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Association of Major Power Consumers in Ontario (AMPCO) INTERROGATORY #34 1 

 2 

Issue 6.0 Revenue Requirement 3 

 4 

Interrogatory 5 

 6 

Reference 1: Exhibit A/Tab 4/Schedule 4/p.13  7 

 8 

The evidence states “During the term of the 5 year plan, Hydro One plans to maintain 9 

current levels of distribution reliability, while improving customer service and 10 

satisfaction.” 11 

 12 

Reference 2: Exhibit E1/Tab 1/Schedule1/p.2 13 

 14 

The evidence states “The above Revenue Requirements are the amounts required by 15 

Hydro One Distribution to  ensure the most appropriate, cost-effective solution to 16 

respond to corporate objectives mainly related to improving customer satisfaction, 17 

providing safe, reliable and affordable  service and improving overall system reliability.” 18 

 19 

a) Please confirm if Hydro One’s objective is to maintain or improve reliability over 20 

the 5 year plan. 21 

 22 

Response 23 

 24 

Hydro One understands customer satisfaction is a key element to the success of the 25 

company. Hydro One Distribution customers have stated their preferences are to limit bill 26 

impacts and maintain the current level of reliability. Hydro One’s goal is to satisfy both 27 

these preferences by finding the balance between them. Due to the number of distribution 28 

assets currently reaching the end of service life, the level of funding Hydro One has 29 

requested is to replace the assets in areas where reliability will suffer if the assets are not 30 

replaced or refurbished. The replacement of a specific asset will improve the level of 31 

reliability in that particular area and will reduce the OM&A costs for that unit. However, 32 

it will not change the demographics of the distribution system or improve overall 33 

reliability of the system. 34 
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Association of Major Power Consumers in Ontario (AMPCO) INTERROGATORY #35 1 

 2 

Issue 6.0 Revenue Requirement 3 

 4 

Interrogatory 5 

 6 

Reference:  7 

 8 

Preamble: This application does not appear to deal with the Norfolk Hydro acquisition. 9 

AMPCO’s understanding is that Norfolk Hydro ratepayers are to be given an initial rate 10 

decrease, followed by a multi-year rate freeze. Given normal escalation, this suggests that 11 

Norfolk operations will lose money.  Hydro One has stated it will operate Norfolk 12 

separately from Hydro One.  13 

 14 

a) Please verify.    15 

 16 

Response 17 

 18 

a) Hydro One first notes that OEB approval is still pending for this application.  Hydro 19 

One confirms that the MAAD application requests that the former customers of 20 

Norfolk Power Distribution Inc. be given an initial 1% reduction in their base 21 

distribution delivery rates followed by a 5-year rate freeze.  The cost of this reduction 22 

will be funded from the synergies expected from the transaction.  Hydro One will 23 

track costs for the Norfolk business unit separate from its legacy distribution 24 

customers.  Norfolk Hydro and its distribution rates fall outside the scope of Hydro 25 

One’s Custom Application.   26 



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.01 

Schedule 1 Staff 87 

Page 1 of 1 

 

Ontario Energy Board (Board Staff) INTERROGATORY #87  1 

 2 

Issue 6.1 Is the rate base component of the revenue requirement for 2015 as 3 

set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference:  Exhibit D1-1-2/Attachment 1/p. 4 8 

 9 

Hydro One summarizes the results of projects approved under its Incremental Capital 10 

Module case (2013 IRM application EB-2012-0136).  Under Enterprise Applications 11 

Hydro One indicates spending of $42.6 million, an increase $13.7 million over approved 12 

spending of $28.9 million, and increase of 47%.  13 

 14 

Hydro One does not provide an explanation for this cost overrun.  Please provide details 15 

of why the project cost was so far in excess of the amounts approved under the ICM.   16 

 17 

Response 18 

 19 

The variance the question is referring to is largely attributable to timing.  The CIS project 20 

(Cornerstone Phase 4) was instituted in 2011 and was in full project mode in 2012.  From 21 

time to time, CIS required many of the same resources that were originally planned for 22 

Phase 3 projects as well as the Enterprise Application Replacement projects.  As a result, 23 

several projects in the Phase 3 program planned for completion in 2012 were delayed to 24 

2013.  All of the completed projects were materially on-budget in terms of total spending.  25 

However, the in-service date of several of these projects was shifted to 2013, causing the 26 

reported increase in 2013 in-service capital. 27 
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School Energy Coalition (SEC) INTERROGATORY #48  1 

 2 

Issue 6.1 Is the rate base component of the revenue requirement for 2015 as set 3 

out in the Custom Application appropriate?  4 

 5 

Interrogatory 6 

 7 

Reference: Exhibit C1/Tab 2/Schedule 8/p.25 8 

 9 

Please provide copies of all Internal Audit reports from 2010-2014 for all material capital 10 

projects. 11 

 12 

Response 13 

 14 

Please see Hydro One’s response in Exhibit I, Tab 4.2, Schedule 9 SEC 35. 15 



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.01 

Schedule 9 SEC 49 

Page 1 of 1 

 

School Energy Coalition (SEC) INTERROGATORY #49  1 

 2 

Issue 6.1 Is the rate base component of the revenue requirement for 2015 as set 3 

out in the Custom Application appropriate?  4 

 5 

 6 

Interrogatory 7 

 8 

Reference:  9 

 10 

What was the actual cost for the Cornerstone (CIS Replacement Project)? Please explain 11 

any variance with the budgeted cost. 12 

 13 

Response 14 

 15 

Below is the table of actual versus budgeted costs for Cornerstone Phase 4 (CIS 16 

Replacement Project). 17 

 18 

Description 

(in $M) 

Budget and OEB 

Approved 

Actual Variance 

    

OM&A 24.4 25.5 1.1 

    

Capital (including MFA) 155.4 153.7 (1.7) 

    

Total 179.8 179.2 (0.6) 

 19 

OM&A costs were slightly higher than budget due to transformation work (training, work 20 

instructions and change management) and data cleansing. 21 
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Association of Major Power Consumers in Ontario (AMPCO) INTERROGATORY #36 1 

 2 

Issue #6.1 Is the rate base component of the revenue requirement for 2015 as set 3 

out in the Custom Application appropriate?  4 

 5 

Interrogatory 6 

 7 

Reference: Exhibit D1/Tab 1/Schedule 1/p.2 Table 1 8 

 9 

a) Please provide an estimate of the 2014 mid-year distribution rate base, in the form 10 

of D1-1-1 Table 1. 11 

 12 

Response 13 

 14 

a) The calculation for 2014 mid-year distribution rate base is provided below. Please 15 

note that this is a hypothetical calculation as 2014 is an IRM year for which rates 16 

were set using the Board’s formula under the 3
rd

 Generation IRM, thus no rate base 17 

was calculated to determine rates. 18 

 19 

 20 

Bridge Year

2014

Mid Year Gross Plant 9,529.2                

Mid Year Accumulated Depreciation (3,553.3)               

Mid Year Net Plant 5,975.9                

Cash Working Capital 248.3                   

Materials and Supplies Inventory 6.4                      

Distribution Rate Base 6,230.5                

DESCRIPTION
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Association of Major Power Consumers in Ontario (AMPCO) INTERROGATORY #37 1 

 2 

Issue 6.1 Is the rate base component of the revenue requirement for 2015 as set 3 

out in the Custom Application appropriate?  4 

 5 

Interrogatory 6 

 7 

Reference 1: EB-2009-0096 Exhibit D1/Tab 1/Schedule 1/Attachment 1/p.6 8 

 9 

Reference 2: EB-2013-0416 Exhibit D1/Tab 1/Schedule 3/Attachment 1/p.6 10 

 11 

Reference 3: Hydro One website indicates “CIS and the elimination of the customer 12 

billing delay”. 13 

 14 

Preamble: It is AMPCO’s understanding that part of the benefit of the new Customer 15 

Information System was to be the reduction or elimination of the 18 day billing delay, 16 

between when the bill is sent out and when payment is due. This is defined in the lead lag 17 

studies as a part of the collection delay. 18 

 19 

In the Lead-Lag study prepared for EB-2009-0096, the average collection delay is 20 

identified as 32.07 days (Ref 1). 21 

 22 

In the Lead-Lag study for EB-2013-0416, the average collection delay is identified as 23 

28.77 days, a reduction from the previous study of only 3.3 days (Ref 2).  24 

 25 

It does not appear that the Navigant Study includes consideration of the impact of the 26 

new CIS. 27 

 28 

a) Please provide an estimate of the impact on working capital of the new CIS 29 

implementation, considering the elimination of the 18 day customer billing delay.  30 

  31 
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Response 1 

 2 

a) As indicated in Exhibit D1, Tab 1, Schedule 3,Attachment , p.6, a collection lag is the 3 

time period from when the customer’s bill is provided to the customer, to the time 4 

period that the customer provides a payment to HONI and when that payment is 5 

recorded in HONI’s billing system. A billing lag is the time period from when the 6 

customer’s service period ends, which is typically defined as when the meter is read, 7 

and the time that the customer’s bill is generated and provided to the customer.  8 

 9 

The new Customer Information System has an impact on billing lag which was 10 

considered as part of the Navigant Study. As a result the billing lag was reduced from 11 

19.12 days in 2010 (Ref 1) to 7.7 days in 2015 (Ref 2). 12 



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.02 

Schedule 6 VECC 74 

Page 1 of 2 

 

Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #74 1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the 3 

revenue requirement for 2015 as set out in the Custom Application 4 

appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A/Tab 3/Schedule 1/p.3 & Exhibit B1/Tab 1/Schedule 1 9 

 10 

a) What is the rationale for adjusting equity returns during the plan period rather 11 

than embedding the 2014 rate of returns into rates for the 5 year period as might 12 

be done under an incentive rate plan? 13 

b) Please provide a similar explanation/rationale for the proposal to adjust short term 14 

and long-term debt during the plan 15 

 16 

Response 17 

 18 

a) Hydro One believes that updating the cost of capital to reflect the most recent 19 

relevant data possible is appropriate because the new investments should earn 20 

returns that are consistent with the anticipated returns during the period of the 21 

investment. 22 

 23 

This approach is consistent with the Board’s Decisions on Hydro One’s rate 24 

applications since 2009 including its last Distribution Cost of Service application 25 

EB-2009-0096 and its 2013 IRM application EB-2012-0136, as well as the recent 26 

Transmission Cost of Service applications EB-2010-0002, EB-2011-0268 and 27 

EB-2012-0031. 28 

 29 

Particularly in its Decision with Reasons (filed under Attachment 1 of this 30 

exhibit) in Hydro One Transmission rate application EB-2010-0002, on Page 50, 31 

the Board stated: 32 

 33 

“As a general rule the Board prefers that all rate decisions are informed by the 34 

most recent relevant data possible…” 35 

 36 

In this Decision, supported by Board Staff and intervenors, the Board ordered 37 

Hydro One to update its ROE and Short Term Debt based on the parameters 38 

issued by the Board in November of the preceding year, to incorporate actual debt 39 
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issues and to update its long term debt forecasts to reflect and take account of 1 

actual issuances of debt since the time of original application. 2 

 3 

b) Please see response to part a) above. 4 
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School Energy Coalition (SEC) INTERROGATORY #50  1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate?  5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit B1 9 

 10 

Please provide a chart comparing the Applicant’s actual regulated ROE (or forecasted for 11 

2014) and it’s approved ROE for each between 2009-2014. 12 

 13 

Response 14 

 15 

Please refer to the interrogatory response in Exhibit I, Tab 6.3, Schedule 6 VECC 76. 16 
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School Energy Coalition (SEC) INTERROGATORY #51  1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate?  5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit B1 9 

 10 

If during the term of the proposed Custom Application (2015-2019) the Board changes 11 

the deemed capital structure currently set out in the Report of the Board on the Cost of 12 

Capital for Ontario’s Regulated Utilities, how does the Applicant propose to deal with 13 

that development for ratemaking purposes, if at all? 14 

 15 

Response 16 

 17 

If during the term of the proposed Custom Application (2015-2019) the Board changes 18 

the current deemed capital structure, Hydro One would implement any changes that the 19 

Board deems as appropriate to incorporate via the annual process of updating cost of 20 

capital parameters. 21 
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School Energy Coalition (SEC) INTERROGATORY #52  1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate?  5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit B1/Tab 1/Schedule 1/p.3 9 

 10 

Please provide a copy of the September 2013 Consensus Forecast. 11 

 12 

Response 13 

 14 

The requested report is provided as Attachment 1 to this response. 15 
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Energy Probe Research Foundation (EP) INTERROGATORY #42 1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate? 5 

Interrogatory 6 

 7 

Reference: Exhibit A, Tab 3, Schedule 1, Page 3 and 8 

Exhibit B1, Tab 2, Schedule 1- Cost of Debt-Optimization and Annual 9 

Adjustments  10 

 11 

a) Please provide details of the Updating of Costs of Debt, Debt Requirements and Debt 12 

Cost. In particular, how will debt requirements totalling $1,972.2 billion new debt 13 

over Plan be kept current?  Please provide details. 14 

 15 

b) Discuss the assumptions regarding the forecast for equal amounts of 5 year, 10 year 16 

and 30 year debt. Confirm this was not the case historically (see Exhibit B2 Tab 1 17 

Schedule 2 Page 4). 18 

  19 

c) Please provide details for optimization of Cost of Debt and Mapping to HO Dx & Tx 20 

during the 5 year MY COS Plan. 21 

 22 

d) In particular discuss strategies for Debt Issue timing relative to debt market outlook 23 

(for example if Market rates rising Issue more Debt early. Market rates falling issue 24 

less debt). 25 

 26 

e) Provide a discussion of how to ensure Cost of Debt is optimized, Ratepayers and HO 27 

kept whole over 5 year CMY COS Plan. 28 

 29 

Response 30 

 31 

a) As stated in Exhibit B1, Tab 2, Schedule 1, page 9, line numbers 15 to 19; 32 

 33 

“…Hydro One assumes that long term debt rate will be updated to 34 

reflect and take into account the actual issuances of debt since the 35 

time of original application consistent with the OEB’s Decision on 36 

Hydro One Transmission’s 2013 and 2014 rate application in EB-37 

2012-0031 and changes in the interest rate forecast.”. 38 

 39 

For the 2016 to 2019 period it would be updated on an annual basis at the time the 40 

cost of capital parameters are updated to reflect the September Consensus forecast 41 

and Bank of Canada data available in October of the preceding year as part of the 42 

Draft Rate Order for those test years. 43 

 44 
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b) Equal amounts of 5 year, 10 year and 30 year debt is used as an assumption for 1 

planning purposes, as discussed in Exhibit B1, Tab 2, Schedule 1, page 6, lines 5 to 7.  2 

This evidence states that, “For 2014 to 2019 planning purposes it is assumed that debt 3 

issuance will be evenly distributed over the standard five, ten and 30-year terms, 4 

which are preferred by investors.” 5 

 6 

This assumption has been employed historically for planning purposes. As shown in 7 

Exhibit B2, Tab 1, Schedule 2 Page 4, actual debt issuance has not followed this 8 

assumption as approximately 65% of the debt outstanding has a remaining term of 15 9 

years or greater. 10 

 11 

c) “Hydro One Inc.’s debt financing strategy takes into consideration the objectives of 12 

cost effectiveness, distributing debt maturities evenly over time, and ensuring the 13 

term of the debt portfolio is compatible with the long life of the Company’s assets”, 14 

as discussed in Exhibit B1, Tab 2, Schedule 1, page 1, line numbers 12 to 14. 15 

 16 

Mapping to Hydro One Dx and Tx are based upon borrowing requirements, which are 17 

driven mainly by debt retirement, capital expenditures net of internally generated 18 

funds, and the maintenance of its capital structure, as discussed in Exhibit B1, Tab 2, 19 

Schedule 1, page 2, lines 18 and 19. 20 

 21 

d) The timing of debt issuance takes into consideration the objectives discussed in the 22 

first part of the response of part c) regarding cost of debt and is also impacted by 23 

market receptivity. 24 

 25 

e) Please refer to the first part of the response of part c) regarding cost of debt. 26 

 27 

Ratepayers and Hydro One are kept whole over a 5 year COS plan through the 28 

process discussed in the response to part a) of this interrogatory.  29 
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Energy Probe Research Foundation (EP) INTERROGATORY #43 1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate? 5 

Interrogatory 6 

 7 

Reference: Exhibit B1/Tab 1/Schedule 1/p.3 8 

 9 

Preamble 10 

As discussed in this Exhibit, forecast interest rates will be updated consistent with the 11 

methodology used for the return on common equity and deemed short term interest rate. 12 

 13 

a) Confirm that in the 5-year Plan period, the long term debt rate will be updated to 14 

reflect and take into account the actual issuances of debt since the time of original 15 

application and changes in the interest rate forecast, consistent with the OEB 16 

Decision on Hydro One Transmission 2013 and 2014 rate application in EB-2012-17 

0031. 18 

 19 

b) Please provide details on timing and how this annual adjustment will be done. 20 

 21 

Response 22 

 23 

a) Yes, in the 5-year Plan period, the long term debt rate will be updated to reflect and 24 

take into account the actual issuances of debt since the time of original application 25 

and changes in the interest rate forecast, consistent with the OEB Decision on Hydro 26 

One Transmission 2013 and 2014 rate application in EB-2012-0031. 27 

 28 

b) Please see response to Exhibit I, Tab 6.2, Schedule 11-EP 42, part a). 29 
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Energy Probe Research Foundation (EP) INTERROGATORY #44 1 

 2 

Issue 6.2 Is the capital structure and cost of capital component of the revenue 3 

requirement for 2015 as set out in the Custom Application 4 

appropriate? 5 

Interrogatory 6 

 7 

Reference: Exhibit B1, Tab 2, Schedule 1, Page 2 and Page 7 8 

 9 

Preamble:  10 

Energy Probe suggests a significant complication during a five year plan is the amount of 11 

issued and the mapping to Tx and Dx. For example, in  October of 2013, Hydro One Inc. 12 

issued $750 million of five-year notes with a 2.78%  coupon rate, of which $337.5 13 

million was mapped to Hydro One Distribution, as shown  on line 31 of Exhibit B2, Tab 14 

1, Schedule 2, Page 6. 15 

 16 

a) Please provide detail of the projected new debt requirements of HO and the forecast 17 

split between Tx and Dx Reconcile to Table 3 (Page 7). 18 

 19 

b) How will adjustments to the amounts of debt issued by HO and mapped to Tx and Dx 20 

be made during the plan period? Please discuss in detail. 21 

 22 

Response 23 

 24 

a) The projected new debt requirements of Hydro One Inc. and the forecast split 25 

between Tx and Dx are in the following table.  26 
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Forecast Debt Issues for 2015 to 2019 1 

Year 

Principal Amount 

($Millions) Term 

(Years) 
Coupon 

Dx Tx 
Hydro 

One Inc. 

2015 

89.6    159.3 250.0 5 3.80% 

89.6    159.3 250.0 10 4.79% 
89.6    159.3 250.0 30 5.63% 

2016 

144.0    197.5 350.0 5 4.30% 

144.0    197.5 350.0 10 5.29% 

144.0   197.5 350.0 30 6.13% 

2017 

133.8    213.5 350.0 5 4.70% 

133.8    213.5 350.0 10 5.69% 

133.8    213.5 350.0 30 6.53% 

2018 

169.5   199.5 350.0 5 4.80% 

169.5    199.5 350.0 10 5.79% 

169.5    199.5 350.0 30 6.63% 

2019 

78.1    86.2 175.0 5 4.80% 

78.1    86.2 175.0 10 5.79% 

78.1    86.2 175.0 30 6.63% 

 2 

The above principal amounts exclude the refinancing of deemed short term debt. The 3 

above principal amounts for Dx and Tx may not add up to the principal amount for 4 

Hydro One Inc. because Hydro One Inc. also allocates a portion of its debt to Hydro 5 

One Brampton and Hydro One Remotes.  6 

 7 

 8 

b) Please see Exhibit I, Tab 6.2, Schedule 11 EP 42, part a), for a response regarding 9 

updating to reflect to take into account the actual debt issuances during the plan 10 

period.  11 

 12 

As discussed in the response to Exhibit I, Tab 6.2, Schedule 11 EP 42, part c), 13 

mapping to Hydro One Dx and Tx shown in the table above is based upon forecast 14 

borrowing requirements, which is driven mainly by debt retirement, capital 15 

expenditures net of internally generated funds, and the maintenance of its capital 16 

structure, as discussed in Exhibit B1, Tab 2, Schedule 1, page 2, lines 18 and 19.  The 17 

actual amount of debt issued by Hydro One Inc. and mapped to Tx and Dx will be 18 

based on the actual borrowing requirements of each business. 19 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #75 1 

 2 

Issue 6.3 Is the depreciation component of the revenue requirement for 3 

2015 as set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference: A/T2/S1/pg. 9 8 

 9 

a) Please provide the revenue requirement for 2016 through 2019 assuming the cost 10 

of capital (debt and equity) is fixed for the 5 year period.   11 

b) Please provide the rate impacts (unmitigated) under the same scenario. 12 

 13 

Response 14 

 15 

a) and b) Please see table provided below: 16 

 17 

 
2016 2017 2018 2019 

Total revenue requirement $M 1506.8 1548.3 1576.1 1609.0 

Rate Impact 6.1% 2.0% 1.5% 1.9% 

 18 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #76 1 

 2 

Issue 6.3 Is the depreciation component of the revenue requirement for 3 

2015 as set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference: B1 8 

 9 

a) Please provide the actual returns of Hydro One Inc. and notional regulated rates of 10 

return of Hydro One Distribution for each of the years 2008 through 2013 11 

 12 

Response 13 

 14 

a) The actual regulated ROE for the years 2010 to 2013, found in the table below, have 15 

been calculated using the revised template for reporting regulatory return (ROE) 16 

under Section 2.1.5.6 of the Reporting & Record Keeping Requirements for 17 

Electricity issued by the Board on March 14, 2014. 18 

 19 

Hydro One was not able to calculate the actual regulated ROE on a deemed basis for 20 

2008 and 2009 using the Board’s model. The model used by the Board reflects the 21 

Board’s current cost of capital parameter calculation methodology implemented only 22 

since December 2009, when the Board issued its cost of capital report in EB-2009-23 

0084. 24 

  25 

Year 
Actual Regulated 

ROE 
Allowed 

 ROE 
Under-earning 

2010 8.46% 9.85% -1.39% 

2011 9.05% 9.66% -0.61% 

2012 8.94% 9.66% -0.72% 

2013 8.01% 9.66% -1.65% 

2014 8.34%
1
 9.66% -1.32% 

Note 1: The figure in 2014 is a forecast number calculated using information found in Exhibit 1-12-2 26 

and Exhibit D2-1-1. 27 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #77 1 

 2 

Issue 6.3 Is the depreciation component of the revenue requirement for 3 

2015 as set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference: C1/T6/S1/pg. 2 8 

 9 

a) Please explain how the asset removal costs are forecast for 2015 through 2019. 10 

 11 

Response 12 

 13 

a) Generally, previous year’s actuals are used to predict the removal rate of future work 14 

for programs that replace similar assets year after year. 15 

 16 

The amount of removal costs for a project is identified when the cost estimate is done 17 

for the particular project. For projects far in the future where the scope of the project 18 

is less clear and where a detailed estimate has not been prepared, the planner reviews 19 

the actuals for a similar project to forecast the project cost including the amount of 20 

removals expected. If necessary, the planner also engages the field staff to estimate 21 

the asset removal costs. 22 
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Ontario Energy Board (Board Staff) INTERROGATORY #88  1 

 2 

Issue 6.4 Is the taxes / PILs component of the revenue requirement for 2015 3 

as set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference:  Exhibit C2/Tab5/Schedule1/Attachment 1 (Calculation of Utility 8 

Income Taxes) 9 

 10 

a) The regulatory net income before tax amounts for test years 2015-2019 do not agree 11 

with the earnings before tax in exhibit A/T12/S2 for the same periods.  Please provide 12 

a reconciliation of the differences and explain which net income before tax numbers 13 

are correct. 14 

 15 

b) Removal costs are shown in the tax calculations and in depreciation expense 16 

[C2/T4/S1/page2] but the dollar amounts are significantly different. 17 

 18 

Removal Costs  

($ millions) 
2015 2016 2017 2018 2019 

In Depreciation 54.5 57.0 60.4 63.3 65.8 

In PILs calculations 6.0 6.0 6.0 6.0 6.0 

   19 

i) Please explain what costs are included in asset removal costs in depreciation. 20 

 21 

ii) Please explain what costs are included in asset removal costs in the PILs 22 

calculations. 23 

 24 

c)  Other post-employment benefits payments are shown below. 25 

 26 

OPEBs ($ millions) 2015 2016 2017 2018 2019 

In PILs calculations 31.1 33.7 35.6 37.4 39.7 

 27 

i) Are the OPEB payment amounts those costs related to OM&A or are these 28 

OPEBs contained in both OM&A and capital additions? 29 

   30 

ii) Please provide a table that shows the OM&A and capital components for each 31 

year 2015-2019 similar to the tables in C1/T3/S3/pages2-3. 32 

 33 

 34 

d) Capitalized overhead costs in the PILs calculations are shown below.  Please note that 35 

capitalized pension costs are identified separately in the PILs calculations and in the 36 

pension analysis in C1/T3/S3/pages2-3.  37 

 38 
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Capitalized overhead 

($ millions) 
2015 2016 2017 2018 2019 

In PILs calculations 21.8 20.7 20.4 20.9 21.7 

 1 

Capitalized overhead costs in C1/T5/S2/page3 for 2015-2019 are shown below. 2 

 3 

 

Overhead Cost Category 

($ millions) 

Test Years 

2015 2016 2017 2018 2019 

Capitalized Administrative 

& General Costs 

69.5 65.4 64.4 67.1 69.7 

Capitalized Operating Costs 16.4 16.0 15.9 15.3 15.6 

Total 85.9 81.4 80.2 82.5 85.3 

 4 

i) Please provide an analysis and tables that show the split between transmission and 5 

distribution capitalized overheads. 6 

 7 

ii) If the amounts for distribution from this analysis in part (i) above are different 8 

than the amounts used in the PILs calculations, please provide analysis and 9 

commentary to explain why they should be different.  10 

 11 

Response 12 

 13 

a) The figures in Exhibit C2, Tab5, Schedule1, Attachment 1 (Calculation of Utility 14 

Income Taxes) are calculated for regulatory purposes to determine the revenue 15 

requirement for the test years; whereas the figures in the pro-forma statement are 16 

calculated for income tax purposes and include all of the non-regulatory items that are 17 

excluded in the other calculation. 18 

 19 

Reconciliation between pro-forma utility taxes to income taxes calculated for revenue 20 

requirement cannot be done.  Under the taxes payable method, no provision is made 21 

for future income taxes that result from timing differences between the tax basis of 22 

assets and liabilities and their carrying amounts for accounting purposes.  23 

Accordingly, the taxes payable method will result in the PILs income tax payable 24 

being different from the amount that would have been recorded, had the combined 25 

Canadian Federal and Ontario statutory income tax rate been applied to the regulatory 26 

net income before tax.  When unrecorded future income taxes become payable, it is 27 

expected that they will be included in the rates approved by the Board and recovered 28 

from customers at that time.  29 
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b)  1 

i) Asset removal costs include the costs related to the decommissioning of an asset 2 

at the end of its useful life.  The decommissioned asset may or may not be 3 

replaced depending on the facts surrounding the situation.  Asset removal costs 4 

are not included in the rate base and are expensed through depreciation. 5 

 6 

ii) The removal costs deducted in the “Calculation of Utility Income Tax” relates 7 

specifically to removal costs which are not associated with the replacement or 8 

enhancement of a specific asset.  9 

  10 

For tax purposes, a number of criteria are used to determine whether expenditure 11 

is considered to be capital or a current expenditure.   Generally, expenditures 12 

which extend the life of an asset or results in a betterment of the asset are capital 13 

in nature and are not deductible for tax.  14 

 15 

c)  16 

i) The OPEB payment in the schedule above relate to OPEB in both OM&A and 17 

capital additions. 18 

 19 

ii) The OPEB expenses are allocated between OMA & Capital.  OPEB payments 20 

relate to the overall OPEB liability and are not separated between OMA & 21 

Capital. 22 

 23 

For tax purposes, OPEB costs are deducted when paid.  The OPEB payments for 24 

2015 to 2019 have been deducted in the “Calculation of Utility Income Tax” in 25 

Exhibit C2, Tab5, Schedule1, Attachment 1.    26 

 27 

Accruals of OPEB expenses are not deductible for tax purposes.  OPEB expenses 28 

included in OM&A are added back in the “Calculation of Utility Income Tax”.    29 

Capitalized OPEB costs are removed from the UCC additions over 3 years based 30 

on an agreement with the Ministry of Finance (see response to Exhibit I, Tab 6.4, 31 

Schedule 1 Staff 89 for more information). 32 

 33 

d)  34 

i) The capitalized overhead in the tables presented is for distribution only. 35 

 36 

ii) Only a portion of the capitalized overhead is deductible for tax.  37 

 38 

The amount of capitalized overhead that is deductible for tax is determined 39 

pursuant to a Ministry of Finance audit agreement.  Under this methodology 40 

approximately 25% of capitalized overhead is considered deductible for tax 41 

purposes.  42 

   43 
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For tax purposes, only the portion of capitalized overhead not directly related to 1 

the acquisition or construction of fixed assets are deductible.   Any capitalized 2 

overhead costs deducted for tax are removed from UCC additions over 3 years 3 

pursuant to an agreement with the Ministry of Finance (see response to Exhibit I, 4 

Tab 6.4, Schedule 1 Staff 89 for more information). 5 
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Ontario Energy Board (Board Staff) INTERROGATORY #89  1 

 2 

Issue 6.4 Is the taxes / PILs component of the revenue requirement for 2015 3 

as set out in the Custom Application appropriate? 4 

 5 

Interrogatory 6 

 7 

Reference:  Exhibit C2/Tab5/Schedule1/pp. 1-2 Attachment 2 (Calculation of 8 

Capital Cost Allowance (“CCA”))  9 

 10 

In-service capital additions for 2015-2019 in rate base [D1/T1/S1/page6/Table5] are 11 

different than net capital additions in the tables where CCA has been calculated for 2015-12 

2019.   13 

 14 

Please provide a reconciliation and commentary to explain the difference between in-15 

service capital additions in rate base and net capital additions for CCA purposes.  16 

 17 

Response 18 

 19 

The table below reconciles the in-service capital additions to the net capital additions 20 

shown in Exhibit C2, Tab5, Schedule1, Attachment 2, pages 1-2 (Calculation of Capital 21 

Cost Allowance (“CCA”).  The differences are due to adjustments made to in-service 22 

capital additions for income tax purposes, specifically to calculate the CCA claim. 23 

 24 

 2015 2016 2017 2018 2019 

In-service Capital Additions  

per D1-1-2 
656.6 621.8 696.0 681.4 660.9 

Plus: Asset removal costs 47.1 48.1 51.3 54.2 57.2 

Less: Interest capitalized (17.0) (18.0) (19.7) (21.4) (22.2) 

Less: Overheads capitalized (21.6) (21.3) (21.0) (20.7) (21.0) 

Less: Depreciation capitalized (13.9) (13.2) (13.6) (14.0) (14.4) 

Less: Capitalized OPEB (34.8) (33.3) (29.9) (27.4) (26.0) 

Less: Capitalized Pension (41.7) (43.8) (44.1) (44.0) (44.8) 

Plus: Capital amounts expensed 

under 2K 
6.7 6.7 6.7 6.7 6.7 

Less: Land (0.2) (0.3) (0.3) (0.3) (0.3) 

Capital Expenditures per C2-5-1 581.2 546.7 625.4 614.5 596.1 

 25 

Capitalized amounts such as Interest, depreciation, and pension, are deducted for tax.    26 

 27 

These amounts reduce UCC over 3 year period based on a Ministry of Finance audit 28 

agreement. 29 
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School Energy Coalition (SEC) INTERROGATORY #53  1 

 2 

Issue 6.4 Is the taxes / PILs component of the revenue requirement for 2015 as 3 

set out in the Custom Application appropriate?  4 

 5 

Interrogatory 6 

 7 

Reference: Exhibit C1/Tab 2/Schedule 12/p.3 8 

 9 

Please explain how the Applicant forecasted property tax expenses for the test period. 10 

 11 

Response 12 

 13 

Property tax forecasts for test years 2015 - 2019 are based on the following assumptions:  14 

 15 

 annual increases in property taxes of 4% for test years 2015 – 2019, resulting from 16 

increasing property values due to re-assessments and changes in the municipal tax 17 

rates; and 18 

 19 

 no legislative or other tax changes (including changes to municipal assessments) 20 

relative to Hydro One properties. 21 
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Ontario Energy Board (Board Staff) INTERROGATORY #90  1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant?  Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference:  Exhibit A/Tab16/Schedule2/p. 3  10 

 11 

In its May 30, 2014 update Hydro One updated a number of areas in the Tab 16, 12 

Economic Indicators/Load Forecast Exhibit.  Please provide a summary of the significant 13 

changes made in the update and the impact of these changes on the application. 14 

 15 

Response 16 

 17 

As explained in Exhibit A, Tab 16, Schedule 2, lines 9-11, the updated load forecast 18 

included changes in 3 areas: latest economic forecast, 2013 actual purchases and CDM 19 

consistent with 2013 LTEP.  Table 1 compares the changes in GDP and housing starts 20 

assumptions.  Table 2 presents the changes in load forecast before CDM deductions.  The 21 

change due to updated economic assumptions was small and most of the impact was due 22 

to the change in 2013 actuals. Table 3 compares the changes in CDM consistent with 23 

2013 LTEP.  Table 4 compares the changes in load forecast after CDM deductions.   The 24 

impact of these changes is summarized below: 25 

 26 

Year 

Total Change in 
Load Forecast for 
May 2014 Update 
in GWh 

Change in Load Due to 
2013 Actuals and 
Updated Economic 
Forecast in GWh 

Change in Load Due 
to CDM Consistent 
with 2013 LTEP in 
GWh 

2013 323 405 -82 

2014 564 478 85 

2015 828 449 379 

2016 1047 444 604 

2017 1426 252 1174 

2018 1696 342 1353 

2019 1641 405 1235 

Note: Numbers may not add up due to rounding 
  27 
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 1 

  2 

Table 1 Table 2

Comparison of Consensus Forecasts for Ontario Comparison of Load Forecasts before CDM Deductions (GWh)

Year GDP Growth (%) Housing Starts (1,000)

Forecast used in December 2013 Submission

2013 1.4 59.3

2014 2.2 57.9

2015 2.7 67.9

2016 2.7 72.1

2017 2.6 73.6

2018 2.2 68.7

2019 2.0 69.0

Forecast used in May 2014 Update

2013 1.2 60.7

2014 2.2 59.0

2015 2.6 60.3

2016 2.7 68.8

2017 2.8 72.1

2018 2.6 75.3

2019 2.4 69.2

Change: May 2014 Less December 2013 Forecast

2013 -0.2 1.4

2014 0.0 1.0

2015 -0.1 -7.6

2016 0.0 -3.3

2017 0.2 -1.5

2018 0.4 6.6

2019 0.4 0.2
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  2 

Table 2 Table 3

Comparison of Load Forecasts before CDM Deductions (GWh) Comparison of the CDM Impact on Load (GWh)

Year Retail Customers Embedded Customers Total

Forecast used in December 2013 Submission

2013 21,706 17,895 39,601

2014 21,720 17,964 39,685

2015 21,876 18,065 39,941

2016 22,038 18,188 40,226

2017 22,369 18,332 40,702

2018 22,568 18,454 41,022

2019 22,771 18,581 41,352

Forecast used in May 2014 Update

2013 21,723 18,283 40,006

2014 21,749 18,414 40,163

2015 21,871 18,518 40,389

2016 22,046 18,623 40,670

2017 22,224 18,729 40,953

2018 22,471 18,894 41,365

2019 22,708 19,049 41,757

Change: May 2014 Less December 2013 Forecast

2013 17 388 405

2014 29 449 478

2015 -5 454 449

2016 9 435 444

2017 -145 397 252

2018 -97 439 342

2019 -63 469 405
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  2 

Table 3 Table 4

Comparison of the CDM Impact on Load (GWh) Comparison of Load Forecasts after CDM Deductions (GWh)

Year Retail Customers Embedded Customers Total

Forecast used in December 2013 Submission

2013 1,348 1,064 2,412

2014 1,424 1,317 2,740

2015 1,580 1,568 3,148

2016 1,709 1,740 3,449

2017 2,063 1,956 4,019

2018 2,407 2,200 4,607

2019 2,656 2,375 5,031

Forecast used in May 2014 Update

2013 1,284 1,210 2,494

2014 1,336 1,319 2,655

2015 1,374 1,395 2,769

2016 1,417 1,429 2,845

2017 1,416 1,429 2,846

2018 1,646 1,608 3,253

2019 1,949 1,847 3,796

Change: May 2014 Less December 2013 Forecast

2013 -63 145 82

2014 -88 3 -85

2015 -207 -173 -379

2016 -293 -311 -604

2017 -647 -527 -1,174

2018 -761 -593 -1,353

2019 -707 -528 -1,235
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 1 

Table 4

Comparison of Load Forecasts after CDM Deductions (GWh)

Year Retail Customers Embedded Customers Total

Forecast used in December 2013 Submission

2013 20,358 16,831 37,189

2014 20,297 16,648 36,944

2015 20,295 16,497 36,793

2016 20,328 16,449 36,777

2017 20,306 16,376 36,682

2018 20,161 16,254 36,416

2019 20,115 16,206 36,321

Forecast used in May 2014 Update

2013 20,439 17,073 37,512

2014 20,413 17,095 37,508

2015 20,497 17,123 37,620

2016 20,630 17,194 37,824

2017 20,808 17,300 38,108

2018 20,825 17,286 38,111

2019 20,759 17,203 37,961

Change: May 2014 Less December 2013 Forecast

2013 81 242 323

2014 117 447 564

2015 201 626 828

2016 301 746 1,047

2017 502 924 1,426

2018 664 1,032 1,696

2019 644 997 1,641
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Ontario Energy Board (Board Staff) INTERROGATORY #91  1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant?  Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference:  Exhibit A/Tab16/Schedule 2/p. 17  10 

 11 

Regarding the forecast methodology and the forecasts of  other key inputs to the overall 12 

forecast, such as:  Provincial GDP (noted as a key driver), Population, Housing , 13 

Commercial Output Industrial Production & CDM, has Hydro One amended the forecast 14 

methodologies to reflect the longer forecast horizon from 2 years to 5 years? 15 

 16 

Response 17 

 18 

No amendments are required because these forecasting models have been used by Hydro 19 

One since 1999 to prepare business planning and investment planning forecasts which are 20 

5 years or more.  21 
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Ontario Energy Board (Board Staff) INTERROGATORY #92  1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant?  Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference:  Exhibit A/Tab 16/Schedule 2/p. 23 10 

 11 

At Table 6, where a summary of the forecast is provided, in 2017, in the forecast without 12 

the influence of CDM, Hydro One has the load growing an abnormal amount of 476 13 

GWh (increase of 1.2%, much higher than other years).  What is the principle reason for 14 

this increase? 15 

 16 

Response 17 

 18 

The 1.2% of load growth in 2017 before CDM reductions is attributed to the cumulative 19 

impact of changes in the growth rate of Ontario GDP that is forecasted to ramp up from 20 

1.4% in 2013 to 2.6%-2.7% in 2015-2017 (Table E.2 in Exhibit A, Tab 16, Schedule 2 21 

filed in December 19, 2013).  The latest GDP forecast was used in the forecast update 22 

(Table E.2 in Exhibit A, Tab 16, Schedule 2 filed in May 30, 2014) and the 23 

corresponding load growth before CDM deductions in Table 6 is 0.7% in 2017 in the 24 

updated forecast.  25 
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Ontario Energy Board (Board Staff) INTERROGATORY #93  1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant?  Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference:  Exhibit A/Tab 16/Schedule 2/p. 23 10 

 11 

Also at Table 6, the CDM impact is up significantly in 2014 (up 14%) and 2015 (up 15%) 12 

and reduction in the increase in 2016 (up only 9.6%) and backup to larger growth in 2017 13 

and 2018 (up 16.5% and 15% respectively) followed by a drop in 2019.  What is the 14 

reason for these fluctuations in growth of CDM and what specific programs or events are 15 

driving these changes in the CDM forecast? 16 

 17 

Response 18 

 19 

The CDM numbers referenced are based on information provided by the OPA consistent 20 

with the 2010 LTEP.  The numbers fluctuate as per the assumptions used. These CDM 21 

numbers were updated in the May 30, 2014 update with information consistent with the 22 

2013 LTEP.  The corresponding CDM increases in the update are 7% in 2014, 4% in 23 

2015, 3% in 2016, 0% in 2017, 14% in 2018, and 17% in 2019.  Detailed CDM numbers 24 

and the categories used are explained in detail in Exhibit A, Tab 16, Schedule 4. 25 
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Sustainable Infrastructure Alliance of Ontario (SIA)  INTERROGATORY #53 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit G2/Tab 5/Schedule 1/p.1 9 

 10 

HONI states that “The rates for any service not covered in Schedule 11-1, but included in 11 

the Schedule 11-1 that is part of the 2006 Electricity Distribution Rate Handbook (the 12 

Handbook) issued in May 2005 have been reviewed and are acceptable to Hydro One 13 

Distribution.” How did HONI determine that these rates “are acceptable”? What type of 14 

analysis did HONI perform (and what factors were considered) in making this 15 

determination? 16 

 17 

 18 

Response 19 

 20 

The rates for the referenced services are common to all LDCs and were established by the 21 

OEB. These OEB prescribed charges are considered acceptable based on staff 22 

consideration of whether the charges reasonably reflect the cost of providing this service 23 

and the magnitude of the revenues generated from these services. 24 
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Sustainable Infrastructure Alliance of Ontario (SIA) INTERROGATORY #54 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit G2/Tab 5/Schedule 1/p.2   9 

 10 

a) For each of the charges that are based on the 2006 Rate Handbook, please provide 11 

HONI's estimated actual cost of performing each service on a per unit basis. For clarity, 12 

please use the calculation methodology included in Schedule 11-2 of the Rate Handbook 13 

updating for HONI's current actual vehicle and labour rates. 14 

 15 

b) By how much would HONI’s total revenue offsets increase or decrease if its revenue 16 

offset forecast amount reflected the actual cost-based charges as calculated in a) above? 17 

 18 

 19 

Response 20 

 21 

a) Account Set-Up Charges, Arrears Certificates, Return Cheque Charges, Late Payment 22 

Charges, Retailer Service Charges – Establishing Service Agreements and Retail 23 

Service Charges – Other (Rate Codes 8, 9, 10, 12, 13a and 13b respectively) are all 24 

part of a bundled contract with Hydro One's external service provider.  As a result, 25 

these charges are not included in the tables in sections a) and b). 26 

 27 

Please see tables below.  28 

 29 

* Note: All Direct Labour - Straight Time 30 

** Note: Specific Service Charge Value Requested - Rounded to nearest $5.00 31 

 32 

Definitions:   33 

ADET - Area Distribution Engineering Technician 34 

MDET - Metering Distribution Engineering Technician 35 

PLM - Power Line Maintainer36 
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b) If HONI were to implement actual cost-based charges, revenues would increase significantly, as indicated in the tables below. 1 

 2 

 3 
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 1 

Notes: 2 

*Special Meter reads are taken for retailers. Our current SKF reporting does not keep a count of these special reads. 3 

**The volumes for these charges are not tracked. The figures for these charges show revenue collected. 4 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #78 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 3 (Updated) 10 

 11 

Preamble: Hydro One Networks’ current application addresses rates for an initial 12 

“Plan Year” plus four more subsequent years. 13 

 14 

a) With respect to the footnote for Table 1, please confirm that “Retail Customers” 15 

represent all customers except those in the ST class. 16 

b) Please provide a schedule similar to Table 1 but include the variances as between 17 

past forecasts and actual sales for the 4
th

 and 5
th

 years. 18 

  19 
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Response 1 

 2 

a) This is to confirm that “retail customers” represent all customers except those in the 3 

ST class. 4 

 5 

b) The requested information is provided below: 6 

 7 

 8 

Comparison of Hydro One Distribution Forecast with Actual 

(Variance of forecast expressed as percent of actual on weather corrected basis) 

__________________________________________________________________________________ 

Forecast made  Variance for Variance Variance Variance Variance 

for Plan Year  Plan Year for 2nd Year for 3rd Year for 4th Year for 5th Year 

__________________________________________________________________________________ 

1997    0.12  -2.03   1.91    4.59    0.00 
1998   -2.03  -3.39  -2.02      -2.56  -1.05 
1999   -0.85   0.73  -0.15    1.57   0.74 
2000    0.46  -0.03   0.76    0.04  -0.36 
2001   -1.80  -1.56   -2.44  -2.83  -2.57 
2002    1.98     2.39     2.12   2.73   3.01 
2003   -0.82  -1.37  -0.74  -0.36  -0.13 
2004    0.14   0.62   0.76   0.83   1.83 
2005    0.25   0.12   0.46   1.69   2.40 
2006   -0.06  -0.12   0.99   1.68   1.93 
2007   -0.09   0.93   1.59   2.14   2.92 
2008   -0.57                0.54   0.70   0.67   1.16 
2009   -0.14  -0.25               -0.78   0.62   0.18 
2010    1.24   0.28  -0.73  -0.07   N/A 

2011    0.22  0.34  -0.24   N/A   N/A 

2012    0.54  -0.51   N/A   N/A   N/A 

2013   -0.59   N/A   N/A   N/A   N/A 

_________________________________________________________________________________ 

 Mean (1997-2001) -0.82  -1.26  -0.96   0.91  -0.10 

One std. dev. (+/-)  1.13   2.57   3.00   3.65   4.38 

Mean (2002-2013)  0.19   0.27   0.41   1.10   1.66 

One std. dev. (+/-)  1.07   2.42   2.79   3.40   4.07 

_________________________________________________________________________________ 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #79 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 5 (Updated) 10 

  A/T16/S2, pg. 5 (As originally filed) 11 

  A/T16/S2, pg. 13 12 

  A/T16/S2, Appendix E, Table E.4 13 

 14 

a) Please explain more fully how the customer count forecast for each customer 15 

class is developed. 16 

b) With respect to the updated Table E.4, please confirm that the value reported for 17 

2013 (1,267,680) is the actual mid-year customer count. 18 

c) Please explain why the 2015-2019 total customer counts in the May update are 19 

lower than those in the initial Application, even though the actual value for 2013 20 

is higher than originally forecast and the forecast customer count for 2014 is now 21 

higher than originally forecast. 22 

 23 

Response 24 

 25 

a) Customer count forecast is developed taking into account overall growth of the 26 

number of households in Ontario as well as the load growth by rate class.  27 

 28 

For residential customers, the consensus forecast of housing starts is used to forecast 29 

the change in the number of households in Ontario and hence the change in the 30 

number of retail residential customers. Historical share of retail in the number of 31 

households in Ontario and its dynamics over time is taken into account. Over the 32 

forecast period, residential load growth also contributes to the forecast of the number 33 

of residential customers. 34 

 35 

For other rate classes, two basic factors affecting the number of customer forecast are 36 

considered.  First, load growth for these classes as determined by the overall 37 

economic factors. Second, residential customers’ changes within the retail territory 38 

are considered as most general service customers serve the retail community.  39 
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b) The actual mid-year figure for 2013 was not available at the time the forecast was 1 

prepared. The figure 1,267,680 is a forecast. 2 

 3 

c) In the May update, the forecast of mid-year number of customers was revised in 4 

relation to changes in the consensus forecast of housing starts (affecting the number 5 

of households) as well as changes in the load forecast.  In particular, the May update 6 

of housing starts forecast was higher in the years 2013 and 2014 and lower in 2015 7 

compared to the December 2013 forecast. Please see the response to Exhibit I, Tab 8 

6.6, Schedule 1 Staff 90, Table 1 for a comparison of changes in the consensus 9 

forecast. 10 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #80 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 12 and pg. 49 (Updated) 10 

  A/T16/S3, pg. 4, Table 1 (Updated) 11 

 12 

a) With respect to Table 3 (A/T16/S2), which years’ values are actual results versus 13 

forecast results? 14 

b) If, as stated at A/T16/S2, page 1 (lines 16-17, the values reported in Table 3 are at 15 

the wholesale level, please provide the end-use equivalents and explain the basis 16 

for the loss factors used.   17 

c) Please reconcile the 2012 and 2013 CDM values for Retail Customers reported in 18 

Table 3 (A/T16/S2) with those reported in Table 1 (A/T16/S3).  Note:  The values 19 

in Table 3 are lower than those in Table 1 even though those in the former table 20 

are purportedly wholesale values whiles those in the later are end-use. 21 

d) Please reconcile the 2013 values reported in Table 3 (A/T16/S2) with those 22 

reported in Table E.9 (A/T16/S2). 23 

 24 

Response 25 

 26 

a) In Table 3, 2012 and 2013 are actuals and 2014-2019 are forecast values.  Please note 27 

2013 values are estimated actuals using preliminary actual results from the OPA.  28 

 29 

b) Table 3 figures below are expressed at the sales level.  The CDM impact was 30 

originally prepared by rate class (see the revised table provided in response to 31 

question (d) below) and aggregated to be consistent at the Retail total level.  For ST 32 

customers, 3.4% line loss was used for conversion.   33 
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 1 

 2 

 3 

c) The 2012 and 2013 Total Annual Savings from Table 1 (A/T16/S3) are at the end-use 4 

level and are equivalent to the wholesale values for retail customers plus ST Direct 5 

Customers reported in Table 3 (A/T16/S2) multiplied by the appropriate loss factors. 6 

 7 

 

 2012 2013 

Retail CDM Impact at Wholesale Level (A/T16/2/Table 3) [A] 1,237 1284 

ST Direct CDM Impact at Wholesale Level (A/T16/2/Table 3) [B] 412 421 

Retail loss factor [C] 1.08322 1.08322 

ST Direct loss factor [D] 1.034 1.034 

Total CDM at End-Use Level (A/T16/3/Table 1) 
[A/C]+[B/D

] 1540.2 1592.5 

 8 

  9 

CDM Impact on Hydro One Distribution Sales

(GWh)

Retail           ST Customers      

Year Customers Direct LDC Total

2012 1,142 399 681 2,221

2013 1,186 407 763 2,356

2014 1,233 412 864 2,509

2015 1,268 413 936 2,617

2016 1,308 415 967 2,689

2017 1,307 406 976 2,690

2018 1,519 439 1,116 3,074

2019 1,799 488 1,298 3,585

Note. All figures are weather-normal.
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d) The values in Table E.9 (Exhibit A, Tab 16, Schedule 2) are incorrect. The correct 1 

numbers are provided below and are at the end use level.  The total values are 2 

equivalent to the wholesale values for retail customers plus ST Direct Customers 3 

reported in Table 3 (Exhibit A, Tab 16, Schedule 2) divided by the appropriate loss 4 

factors.  For 2013 the calculation is (1,284/1.08322)+(421/1.034)=1,593 GWh.  5 

 6 

Table E.9 7 

Hydro One Distribution CDM Impacts (GWh) by Rate Class 8 

 9 

Rate class 2013 2014 2015 2016 2017 2018 2019 

R1 212 227 263 277 282 348 430 

R2 265 283 265 279 284 350 433 

UR 77 82 107 113 115 142 175 

Seasonal 33 35 25 27 27 34 42 

GSE 233 236 217 218 214 231 257 

UGE 38 39 59 59 58 62 69 

GSD 265 268 229 230 226 244 271 

UGD 62 63 103 104 101 110 122 

ST 407 412 413 415 406 439 488 

Total 1593 1645 1681 1723 1714 1958 2288 

 10 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #81 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 14-15 and Appendix E (Updated) 10 

 11 

a) For which years were actual loads available and used in the development of the 12 

updated load forecast?  If 2013 loads were not available to be used, please explain 13 

why. 14 

b) Please confirm that Table E.5 is based on wholesale loads whereas Tables E.6 15 

through E.9 are end-use values. 16 

c) In Table E.5 the 2013 values appear to be actual values (i.e. actual/forecast and 17 

normalized are different).  However, in Tables E.6 and E.7 the 2013 values appear 18 

to be based on forecast (i.e. the actual/forecast and weather normalized values are 19 

the same).  Please confirm if this is the case and, if so, explain why.  20 

d) Please provide a schedule that set outs the actual weather corrected total Retail 21 

load for each year from 2004 up to the most recent year as used for purposes of 22 

developing the load forecast, the annual CDM added back in for each of the 23 

historical values and the resulting total (per page 14 – Figure 2). 24 

e) Please indicate where the actual CDM adjustments used in response to part (d) are 25 

found/reported in A/T16/S3. 26 

 27 

Response 28 

 29 

a) 2013 and all prior years were actual loads at the wholesale purchase level (Table E.5).  30 

2013 sales (Table E.6 to E.8) by rate class were not available at the time when the 31 

forecast was prepared due to customer billing issues, so forecast was developed.   32 

 33 

b) This is to confirm that Table E.5 is at wholesale purchase level whereas Tables E.6 34 

through E.9 are values at the end-use level. 35 

 36 

c) Please see responses to (a) and (b) above.   37 

  38 
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d) The requested information is provided below. 1 

 2 

 3 

 4 

e) The CDM adjustment presented at the wholesale level in response to Exhibit I, Tab, 5 

Schedule 6 VECC-81 (d) is consistent with the values presented at the end-use level 6 

in Exhibit A, Tab 16, Schedule 3, page 4, Table 1. 7 

Actual Weather Corrected Retail Load

(GWh)

Year After CDM Deduction CDM Before CDM Deduction

2004 26,723 0 26,723

2005 26,132 0 26,132

2006 26,076 303 26,379

2007 25,872 662 26,534

2008 25,532 758 26,290

2009 24,616 927 25,543

2010 24,573 1,317 25,890

2011 24,923 1,595 26,518

2012 24,610 1,649 26,259

2013 24,698 1,705 26,403
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #82 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 17-19 and Appendices A, B, C & E (Updated) 10 

 11 

a) Please provide the forecast of total annual Retail energy for each year 2014-2019 12 

inclusive based on the Monthly Econometric Model (per Appendix A) before any 13 

adjustments for CDM. 14 

b) Please provide the forecast of total annual Retail energy for each year 2014-2019 15 

inclusive based on the Annual Econometric Model (per Appendix B) before any 16 

adjustments for CDM. 17 

c) Please provide the forecast of total annual Retail energy for each year 2014-2019 18 

inclusive based on the End-Use Model (per Appendix C) before any adjustments 19 

for CDM. 20 

d) Please provide additional details as to how the results of the three models are 21 

combined to establish the overall Retail load forecast prior to accounting for 22 

CDM.  As an illustration, please provide the detailed calculations for 2015. 23 

e) Please details as to how the overall Retail class forecast is broken down in order 24 

to establish the load forecast by customer class prior to the CDM adjustment.  As 25 

an illustration, please provide the detailed calculations for 2015. 26 

f) For Table E.7, please confirm that kWh values reported are after the adjustment 27 

for CDM? 28 

g) Please confirm that the forecast adjustment for CDM is performed on a customer 29 

class basis using the values per Table E.9. 30 

h) Please reconcile the 2013 CDM results for Retail Customers reported in Table E.9 31 

(1,339-154=1,185 GWh) with the value reported in A/T16/S3, Table 1 (1,592.5 32 

GWh).   33 

  34 
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Response 1 

 2 

a), b) and c)  3 

The requested information is provided in Tables 1 and 2, expressed in annual growth 4 

rate (%) and in GWh respectively. 5 

 6 

Table 1 7 

 8 

  9 

Forecast of Wholesale Retail Load

(%)

Annual Monthly Annual Final

Year Econometrics Econometrics End-Use Forecast

2014 0.3 0.1 -1.2 0.1

2015 0.4 0.3 0.1 0.6

2016 0.4 n.a 0.4 0.8

2017 0.4 n.a -0.4 0.8

2018 0.6 n.a 1.5 1.1

2019 0.8 n.a 2.6 1.1

Sum of Annual Growth Rates

2014-2019 2.9 0.3 3.0 4.5

2015-2019 2.6 0.3 4.2 4.3
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Table 2 1 

 2 

All figures are weather-normal at the wholesale level before CDM deductions 3 

 4 

d) The forecasts were combined in the following manner. For the short term forecast 5 

(2014), the monthly model was given the greatest weight. This monthly model is 6 

good for short-term forecasting for up to 2 years and, as such, is not used for 7 

forecasting beyond 2015. The longer term forecast (2015-2019) was tuned to the end-8 

use forecast, while the annual pattern was tuned to the annual econometric forecast.  9 

Table 2 above shows the final forecast for 2015 after tuning.  10 

 11 

e) Please see the response to Exhibit I, Tab 6.6, Schedule 6 VECC 79 (a) for details.  12 

For residential customers, the forecast takes into account changes in number of 13 

customers as linked to changes in number of households and associated forecast of 14 

housing starts for Ontario.  Other factors affecting load include the dynamics of 15 

electricity usage over time and the impact of CDM.  Please see Table 3 using 2015 as 16 

an illustration. For 2015, another factor is the change in rate class classification 17 

compared to 2014. 18 

  19 

Forecast of Wholesale Retail Load

(GWh)

Annual Monthly Annual Final

Year Econometrics Econometrics End-Use Forecast

2013 21,723 21,723 21,723 21,723

2014 21,784 21,737 21,459 21,749

2015 21,867 21,795 21,480 21,871

2016 21,952 n.a 21,558 22,046

2017 22,045 n.a 21,481 22,224

2018 22,177 n.a 21,797 22,471

2019 22,350 n.a 22,370 22,708
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Table 3 1 

Load Forecast Calculation for the Year 2015 
 (GWh) 
               
     Change Due Change Impact   2014 Load 
 

    
to Number 

of  Due to of Total 
+ Total 

Change 
 Rate 

Class 

2014 Load 
(1) 

Customers 
(2) 

Usage 
(3) 

CDM 
(4) 

Change 
(5) 

=2015 Load 
(6) 

  Dgen 19 7.1 -4.7 0.0 2.4 21 
  GSd 2,777 -261.4 -150.2 39.0 -372.5 2,404 
  GSe 2,382 -127.2 -79.2 19.1 -187.3 2,195 
  R1 4,574 253.1 261.8 -36.3 478.6 5,052 
  R2 5,592 -614.3 -62.5 18.4 -658.5 4,933 
  Seasonal 668 -43.5 -160.2 9.4 -194.3 474 
  ST 16,532 95.9 5.4 -73.3 27.9 16,560 
  UGd 648 388.4 71.1 -40.1 419.5 1,068 
  UGe 396 174.1 53.8 -20.0 208.0 604 
  UR 1,621 355.1 50.3 -24.9 380.5 2,001 
  STL 123 0.9 -0.8 0.0 0.1 124 
 SEN 22 -0.2 0.2 0.0 0.0 22 
 USL 23 0.1 0.5 0.0 0.6 24 
 Total 35,378 266.5 -53.0 -108.5 105.0 35,483 
 Notes:             
 (1) From Table E.7.           
 (2) This is calculated by increasing the load in proportion to number of customers, 

provided in Table E.5. 
                 
 (3) This reflects change in usage due to economic conditions (specially for industrial and 
       commercial customers as well as change in demographic, size of house, technology 

etc. (specially for residential customers). 
              
 (4) From Corrected Table E.9 provided in VECC-80 (d) except for the ST class,  CDM for all 
       ST customers (retail +embedded) net of distribution losses is presented for the ST rate 

class. 
 (5) Calculated as change due to number of customers and usage plus the CDM impact. 
 (6) Same numbers as in Table E.7 for the year 2015.     
  2 

 3 

f) This is to confirm that the kWh values reported in Table E.7 are after the adjustment 4 

for CDM. 5 

 6 
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g) This is to confirm that forecast adjustment for CDM on a customer class basis is 1 

calculated using the values per corrected Table E.9 provided in Exhibit I, Tab 6.6, 2 

Schedule 6, VECC 80 (d), except for the ST class. The load reported for ST class in 3 

Table E.7 includes all ST customers (i.e., directs + LDCs) and, as such, was adjusted 4 

using total ST CDM net of distribution losses (the latter figures before deducting 5 

distribution losses are provided in Exhibit A, Tab 16, Schedule 2, Table 6 at the 6 

wholesale level).  The ST values in revised Table E.9 are for ST directs only. 7 

 8 

h) The values in Table E.9 are incorrect.  Corrected values are given in the response to 9 

Exhibit I, Tab 6.6, Schedule 6, VECC 80 (d).  The total CDM impact in 2013 is 10 

1,592.5 GWh in both Table 1 (Exhibit A, Tab 16, Schedule 3) and the corrected Table 11 

E.9 12 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #83 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 14-15; pg. 19-20 and pg. 24 10 

 11 

a) Please provide the econometric models used to forecast embedded utilities and 12 

embedded industrial/commercial load included in the ST class. 13 

b) Please provide the annual forecast for 2015-2019 inclusive for these embedded 14 

utilities and embedded industrial/commercial customers based on the econometric 15 

models prior to any adjustments for CDM. 16 

c) For each of these customer segments please indicate the adjustments that were 17 

made, based on the results from the customer survey, in order to arrive at the 18 

forecast included in the Updated Application prior to CDM (per page 24). 19 

d) How does Hydro One Networks ensure that the customer survey results do not 20 

include the effects of future CDM initiatives by these customers? 21 

  22 
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Response 1 

 2 

a) The econometric model for embedded LDC customers is provided below. 3 

 4 

LEMBLDCS=C(1)+C(2)*D(LHHOLD)+C(3)*(LPELRES(-1) 

-LPGASRES(-1))+C(4)*LCDD+C(5)*LHDD+C(6)*LEMBLDCS(-1) 

-C(4)*C(6)*LCDD(-1)-C(5)*C(6)*LHDD(-1)+C(7)*TR)+C(8)* LHHOLD 

 

Where 

LEMBLDCS = logarithm of embedded LDC customers load, 

LHHOLD = logarithm of number of households in Ontario,  

D(LHHOLD) = LHHOLD – (LHHOLD lagged one year),  

LPELRES = logarithm of electricity price for Ontario residential sector, 

LPGASRES = logarithm of natural gas price for Ontario residential sector, 

LHDD = logarithm of heating degree days for Pearson International Airport,  

LCDD = logarithm of cooling degree days for Pearson International Airport, 

TR = a dummy variable to account for a shift in growth pattern of load,  

          increases by 1 per year prior to 1989 and no increase afterwards, 

                                                                                                                                  

 5 

The estimated coefficients and associated statistics are presented below. 6 

 7 

      Estimated             Standard 8 

     Coefficient   Error    t-ratio 9 

 10 

C(1) 1.675333 0.680633 2.461433 

C(2) 1.729053 1.076559 1.606092 

C(3) -0.006463 0.014141 -0.457013 

C(4) 0.011330 0.009644 1.174759 

C(5) 0.006013 0.059647 0.100814 

C(6) 0.780750 0.116888 6.679494 

C(7) 0.009051 0.004344 2.083463 

C(8) 0.013392 0.099033 0.135229 

 11 

 12 

R-squared=0.984,    Adjusted R-squared=0.980,  Durbin-Watson Statistic = 1.81. 13 

 14 

As explained in Exhibit A, Tab 16, Sch. 2 page 20, econometric analysis was not used 15 

for large industrial/commercial customers. For these customers, several information 16 

sources were used to prepare the forecast, including customer load profile, industry 17 
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monitoring, customer survey, information through account executives, and production 1 

and industry forecasts. 2 

 3 

b) c)  4 

Forecasts from the econometric model and customer survey are presented in the 5 

following table. The forecast was basically tuned to customer forecast. 6 

 7 

 8 

 9 

Forecast for industrial and commercial customers was based on various considerations 10 

noted in (a) including customer survey. A comparison is provided below between 11 

customer survey and other considerations.. 12 

Comparison of LDC Econometric Forecast and Customer Survey

(GWh)

Econometric Customer May-14

Year Model Survey Updated Forecast

2014 0.31 0.67 0.51

2015 0.35 0.53 0.66

2016 0.45 0.62 0.66

2017 0.40 0.83 0.65

2018 0.22 0.83 0.95

2019 0.10 0.84 0.89

Sum of Annual Growth Rates

2014-2019 1.84 4.32 4.33

2015-2019 1.52 3.65 3.81
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 1 

 2 

d) The survey results were presented at the gross load level (i.e., before CDM 3 

reductions).  Customers were asked to identify the timing and magnitude for any 4 

significant load and generation changes and no change due to CDM was identified. 5 

Comparison of Forecasts for Industrial and Commercial Customers

(GWh)

Other Customer May-14

Year Considerations Survey Updated Forecast

2014 1.13 0.55 1.30

2015 0.27 0.24 0.31

2016 0.26 0.39 0.30

2017 0.29 0.53 0.34

2018 0.58 0.53 0.67

2019 0.54 0.54 0.62

Sum of Annual Growth Rates

2014-2019 3.07 2.77 3.53

2015-2019 1.94 2.22 2.23
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #84 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 21-22 and pg. 46-48 10 

 11 

a) For which rate classes was hourly data not available for all customers (page 21, 12 

lines 12-13)?  In each of these, what percentage of the actual 2012 load was 13 

hourly data available for purposes of scaling? 14 

b) Please clarity what is meant by a “customer delivery point” (page 21, lines 20-15 

25). 16 

c) Are the kW values shown in Tables E.8 a) and E.8 b) before or after the 17 

adjustment for CDM (i.e. have historical actual values been increased for CDM 18 

and have the forecast values been adjusted downwards for CDM)? 19 

d) For those customer classes that are demand billed please provide a schedule that 20 

calculates the (billing) load factor for each customer class (i.e. average monthly 21 

kWh/average monthly billing kW delivered) for each historic year 2008-2013 22 

using the weather normalized values. 23 

e) For those classes that are demand billed how were the forecast billing kW for 24 

2015-2019 derived from the forecast kWh? 25 

f) For those customer classes that are demand billed please provide a schedule that 26 

sets out the annual forecast kWh and billing kW for each class for 2015-2019.  27 

Using this data please calculate the (billing) load factor for each customer class 28 

(i.e. average monthly kWh/average monthly billing kW delivered) for each of the 29 

years 2015-2019. 30 

  31 
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Response 1 

 2 

a) This includes all rate classes since in each rate class there were some customers 3 

who did not have a smart meter.  The percentage of customer loads with hourly 4 

data in 2012 is provided below:  5 

 6 

Rate Class 
% load with hourly 

data 

Dgen 55% 

GSd 23% 

GSe 61% 

R1 88% 

R2 81% 

Seasonal 72% 

ST 97% 

UGd 26% 

UGe 54% 

UR 76% 

STL 0% 

SEN 0% 

ALL 74% 

 7 

 8 

b) Customer delivery point is the point where a customer is connected to the distribution 9 

system (similar to the point of sale). 10 

  11 
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c) Both historical and forecast figures in Table E.8a and Table E.8b are net of CDM 1 

impact (i.e., after deduction of CDM for the forecast period).  The values presented in 2 

Exhibit A, Tab 16, Schedule 2, Table E.8a and Table E.8b are incorrect.  The 3 

corrected values are provided below: 4 

 5 

Table E.8a 6 

Actual and 7 

Forecast for Billing Peak in kW 8 

 9 

 10 

Table E.8b 11 

 Weather Corrected Actual 12 

 and Forecast for Billing Peak in kW 13 

 14 

  15 

Rate Class DGEN GSd Ugd ST Total

2008 66,624 10,549,230 1,830,892 35,182,285 47,629,031

2009 67,788 10,542,400 1,943,057 35,980,901 48,534,146

2010 59,361 10,288,535 1,981,526 36,362,897 48,692,319

2011 68,282 10,331,311 1,964,583 35,730,299 48,094,476

2012 81,512 10,050,244 1,912,569 36,409,471 48,453,796

2013 157,942 9,807,861 1,862,275 35,229,815 47,057,892

2014 192,622 9,849,440 1,866,224 35,656,983 47,565,268

2015 216,099 8,484,670 3,058,267 35,979,010 47,738,046

2016 232,370 8,493,971 3,045,878 35,937,113 47,709,332

2017 240,223 8,541,960 3,048,496 36,051,950 47,882,630

2018 248,297 8,499,358 3,019,175 35,823,052 47,589,882

2019 256,373 8,443,180 2,984,482 35,539,737 47,223,772

Rate Class DGEN GSd Ugd ST Total

2008 66,342 10,504,548 1,823,137 34,744,764 47,138,791

2009 69,646 10,831,349 1,996,313 36,882,262 49,779,570

2010 56,860 9,854,946 1,898,019 34,830,459 46,640,284

2011 66,297 10,030,850 1,907,448 34,691,170 46,695,764

2012 80,371 9,909,510 1,885,788 35,862,030 47,737,698

2013 157,942 9,807,861 1,862,275 35,229,815 47,057,892

2014 192,622 9,849,440 1,866,224 35,656,983 47,565,268

2015 216,099 8,484,670 3,058,267 35,979,010 47,738,046

2016 232,370 8,493,971 3,045,878 35,937,113 47,709,332

2017 240,223 8,541,960 3,048,496 36,051,950 47,882,630

2018 248,297 8,499,358 3,019,175 35,823,052 47,589,882

2019 256,373 8,443,180 2,984,482 35,539,737 47,223,772
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d) The requested information is provided in the following table. The average monthly 1 

billing peak and billing kWh are calculated as the sum of the corresponding monthly 2 

values divided by the number of months that the customer received a bill. 3 

 4 

 5 

 6 

 7 

e) Forecast of billing peak for each rate class was produced by applying the growth rate 8 

of kWh for that rate class (as presented in Table E.7) to the corresponding billing 9 

peak in the prior year as shown in updated Table E.8a. The result for this “pro-rated 10 

forecast” is presented in Table (a) below for the years 2016-2019 that has the same 11 

rate classification in 2015. Next, dynamics of energy to peak ratio during the 12 

historical period and over the forecast period were taken into account and further 13 

adjustments were made to account for differences in the CDM impact on kWh as 14 

compared with demand. These adjustments are presented in Table (b) below.  15 

 16 

Table (a): Pro-rated Forecast Based on  17 

Applying kWh Growth to Billing Peak in Prior Year 18 

(kW) 19 

 20 

 21 

Table (b): Adjustments to Forecast to Account for Other Factors 22 

(kW) 23 

 24 

 25 

Weather-Normalized Billing Peak Load Factor 

 (average monthly energy over Avearge Monthly Peak in MW)

2008 2009 2010 2011 2012

GSd 0.947 0.950 0.931 0.938 0.948

ST 0.979 0.976 0.957 0.964 0.975

UGd 0.923 0.949 0.931 0.938 0.948

Rate Class 2,016 2,017 2,018 2,019

 Dgen 235,406 241,891 249,834 257,239

 GSd 8,604,926 8,601,286 8,551,956 8,471,700

 ST 36,128,405 36,156,941 36,023,859 35,649,628

 UGd 3,085,666 3,069,669 3,037,859 2,994,564

Rate Class 2,016 2,017 2,018 2,019

 Dgen -3,035 -1,668 -1,537 -866

 GSd -110,955 -59,326 -52,598 -28,521

 ST -191,293 -104,990 -200,807 -109,891

 UGd -39,788 -21,172 -18,684 -10,081
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f) The billing peak for each rate class was forecast at the aggregate level. Hydro One 1 

does not have a forecast on individual customer billing peak and kWh to divide them 2 

by expected number of months that the customer would receive a bill.  An alternative 3 

comparison of load factor during historical and forecast period is provided in the 4 

following two tables. For the Dgen rate class, historical figures were not available so 5 

they are not presented.  6 

Historical Load Factor  7 

(Annual kWh divided by the sum of 12 monthly billing peak ) 8 

9 

  10 

 Forecast Load Factor 11 

(Annual kWh divided by the sum of 12 monthly billing peak ) 12 

 13 

Rate Class 2008 2009 2010 2011 2012

GSd 337 282 282 299 294

ST 469 438 447 454 459

UGd 407 338 345 345 347

Rate Class 2015 2016 2017 2018 2019

Dgen 106 107 108 109 109

 GSd 307 311 313 315 316

 ST 476 478 480 483 484

 UGd 378 383 386 388 389
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #85 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 40-41 10 

  A/T16/S1, pg. 2-4 11 

 12 

a) Why is the Consensus Forecast used for GDP and Housing Starts but the Global 13 

Insight forecast is used for Distribution Cost Escalation; CPI and Exchange rates? 14 

b) What is the source of the GDP, Population and Housing forecasts set out in Table 15 

E.3? 16 

 17 

Response 18 

 19 

a) Consensus forecast is developed for GDP and housing starts because they are the key 20 

variables used in the load forecasting model.  For Cost Escalation, Global Insight is 21 

the source that is used by most utilities in North America. 22 

 23 

b) For GDP and housing forecast growth rates, the consensus forecast was used. For 24 

population, the forecast is based on average growth rates provided by Global Insight 25 

and C4SE. As for the actual figures, GDP is from Ministry of Finance, housing from 26 

Global Insight, and population from Statistics Canada. 27 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #86 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S3, pg. 4 10 

  A/T16/S4, pg. 5 11 

  A/T16/S2, pg. 12 and 49 12 

 13 

a) Does Table ES 1 (A/T16/S4) include just Hydro One Networks’ Retail Customers 14 

or also its ST Customers? 15 

b) If Table ES 1 does not include ST customers, how were the forecast CDM savings 16 

attributable to this class (per A/T16/S2, pg. 12 and 49) established? 17 

c) Please explain why the Hydro One CDM savings reported in Table 3 (A/T16/S2, 18 

pg. 12) for 2014-2019 differ for those reported in Table ES 1 (A/T16/S4, pg. 5).  19 

Please provide a schedule that reconciles the two. 20 

d) Please explain why the Hydro One CDM savings reported in Table 3 (A/T16/S2, 21 

pg. 12) for 2013-2019 differ for those reported in Table E.9 (A/T16/S2, pg. 49).  22 

Please provide a schedule that reconciles the two.  In particular, please reconcile 23 

the material difference between the two in terms of the CDM for the ST Class. 24 

e) Are the totals reported in Table 1 (A/T16/S3, pg. 4) consistent (in terms of 25 

definition) with the totals reported for Table ES 1 (A/T16/S4, pg. 5)?  If not, what 26 

is the difference? 27 

f) How do the CDM categories used in Table 1 (A/16/3, pg. 4) relate to the CDM 28 

categories used for Table ES 1 (A/16/4, pg. 5)?  Please provide a schedule that 29 

reconciles the two. 30 

  31 
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Response 1 

 2 

a) Table ES 1 (Exhibit A, Tab 16, Schedule 4) includes Hydro One Network’s Retail 3 

Customers and Retail ST Customers (Directs). 4 

 5 

b) Table ES 1 includes Retail ST Customers. 6 

 7 

c) The Total CDM Energy Savings from Table ES 1 (Exhibit A, Tab 16, Schedule 4) are 8 

at end-use level and are equivalent to the wholesale values for retail customers plus 9 

ST Direct Customers reported in Table 3 (Exhibit A, Tab 16, Schedule 2) multiplied 10 

by the appropriate loss factors. 11 

 12 

 
2014 2015 2016 2017 2018 2019 

Retail CDM Impact at Wholesale Level 
(A/16/2/Table 3) 1,336 1374 1417 1416 1646 1949 

ST Direct CDM Impact at Wholesale Level 
(A/16/2/Table 3) 426 427 429 420 454 505 

Retail loss factor 1.083 1.083 1.083 1.083 1.083 1.083 

ST Direct loss factor 1.034 1.034 1.034 1.034 1.034 1.034 

Total CDM at End-Use Level (A/16/4/Table 
ES 1) 1645 1681 1723 1714 1958 2288 

 13 

d) Please see Exhibit I, Tab 6.6, Schedule 6 VECC 80 part (d). 14 

 15 

e) The totals reported in Table 1 (Exhibit A, Tab 16, Schedule 3) and the totals reported 16 

in Table ES 1 (Exhibit A, Tab 16, Schedule 4) are both at end-use level. 17 

 18 

f) The requested information is provided below 19 

 20 

Categories in Table 1  

(Exhibit A, Tab 16, Schedule 3) 

Categories in Table ES 1  

(Exhibit A, Tab 16, Schedule 4) 

Non-Target Programs (2005-2010) Historical Program Persistence (2006-2010) 

Target Programs (2011-2012) Target Program Persistence (2011- 2012) 

N/A Target Program Persistence (2013-2014) 

Other Organizations Forecasted Savings from Future Programs 

Codes & Standards Codes & Standards 

Increased Conservation Effect N/A 

 21 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #87 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S4, pg. 4-5 10 

  2013 LTEP, Module 2, Slide 10 11 

 12 

Preamble: The detail LTEP Information Breakdown provided by the OPA 13 

(http://powerauthority.on.ca/sites/default/files/planning/LTEP-2013-14 

Module-2-Conservation.pdf ) includes the following data regarding 15 

forecast conservation savings. 16 

 17 

 18 

 19 

a) How do the CDM categories used by Hydro One Networks in Table ES 1 relate to 20 

the OPA’s CDM categories as used in the 2013 LTEP? 21 

b) Please re-state Hydro One Networks’ forecast 2014-2019 CDM savings using the 22 

OPA’s CDM categories. 23 

c) Please provide a schedule that sets out the savings expected in each of the years 24 

2014-2019 from Target Programs offered in 2011-2014 showing the impact of 25 

each year’s programs separately. 26 

d) Using 2015 as an example, please detail how the Hydro One Networks’ forecast 27 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Forecasted savings from future programs 1.0 2.5 3.3 4.8 5.9 7.2 8.7 10.4 10.9 12.0 13.1 14.7 15.5 16.4 16.8 17.5 18.0 18.7 19.3 20.0

Historical program persistence (2006-2012) 1.6 3.4 3.9 4.6 5.0 5.5 6.0 5.9 5.8 5.5 4.1 3.0 2.3 2.2 1.8 1.6 1.4 1.3 0.5 0.5 0.4 0.3 0.2 0.1 0.0 0.0 0.0

Codes and Standards (forecasted savings) 0.2 0.2 0.5 0.9 1.0 1.9 2.6 3.0 3.7 4.0 4.1 4.4 4.7 5.1 5.8 6.4 7.1 7.7 8.2 8.6

Codes and Standards (existing savings) 0.0 0.1 0.2 0.3 0.5 1.0 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6

LTEP 2013 total energy savings 1.6 3.5 4.0 4.9 5.4 6.5 7.6 8.6 10.1 10.9 11.3 11.4 13.0 15.1 16.7 17.8 19.0 20.1 21.2 22.3 23.5 24.6 25.7 26.9 28.0 29.1 30.2
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CDM savings due to Codes and Standards was derived and broken down by 1 

customer class. 2 

e) Using 2015 as an example, please detail how Hydro One Networks’ forecast 3 

CDM savings attributed to “Forecast Savings from Future Programs” was derived 4 

and broken down by customer class. 5 

f) How did Hydro One Networks ensure there was no double counting as between 6 

its categories for “Target Program Persistence (2011-2014)” and “Forecast 7 

Savings from Future Programs” (per Table ES 1) given that the 2013 LTEP’s 8 

definition of “future programs” includes savings for 2013 and 2014 programs? 9 

 10 

 11 

Response 12 

 13 

a) The relationship of CDM categories between OPA and HONI is as follows: 14 

 15 

 16 

 17 

b)  Hydro One could not re-state the forecast 2014-2019 CDM savings using the 18 

OPA’s CDM categories.  Hydro one uses slightly different CDM categories from 19 

the OPA. For the historical programs, Hydro One has two categories: historical 20 

programs (2006-2010) and target programs (2011-2014). For the forecast period, 21 

Hydro One estimated CDM savings for the year of 2015-2019.  OPA‘s historical 22 

programs savings cover the period of 2006-2012 and future program savings 23 

pertain to conservation after 2013. 24 

  25 
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c) The requested information is provided below: 1 

 2 

Program 
Implementation 

Year 

Annualized CDM Energy Savings (GWh) 

2014 2015 2016 2017 2018 2019 

2011 86 78 74 70 65 64 

2012 59 58 53 50 48 44 

2013 83 83 83 76 71 68 

2014 252 250 250 249 227 212 

Total 480 470 459 446 410 387 

 3 

d) A step-by-step description of how Hydro One forecasts CDM savings due to 4 

Codes and Standards is provided in detail below. 5 

 6 

Step 1: Estimate savings attributed to codes and standards by sector. 7 

 8 

ICF Marbek conducted a “conservation achievable potential” study for the OPA to assist 9 

in the development of 2013 Long-Term Energy Plan (LTEP).  Hydro One requested ICF 10 

Marbek to create a custom tailored dataset from the provincial study to estimate the 11 

conservation potential by sector and end use within Hydro One service territory. This 12 

analysis included details on the achievable potential in each of the residential, 13 

commercial and industrial sectors. The study covers a 20-year period with a base year of 14 

2012 and milestone periods at five-year increments. The following table presents the 15 

Hydro One’s savings attributed to codes and standards by sector. 16 

 17 

Sector 2012 2017 2022 2027 

Residential 3 113 546 745 

Commercial 266 304 422 518 

Industrial         

Total in 

GWh 269 417 968 1263 

  18 



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.06 

Schedule 6 VECC 87 

Page 4 of 5 

 

Step 2: Derive annual CDM saving by sector based on the average annual growth 1 

rate.  2 

 3 

 4 

 5 

 6 

Step 3: Allocate monthly CDM savings by customer rate class. 7 

 8 

Based on the customer billing data, Hydro One calculated the share of energy 9 

consumption within the residential and non-residential (commercial and industrial) 10 

sectors. The energy savings are then assigned to each rate class using the energy shares. 11 

 12 

 13 

  14 

Sector 2012 2013 2014 2015 2016 2017 2018 2019

Residential 3               25            47            69            91            113          200          286          

Commercial 266          274          281          289          296          304          328          351          

Industrial

Total 269          299          328          358          387          417          527          637          

Sector Rate class

Residential R1

R2

UR

Seasonal

Non-Residential GSE

(Commerical+Industrial) UGE

GSD

UGD

ST
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e) The table below provides the detailed calculation to determine the savings 1 

attributed to “forecasted savings from future programs” for Hydro One in 2015. 2 

 3 

 4 

 5 

** The forecasted savings from future programs includes the persistence impacts 6 

from other influence during 2006-2014 and any other new programs starting 7 

in 2015 8 

 9 

f) Hydro One used different categories for CDM program savings from OPA’s LTEP 10 

2013.  Program categories include historical programs (2006-2010), target programs 11 

(2011-2014) and future programs (2015-2019). There is no double counting of 12 

savings for 2013 and 2014 using these categories. 13 

Formula Items Note

(1) LTEP 2013 Total energy saving From OPA's LTEP 2013

(2)

Excluding saving from TX direct customers 

(at generation level) assumption from OPA

(3)=((1)-(2))/distribution 

Loss factor

Total savings from all LDCs (at end use 

level)**

OPA's average loss factor for 

distribution customers is 0.065 in 

2015

(4)=18%*(3)

HONI's Total energy savings (18% of all 

LDCs) 

(5)

HONI's saving from Non_Target Programs 

2005-2010 based on the program evaluation

(6)

HONI's saving fromTarget programs 2011-

2014 based on the program evaluation

(7) HONI's saving from codes and standards estimation of H1's share

(8)=(4)-)5)-(6)-(7)

HONI's saving from other programs/ future 

programs (OPFP)

Residenital 248                  

Commercial 219                  

Industrial 47                    

Res- R1, R2, UR, Seasonal

Com+Ind- GSE, UGE, GSD, UGD, 

ST

HONI's saving in GWH from OPFP by rate 

class(10)
allocate saving by rate class based on 

the energy % in 2012

475                                         

358                                         

514                                         

(9)

based on the saving % by sector from 

ICF study for HONIHONI's saving  in GWh from OPFP by sector

335                                         

2015(in GWh)

10,900                                    

953                                         

9,339                                      

1,681                                      



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.06 

Schedule 6 VECC 88 

Page 1 of 2 

 

Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #88 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S4, pg. 4-5 10 

  2013 LTEP, Module 2, Slide 10 11 

  A/T16/S3, pg. 4 12 

 13 

Preamble: The detail LTEP Information Breakdown provided by the OPA 14 

(http://powerauthority.on.ca/sites/default/files/planning/LTEP-2013-15 

Module-2-Conservation.pdf ) includes the following data regarding 16 

forecast conservation savings. 17 

 18 

 19 

 20 

a) Please restate the Hydro One Networks’ historic CDM savings as set out in Table 21 

1 (A/T16/S3, pg. 4) using the 2013 LTEP CDM categories. 22 

b) Please restate the Hydro One Networks’ historic CDM savings as set out in Table 23 

1 (A/T16/S3, pg. 4) using the Hydro One Networks’ CDM categories as per Table 24 

ES 1 (A/T16/S4,pg. 5) 25 

 26 

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

Forecasted savings from future programs 1.0 2.5 3.3 4.8 5.9 7.2 8.7 10.4 10.9 12.0 13.1 14.7 15.5 16.4 16.8 17.5 18.0 18.7 19.3 20.0

Historical program persistence (2006-2012) 1.6 3.4 3.9 4.6 5.0 5.5 6.0 5.9 5.8 5.5 4.1 3.0 2.3 2.2 1.8 1.6 1.4 1.3 0.5 0.5 0.4 0.3 0.2 0.1 0.0 0.0 0.0

Codes and Standards (forecasted savings) 0.2 0.2 0.5 0.9 1.0 1.9 2.6 3.0 3.7 4.0 4.1 4.4 4.7 5.1 5.8 6.4 7.1 7.7 8.2 8.6

Codes and Standards (existing savings) 0.0 0.1 0.2 0.3 0.5 1.0 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6

LTEP 2013 total energy savings 1.6 3.5 4.0 4.9 5.4 6.5 7.6 8.6 10.1 10.9 11.3 11.4 13.0 15.1 16.7 17.8 19.0 20.1 21.2 22.3 23.5 24.6 25.7 26.9 28.0 29.1 30.2
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Response 1 

 2 

a) Hydro One could not restate its historical savings using the OPA’s 2013 LTEP 3 

CDM categories because the grouping of the savings is different and currently 4 

detailed information is not available to prepare this analysis.  In the above table, 5 

four categories are used: Codes & Standards savings for 2013-2032, Codes and 6 

Standards savings for 2006-2012, historical program persistence savings for 2006-7 

2012 and forecasted program savings for 2013-2032. 8 

 9 

Table 1 in Exhibit A, Tab 16, Schedule 3 summarizes the CDM impact achieved 10 

by HONI for the years 2005 to 2013.  For the CDM categories used in this 11 

analysis, Hydro One has adopted CDM categories consistent with the 2010 LTEP, 12 

including Codes & Standards, Other influences and programs (non-target 13 

programs and target programs). In addition, Hydro One has identified savings 14 

attributed to increased conservation effect (ICE) based on the top-down 15 

econometric analysis and bottom-up customer billing consumption analysis.  16 

 17 

b) The requested information is provided below: 18 

 19 

2006 2007 2008 2009 2010 2011 2012 2013

Codes and Standards -         9             19          32          52          140        269           299           

Historical program persistance (2006-2010) 79          225        331        400        445        432        401           388           

Target program persistance (2011-2014) -         -         -         -         -         44          116           187           

Forecasted savings from future programs 203        384        355        432        733        873        754           719           

Total 282        617        706        865        1,229    1,488    1,540        1,593        
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #89 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: A/T16/S2, pg. 24, Table 6 10 

  A/T16/S2, pg. 49, Table E.7 and E.9 11 

  A/T16/S4, pg. 5, Table ES1 12 

 13 

a) Please provide a schedule that reconciles the CDM impact values reported Table 14 

E.9 with those reported in Table ES 1 for each of the years 2013 to 2019.  If 15 

losses are part of the reconciliation, please indicate the loss factor assumed and 16 

the basis for the assumption. 17 

b) Please provide a schedule that reconciles the load forecast (after the CDM 18 

adjustment) as reported in Table 6 and Table E.7.   19 

c) Overall, please indicate where in the Application or the preceding interrogatory 20 

responses the determination of the forecast CDM savings set out in Table 6 are set 21 

out.  Otherwise, please provide a clear explanation as to the basis for the values in 22 

Table 6. 23 

 24 

Response 25 

 26 

a) The values in Table E.9 are incorrect.  Corrected values are given in Exhibit I, Tab 27 

6.6, Schedule 6 VECC 80.  The totals in the corrected table are equivalent to the total 28 

values in Table ES 1 (Exhibit A, Tab 16, Schedule 4). 29 

 30 

b) The load forecast presented in Table 6 (Exhibit A, Tab 16, Schedule 2) is at 31 

wholesale purchase level and the load forecast in Table E.7 (Exhibit A, Tab 16, 32 

Schedule 2) is at sales level.  The following table provides the load forecast by rate 33 

class at wholesale purchase level to reconcile the numbers between Table 6 and Table 34 

E.7. 35 



Filed: 2014-07-04 

EB-2013-0416 

Exhibit I 

Tab 6.06 

Schedule 6 VECC 89 

Page 2 of 2 

 

 1 

 2 

c) The load impact of CDM in Table 6 is sub-divided into Retail Customers and 3 

Embedded Customers.  The savings for Embedded Customers are further sub-divided 4 

in Table 3 (Exhibit A, Tab 16, Schedule 2) into Direct ST customers and embedded 5 

LDC customers.  The CDM savings for Retail customers and Direct ST Customers 6 

are outlined in Exhibit A, Tab 16, Schedule 4 and summarized in Table ES1 (at the 7 

end-use level).  The CDM savings for embedded LDCs are estimated based on their 8 

share of provincial energy applied to the total provincial CDM savings forecasted by 9 

the OPA. 10 

Rate Class 2013 2014 2015 2016 2017 2018 2019

 Dgen 16 20 22 24 25 26 27

 GSd 2,945 2,945 2,551 2,588 2,620 2,624 2,615

 GSe 2,622 2,601 2,397 2,410 2,421 2,402 2,373

 R1 4,929 4,962 5,483 5,545 5,626 5,675 5,704

 R2 6,145 6,105 5,389 5,378 5,389 5,366 5,322

 Seasonal 738 730 518 515 517 516 513

 ST 17,073 17,095 17,123 17,194 17,300 17,286 17,203

 UGd 689 688 1,133 1,143 1,152 1,148 1,139

 UGe 434 432 660 665 670 667 661

 UR 1,738 1,747 2,158 2,174 2,199 2,211 2,214

 STL 133 135 135 136 137 137 138

SEN 24 24 24 24 24 24 24

USL 25 26 26 27 28 28 28

Total 37,512 37,508 37,620 37,824 38,108 38,111 37,961
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #90 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: E1/T1/S2 10 

 11 

a) Please provide completed versions of Appendix 2-H (Other Operating Revenues) 12 

for the years 2010-2019 inclusive. 13 

b) Why are there no forecast external revenues attributed to Account 4405 (Interest 14 

and Dividend Income)?   15 

c) What were the Account 4405 annual revenues for the years 2010-2013 inclusive? 16 

 17 

Response 18 

 19 

a) Please refer to Exhibit E2, Tab 1, Schedule 3 for the requested information. 20 

 21 

b) Hydro One Distribution does not earn any dividend income.  Any interest it may 22 

earn on short-term cash/investment balances are offset by interest expense on 23 

debt.  For business planning purposes, cash balances are assumed to be zero 24 

because all cash is to be applied to work programs to reduce the borrowing 25 

requirement. For these reasons, Hydro One Distribution does not anticipate 26 

earning income related to dividends or interest in the test years. 27 

 28 

c) Hydro One Distribution did not earn any dividend income in the 2010-2013 29 

period.  Any interest on short-term cash/investment balances was offset by 30 

interest expense on debt. 31 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #91 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: E1/T1/S2, pg. 4-5 10 

 11 

a) Please reconcile the sentinel light volumes reported in Table 4 with the number of 12 

sentinel light customers reported in Exhibit G1/T4/S2 (Attachments 1-4) for the 13 

years 2015-2019. 14 

 15 

Response 16 

 17 

a) The forecast shown in Table 4 was prepared by finance staff for business planning 18 

purposes.  This was done on a different basis than the detailed methodology used to 19 

prepare forecasts for the purpose of rate setting as described in Exhibit A/T16/S2.  20 

Based on the forecast number of sentinel lights used for rate setting purposes, the 21 

impact on external revenues would be -$140k (2015), -$95k (2016), -$49k (2017), 22 

+$5k (2018) and +$54k (2019). 23 
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Vulnerable Energy Consumers Coalition (VECC) INTERROGATORY #92 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and 3 

demand requirements of the applicant? Is the forecast of other 4 

rates and charges appropriate? Is the forecast of other revenues 5 

appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: E1/1/2, page 7 10 

 11 

a) Please clarify whether the “standby administration charge” referenced on line 20 12 

is a separate charge or the same charge as the “standby charge” referenced on line 13 

14. 14 

b) What were the actual annual revenues from tingle voltage test charges and (all) 15 

standby charges for 2010 to 2013? 16 

 17 

 18 

Response 19 

 20 

a) Both references are for the same thing. 21 

 22 

b) See Exhibit G2, Tab 5, Schedule 1, page 37, Rate Codes 24 and 25 for the volume of 23 

these charges in 2010 to 2013. The revenue from the Tingle Voltage Test charges 24 

equaled $11,000 in 2010, $8,375 in 2011, $15,375 in 2012 and $11,625 in 2013. The 25 

revenue from the Standby charges equaled $0 in each year. 26 
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Energy Probe Research Foundation (EP) INTERROGATORY #45 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2, Page 43ff 9 

 10 

a) Discuss the use of provincial growth forecast given distribution of HO customer base 11 

and relative growth Urban/Suburban and rural over the 2015-2019 period. 12 

 13 

b) Please provide details of the OPA forecast of sustainable CDM savings and how these 14 

are factored into the Load Forecast. 15 

 16 

c) What will be the Impact of the Minister’s Directive for new CDM targets over the 17 

forecast period? Have these been included in the forecast or will an update be 18 

required? If so, when will this be filed? 19 

 20 

d) Has HO considered an Average Use Variance true up account such as the gas utilities 21 

have for the residential and small use commercial classes? Please discuss. 22 

 23 

Response 24 

 25 

a) Provincial GDP and housing starts affect Hydro One service territory as it is part of 26 

Ontario. Due to its wide geographic coverage in the province, there are no specific 27 

economic indicators that pertain specifically to Hydro One service territory. Using the 28 

historical relationship between provincial growth and Hydro One customer base 29 

growth and the dynamics of such relationship over time is a method adopted by 30 

Hydro One to forecast its Urban/ Suburban and rural areas over the forecast period. 31 

Hydro One has used this method in the past 15 years, and based on our load 32 

forecasting experience, this method works well.  33 

 34 

b) Hydro One has prepared a report for the requested information.  Please see Exhibit A, 35 

Tab 16, Schedule 4 for details. 36 

 37 

c) The new CDM target has been incorporated in the CDM forecast for 2015-2019 and 38 

no update is required. 39 

 40 

d) Hydro One has no plans to use the “Average Use Variance true up account”. 41 
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Energy Probe Research Foundation (EP) INTERROGATORY #46 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2, Page 11 and  9 

Exhibit A, Tab 16, Schedule 3, Page 4, Table 1 10 

 11 

Preamble:  12 

Table 3 (first ref) summarizes the CDM impact assumed in Hydro One’s distribution 13 

system load forecast. Details of CDM forecast by rate class are provided in Appendix E, 14 

Table E.9. 15 

 16 

a)  Please provide the Assumptions/inputs to load forecast related to  17 

 Provincial and HO DX Current Targets.  18 

 the Minister’s March 2014 Directive regarding future CDM Targets (and 19 

programs). 20 

 Codes and Standards (Provincial and HO). 21 

 Natural and Customer ICE CDM. 22 

 Demand Reduction Programs from Demand Response (DR) Resources. 23 

 24 

b) Please provide a chart that shows these elements at a Provincial Level and for Hydro 25 

One. 26 

 27 

c) Please ensure this chart reconciles with the 2013 LTEP and provide appropriate notes. 28 

 29 

d) In Table 3 please provide an explanation of the large increase in GWh CDM savings 30 

forecast in 2018/2019. 31 

  32 
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Response 1 

 2 

a) The requested information is provided below.  For ease of reference, Table ES1 3 

(Exhibit A, Tab 16, Schedule 4, page 5, Table ES1) and Table 2 (Exhibit A, Tab 16, 4 

Schedule 4, page 27, Table 2) are provided.  Details regarding how Hydro One 5 

incorporated the CDM in the load forecast is provided in Exhibit A, Tab 16, Schedule 6 

4.  7 

 8 

  Provincial-wide Hydro One 

Provincial and H1 DX 

current target 

The current provincial 

target for 2011-2014 is 

6,000 GWh.  Annual 

target numbers were 

not available 

Hydro One CDM impact 

incorporated in the load 

forecast is shown in 

Table ES1, Item C 

The Minister's March 

2014 directive 

regarding future CDM 

targets (and programs) 

Details of 2015-2020 

provincial CDM target 

has not been released 

yet 

Hydro One CDM target 

for 2015-2020 not yet 

available 

Codes and Standards Information released by 

the OPA is shown in 

Table 2, Item C and D 

Assumptions used by 

Hydro One is shown in 

Table ES1, Item A 

Natural and customer 

ICE CDM 

OPA has not released 

the natural and 

customer ICE CDM 

Hydro One does not 

consider ICE CDM in the 

forecast period 

Demand reduction 

program from DR 

resources 

Program details not yet 

available, but  DR 

programs have no 

energy impact 

DR programs have no 

energy impact for Hydro 

One 

 9 

Table ES1: Hydro One Specific CDM Energy Savings by Category (GWh)10 

 11 

Note: All savings are at end-use level 12 

Item Category 2015 2016 2017 2018 2019

A Codes and Standards 358        387        417        527        637        

B Historical program persistence (2006-2010) 335        289        257        219        178        

C Target program persistence (2011-2014) 475        465        452        428        399        

D Forecasted savings from future programs 514        582        588        784        1,073    

E Total 1,681    1,723    1,714    1,958    2,288    
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Table 2: Province-wide CDM Energy Savings by Category (TWh)1 

 2 

Note: All savings are at generation level. 3 

 4 

b) The following two charts provide the CDM savings (GWh) by category for Hydro 5 

One and Ontario. The two charts could not be combined due to the different 6 

categories used for Hydro One and Ontario. 7 

 8 

Hydro One CDM Energy Savings (GWh) by Category9 

 10 

Note: All savings are at end-use level. 11 

  12 

Item Category 2014 2015 2016 2017 2018 2019

A Forecasted savings from future programs 2.5 3.3 4.8 5.9 7.2 8.7

B Historical program persistence (2006-2012) 5.8 5.5 4.1 3.0 2.3 2.2

C Codes and Standards (forecasted savings) 0.2 0.5 0.9 1.0 1.9 2.6

D Codes and Standards (existing savings) 1.6 1.6 1.6 1.6 1.6 1.6

E LTEP 2013 total energy savings 10.1 10.9 11.3 11.4 13.0 15.1
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Provincial-Wide Energy Savings (GWh) by Category1 

 2 

Note: All savings are at generation level. 3 

 4 

c) The CDM saving values are provided in the charts in (b) and are consistent with the 5 

2013 LTEP. 6 

 7 

d) The large increase of CDM energy savings in 2018/2019 is due to the Codes & 8 

Standards (C&S) programs. The share of Hydro One savings of Ontario savings by 9 

sector is applied to derive the CDM savings by category. The comparison of the 10 

CDM energy savings due to C&S programs for Ontario and Hydro One is provided in 11 

the table below: 12 

 13 

 14 

2017 2018 2019 2018 2019 2018 2019

Ontario 2,600            3,500            4,200            900                            1,600             35% 62%

Hydro One 417                527                637                110                            220                 26% 53%

Energy saving (GWh)

increase of saving (GWh) vs 

2017

growth rate of saving (%) vs 

2017
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Energy Probe Research Foundation (EP) INTERROGATORY #47 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2, Page 25 and  9 

Exhibit A, Tab 16, Schedule 2, Page 28, App B Annual Econometric 10 

Model 11 

 12 

Does the HO Model for weather normalization use both Cooling Degree Days and 13 

Heating Degree Days? Please provide explanation based on winter/summer load and 14 

provide appropriate references and a summary of historic and forecast CDD and HDD. 15 

 16 

Response 17 

 18 

Hydro One’s weather-normalization model does not use CDD and HDD directly but uses 19 

temperature and 3 other weather indicators (wind speed, cloud cover and humidity) in the 20 

weather correction analysis, so CDD and HDD are used indirectly (see Section 3.1 on 21 

page 14 and Appendix D on page 35 in A/T16/S2 for details).  Weather normalization is 22 

used for weather correcting the actuals in the monthly econometric model as well as the 23 

base year load for all forecasts. Annual econometric models for retail and embedded load 24 

use HDD and CDD as explanatory variables. In the retail model, the CDD coefficient was 25 

not statistically significant with the correct sign and was dropped from the equation. 26 

However, higher HDD is normally associated with lower CDD, so the impact of CDD is 27 

picked up indirectly through HDD.  Although Hydro One is a winter peaking system, it 28 

also has air conditioning load leading to a W-type load shape as demonstrated in the 29 

graph below.  The requested information for historical and forecast CDD and HDD is 30 

presented in the table. The forecast CDD and HDD is the average CDD and HDD in the 31 

table. 32 
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 1 

Year HDD CDD

1983 3,991.4 378.2

1984 4,048.6 239.5

1985 4,033.1 198.5

1986 3,920.4 197.4

1987 3,704.6 347.1

1988 4,025.5 388.5

1989 4,197.8 278.7

1990 3,593.3 280.8

1991 3,657.9 394.2

1992 4,045.8 104.9

1993 4,096.9 267.8

1994 4,082.8 251.7

1995 3,992.9 350.5

1996 4,129.6 234.8

1997 3,955.5 248.9

1998 3,197.0 397.6

1999 3,488.9 448.8

2000 3,787.3 243.9

2001 3,387.0 389.6

2002 3,590.2 521.4

2003 3,932.0 321.1

2004 3,748.5 236.1

2005 3,724.5 537.7

2006 3,335.6 386.4

2007 3,644.8 442.6

2008 3,782.4 286.5

2009 3,767.1 208.3

2010 3,456.3 453.8

2011 3,572.9 440.1

2012 3,173.4 495.1

2013 3,722.7 337.1

Average 3,767.3 332.5
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Energy Probe Research Foundation (EP) INTERROGATORY #48 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2, Pages 46-48, Table E.7 and E.8b 9 

 10 

Please discuss the major factors that could materially change the load forecast that in the 11 

referenced Tables shows a flat Sales (GWh) and Billing Peak (kW) outlook for the plan 12 

period. 13 

 14 

Response 15 

 16 

On the negative side, major factors that could materially change the forecast of Sales (in 17 

Tables E.7) and Billing Peak (in Table E.8b) include the continuation of the slow 18 

economic recovery, a major economic downturn or credit crisis leading to a severe 19 

recession, and a drastic increase in CDM impacts above the level currently assumed in 20 

the forecast.  Conversely, a significant increase in economic activities and/or housing 21 

starts above the level assumed in the Consensus forecast, or a major reduction in CDM 22 

savings assumed in the forecast, could also affect the load forecast positively. 23 
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Energy Probe Research Foundation (EP) INTERROGATORY #49 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2, Page 8 9 

 10 

Preamble:  11 

In Exhibit A, Tab 16, Schedule 2, Page 8, Hydro One is forecasting economic growth of 12 

2.6 percent over the five-year plan.  13 

 14 

a) How would Hydro One’s forecasts for customer growth be impacted if economic 15 

growth was 2 percent? 1 percent? 3 percent? 16 

 17 

b) Will Hydro One’s economic growth forecast be updated to actuals annually? If, for 18 

example, the first year economic growth is below Hydro One’s target, how will 19 

Hydro One factor that into the remaining four years of its five-year plan? 20 

 21 

Response 22 

 23 

a) Customer growth rates under alternative economic growth scenarios are provided in 24 

the following table. The May updated forecast, which is based on an average 2.6% of 25 

GDP growth per year, is slightly above the 2% scenario. 26 

 27 

   28 

 29 

Number of Customer Growth Under Alternative Economic Growth

(%)

Economic Growth Scenario

Year 1% 2% 3%

2014 0.67 0.82 0.98

2015 0.47 0.65 0.82

2016 0.54 0.75 0.96

2017 0.53 0.74 0.96

2018 0.69 0.90 1.12

2019 0.57 0.79 1.01
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b) Hydro One does not plan to update the load forecast on an annual basis. There will be 1 

positive and negative factors affecting the load forecast every year but on balance the 2 

load forecast will be expected to be accurate within one standard deviation over the 5 3 

year forecast period. 4 
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Energy Probe Research Foundation (EP) INTERROGATORY #50 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 2 9 

 10 

Preamble:  11 

In Exhibit A, Tab 16, Schedule 2, Hydro One plans on housing starts to increase to 12 

69,000 units per year.  13 

 14 

a) What is the risk to Hydro One’s load and new customer forecast if that figure is 15 

60,000 units per year? 50,000 per year? 16 

 17 

b) Will housing start forecasts be updated to actuals annually? 18 

 19 

c) Does Hydro One have any studies concerning the elasticity of customer power 20 

demand and prices? 21 

 22 

d) Would the end of the Clean Energy Benefit, combined with distribution increases on 23 

customers’ bills have a noticeable impact on customer demand? Does Hydro One 24 

have any studies regarding this? 25 

  26 
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Response 1 

 2 

a) The risk to Hydro One’s load forecast and new customer forecast using 50,000 units 3 

and 60,000 units per year of housing starts is estimated below. 4 

 5 

 6 

 7 

 8 

b) Hydro One has no plans to update the housing starts forecast on an annual basis. 9 

 10 

c) Hydro One has not done any studies. 11 

 12 

d) The end of the Clean Air Energy Benefits and increases in distribution charges on 13 

customer bills are not expected to have a noticeable impact on customer demand.  14 

Hydro One has not done any studies.  15 

Impact of Alternative Scenarios for Housing Starts on Load Forecast 

Change (GWh) Change Percent  of Forecast

Scenario: 50,000 60,000 50,000 60,000

2014 -42 5 -0.11 0.01

2015 -48 -2 -0.13 0.00

2016 -87 -41 -0.23 -0.11

2017 -102 -56 -0.27 -0.15

2018 -116 -70 -0.31 -0.18

2019 -87 -42 -0.23 -0.11

Impact of Alternative Scenarios for Housing Starts on Number of Customers Forecast 

Change Change Percent  of Forecast

Scenario: 50,000 60,000 50,000 60,000

2014 -1507 175 -0.12 0.01

2015 -1739 -57 -0.13 0.00

2016 -3161 -1480 -0.24 -0.11

2017 -3709 -2028 -0.28 -0.15

2018 -4261 -2579 -0.32 -0.19

2019 -3223 -1541 -0.24 -0.12
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Energy Probe Research Foundation (EP) INTERROGATORY #51 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 3, Table 15 9 

 10 

Preamble:  11 

In Exhibit A, Tab 16, Schedule 3, Table 15 shows that Hydro One Customers are 12 

increasing the amount of energy conserved outside of incentives from Hydro One and 13 

Government programs.  14 

 15 

a) Does Hydro One expect this trend to continue? 16 

 17 

b) If so, will it have a noticeable impact on Hydro One’s load forecast? 18 

 19 

c) If non-targeted conservation increases significantly, would this be considered an off-20 

ramp by Hydro One for its five-year plan? 21 

 22 

d) Does Hydro One have any estimates on the impact that higher prices will have on 23 

non-targeted conservation? 24 

 25 

e) Does Hydro One have any estimates on whether the Board’s move towards 26 

decoupling will have an effect on its load forecast?  27 

 28 

Response 29 

 30 

a) Yes, this trend is expected to continue but at a much slower rate of growth compared 31 

to previous years. 32 

 33 

b) It will not have any impact in the load forecast submitted in this rate application. In 34 

the forecast period (2015-2019), Hydro One uses CDM categories consistent with the 35 

OPA and does not include any impacts associated with customer own actions. 36 

 37 

c) Given the responses in (a) and (b) above, Hydro One does not expect this impact, 38 

even if it increases significantly, would trigger an off-ramp consideration. 39 

 40 

d) Hydro One does not have any estimates. 41 

 42 

e) Hydro One does not have any estimates. 43 
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Energy Probe Research Foundation (EP) INTERROGATORY #52 1 

 2 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 3 

requirements of the applicant? Is the forecast of other rates and 4 

charges appropriate? Is the forecast of other revenues appropriate? 5 

 6 

Interrogatory 7 

 8 

Reference: Exhibit A, Tab 16, Schedule 3, Table 18 9 

 10 

In Exhibit A, Tab 16, Schedule 3, Table 18 Hydro One reports an increase in Estimated 11 

Savings from Customers’ Own Actions. Does it have a similar forecast or estimate for the 12 

duration of its five-year plan? 13 

 14 

Response 15 

 16 

a) The estimated savings from Customers’ Own Actions are based on customer survey 17 

responses and are not forecasted.  The most recent survey conducted by Hydro One 18 

was in December 2013.  Estimated savings from Customers’ Own Actions in 2013 19 

are 379 GWh. 20 
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Association of Major Power Consumers in Ontario (AMPCO)  INTERROGATORY 1 

#38 2 

 3 

Issue 6.6 Is the load forecast a reasonable reflection of the energy and demand 4 

requirements of the applicant?  Is the forecast of other rates and 5 

charges appropriate?  Is the forecast of other revenues appropriate? 6 

 7 

Interrogatory 8 

 9 

Reference: Exhibit A/Tab 16/Schedule 4/Table 2 10 

 11 

a) Please update this table with 2012 and 2013 data, and include actual, non-corrected 12 

data for all years.  13 

 14 

Response 15 

 16 

The requested information is provided below. 17 

 

Province-wide Annual Energy Saving by Category (TWh) 
        2012 2013 2014 2015 2016 2017 2018 2019 

Forecasted savings from future 
programs  

1.0 2.5 3.3 4.8 5.9 7.2 8.7 

Historical program persistence 
(2006-2012) 

6.0 5.9 5.8 5.5 4.1 3.0 2.3 2.2 

Codes and Standards (forecasted 
savings) 

0.0 0.2 0.2 0.5 0.9 1.0 1.9 2.6 

Codes and Standards (existing 
savings) 

1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 

LTEP 2013 total energy savings  7.6 8.6 10.1 10.9 11.3 11.4 13.0 15.1 
Source: Ontario Power Authority. Savings are at generation level including TX and DX losses 18 
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