key customer groups.  

MR. ADAMS:  If I could echo back what I think I heard you ask --

     MS. LEA:  You're hard to hear, sir.  Can you move the microphone?

     MR. ADAMS:  Sorry, probably because I’m -- am I on?  Is that okay?  

If you're asking if there is a focus group after we've developed an investment plan -- is that what you're asking?  Customer focus groups specifically?  

MS. BRICKENDEN:  Mm-hmm.

MR. ADAMS:  I'm not aware of any specific focus groups at that stage.  

     MS. BRICKENDEN:  Thank you.  

     MS. LEA:  Thanks.  Anything else on "Voice of the Customer" that you wish to ask at this time?  Please.  

     MR. RUBENSTEIN:  I just have a question.  On the chart where you're asking what the concerns are, were those -- am I to understand that there's a different -- when you're asking the actual question with the customer, there is one -- you're asking about rates and you're asking about price, and there's a separate line for reliability, a separate line for outage handling, and here you're just combining them?

Or when you're asking the question, there are only six categories?

     MR. ADAMS:  I think you have it right in your first synopsis.  This is sort of an aggregate of, like, areas come from multiple questions, that have been aggregated up.  

     MR. RUBENSTEIN:  Thanks.  

     MR. ADAMS:  Sorry, if I can -- just to be as clear as I can, again, these were specific areas of mention, so they were grouped together.  So specific areas of mention as to what issues led to customers rating their overall satisfaction as low.  

So these are trying to aggregate the mentions.  So when they mention costs -- the words didn't need to be specific.  If it was cost, price, that type of thing, it would be under the rates price thing. 

Or if they brought up a specific area on the bill that was a line item, that would have been grouped under rates and prices, as an example. 

     MR. RUBENSTEIN:  They were not prompted?  

     MR. ADAMS:  Correct.  

     MR. RUBENSTEIN:  Okay.  

     MR. YOUCH:  So for example -- 

     MR. ROGERS:  Excuse me.  I can’t see around the corner, and I would be grateful if people could identify themselves before they ask a question, just so I know where they're coming from.  People I can see, I'm okay with, but the others...

Thank you.  

     MR. YOUCH:  Can you get more granular?  So, for example, 43 percent in 2009 with 3 or below, and 56 percent in 2013, but was it -- were they all 3s in 2009 and 1 -- are people more severely angry about rates now than they were then, or are they less severely angry about them now than they were then?  

     MR. ADAMS:  I understand your question.  I don't believe I have the information with me today to tell you exactly which one of the three ratings might have shifted during those two periods of time.  

But I understand your question.  

     MR. RUBENSTEIN:  Just one more.  For the rates and price, if a customer says:  I'm upset because the price -–because of wind turbines are very high, would you 

include that in rates or price, or make a decision that:  Because it's outside of Hydro One's jurisdiction, we wouldn't include it?  

     MR. ADAMS:  I don't know that I could say with a hundred percent certainty, but that's the type of response that would get into this category.  

I don't know of an example specifically of that response, but I would expect that would be put into this category of it's affecting the bill.  

     DR. HIGGIN:  Roger Higgin, Energy Probe.  The question is:  In your forward-looking surveys, and particularly the spring of 2014, have you put in a question that relates to the expected increase in rates over the next five years, and the response that customers may have to that projection?  

     MR. ADAMS:  I'm trying to recall.  Again, I don't have the full survey in front of me, and I can't recall us putting something specifically in the survey with that question.  

     DR. HIGGIN:  Can you say why that wouldn't be something that you would be very interested to know, what the reaction was?

Because it has a number of collateral implications, including price elasticity effects, on demand, and so on.  There are very many collateral matters that is just outside of the customer.  It has everything to do with what is going to be the response to that.  

     MR. ADAMS:  Thank you.  

     MR. GARNER:  Another question on the survey.  First of all, this presentation that was at page 19 this morning, that represents a survey which, I take it, there would be the survey questions that could be -- we could get through an interrogatory, that would answer what are exactly the questions being asked in each of these categories?  

     MR. ADAMS:  There is a copy of the actual survey questions available, yes.  

     MR. GARNER:  Right, and that would link the responses to exactly what's asked.  

One of the things I've seen asked -- and we've seen a number of these from my client in a number of LDCs who have filed recently in the last year, and one of the things a few of them have started to ask regarding pricing and capital, because of the Board's requirement, is the trade- off question that basically goes:  Would you pay 5 percent more for more reliability?  Or something like that, that type of nature of a question.  

Have you ever surveyed your customers that way, asking with -- giving them a price versus service quality trade- off concept?  

     MR. ADAMS:  I'm trying to recall.  I believe we have, 

specifically when -- I know the CEA has done surveys across the country with those two lines, and sort of where they're crossing and how historically reliability was higher than pricing.  And then it sort of crossed over and generally speaking, price is a higher area of concern than rate and reliability are across the country.  

I believe we did do that, but I would have to check for sure on exactly how we asked it, and when.  

     MR. GARNER:  I think the when would be more important.  If it hasn't been recent, it may not be particularly of any value. 

If you can find out when you might have done a survey like that, it might preclude us from asking a question like that.  If it has been a while, I wouldn't think it would be particularly valuable.  

     MS. LEA:  Anything else at this time on "Voice of the 

Customer"?  

If not, I have a general question returning to project selection and investment prioritization.  And I think, Board Staff, we have some questions on the asset analytics tool.  

So my general question is:  Is there somewhere in the evidence a list of possible projects that you identified, and a description of how that list was narrowed down to the ones you eventually selected to achieve your outcomes?  
Is there some transparent demonstration of how 

that analysis was performed?  

     MR. BROWN:  I think that in the evidence, it shows how it was done from a process perspective.

     MS. LEA:  Yes, A-17-4 gives us process, yes

     MR. BROWN:  But there is no list in the evidence that shows this is what we started with, and this is what we landed on.  

     MS. LEA:  Does the planning process actually work like that?  

MR. LEE:  So if I may, so, yes, what happens is when the investment plan is done, it is combined with all our costs and then rates are basically calculated, rate base and revenue requirement, and then the rates, it's calculated, which means then we can see what, you know, this investment plan means to the customer.

And so what that -- the next steps after that is then it goes forward to our executives, and then they can look at, you know, what does this mean.  And then it goes back to say:  Okay, well, maybe they don't like here and here.

And then the iterative process begins, where, you know, maybe they'll say:  Okay, well, we don't have enough resources here.  We're going to trim back.  They redirect and reduce, maybe, some investments.


As well, in the corporate common side, they would say:  Okay, well, we see what you want here, but, you know, maybe look at this instead.

And so we do those alternatives.  They're not actually documented, because the final plan which is presented to our Board is a culmination of all those, I would say, iterative processes, and brought forward for their approval and the final submission.  

     MS. LEA:  Okay.  Thanks.  Thank you.  We'll think about that answer and move on.

I think Harold has some asset analytics questions, as does Leila.  Thank you.  

     MR. THIESSEN:  Yes, I just had a couple of questions about the asset analytics tool which you demonstrated for us this morning with your presentation.  And it had to do specifically with that Croydon example, where it showed that red line of poles going north-south up to Croydon, and the fact that the poles were red meant that they were, I guess, ready for replacement, or -- have I got that right?

     MR. BROWN:  I showed you a few different views.  I showed you that they were red because they were critical.  On another view, I showed you that they were red because they were performing poorly.  And I showed you a third view where they were red where they were shown as old.  

     MR. THIESSEN:  Okay.  


MR. BROWN:  So --


MR. THIESSEN:  All right.  A question on the "performing poorly" designation.  How do you gauge a poor performance for a pole, like, in that example?  

     MR. BROWN:  In that particular example, we look at the outage statistics for that particular feeder.

     MR. THIESSEN:  So there being repair crews out there taking care of things, that kind of thing?  

     MR. BROWN:  Repair crews would have fixed the individual outages as required and told us where the problems were, and we would have correlated that, yes.  

     MR. THIESSEN:  And I would assume that across Ontario, if you expanded that across Ontario, there would be a number of sections of line that would be red, similarly red, I suppose?  

     MR. BROWN:  More than a few.  

     MR. THIESSEN:  More than a few?  So for instance, if we're going into a planning period, a five-year planning period, how would you choose between different critical areas, let's say, for instance, in lines of poles?  How do you gauge which ones you do first and which ones you do last?  And secondly, does the cost of doing a particular project in a particular part of Ontario impact your decision on what to do first or last?  

     MR. BROWN:  I would say in your last question where it is less important to us than what needs to be done.  So whether we needed to make more investments in the Ottawa area, for example, and didn't need to make any investments in Kitchener, that would be how we do business.


Certainly that is -- you're getting to the art of planning.  When you have tools at your disposal now, you can take a look at wider areas and make comprehensive plans that look at things even beyond the little red-line segment I showed you for Croydon.  You can also take into consideration the age and condition and performance of the DS, and also look at the new connections that are being proposed for that area, and so forth and so on.


So when planners look at how to make up those investments, they use this as a tool to group work together and make good business decisions -- 

     MR. THIESSEN:  And more of a comprehensive solution rather than just a pole replacement solution?

     MR. BROWN:  Correct.  

     MR. THIESSEN:  And I'm not quite sure, though, how you would choose between certain parts of the province, where your asset analytics have shown a critical threat to your reliability, let's say.

Could you explain a bit further how that decision is made between one critical area to another critical area?  I don't know if I picked that up.  

     MR. BROWN:  I would say that in terms of the overall system, we take a look at the area studies that encompass all of the province and evaluate those specific areas against each other to make business decisions on whether we need, you know, for example, a multi-phased investment -- there in Croydon, for example -- and we evaluate them all against each other for criticality.  

     MR. THIESSEN:  So I couldn't assume right now that Croydon would be on the list of projects in your application?  

     MR. BROWN:  That's correct.  

     MR. THIESSEN:  And at the end of this five-year planning period, if we look at your analytics tool in 2019, would we be able to see a demonstrable change in the red areas to more healthy areas?

For instance, will there be a significant change in the condition of your system, the criticality of your system in 2019 because of what's in this application?


MR. BROWN:  I would say no, you would not.  

     MR. THIESSEN:  Is that because you'd see further deterioration in areas that are satisfactory today but would grow into a critical stage in five years?  

     MR. BROWN:  That would be correct.  

     MR. GARNER:  Can I follow up with a question that Mr. Thiessen was asking about trade-offs?

When you're doing the trade-offs, do you factor in the number of customers affected?  So you have two lines, and they're both in the same shape, and there's a limited budget, and one line affects more customers than the other.  Does that factor into the capital budgeting in the analytics?

     MR. BROWN:  Absolutely, it does.  It's a factor that we consider in the composite scoring of those particular investments.  

     MR. GARNER:  Thanks.  

     MS. AZAIEZ:  Do you mind going back to the demo for the asset analytics, please?  

     MR. BROWN:  Not at all.  

     MS. AZAIEZ:  I can't remember which page that was, but I guess you presented several exhibits where you had the asset types, demographics.  Here it is.


So is this a complete risk matrix, all these buckets?  That's the function, the risk function, for the assets that you have; is that correct?  

     MR. BROWN:  They don't all show up on the page, unfortunately, here.


MS. AZAIEZ:  Okay.  So --


MR. BROWN:  They are, however, in the asset risk analysis or assessment exhibit.

     MS. LEA:  Just for my purposes, which exhibit is that?  

     MR. BROWN:  I'm going to get her here.  I think it's Exhibit A, tab 17, schedule 7.  

     MS. LEA:  A-17-7.  Thank you.  

     MS. AZAIEZ:  And I also heard earlier, I think, Mark was asking some questions.  And you defined performance as being reliability or all the assets performing well, the demographics as being the age bucket, the economics as being when the maintenance expenses start becoming large.


Are these somewhere in the evidence as well, these definitions of the different variables?  

     MR. BROWN:  I believe -- if you go to section 3.0 of Exhibit A-17, schedule 7, you'll see that we talk about the criticality, the performance risk, utilization risk, economic risk and so forth described therein.

MS. AZAIEZ:  So in this particular model, are the asset types -- I see the asset types are there, but are there investment types, meaning does it distinguish between discretionary versus non-discretionary projects?  

     MR. BROWN:  This piece here is not showing us what the 

projects are.  This is showing us the risk profile for a particular type of asset. 

     MS. AZAIEZ:  So the risk profile for whether you're having a project that's a discretionary one or not will be the same.  So you would be -- it's a decision-making tool, as I understand it, right? 

So whether the investment type varies then yields the same answer; is that it?  

     MR. BROWN:  So I think what you're getting at is the asset risk assessment process is a way to identify the profiles for the assets.  But it isn't the decision-making tool by which we would choose one project program or another, or an alternative associated with an individual project.  

     MS. AZAIEZ:  So you see –- okay.  So the decision-making is made through asset risk assessment, the lines of asset risk assessment.  However, this tool is not the main decision-making tool.

Is it human decisions, then?  

     MR. BROWN:  No, we use the -- we use the asset investment planning tool and process that is described a little bit later on.  

I'm going to fumble here.  Pardon me.  It's in, I believe, A-17-4 -- yes.  A-17-4 is the one that talks about how we actually prioritize between the projects.  

So think of the asset risk assessment as bringing the 

projects to the table, and then the investment decision process as the ones deciding what level we might do these, and which ones in comparison to another we might do.  

     MS. AZAIEZ:  Thank you.

I have another question, again on this demo.  

You showed earlier a repair versus replace decision 

graph.  

     MS. LEA:  A what?  Sorry?  

     MS. AZAIEZ:  Repair versus replace decision graph.  

     MR. BROWN:  If you let it run, it will show up here.  That's it there.  

     MS. AZAIEZ:  On the X axis, is that the composite risk 

factor?  

     MR. BROWN:  That is the demographic age on the bottom versus the investment amount on the vertical axis.

In other words, if this particular transformer was 44 years old and it was half a million dollars to replace or to repair, then a replace decision would be made for this.  

     MS. AZAIEZ:  So you're looking at it from one single variable, the age of the transformer; it's not a multi -– it's not a composite risk?  

     MR. BROWN:  Not for this particular repair versus maintain –- 


MS. LEA:  You’re getting too far away from the mic, I think.  Could you repeat?


MR. BROWN:  The answer is that we would not make a -- I'm not sure how much you lost.

So the bottom axis is age and the vertical axis is investment amount.  And so we would make a rep -- we would not make a repair decision for a very expensive old unit.  

     MS. AZAIEZ:  Last question on this demo.

When you go through this exercise, do you go through several scenarios, such as repair today versus repair tomorrow, repair versus replace, repair in three years versus -- you know, outside of the plan, et cetera?  

     MR. BROWN:  This particular one is mostly used for reactive failures.  

     MS. LEA:  Again, you're getting far away from are the mic.  I can tell, because my aging assets don't pick up everything you said.  Therefore I know you're getting too far from the mic.  

     MR. BROWN:  My apologies.  

     MR. THIESSEN:  I have a final question on the asset 

analytics tool.  

How long did it take to develop this tool?  When was it started, and when did it finish?  When did you start  actively using it?

     MR. BROWN:  I don't know when we started, to be honest with you, but we finished in 2012.  This is like a work-in- process.  Every time we get this in front of folks, they have different ideas on how to make it better and do different things.  I would say we're not finished yet.  

     MR. THIESSEN:  Would you say that you're finished populating the system with information about your assets?  

     MR. BROWN:  We're finished with the information that we currently collect from our assets.  However, we're considering collecting new and different things in the future for various reasons, as they provide benefit.  

     MR. THIESSEN:  Would you have an estimate of the cost of developing this tool?  

     MR. BROWN:  I'm sorry, I don't know the cost to develop it.  

     MR. THIESSEN:  Okay.  And would you say that going forward, now that the tool is developed, that the cost of maintaining it would be reduced from when you developed the tool?  

Put it this way.  Do you see costs related to this tool declining over the years going forward?  

     MR. BROWN:  I would say we would see costs declining, and just from a perspective -- the cost to develop and maintain this tool is a small subset of the amount of money we use or make decisions by.  

So it's a really effective tool that isn't sort of 

one of the big cost allocators that you're worried about.  It’s very valuable.  

     MR. THIESSEN:  Thank you.  

     MR. RUBENSTEIN:  I have two questions.

With respect to this -- with respect to the questions about the repair/replace graphs, you were asked -- you were just asked if the only variable you look at is age, and you said for this one, for this sort of asset, yes.  

Am I to take from that that for different assets, 

you'll look at other variables?  

     MR. BROWN:  I'll clarify that for you.  This particular repair versus replace graph is a tool; it has  added a functionality we can use in a case where we've had an unplanned failure and need to make a fast decision on whether we're going to repair it or replace it.  And so that's what this piece of the tool is used for.  

The other things I was talking about in terms of the 

overall risk assessment, we use a composite scoring of all of the elements, notwithstanding -- demographics being one of them, but criticality and performance, and all of those things.  

So in terms of getting an asset risk assessment of a particular unit, we use the full composite scoring matrix.  

     MR. RUBENSTEIN:  My other question was -- Mark had asked you earlier, when you're making a decision, an investment decision, and you have to prioritize, do you look at cost and do you look at sort of the impact this asset has, how many customers it affects and all those sorts of things.

If we go back to sort of when you -- the presentation at the beginning, my understanding is the composite risk assessment included how many customers are connected to a specific line and -- did I understand that correctly?  

MR. BROWN:  That's correct.  

     MR. RUBENSTEIN:  So then is the sort of effect on how many customers -- is it included in the composite risk assessment, or do you also look at it later on when you're determining to prioritize different investments?  

     MR. BROWN:  Yes and yes.  So the composite score includes customer base, it includes reliability, it includes age, it includes all those things I pointed out earlier as elements in the composite scoring.

When we identify, then, a project that goes forward into the investment decision-making process, the investment decision-making process also has a very similar element of understanding of risk as we go forward and make decisions on how big a program should be or which investment we would choose, one over another.  

     MR. RUBENSTEIN:  Thanks.  

     DR. HIGGIN:  Can I just ask a follow-up question on this, the model?  Maybe we could look at, under the term "Distribution lines," because I think that will bring us to the question.  

     MR. BROWN:  I'm sorry, Roger, did you want us to move this forward?  

     DR. HIGGIN:  Yes, to "Distribution lines," please.


MR. BROWN:  Okay. 


DR. HIGGIN:  And maybe go back to the example you had.  I think this will help the question.  The question is -- so you have the map, but I would like to pull up, if you can, you know, the chart for distribution lines that is the five sets of criteria that are used, then are scored for the distribution lines.


Do you know the chart that has the scoring criteria for distribution lines?  

     MR. BROWN:  Can you point us to an exhibit?  

     DR. HIGGIN:  No, I'm talking about in the model.  

     MR. BROWN:  Oh, in the model?


DR. HIGGIN:  Oh, yes, in --


MR. BROWN:  Okay.  So back to the model, then?


DR. HIGGIN:  It's -- you know where --


MR. BROWN:  It's on the left-hand side?


DR. HIGGIN:  -- you go through each set of assets and you have a chart that shows all of the five ranking criteria and so on for distribution lines?  

     MR. BROWN:  So you're talking about the risk factor view --


DR. HIGGIN:  Yes.


MR. BROWN:  -- where it talks about the condition demographic --

     DR. HIGGIN:  All of those five --


MR. BROWN:  Yes.


DR. HIGGIN:  -- criteria, yeah.  And the question I have is, when we get there, hopefully -- while we're doing that, I'll outline the question.

The traditional industry standard and way of assessing feeders is a worst-performing feeder criteria.  And there are a number of statistical and other analytical tools that are used to find out which are the worst-performing feeders.


So am I correct in that?  That's been a traditional way to do it for feeders?  

     MR. BROWN:  I would suggest that a lot of utilities would use that as its only method of determining reliability, yeah. 

     DR. HIGGIN:  So then the question is:  Have you analyzed, relative to this particular technique and the five criteria that you're now using, whether -- how this maps to that analysis of worst-performing feeder, which has been in this case a traditional criterion for assessing capital programs?

MR. BROWN:  I would say we haven't mapped that.  No, we haven't.  

     DR. HIGGIN:  Okay.  Perhaps that's a question for the 

interrogatories.  Thank you.  

     MS. AZAIEZ:  Last question on the -- 

     MS. LEA:  I'm sorry, we keep saying "last question," but...

     MS. AZAIEZ:  I should say another question, then, on the asset analytics.

So I heard that it's basically a tool that is used for reactive failure.  Now, was the tool developed in-house or was it -- did you purchase this software from another...

     MR. BROWN:  We had a third-party vendor help us out with it, absolutely.


Just for clarity, though, only that little chart, that repair versus replace chart, is what I suggested was used for determining a real time decision for replacing a transformer or not.  

     MS. AZAIEZ:  Thank you for clarifying.


So now we've had the four outcomes of the RRFE.  Have these been somehow included in this model at all?

     MR. BROWN:  I would say probably the only one that really isn't included in here is probably the government --


MS. AZAIEZ:  Public policy --


MR. BROWN:  Yeah, public policy piece of it, but I would say all of the others are well embedded into it.  

     MS. AZAIEZ:  Would you be able to provide a written explanation of this model?  

     MR. BROWN:  A written explanation of...

     MS. AZAIEZ:  Right now when we -- the first time we heard about the model, I think, as the asset analytics was at the first technical conference, and how it functions, functionality is still...

     MS. LEA:  I just -- you know, once we start talking about evidence, I might be able to assist a bit.  We found the demonstration viable, and I don't know whether Hydro One wants to think about providing a similar demonstration for the Board Members or something that would assist our Board Members in understanding this model the way we have come to understand it.


So perhaps you could contemplate how that would best be done, whether by a written description, as Leila suggests, a short demo when this panel takes the stand, something like that.  

     MR. ROGERS:  I'm advised that this came up before, I gather, and it's under consideration, and it will be addressed in some way, Ms. Lea.

I'm not sure how, but we understand the concern, and --


MS. LEA:  Thank you. 


MR. ROGERS:  -- the company will try to meet it.  

     MS. LEA:  Other questions on the asset analytics model?  We have a few more on the... oh, Ceiran?

MR. BISHOP:  Just another question of clarification on that, on the analytics model.

Under the performance view in Croydon -- and I think we see the east-west line is the high-performing, outstanding or something, and then it's -- the other line is performing poorly.


When we see poor performance on a line, is that because of characteristics related to that line itself, or also because of the upstream transformer supplying that line?  Or do you know why?  Is it informed about cause?

     MR. BROWN:  We have to go into our -- we know why, yes, we do, and it could be equipment, could be forestry, could be an upstream supply issue, so a little more digging does need to go into it.  

     MR. BISHOP:  And is that embedded in your analytics tool or not?  Or do you have to do further work outside of the tool in order to understand that?  

     MR. BROWN:  I'll be honest with you.  I don't know.  


MR. BISHOP:  Okay.  

     MS. LEA:  Thanks.  I have a couple of -- returning to a more high-level set of questions, still relating to the choosing of projects and the use of the asset analytics tool.


You've talked about four categories of projects, I think; that's station refurbishment, vegetation management, pole replacement, and PCB-related work.  In Hydro One's view, is there any hierarchy among these four categories?  Is one more important than another?  

     MR. BROWN:  I would say that they're all important for different reasons.  

     MS. LEA:  So in your view there is no real hierarchy?  They are equally important in the company's view? 

     MR. BROWN:  I would say so.  

     MS. LEA:  If the Board did not approve all the capital spending that you propose that they approve, which projects would be eliminated first?  

     MR. BROWN:  I suspect that what we would do is we would go back to the investment decision-making matrix and have a look at the risk factors as they're outlined in our process, and we would need to take a look at how to reduce spending.


Certainly the outcomes associated with reduced spending would be that we will be impacting some of those key objectives that we want to be successful around, such as meeting our customers' expectations on -- there would be reliability impacts and customer service impacts associated with reductions that we would have to quantify.  

     MS. LEA:  Mm-hmm.  So as I understand it, you're not able to say now which projects might be eliminated or ramped down.  Given a scenario where the Board reduced what it approved of what you propose in your spending, you would go back and rethink?  

     MR. BROWN:  Absolutely.  

     MS. LEA:  Thank you.


Now, that's talking about cost reduction.  Have you done an estimate of the cost, or order of magnitude of cost to your ratepayers, if you did wish to reduce -- if I can put it this way -- the amount of red in the province?  If you wanted to improve reliability, if you wanted to improve some feeders so that they met the provincial average, have you given thought to what that might mean in terms of cost?  

     MR. BROWN:  Do you want to take that one?  

     MR. LEE:  Yes, I'll take that one.

So I can tell you that as part of the scenario analysis, we do look at what are the asset needs, and if we can do everything.

But because this plan looks at all different aspects, including costs, resourcing and whatnot, like, we 

can't just say we'll do everything, because there physically isn't enough bodies to make everything green.  

So is that scenario out there?  We could run that scenario.  I don't think that for the purposes of this plan, because we would never have the resources.  

So we always looked at:  Here's the investment of -- what they call the investment –- sorry, asset investment prioritization.  They look at how much -- here's the 

line, here's what we think we should come forward with, and then this is what we can also resource.  

And then we would calculate the cost associated with that.  Our executives, again, would look at that in terms of the rate, the impact on our customers.  

     MS. LEA:  With respect to the proposals that you’ve put forward in this application, does it max out your resources, irrespective, for the moment, of cost?  

     MR. LEE:  Again, I think maybe Marc can talk to the execution part of that. 

     MS. LEA:  Marc, we haven't heard from you all day.  

Excellent.  

     MR. CLEMENT:  For some of that extra work, we are looking at our industry partners to supply us with the qualified personnel to help us complete the work program.

We have been using the Hiring Hall a lot, for the fact that it is a casual work force and very scalable.

And we were in discussions with the Power Workers Union to make sure we have sufficient qualified personnel moving forward with this plan.

And we also use a number of temp resources, as well as some contractors.  

     MS. LEA:  I guess my question didn't go to who you're using.  I'm just trying to understand the relationship between cost, resourcing, and what levels of investment you believe you can undertake.  

If you were to max out your resources -- in other words, you're doing as much as you can given the resources you have or can obtain, and you are aiming to reduce the amount of red in the province -- any idea what the 

magnitude of those costs would be compared to what you put 

forward in this application?  

     MR. LEE:  I don't believe we've run that particular scenario.  It's a big number, though.  

     MS. LEA:  Order of magnitude larger?  I don't want to press you too far, but any assistance would be appreciated.  

     MR. BROWN:  You could add another 50 million, 75 million per year on a go-forward basis, and you might get there in 15 years.  

     MS. LEA:  Thank you.

And all of these questions, I guess, that people have been asking, in my mind do revolve around the idea that the Board wants to be confident you're making optimal use of the money that you collect from ratepayers.

And I wanted to be sure that we understand where in the evidence this demonstration is, and you've given us a lot of evidence references today, which I appreciate.  

Is there anything else you think you need to point us to, and the Board Members that will be reading this transcript and point them to, so they will be confident 

that optimal use is being made of the money that you propose to spend?  

     MR. LEE:  I think I can answer part of that question, which is that I think it leads back to Dr. Higgin's question about our use of temporary staff and casual workers.

I think that flexible work force allows us to do more work at a lower cost.  So there, we're trying to optimize the dollars we do receive to do more work.

I think that's what your question was:  Why do you see such a large increase in our temporary staff?  

As we are reducing our regular staff, I think that will help in terms of the long-term savings of the reduced pension costs of these regular employees, and I think 

we're trying to find that balance and achieve those efficiency targets that we've set out for ourselves to be more productive.  

     MS. LEA:  And is there evidence -- is that the evidence that you would point to also for demonstrating that for the projects or activities you're undertaking, that you are undertaking them in the most cost-effective manner possible?  

     MR. BROWN:  Could you repeat the question?  

     MS. LEA:  What evidence would you point to, to demonstrate that for the projects you've chosen to undertake, you are undertaking them in the most cost-effective manner possible?

     MR. CLEMENT:  We do, on an ongoing basis, verify our efficiencies, our unit costs, against historicals and try to improve on those -- as I think we have in pole replacement, anyway.

We also routinely bring into the operations, on the work execution, some different types of equipment that help us to be more efficient as much as possible, some of it that we've developed ourselves.

But it's all related to targets within our internal work force.  

     MS. LEA:  It's related to internal -- if I can put it this way – benchmarking?  

One of the reasons I ask is that in technical 

conference 1, Ms. Frank was kind enough to say that you would -- at page 44, that you would answer some questions about benchmarking for activity areas in the distribution system plan.  

She indicated there was nothing like the Mercer study, but she implied there was some benchmarking within the company.  

Can you address if there was any benchmarking to any external benchmarks for the costing of your projects, or if you -- or other benchmarking that you did?  

     MR. LEE:  I can point to some benchmarking that was done on the corporate common cost, as the area I'm responsible for.  

     MS. LEA:  Just before we go there, anything on the capital investment, the ones that I talked about?  Pole replacement, station refurbishment, et cetera?  

     MR. BROWN:  No, there isn't.  

     MS. LEA:  Then the Board, in order to assess the 

reasonableness of those expenditures, you would point them to what?  Your history?  

     MR. BROWN:  I guess I would point them to the evidence that talks about how we really challenge ourselves to use our information very effectively, that we gather, make good business decisions to decide where to make wise investments, and the oversight of the processes associated with executive approvals, Board approvals, and so forth.  

     MS. LEA:  And again, I'm looking back on Ms. Frank's 

discussion at the first technical conference.  Do I understand correctly -- and pardon me if I'm misquoting her.  At pages 129 and 130, as I understand her explanation, she stated that Hydro One does not intend to demonstrate a reduction in costs over time for an activity, so much as you have estimated the cost necessary to achieve a certain number of units of activity, and the target is to achieve those units at the forecast cost.  

Is that -- is that correct?  

     MR. BROWN:  I guess I would have to -- I was not able to find that reference in there.  But nonetheless, I think there's a couple things.

One is you try to get your work program done; so there is a throughput issue.  So you want to be successful at getting the work done.

The other thing you want do is you want to demonstrate improvements over time. 

     MS. LEA:  Improvements in what?  

     MR. BROWN:  Either improvements in being able to do more widgets with the same amount of money, or to do things at a lower cost per unit.  

So I think Hydro One has a strategy whereby we would look at new ways of doing business that would deliver value 

on a few of those fronts.

And rather than doing a bunch of benchmarking with other utilities, what we do is we say:  Hey, we can 

implement something like this in our utility and save money.  

A new piece of equipment that Marc uses in the execution of his forestry plan is an example.  An example might be doing modular stations that we're testing out right now in our refurbishment program.  

Those are the kinds of methodologies by which we look at to drive costs out of the capital and maintenance programming.  

     MS. LEA:  Do I understand correctly -- this is again an impression that I believe I correctly understood from technical conference 1 -- that you don't have, for your measures that you're going to measure over the term of this plan, they don't deal with cost per unit reductions as a target?  So your targets don't include a cost per unit reduction -- and there may be one exception there.

     MR. BROWN:  Are you talking about outcome measures?  

     MS. LEA:  Yes, the eight measures that you've proposed.  

MR. BROWN:  I guess I'll have to take that under advisement.  As I understand it, we are setting targets and are going to be submitting those with a blue-page update on the outcome measures.


So at this point --


MS. LEA:  Okay.  So --


MR. BROWN:  -- I think we've agreed to take a look at what those look like, but I can't comment on what they look like at this point.  

     MS. LEA:  Oh, okay.  So what we have here already, there may be some changes to that evidence in the update that may address this matter?

     MR. AL COWAN:  That's right, Jennifer.  We heard the conversation, obviously, from technical conference 1, and we have people at this very moment, in fact, looking at those exhibits, and --


MS. LEA:  As we speak.


MR. AL COWAN:  -- saying:  Okay.  How can we improve this to help everybody understand better what underlies the programs and what efficiency improvements are built into the forecast?

     MS. LEA:  Okay.  Thank you.


Board Staff needs a moment.  I don't know if anyone else has questions at this moment.  

     MR. RUBENSTEIN:  I had a question.

Board Staff was asking you about sort of productivity and efficiency improvements.  If we can just turn up Exhibit A, tab 19, schedule 1, this is the sort of figure that looks at your distribution productivity improvements.


When you're talking about the improvements over the next five years, is this what we're talking about?  The efficiency productivity improvements, would they be embedded in this document, this chart, in some way?  

     MR. LEE:  So yes, some of the -- some of the projects that we've undertaken, the productivity, our savings are embedded in this chart.  

     MR. RUBENSTEIN:  So when you're saying -- as an example, you were using sort of, you know, we're trying to do more widgets for the same amount of cost, that's built into here?  

     MR. LEE:  That's correct.  

     MR. RUBENSTEIN:  And I think there was some discussion last -- at the first technical conference, we were at a very high level, and I sort of want to drill down slightly, and I had asked:  Can you identify -- so if we look at sort of the line items here, back office, you're going to say $14.4 million in 2015 and $15.3 million in 2016.  And you can identify how you're going to get to those savings now?

     MR. LEE:  I believe our team is putting together the blue-page updates that will hopefully answer some of those questions.

From a personal standpoint, like, I was involved in a project called "Business planning and consolidation," and I know that we had -- as part of the tool, we were able to reduce our headcount in our particular area, and that reduction of headcount is actually embedded in the "Business transformation" line as an item.  

     MR. RUBENSTEIN:  Yeah, I understand the blue-page -- I'm not asking you to actually break it down for me right now, just, someone, when they determined those numbers, said, you know, was it -- you weren't just saying:  We're going to -- we think we need to find in back office $5 million in savings in some sort of category; I don't know how we're going to get to it, but we're going to attempt to do this?

Or you -- someone sat down and said:  This is how we're going do it; this is -- we're going to reduce costs in this area by doing, you know, action item Y?

     MR. LEE:  I believe it is a build-up, as in, they were -- they looked at specific items within the back office and said:  We're going to achieve this.

     MR. RUBENSTEIN:  So if, say, 2015 comes along and there is a new process, new -- some new technology is on the market or, I don't know, something has happened and you can now build in more productivity, that wouldn't be built into this?  There is no -- you're identifying today the sort of savings that you can make.  If something happens down the road and you're able to make those savings, those aren't built into your productivity projections in any way?

     MR. LEE:  My understanding is it's a point in time, as in:  This is what we know today.  

     MR. RUBENSTEIN:  Okay.  Thank you.  

     MS. LEA:  Thank you.

I just -- we were just talking about the possibilities of the evidence update that you've talked about, and in the questions that we sent you, I guess at page 5 of those questions, there were two examples that we were looking at.  And it may be the best way to deal with this is to ask you to consider what you might provide in your evidence update should you choose to address these matters.


The first one was what are the measures of success, and we suggested that the smart-grid pilot project at Exhibit D-1, tab 3, schedule 5 would be a good illustration of that, because it's been going on for some years now.

You've invested in it.  Do you believe it's a success?  And if the answer is yes, what is it that you've measured that demonstrates that that's a success?  Or you could choose to answer that now?

     MR. BROWN:  I'll choose to answer that later if I have the choice.  

     MS. LEA:  Okay.  But it's on the record now.


The other example that we put forward to you in our questions was Exhibit D-2, tab 2, schedule 3, which is the case analyses, and we suggested that it might be helpful for the Board to have cost-effectiveness figures that would speak to the value, trying to get at the monetary value or the non-monetary value of these programs or projects, so something to demonstrate value and also productivity.


Again, it's a value proposition, but what productivity figures are there -- is there anything for these projects in excess of a million dollars?  So more complete documentation might assist us in understanding the value that this is bringing for your ratepayers.  

     MR. BROWN:  So if I look at every one of those programs and projects that are in the list that you referenced here, I wouldn't say that I see a defined efficiency or productivity item in those; however, not all of them.  Let me put it that way.

There may be some key ones where we could provide a little bit more in the evidence around where those show up --

     MS. LEA:  Okay.  

     MR. BROWN:  -- as part of this blue-page update.  

     MS. LEA:  You know your business and your evidence best.  What you can provide to -- in terms of this kind of efficiency, productivity, value proposition would be helpful.  

     MR. ROGERS:  Duly noted.  


MS. LEA:  Thank you.  

     MR. COWAN:  Ted Cowan.  If I might interject and add to that, with respect to the smart-grid pilot request, that information request, could you -- we were going to ask this in the coming session on line losses -- could you add line losses, the reduction of line losses as a result of the smart grid pilot in that area, assuming there are some?  Could you add that to one of the proven benefits of the pilot?  Or otherwise, if it's not a proven benefit?  

     MR. BROWN:  I'm not sure whether we fully have all of the assessment information out of the pilot just yet.  I know that a lot of the folks are looking at the various components of the pilot right now and evaluating those key pieces.


I have yet to see anything that has been officially published out of the smart grid project that sort of says:  We found this.  Here's what it looks like.  It's good.  Or:  Here is what we found.  This is what it looks, and it's bad.

So...

     MR. COWAN:  Just pile it as high as you can, and we'll live with that.


[Laughter]

     MR. ROGERS:  Well, just so we're clear, I've actually asked the witnesses not to make commitments until we know exactly what is involved with it, Mr. Cowan, but we're noting all of these concerns, and we want this evidence to be as fulsome as possible.  So I can assure you it will be taken under consideration.  Hopefully we can provide what you want.  

     MS. LEA:  Any other burning questions before we take a break for lunch?  I propose that we take a break until quarter to 2:00 by that clock, so that's about an hour and five minutes.  Is that adequate?  All right.  We'll see you all back here at quarter to 2:00, please.  


--- Luncheon recess taken at 12:42 p.m.


--- On resuming at 1:47 p.m.

MR. ROGERS:  Before we start, could I just address something?  

     MS. LEA:  Please.  

     MR. ROGERS:  Maybe it will help you and others this 

afternoon.  

We noted that in the questions that you sent to the 

company in advance of today, there are eight or 10 questions which arose out of the last proceeding and -- 

     MS. LEA:  The list on the back?  

     MR. ROGERS:  The list on the back.  I actually think there are 10 of them.  But the list on the back, yes.  

I have spoken to my clients about this, and, first of all, I would like to say that they have found this whole process to be very beneficial to help them understand where the concerns are coming from in this new regulatory framework application, which we're all dealing with 

here.  

So they will take into consideration the concerns and the issues that have been raised by participants.  There is another conference yet to go, so that's a continuing process.  

And with respect to the questions that you sent to us on the last page, I think the company would like to address those as best they can in the blue-page update which will be coming, rather than today.  

They will also take into account the other issues that have come up last day, today, and at the next technical conference, and try to address those as best they can in the blue-page update.  

So as I say, it's been a very helpful process for them in trying to improve the quality of evidence that is before the Board.

Having said that, I have to say that this is going to take a bit of time, and I know there was a hope this blue-page update will be done in mid-May.  I think that's not likely, in view of the work that has to be done, but we're hopeful it will be done towards the end of May.  

     MS. LEA:  Thank you very much.  I understood, I believe -– and correct me, if I'm wrong -- that the date of May 12 for the presentation by the senior executives could still go ahead, even though the blue-page update was not yet available.  

     MR. ROGERS:  Yes.  

     MS. LEA:  I presume the answer to this question is no, but I will ask it:  Is there any update on the potential timing of the filing of the transmission application, as everyone has recognized that some synchronicity might be available?  

     MR. ROGERS:  I can't commit to anything, but I understand it's hoped to be the last week in May -- April.  

     MS. LEA:  Last week of April?  Wow. 

     MR. ROGERS:  I think it's May.  We're talking about the -- 

     MS. LEA:  Transmission.  

     MR. ROGERS:  My colleague is not doing what I told everyone to do, and that's pay attention when other people are talking.  

     MS. LEA:  I'll have to take that under advisement myself.  

So for transmission, the last week of April is the hoped-for time.  Okay.  Thank you.  

Mr. Rogers -- or Don, given that we're informal here --- the other matter that we raised last time was that it would be useful to use the last half of the next scheduled technical conference day, or part of that day, as a discussion of the Issues List.

I think all the parties here were keen do that, and I 

believe your client was okay with that as well.  And if that's still acceptable to Hydro One, my question is should we expect an update before next Wednesday of Exhibit A, tab 24, schedule 1, which is the draft Issues List that Hydro One has provided?  

And if not, is there anything we should be thinking about with respect to this, any -- this list was formed before you underwent these technical conferences.  Is there anything we need to think about with respect to the list you've provided?

     MR. ROGERS:  Well, we have talked about that, Jennifer, and I don't think there is.  

We've looked at the Issues List over the noon hour, 

taking into account the questions asked and the areas that seem to be attracting the most attention, and we believe the Issues List, as presently drafted, does cover those items.  I can tell you exactly why in a moment, if you like.  

This Issues List hasn't followed the previous format of basically just mirroring the table of contents of the application.  There has been an effort on the part of the company to recast the Issues List, having regard for the Renewed Regulatory Framework that we're operating under, and trying to concentrate on those issues which they thought would be most of interest.  

Now, if I maybe can help just a little bit, over the noon hour we talked about this, and it's apparent to the company that productivity and efficiency are very important items for everybody to be dealt with.

We believe that those items are already covered on the Issues List in items 2.2 and 3.3.  I can say as well that on behalf of the company, it will not be taking a restrictive view, a narrow view of the Issues List.  I think their track record speaks to that.  There won't be an attempt to be unduly narrow in the interpretation of the Issues List.  

This is a new framework we're all operating under, and so we'll take a fulsome view of the Issues List.  

The other area that was of concern that we've divined from the questioning is the planning process, and what level of work should be done.

We believe that Issue 2.2, dealing with the planning process, is adequate to deal with the concerns raised -- I'm sorry, it's 2.1.  I misspoke.  

And the third area that seems to be -- or a third 

area that seems to be attracting a lot of attention is customer aspects, customer satisfaction and so on.  We believe that is adequately addressed in 1.1:

"Does Hydro One's Distribution's custom application adequately consider customer preferences?"

So I hope that helps.  The view of the company is that the present draft Issues List is adequate to encompass the kinds of questions and concerns that have been raised so far in these technical conferences.  We believe.  We're open to discussion, but that's our belief.  

     MS. LEA:  I appreciate you indicating that the sorts of questions that have been asked here, you believe are within the scope of the issues for this proceeding.  I appreciate knowing that, because we're all learning 

together.  

And I understand what you've said about where these 

things might fit on the Issues List, and we'll think about that between now and next Wednesday, and see if we have any concerns.  I'm sure other parties will do the same.  

     MR. ROGERS:  That's fine.  

     MS. LEA:  Any other comments on the Issues List, or any other preliminary matter, before we turn back to the evidence?  

Thank you very much, Don.

What Board Staff has left is it has a couple of questions on regional planning and then a series of questions -- two pages' worth, Mr. Thiessen -- of OM&A to ask.

But I'd invite anybody else who wants to precede us.  I understand Roger Higgin has questions, but he wishes to wait.  

Does anybody else have questions outside of those areas that they wish to bring forward before?

Please go ahead.

     MR. DUMKA:  Bohdan Dumka from the Society of Energy Professionals.  I just want to get some clarification on a few things that came up this morning, and I think we've already gone around them, but I just want to be sure I understand.  

This is the work execution portion of the presentation that Marc Clement did, and this is on page 17.  We've got examples of work execution, and on the preceding page we talk about improvements in work execution, including work bundling, and this, that and the other thing.

So I just want to get some clarification, and the first example is vegetation management, efficiency gained 

through increased use of herbicides, mechanical brush control, this, that, and the other thing.  

My understanding, the way this is described, if we have an increase in our vegetation management program going forward, we're going to see increases in the efficiency, productivity that we're going to get, because the volume of work that we're doing is increasing.  

I just want to confirm that that's the case.  Like, we are not going to -- as we see in the productivity exhibit, there's some items where it goes up like this and stays constant.  

What we're talking about here with vegetation management, because the work program ramps up -- it does peak -- I can't remember which year, 2017 or whatever.  But we're going to see increases in the efficiencies because  the volume of work has increased; is that correct?  

     MR. CLEMENT:  That's right.  

     MR. DUMKA:  The others, like trouble calls, storm response –-

MR. CLEMENT:  That’s right.

MR. DUMKA:  -- the other two examples you have, like trouble calls, you make an assumption in terms of the number of trouble calls that you have.  So that's an example of one where:  Okay, we have improved our efficiencies, the volume of work we're forecasting.  Or the number of storms we're forecasting, whatever, is pretty well constant throughout.

So we wouldn't see much variation there; is that correct?  

     MR. CLEMENT:  Well, it was an example, just to talk about some of the things that we do that affect the efficiency of that work.

There's more, but these were some of them.  Some of them are minor and some of them we're keeping -- are evolving as we go through our work execution.  

     MR. DUMKA:  Okay.

     MR. CLEMENT:  But the intent of the examples was to show that we are very concerned about productivity and efficiency, and we build it into every decision we make on an ongoing basis, and these were some examples.

     MR. DUMKA:  Okay.  And maybe my friend here -- who isn't here at the moment -- he had asked you as well about do you make any forecast, further improvements in efficiency, and I think Mr. Lee said that it's sort of a snapshot in time.


Now, in some of these work examples, would you be assuming that, going forward:  Yeah, we think we can get another 1 or 2 percent above the level of savings that we're doing now?  Are there some of those, not necessarily in these two or three examples that you have bundled in there, that:  Yeah, you know, we're rolling these things out?


Like, an example of that could be the smart meter deployment.  I thought I heard you say -- or somebody said at the first technical conference that you've got a view in terms of the savings that you're making, but you're doing some testing and whatever else, so going forward you may have forecast improvements in those areas as the work crews get tied in more to the smart meter deployment; is that correct?

So that's an example of one where we would be forecasting or seeing forecasts with increasing levels of efficiencies or whatever else?  

     MR. CLEMENT:  Yeah, I think that's why we see efficiencies as we get comfortable with the technology and smart metering network stabilized. 

     MR. DUMKA:  Okay.  Okay.  All right.  I just wanted to clarify that.  And further to -- I can't remember, I think it was Mr. Garner and Ms. Lee were asking about the I -- what used to be called the ISDs, those project data forms, and I think Mr. Brown said that Hydro One is going to come back in the update or whatever else, and you're going to show -- try to show cost savings in -- for some of these large projects.

I just want to confirm that that's a takeaway for today.  

     MR. BROWN:  I would say that we were planning in the blue pages to clarify what's already in the evidence, to the best of our ability, where those may be located.  

     MR. ROGERS:  I don't think -- I'd be careful.  I don't want to make any undertakings, commitments, but -- except to say that I assure you that the questions that have been asked will be carefully considered and, if possible, clarified in the blue pages.  

     MR. DUMKA:  Okay.  That's all I wanted to touch on.  Thanks.  

     MS. LEA:  I have one question about the slide presentation.  On slide 24, which is the corporate common costs -- and perhaps this is a silly question, but how come -- why is this reallocation between distribution and transmission happening?  Why should transmission pay more?


MR. LEE:  Sorry, so your question is --


MS. LEA:  Well, we see that the percentage of total distribution OM&A, the allocation of common costs, is changing; the distribution allocation number is decreasing, as I understand it.

Am I understanding the chart correctly?

MR. LEE:  You are.  The denominator is the total DX OM&A, which --


MS. LEA:  I see.


MR. LEE:  From C-1-21, so for example in 2013 the distribution allocation is 103.  You would take the denominator of 598, which is again from C-1-21, as total DX OM&A, and that's where you see the 17 percent. 

     MS. LEA:  So just because distribution is decreasing, does that mean that transmission's allocation is increasing?

MR. LEE:  It may be, but in this -- what this reflects is what -- the trend of the proportion of corporate common OM&A costs as a percentage of the total OM&A bucket.  The TX will be examined in the TX evidence.  

     MS. LEA:  I'm sure it will.  I'm not trying to ask you to give that evidence now.  But it may be that transmission is paying more and distribution is paying less of the total bucket?  

     MR. LEE:  That may be.  However, we used the Black & Veatch study, which we historically have used, and we did a time study to determine that the allocation of costs is appropriate.  

     MS. LEA:  Okay.  Well, I guess we'll learn more about that when the transmission application is filed.  

     MR. LEE:  Sorry, it uses the same study that's included in the DX filing as well --


MS. LEA:  Okay. 


MR. LEE:  -- so it's the same corporate common cost allocation study.  

     MS. LEA:  Okay.  I'll leave that, then.


I think, Harold, you have some questions.  

     MR. THIESSEN:  Yes, I have a few questions about the regional planning process, and that's found at Exhibit A, tab 17, schedule 8, and I refer mainly to the description of the regional planning process and the letter, I take it, from Hydro One Transmission, dated November 14th, 2013.


And my question has to do with -- there are a number of references in that letter that talk about some planning underway, some not underway.  Group 1 planning is taking place, groups 2 and 3 have not started yet, and I'm wondering if there is an update on the status of that regional planning?  Today, as opposed to last fall?  

     MR. BROWN:  Okay.  In terms of group 1, I would say that the update is that there has been further consultation with the group 1 members and LDCs, and quite frankly, we are finding that there are some tremendous benefits around this.  In fact, for -- we've highlighted some new needs for the Leamington area, which requires some new station and feeders that will actually be coming forth as part of the blue-page update that you'll see.


The status that I've received for the group 2 or 3, though, is status quo.  There's no change on that. 

      MR. THIESSEN:  Okay.  So we'll be seeing an update in the blue pages for that one project around Leamington?  

     MR. BROWN:  Yes, you will.  

     MR. THIESSEN:  I had a couple of examples that I picked out myself.  One was Burlington to Nanticoke, where it indicated that regional planning was to begin in the fall of 2013.  Has anything come out of that six months -- from six months ago to now?  

     MR. BROWN:  I'm afraid I don't know.  

     MR. THIESSEN:  Okay.  So -- and other examples -- I -- for instance, Greater Ottawa, the regional planning was to begin spring of 2014.  I suppose there is not an update from that either?  

     MR. BROWN:  I'm afraid I don't have an update.  

     MR. THIESSEN:  Okay.  Thank you.


Now, I'm going to move along to the O&M if there are no other questions on the planning process.  And my O&M questions basically don't talk that much about the specific numbers, but more the intention of the increasing O&M budgets and some of the explanations behind the budgets or the planned budgets for the five-year period, and the first has to do with vegetation management.  And that's found at Exhibit C-1, tab 2, schedule 2.


And my questions revolve around the backlog of vegetation management.  And I'm wondering whether you can provide a bit of an explanation as to why there is a backlog in vegetation management that has to be addressed over the course of the years of this application?  

     MR. BROWN:  I don't have a succinct, definitive answer that I can provide you on how we got to where we are.  All I can tell you is that we do have grids that have been not trimmed for a number of years, some 15, 17 years, so unfortunately I don't have the historical narrative to bring to the table here.  

     MR. THIESSEN:  My understanding is that Hydro One undertook a study of vegetation management in the past two or three years.  Are you aware of a study?  

     MR. BROWN:  There was a 2009 study that we filed with the last rate filing.  Is that the one that you're referring to?  

     MR. THIESSEN:  Yes.  And did that study at that time identify certain shortfalls in vegetation management, or is that where the eight-year cycle was originated?  

     MR. BROWN:  I would say it was a study that reviewed best practices and how -- you know, what other utilities were doing in terms of cycle management at that time, with a view to suggesting what optimum cycles were.

Optimum cycles were actually, from that study, shorter than the eight-year period.

MR. THIESSEN:  Why did Hydro One choose the eight- year cycle?  

     MR. BROWN:  Hydro One chose an eight-year cycle because we felt that that was a prudent, best step to move to, given the position we were in.  And some of our internal expertise within forestry suggests that a five-year cycle may be a bit excessive, from our opinion.  So that's why we've targeted to get to an eight-year cycle.  

     MR. THIESSEN:  Did that study that we've we just discussed inform you, in terms of coming up with the eight- year cycle?  

     MR. BROWN:  Could you rephrase the question, please?  

     MR. THIESSEN:  The study we just discussed, you said was filed, I guess, in 2010, and it discussed best practices in vegetation management.  

And I take it from what you've just said that you used that study as an input for your eight-year cycle that you've adopted, as well as adding your own expertise to the value of that study?

     MR. BROWN:  Yes, I would say that we reviewed the study and given consideration to where Hydro One's plan is at this point in time, and to look at the forestry levels that would take us to get to a five-year plan, that's probably a longer-term decision as to whether we may move off an eight-year into a five-year.  

That would be something that would be subject to further study, from our perspective.  

     MR. THIESSEN:  Thank you.  

     DR. HIGGIN:  Can I?

     MR. THIESSEN:  Roger. 

     DR. HIGGIN:  Thank you.  I want a follow-up to Harold's question, and that is the issue of the move to the eight-year cycle.  

As you have said, I think correctly, that the last study recommended that, and so that was four years ago.  

My question is that it appears from the budget that has been set out -- if you want the specific budget table, it says we're going to do this catch-up over two years.  It seems to me there's a big jump over two years.

My question is that:  Given you're in a five-year plan, why wouldn't this be done over a somewhat longer period -- there's already four years -- and therefore reduce the impacts that would be associated with the OM&A impact?  

So that's the question.  

     MR. BROWN:  A fair question, Roger.  The actual eight-year cycle isn't actually realized after we --

     DR. HIGGIN:  No, I understand.  It's a target.  

     MR. BROWN:  So what we've done is we've said:  Let's hit the areas that look like the pictures that I showed you, over a two-year period, let's look at those really heavily forested areas that haven't been dealt with for a long time, and then after we hit that hump in 2017, '18 –- 

DR. HIGGIN:  '16, '17 

MR. BROWN:  -- let's ramp it down to more manageable 

levels over the longer term, because we think those are the ones -- once we're over that hump, we're going to be in better shape and we’ll keep the investment level from '19 through into the next cycle at a higher level, to get there by 2023.  

     DR. HIGGIN:  Thank you.  You just answered my second 

question.  "Get there" means to an eight-year cycle by 2023.  That was my second --

     MR. BROWN:  That's correct.  

     DR. HIGGIN:  Thank you.

Harold, thank you.  

     MR. THIESSEN:  The next area of questioning has to do with station maintenance, and that's C-1, tab 2, schedule 2, page 7, where Hydro One has stated that station maintenance is increasing over the five-year period by an average of 3 percent annually, based on historical spending and adjustments in the recent trending.  

And when I saw that, I thought to myself that based on an average of 3 percent annually on historical records, to me doesn't give me a flavour of whether you're increasing efficiency, whether you're increasing the efficiency of your station maintenance spending.

Could you comment on that?  

     MR. BROWN:  I guess my comment would be that the vast majority of the spend area is around demand activities, where we are obligated to react to failures and power-out situations.


We have to react to failures associated with power-out events, and station equipment.  So given the age demographics of our equipment, we don't foresee that changing, given the capital investment level.  

Planned station maintenance work has already, in previous years prior to this filing, actually had some review and downsizing.  So we think we've got our planned maintenance activity at the right level, where we're getting the right information from our assets, and we don't foresee changing that.  

     MR. THIESSEN:  I think this question comes from, I think, an expectation we heard this morning, that if you are upgrading your system and renewing investment in your system, that reactive maintenance and, say, trouble calls and demand work would be reducing.  

And I know that you answered this morning that you aren't quite over that hump yet, and that your impression is that you're not going to see a benefit in trouble calls and demand work for a number of years.  

     MR. BROWN:  At these investment levels, I don't foresee them changing at all, because our sustainment capital is set at such a level that we are going to have the same demographic profile coming forward for a number of years now.  

     MR. THIESSEN:  Would you agree that eventually you're going to see an improvement in demand work, or customer calls, or trouble calls?  

     MR. BROWN:  Not unless we change the demographic profile of the asset base.  That would require more investment and capital.  

     MR. GARNER:  Sorry, could I ask you to clarify -– Mark Garner for VECC -- what you mean by the demographic profile of the assets?  

     MR. BROWN:  As you have work done over a five-year period to renew those assets, the group right in behind it becomes also five years older, and five years older means that it's likely to have the same kind of profile that that previous group you just renewed has, in terms of maintenance requirements and response requirements.  

If we could have every station in the province at one year old, we would have a completely different profile and we would have much lower costs.  But that isn't the investment level that we're proposing with this filing.  

We're not proposing to go do all 1,000 stations in a five-year period, and thereby have them all new and have them require little or no maintenance.  

That's the -- I'm using that as an exaggeration to make a point.  

     MR. GARNER:  Thank you.  

     MR. THIESSEN:  On page 10 of that same schedule, C-1, tab 2, schedule 2, at the top of the page is the PCB testing and retro-filling section, and there Hydro One indicates that all test -- all equipment must be tested for PCBs by 2014.  However, they're going to request an extension to 2025.

My question is:  Have you made that request, and do you have an answer?  

     MR. BROWN:  We have, and we're hoping to get it today.  I was told we were supposed to have an answer by the 23rd of April, which, I believe, is today.  

So we're very -- we think we will have our request granted.  

     MR. THIESSEN:  So it is likely this will come through?  

     MR. BROWN:  We've been working very hard with our 

environmental folks in managing this, and we're expecting to have a good outcome around this

So as a result, we haven't been doing a whole lot of contingency planning around that.  We've tried to manage it from the other end.  

     MR. THIESSEN:  So likely in the blue-page update, you may have the answer that you're looking for today?

     MR. BROWN:  I'm crossing my fingers that we get our answer, absolutely.  Absolutely.  

     MR. THIESSEN:  Thank you.  

My next question has to do with line patrols, and that's found on page 19 of that same exhibit and schedule.

And at this part of the evidence, Hydro One indicates that line patrols are performed on one-sixth of the rural feeders each year and one-third of the urban feeders each year.


And my first question is:  How long has Hydro One conducted line patrols with this frequency?  Is this your standard practice, or has this changed over the years?

     MR. BROWN:  Well, it's changed a little bit over the years.  We used to, a number of years ago prior to the Distribution System Code requirements being implemented, we used to do on 10-year cycle.

However, once the DSC minimum inspection requirements in table C1 of the Code came in, which I believe was around 2004, we started the cycle on a six-year for urban -- or, sorry, six-year for rural and three-year for urban cycle.  

     MR. THIESSEN:  And does Hydro One accept that this cycle is an optimal cycle?

     MR. BROWN:  If we had the ability to change the Code, we might suggest something a little different.

     MR. THIESSEN:  Fewer inspections or more inspections?  

     MR. BROWN:  We could probably target inspections a little bit differently that might have a resulting decrease in our cost to do that work.  

     MR. GARNER:  Harold, may I jump in and ask a question about the line patrol, and in the last set of questions about vegetation management?

The DSC Code requirements, as you said, were 2004, so since that time you've been doing -- the longest patrol you do is six years under that, and that's in rural areas, right?  

     MR. BROWN:  That's correct.  

     MR. GARNER:  How is it, then, that in 2010 all of the overgrowth vegetation that you're talking about wasn't identified by that time as being a problem and addressed by the utility?  

     MR. BROWN:  I would say that we were probably aware of the backlog from those inspections, first of all.  So it's not a matter that we weren't aware of them.  It was a matter of the difficulty in getting cleared.


As you can see, some of the grids that haven't been cleared for a number of years are -- were burning at grade.  We're taking trees out, and this takes considerably longer time to clear a kilometre than we originally had anticipated.  

     MR. GARNER:  I don't want to be argumentative, and certainly at these stages, but if I look at the table on vegetation management that was brought up earlier, what I see is from 2010 to 2013, a fairly straight-line vegetation budget.

And I guess I'm still left with the quandary of -- in my mind of, by 2006 all overgrowth should have been identified that needed to be addressed, and yet for the remaining four years nothing is identified and done about that problem.

And now that we're in front of the Board with a major rate application, we've suddenly -- you've suddenly decided:  Let's address this big problem.  Seems fortuitous in the timing.

     MR. BROWN:  Is there a question for me on that one?  I'm sorry, is --

     MR. GARNER:  Well, I still don't understand why in 2010, if you have identified the problem, why the budget doesn't change between 2010 and 2014?  

     MR. BROWN:  I'll be honest with you.  I don't have an answer for you on that.  

     MR. THIESSEN:  Okay.  I'll move on with my questions, and the next number of questions have to do with customer service OM&A, and that's Exhibit C-1, tab 2, schedule 5, and it's page 2 of that schedule.


And there, Hydro One indicates that they wish to move towards a 90 percent customer satisfaction target in five years.  However, when I look at the -- at Exhibit A, under "Outcomes", I believe Hydro One indicates that the target for customer satisfaction is 85 percent.  


Is there a contradiction there, or have I just got the definition of customer satisfaction incorrect, or is there a contradiction?

     MR. ADAMS:  I think a couple of things.  First of all, as we stated, we will look at updating the blue page on the –- "Outcome measures," I think is where you're probably referring to the 85 percent.

The 90 percent, just to add a little bit more context around it, is certainly one that's a strategic aspiration for us as a company, and further, when we look at our transactional surveys.  So the 85 percent would be more on the perceptions, surveys.

On the transactional surveys, the work that we're doing, whether it's forestry-clearing, new connects, or call centre, we're looking to get to that 90 percent level in those areas.  

     MR. THIESSEN:  Thank you.  And we'll see a bit of an update on that in the blue pages, I suppose.

     MR. ADAMS:  On the outcome measures, sure.  

     MR. THIESSEN:  Thank you.


In the past few years in Hydro One's applications, we've heard a lot about Cornerstone, the investment in the Cornerstone project, which I understand has an impact on customer service costs.  And I'm wondering, of the costs that appear in this application for the test years 2015 to 2019, how much can we attribute to the savings of the Cornerstone project that has been underway for a number of years and I understand is fully operational now?  

     MR. ADAMS:  A couple of things on the Cornerstone, if I could.  We had a conversation about Cornerstone, and we think that a more -- a fulsome conversation about the CIS-specific phase of Cornerstone would be well addressed in the May 12th session.


However, we have noted in the evidence here a number of areas where we're looking and built in savings around that CIS Cornerstone implementation.  One of them is -- I think I'll take you to table 2 on page 4, if I could.


And if we look at the "Customer service operations" line, that's one area -- it's sort of a combination of CIS benefits we're anticipating, and tendering our outsourcing business through an RFP process.  We're looking to see savings realized through that process that we can relate back to some of the benefits outlined for CIS.  That's one area.


Another area is under "Bad debt" as another line item where the CIS system is providing a new set of tools for us and some new processes around specifically when customers move out of a property and back into a property that we serve.  That used to be a "final bill," in our terminology, in the past, and now that's -- I phrase it more of an address change.  In other words, we keep that customer contract or account alive, and the balance is transferred more holistically, so there's less arrears to chase on a final bill, if I could put it that way.


There's a couple of examples right there that would highlight the savings.  

     MR. THIESSEN:  So you have examples -- the ones you highlighted have to do with the implementation of Cornerstone and realizing savings that you expected when you began that project?  

     MR. ADAMS:  Right.  

     DR. HIGGIN:  Harold, can I just ask a follow-up, get rid of all my questions?  Thanks.


So when Cornerstone was being developed and approved, I'm correct that there was a benefits realization plan prepared?  Am I correct about that, first of all?  

     MR. ADAMS:  Yes, you're correct.

And I would again iterate that I think the best place for Cornerstone questions would be for the May 12th panel, if I could.  

     DR. HIGGIN:  Right.  The question I was going to give you a heads-up on was:  Will we have available to us in this application, as part of the productivity, the actual final reports on the costs of Cornerstone, of course, and on the benefits realization plan after that's been completed?


So I know the documents were filed, and I was going to ask you as a heads-up whether you would be willing to provide the information in this proceeding.  Thank you.  

     MR. ROGERS:  I would suggest that -- present an information request and we will consider it.  Right?  I don't think this panel can make that undertaking.  

     DR. HIGGIN:  I'm not asking the panel.  I'm just giving a heads-up.


MR. ROGERS:  Oh, okay.  Thank you.  Okay.

DR. HIGGIN:  Don, the issue is this.  We have on May 12 to deal with an Issues List.  This is then something that we would need to bring forward, because right now I don't see it on the Issues List.  I'm just giving a heads-up.  

     MR. ROGERS:  That's fair.  

     DR. HIGGIN:  Thank you.  

     MR. THIESSEN:  Continuing on in the customer service area, at C-1, tab 2, schedule 7, on page 2, Hydro One discusses the energy contract, and it also indicated it had performed a fees benchmarking study which was due to be complete in February 2014.  

Is that study now complete?  

     MR. LEE:  Yes, so the study is complete. 

     MR. THIESSEN:  That's good.  I'm happy to hear that.  I'm wondering whether there will be any sort of summary of the results of this study, or whether you would be able to submit the study as part of the evidence, either through interrogatory or through the update?  

     MR. LEE:  I can share with you the summary of the study.  But the study itself, because it contains data which might impact the ongoing process, a nondisclosure agreement may have to be filed and maybe we can release it then.  

But I can share with you the summary of what the benchmarking study found.  

     MR. THIESSEN:  Can you do that now?  

     MR. LEE:  Yes.  So the energy fees -- so what the study found was that the energy fees were within the benchmark, and that no adjustment to the base fees were required for 2013.  

     MR. THIESSEN:  That's the bottom line?  

     MR. LEE:  That's the bottom line.  So they were within the benchmark.  

     MR. THIESSEN:  You're also undertaking to take this --the energy contract out to tender?

     MR. LEE:  Yes, that process is currently underway.  

     MR. THIESSEN:  Is that because -- will Energy, the entity called Energy, will it be bidding on that project as well?  

     MR. LEE:  Maybe what I can do is give you a kind of a global status of where we are in that process.  

     MR. THIESSEN:  That would be great.  

     MR. LEE:  The RFP responses were received April 10.  After the written responses are reviewed, pre-qualified proponents will be short-listed to give an oral presentation in May 2014.  

Following these presentations, the pre-qualified supplier submissions and oral presentations will be evaluated as well, as against the option of performing 

any or all services internally, based on cost and risk 

assessment.  

As Networks deems appropriate, finalists will be 

selected to proceed to negotiate business terms.  The project team will then make a final business recommendation.

The project team anticipates that Networks will enter into a final contract negotiation in the summer of 2014, and the final contracts will be approved by the board of directors in the fall of 2014.  

     MR. THIESSEN:  Thank you.

There is one clarification that I would like to -- that I would like you to do for me, and that is at appendix B of that same exhibit.  

Hydro One shows a table of fees, and I am wondering whether you can just go through that and explain exactly 

what's in that table, and what are the implications for the 

application.  It's up on the screens.  

     MR. LEE:  Table 1 represents -- so this is part of our corporate common cost planning, and what we do is we get submissions for what the -- what we call the towers, what they feel that -- what they plan the cost to be over the planning period.  

So the aggregate of that is shown in table 1, which is here's the fees for base services, volume, scope and other, and then the coal adjustment which forms the sum total for fees for basic services, and then forecast of the project spend that they will ask from our outsourcer.

So that total is shown there.  

In terms of what's allocated to DX, that's shown in table 2.  So these costs are embedded in the Black & Veatch study for cost allocation.  So this is the result of the Black & Veatch study.  

So these are the towers: finance and accounting, payroll, IT, AP, settlements and customer service operations.  So these costs are then embedded in our work program.

So for example, the customer service operation costs are in David's vertical budget -- or costs under 

budget.  

     MR. THIESSEN:  And these are services that were previously provided, or are being provided by Energy, and these are the costs going forward that -- for the services that are provided by Energy, but may not be provided by Energy going forward, depending on your RFP?  

     MR. LEE:  That's correct.  

     MR. THIESSEN:  To what extent can we expect these costs will change, depending on the outcome of the RFP?  

     MR. LEE:  I think we are committed to -- so embedded in here is savings which we hope to realize, and we are committed to these numbers, and they are embedded in the plan.  

So to the extent that they're different, that's part of the normal operations where there may be costs that are over or under.  

     MR. THIESSEN:  Would you consider updating your application for the outcome of the RFP -- like, if you're making substantial savings, for instance -- compared to your planned costs?  

     MR. LEE:  We will consider that, yes.  

     MR. THIESSEN:  All right.  Thank you.  

I do have also a question about the current Ombudsman investigation, where Hydro One is participating in an investigation by the Ontario Ombudsman regarding their billing practices.

And I was wondering whether you can give us any 

sort of update on that investigation.  

     MR. ADAMS:  Thank you.  Again we talked about that question, and feel that the May 12 executive panel will be the best place to give a fulsome conversation about that.

But in terms of implications on this rate filing, we haven't built any costs in related to that, given the timing, and we don't anticipate we will.  

     MR. THIESSEN:  So there are -- am I correct in saying there are no additional costs in your OM&A budgets going forward that relate to, for instance, correcting the issues that have come up through the Ombudsman's investigation?  

     MR. ADAMS:  Correct.  

     MR. THIESSEN:  Thank you.

I have another question on achieving customer satisfaction, and that's found -- the subject matter is found at Exhibit A, tab 4, schedule 4, page 12.  

At this reference, Hydro indicates that while it will spend $21 million over the next five years, compared to $6 million over the previous five-year period, it will do this to achieve a satisfaction level of slightly higher than the level attained in 2009.  

Now, I'm wondering whether you could more fully explain that statement, and address the issue of this sort of tripling or quadrupling in cost to attain a certain level of customer satisfaction.  

     MR. ADAMS:  The area that -- and we can see those costs as well in C-1-25, on page 16 of 19.  I think it would be the same costs that were referenced in the -- I think it was the outcomes that you had pointed out.  

So in that area of the evidence, we tried to explain the types of things.  

We feel, in line with the Renewed Regulatory Framework and our need to really get more advanced in our understanding of customer experience across the company, this is where we're looking to build that competency, and 

run various pilot programs based on customer research findings and inputs that we're seeing in areas -- for example, like exploring bill format options, or looking at different models of segmentation that are beyond what we 

historically might have done around a rate classification and more into a customer-specific level; around their preferences for communications, for example.


So some tools, some expertise, and building a deeper competence in the area of understanding our customers, but also being able to target the right programs that are going to address their needs.  

     MR. THIESSEN:  Okay.  Thank you.

And that leads me to another question, and we talked this morning about 56 percent of your customers who aren't totally satisfied with Hydro One's service indicated that the size of the bill or billing issues are the problem.  And alternatively, if we look at reliability on that same survey that was brought up, reliability comes out at 25 percent.


And in the last technical conference we raised this as well, in that it appears sometimes in the application that Hydro One seems to be focusing more on reliability and outages than it is on rates and pricing.

And I'm wondering if you want to comment on that impression that we have and how you would respond to that.  

     MR. ADAMS:  Maybe I can start, but, I don't know, maybe Paul has some more broad-based or different perspectives when it comes to the investment planning process and so on.  And I think we've tried to articulate how we go there.


So first of all, I've tried to clarify that table is not necessarily 56 percent of our customers dissatisfied with rates or price.  However, it's -- the table is indicating for the customers that were surveyed that rated us 3 or less -- so in other words, as a -- dissatisfied overall with Hydro One -- we asked what were the issues or concerns, and 56 percent of the issues or concerns that were mentioned when we asked that question of the dissatisfied customers were around rates and pricing.  So just to clarify a little bit about what that is saying.


That said, though, I think regardless of which way you look at the research, we -- that is the largest area of concern overall, in terms of our customers, so that's a fair comment.


So I think through the evidence, certainly from the customer service evidence, looking at a declining cost-per-customer basis as a demonstrated way of listening there, and looking at improvements in costs while delivering the level of service that is also expected by our customers, for example, when they call the call centre or when they receive their bill.


So it is a complex, balance type of view around this research, that customers aren't saying other things are not important, but top of mind, the bill is very important.

So it's a bit of a balance, and I think from a reliability, I think where Paul has been demonstrating through the evidence, and Marc, is that from a planning perspective, if we look at that evidence, we felt it would be inappropriate to look to bring reliability, for example, to the fourth quartile, and that we think, listening to that customer feedback, we're getting to a more realistic level of spend to keep the safety and reliability where it needs to be taking -- all the things that Marc went -- sorry, Paul went through, in terms of the assets and the investments we need to make, and the various programs.

Looking at efficiencies on a unit basis, we think that we're -- that's how we're trying to demonstrate that we're listening to that and that we're taking it seriously.


And I think Ryan mentioned that the iterations of the plan through various senior levels of the organization was also focussed on getting to a level that's more appropriate, given that customer concern.  

     MR. THIESSEN:  Thank you.  

     MR. RUBENSTEIN:  Harold, sorry, if I can just ask a quick follow-up.


This must have been asked before.  What percentage of those customers rated Hydro One with 3 or less?  

     MR. ADAMS:  Given that we had an 80 percent level of 

satisfaction, it's -- 

     MR. RUBENSTEIN:  So it was 20 percent?  Okay.  

     MR. ADAMS:  -- basically 17 to 20, depending on how you spin the numbers.  

     MR. RUBENSTEIN:  Thanks.  

     MR. YOUCH:  Brady from Energy Probe.

At the heart of your proposal is a 7 percent increase in distribution rates annually, but the number one concern

amongst your customers is that they wanted a bill to maintain their level or possibly decrease.


Did you have any research on what the impact this increase is going to have on customer surveys or the impact this is going to have on their usage, considering rates go up?  Is everyone going to start using less power?  Do you have any research on any of that?  

     MR. ADAMS:  I'm not aware of any specific research in that line of questioning, other than potentially there might be some CEA surveys that might give you a perspective there, but I'm not aware of a specific one.  

     MR. YOUCH:  Thank you.  

     MS. LEA:  Thank you.  Those are the questions that Board Staff had for today.

I'm pretty sure Roger Higgin has more questions.  Is that right, Roger?  

     DR. HIGGIN:  Yes, thank you, Jennifer, but we had decided to go by terms of the schedule, the evidence, the A exhibits, B and C, just to keep it tidy.  And so my colleague Brady, if he has any additional questions, will go first on Exhibit A.  If he hasn't, I'll move on.  Thank you.

MR. YOUCH:  I just had one.  Exhibit A, tab 5, schedule 1, attachment 1 shows customers were unsatisfied with Hydro One's ability to inform them when the lights were going to come back on.

Do you have any concrete plans to address this concern?  

     MR. ADAMS:  Sorry, could you take me to that?

     MR. YOUCH:  Yeah, Exhibit A, tab 5, schedule 1, attachment 1.

     MR. ADAMS:  Oh, it's up here.  I think it's the next screen, actually.  And this is coming from some of our transactional research, where a caller has used what we call our "outage IVR," the interactive voice response unit, the telephone-based prompts, where they can record an outage report or listen to an update.


So I think your question was around what are we doing around improving the level of letting customers know when power will be restored.  So a couple of things, one of which is -- and we've made a lot of good investments in this area that have proven well for our customers already.  The outage map that's available on our website, the outage app that's available for smartphones, for our customers, revamping of an outage -- our outage IVR to provide a lot more functionality, particularly during severe storm weather.


But where we see things going is things like proactive notifications and alerts.  So through our "My Account" secure sign-in portal for customers, they would be able to subscribe in the future to notifications of alerts for outages that are affecting them in their area, for example, that they can receive through e-mail or text alerts, that type of thing, is one example.  

     MR. YOUCH:  Thank you.  

     MR. CLEMENT:  I would like to add to that as well.  My staff actually contribute to some of that customer concerns about responding to the outages, so we've demonstrated to them what the surveys show and the concerns about the customers.  We've done some extra training with them, because they established the estimated time of restoration.

And we actually monitor on a monthly basis.  We have a report called a PETR, the proactive ETRs, that we respond with every zone to make sure that they're within half an hour before or after the established estimated time of restoration.  

     MR. YOUCH:  I have one more.  In Exhibit A, tab 6, schedule 1, Hydro One says it will achieve a top-quartile unit cost against comparable utilities.  I remember in the last technical conference we talked about how it was difficult to find comparable utilities.


So does Hydro One compare itself to other utilities, or does it not?  And if it does compare itself to other utilities, is there a list of which ones it considers comparable?  

     MR. LEE:  So we have a list of who we feel are comparable, but to your second point, we don't have any metrics to compare against.  Would you like that list of --

     MR. YOUCH:  That would be good, yeah.  Thank you.  That's it.  

     MR. LEE:  So comparable utilities are BC Hydro, Manitoba Hydro and New Brunswick Power.  

     DR. HIGGIN:  Thank you.  Roger Higgin for Energy Probe.  A couple follow-up questions that haven't been covered on the OM&A area, but they do flow into capital programs as well.  

So this relates to Exhibit C-1, if we can pull that up, OM&A, C-1, tab 2, schedule 4, and it's the operations OM&A budget and outlook.  Okay?  So that's the exhibit that's up on the screen.  

So the questions are as follows.  They do have both, as I say, an OM&A and capital issue.  

So first of all, when I saw the major increase in the smart grid expenditures rollout, knowing the pilot program had been completed, and in fact the assets are in a regulatory account and are being disposed of to customers -- I'm correct on that for the pilot?  Is that understanding correct?  

     MR. LEE:  That's correct.  

     DR. HIGGIN:  So then I looked for where is the write- up with respect to the forward program, both from an OM&A and a capital, and I went and looked in the D-2-23 exhibits, which are the project exhibits, for operations.  I didn't get from that where the smart grid expenditures are that are shown in this table, both OM&A and capital.  

So the question then comes to this:  Simply put, is 

there a forward-going smart grid plan write-up that is available?  And if it is and has been filed, could you point me to it?  

If it hasn't been filed, are you prepared to file a copy of the forward smart grid plan?  Within the context of the distribution DX, you know.

So is there a plan going forward for these expenditures?  

     MR. BROWN:  I would say that I have not -- I would have to take that under advisement to determine exactly whether there is a plan for the smart grid rollout.  

     DR. HIGGIN:  The purpose here is not to put you on the spot, but just to ask the question.  

     MR. BROWN:  The pilot is winding down, and the pilot is delivering assessments of its successes and challenges and those are driving what we plan to do as we move forward with the smart grid.  

Suffice it to say that the province of Ontario won't be painted with the exact same picture as Owen Sound.  So what you're going to likely see is a smart grid light that gets pushed out through multiple years, as we renew the network.  

     DR. HIGGIN:  Well, just to point out these are significant incremental -- having completed the pilot, for which there was funding, considerable OM&A and, I assume, capital; I wasn't able to identify capital.  

So I'm just putting it out to you as a heads-up that we would like to see that.  If I have to ask via an IR, then it will be more panic and effort to try and deal with it then.  I think it's a reasonable request to put forward, the forward-looking smart grid plan, if you could.

Thank you.  

     MR. AL COWAN:  Roger, just to clarify, under the renewed regulatory framework, smart grid work is to be treated as basically business as usual.  So it's reflected in the plan that way.  

The smart grid pilot capital does continue.  That's at 

Exhibit C-1, tab 2, schedule 5, page 18, table 6.  You'll see it's a wind-down, but there are some dollars there.  

     DR. HIGGIN:  It's a wind-down.  What I'm talking about is the ramp-up here, and to my mind, that is not part of normal business.  The ramp-up I see here, both in OM&A and capital, I question whether it falls in normal business.  

But I leave that with you to decide.  

     MR. AL COWAN:  Sure.  

     DR. HIGGIN:  Okay.  Thank you.  So moving along now –- and thanks to Harold, I have managed to get quite a number of my questions off the board.  

So the next major one is just a follow-up to my questions about staffing and compensation, and this relates to the following, that if you look at the attachment to the Mercer report, which is C-1, tab 3, schedule 2, attachment 2 --  I think you know the schedule I'm talking about here -- shows the total compensation payroll.  

The issue here I'm asking about is the following, and that is when they did that benchmarking, which of these categories was included, including, very critically, the casual staff.

And when they did the benchmarking, Mercer, did they include the casual staff, and did they include, very importantly, those casual employees, the 800?  

So that's the question, when it was done, the benchmarking.  

     MR. ROGERS:  I don't think any of these witnesses would have that information, Mr. Higgin.  

     DR. HIGGIN:  Well, we'll pose it as an IR.  

     MR. ROGERS:  Would you? 

     DR. HIGGIN:  No problem with that.  Okay.

Moving on to the --

     MR. GARNER:  Sorry, Roger, could I pursue on that exhibit right now?  I have actually just a clarification question from this morning, because we're right at that spot.  

If you look at the Mercer report table, and I have it at page 261 of the PDF document -- I'm not quite sure, because it's sort of embedded in the exhibit.  I'm trying to find exactly where the exhibit number is, but it's in 

the Mercer report, and you have to go down into the tables where they give you -– well, here it is, C-1-3-2, attachment 2, and you'll see pages 1 through 5.

And those tables have the FTEs in them, or -- the employees, right.  

And in your presentation this morning, if you look at page 25 of that where you provide the employees, you 

will get the same for 2013, using 2013 as the year, and that's on page 2, it looks like, of that report -- you'll get the number 8,205, which is the same number you have, and you'll get the 5,482, which is the same number you have under "Regular staff."

But to get there, to get to your 8,205, you have 

two other numbers; 440, which is "PWU Society" and "MCP temp," and 2,283 staff under "Casual."  

And I was left, when I looked at that, wondering why there were two categories representing PWU temp, reg, Society and MCP.  If you can explain this -- the temp concept in the unionized and management compensation group  seemed unusual, and I didn't understand why there were -- can you tell me about that 440, which adds up to the 8,205?  

     MR. LEE:  Maybe Marc can speak to the PWU –- oh, sorry.  The temporary staff represents people who are non-regular or non-permanent, so people like summer students and Hiring Halls.  I believe Hiring Hall numbers are included in the PW temp number.  When we have summer students, those people are included in the Society temp numbers.  

     MR. GARNER:  As opposed to being casual, because they have to be part of the bargaining unit as part of that position?  Is that why?

I am still left to -- why is a temporary person in a unionized position, for instance?

     MR. LEE:  I don't know the answer to that.  

     MR. CLEMENT:  They are hired –- it is normally retired people that are hired after the fact, and they're allowed to come in on a temporary status for up to a year.  I think that's the type of individual we're talking about, and there is PWU, Society, MCP staff in there.  

     MR. GARNER:  Right.  So for MCP, for instance, a former manager, retired, who comes back as a temporary position might be there?

Because it seems like an -- odd to say:  Yeah, we have a temporary management person.  Right?  That seems to be an odd category of people.  

     MR. ADAMS:  I can give you another example.  So leading up to CIS, as part of the CIS project where we had a lot of regular staff assigned to the project, we backfilled with temporary staff in certain cases, and they would have been in this temp Society or temp MCP status, as another example.

MR. GARNER:  Okay.  Thank you.


Can you tell me, in the evidence, is there anywhere where the MCP category of both FTEs and dollars is sub-categorized for executive versus line management?  Is that done in this application some place?  Maybe, Al, you know?  

     MR. AL COWAN:  No, it isn't.  

     MR. GARNER:  And is there a reason, if it were asked for, not to do it?  I presume there's enough senior executives as to provide anonymity in that category.  And I don't know the history also.  Maybe there is a history why?

     MR. AL COWAN:  Yes, it's something that, because, well, one, we don't provide an FTE breakdown by groups.  We've always used a work-based approach.  All our filings and applications -- within the annual report there is executive compensation certainly provided in one of the tables and the notes to the annual report, where you can get a lot of that information.

You can also get it off the Sunshine List, so... 

     MR. GARNER:  Okay.  Thank you.  

     DR. HIGGIN:  It's Roger Higgin.  I'm going to go now to a couple of questions on capital, and the main one relates to our favourite topic of poles.  Okay?  I think we all -- anyway, if we can pull up the capital budget for D-1, tab 3, schedule 2 and look at page 24, table 5.  Yes, pole replacements.  There we are.  Thank you very much.


And so this shows the historic pole replacement budgets and the outlook for the budget going forward for these five test years.  Okay?  So basically, if we do a bit of math -- and you have to do that by looking at how many poles per year were replaced -- I would like you to have a look at that, because my math says, well, in 2013 it was $7,120 per pole and in 2019 it will be $9,408 per pole.  That is in increase of 32 percent.


Therefore, when we were talking about cost efficiencies and unit costs, then that leapt out at me as a big issue.

So I'm not addressing it; I'm giving you a heads-up that that doesn't seem to be consistent with cost efficiencies and so on, and we will be pursuing that very strongly through interrogatories and so on as being an example of non-cost efficiencies.  That was why I wanted to raise that.


MR. GARNER:  Thank you, Roger.


DR. HIGGIN:  So one last question.

When we were talking about your overall capital plan that came out of your process, there was a discussion -- I think it was you, Mr. Lee -- that talked about scenario analysis.

So the question was:  Did you actually look at scenarios that might be -- this is normal practice, 10 percent more, 10 percent less, including whether that came out from one of the three main classes of assets.  Was that work done, because from all prior filings that I've seen with many other utilities, that work is done, and it's filed.  So those scenarios are usually filed.


So did you actually do that work, and is it available?  

     MR. LEE:  So I would say we did do the work.  As to the status of it now, they were just scenarios, so they were just, I guess, work-in-progress documents that were just shown to our senior team, but they were never filed any further because they were -- that group was not chosen, so we did not pursue that scenario any further.  

     DR. HIGGIN:  Okay.  So anyway, we probably will want to ask you for those scenarios through the interrogatory process.  Again, I see that as part of the -- give you a heads-up on that.  Okay?

     MR. LEE:  But again, they were just work-in-progress, so there is no formal standing to them.  They were just worksheets.  

     DR. HIGGIN:  That's the status internally.  We would still like to see that as being relevant information that we would like to see, so just to give you a heads-up on that.  Okay?  Thank you.  

     MS. LEA:  Other questions from other folk?  Anything from us?  No?


Well, that looks like it, then.  And I would like to thank the panel very much for all your efforts today.  We really appreciate you taking the time and answering our questions as fully as you did.


I do have a couple of closing thoughts.  The next technical conference, number 3, is next Wednesday, April the 30th, starting at 9:30, same time, and the main topic is the proposed cost allocation and rate design changes, including line losses.

And the evidence that Hydro One has provided exists in Exhibit A, tab 20, schedule 1, which is stakeholder consultation, and all of Exhibit G, which is the cost-allocation rate design exhibit.


The other thing that I think everyone wants to do in the next technical conference, again, is discuss the Issues List, so I would urge all parties other than the applicant to work on this Issues List.  Bring your questions, bring your problems, bring your objections and your agreements, because it would be great to have a product at the end of the day of an agreed-to Issues List that we can file with the Board, and that would avoid argument on May the 12th.  So we'll see if that can be done.


Board Staff will attempt to send questions for the panel, and also, if we can identify them, any problems we have with the Issues List in advance of the next technical conference.  I'm hoping that that will happen on the Monday.  We'll see how we go.


And one thing that we have found useful in the past that Hydro One might want to consider is bringing a Word version of the Issues List so that we can actually have it on the screen and work on the wording if necessary during that third technical conference.  Certainly we found that useful before.


So anyone else with closing questions, remarks?  Thank you all very much, and we'll see you in a week.  

--- Whereupon the conference adjourned at 3:05 p.m. 
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