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BY E-MAIL 
July 17, 2014
Board Secretary 

Ontario Energy Board 

2300 Yonge Street, Ste. 2701 

Toronto ON M4P 1E4 

Attention: Mr. John Pickernell, Applications Administration 

Dear Mr. Pickernell: 

Re:
Hydro One Networks Inc. (“Hydro One”) 
2015-2019 Custom Cost of Service Rate Application 
Board File Number EB-2013-0416 
Board Staff Questions and Areas of Interest for the July 21/22 Technical Conference 
Please find below, Board staff’s questions and main Areas of Interest for the July 21 and 22, 2014 Technical Conference.  Board staff may add to this list before the conference begins and may also ask related questions at the Technical Conference.

1) RRFE Related Issues

Board staff will have clarifying questions on the following RRFE related Interrogatory Responses:

Tab 1.01 Sch 2 SIA 2b

Tab 1.01 Sch 5 CME 4

Tab 1.01 Sch 11 EP 2

Tab 1.03 Sch 1 Staff 1

Tab 1.03 Sch 11 EP 3

Tab 1.04 Sch 6 VECC 26d

Tab 2.01 Sch 1 Staff 5

Tab 2.01 Sch 1 Staff 8

Tab 2.01 Sch 6 VECC 32

Tab 2.02 Sch 1 Staff 10

Tab 2.02 Sch 1 Staff 11

Tab 2.02 Sch 1 Staff 12

Tab 2.02 Sch 11 EP 16

Tab 2.02 Sch 14 AMPCO 10

Tab 2.03 Sch 1 Staff 14

Tab 2.03 Sch 6 VECC 38c

Tab 2.03 Sch 10 CCC 11

Tab 2.04 Sch 1 Staff 17

Tab 2.04 Sch 1 Staff 18

Tab 2.04 Sch 10 CCC 12

Tab 2.05 Sch 1 Staff 28

Tab 2.05 Sch 1 Staff 30

Tab 2.05 Sch 2 SIA 20

Tab 2.05 Sch 6 VECC 48

Tab 2.06 Sch 1 Staff 33

Tab 2.06 Sch 6 VECC 78

Tab 2.06 Sch 10 CCC 15

Tab 2.07 Sch 6 VECC 51

Tab 3.01 Sch 1 Staff 38

Tab 3.03 Sch 1 Staff 59

Tab 3.03 Sch 1 Staff 60

Also, some further questions on Exhibit A-18-1 App A (application for exemption) – and clarify what is being sought: licence amendment, need for interim order.

2) Capital Planning, System Plans

Response to Board Staff IR #19(c) It asked for evidence of efficiency and/or productivity gains in relation to forecast projects. Please provide quantitative measures of efficiency and/or productivity gains.

Response to Board Staff IR # 49(c) describes the Asset Investment Planning (AIP) tool. Hydro One says that the AIP optimizes the best blend of investments and that senior management uses the AIP to determine the best portfolio of investments. Could you provide an output? And could you put that down in an undertaking?

Response to Board Staff IR # 50(j) Based on the explanation given for the AIP, please clarify the statement at IRR#50(j): “Hydro One respectfully submits…decisions it would make in some speculative scenarios”.

Response to Board Staff IR # 50 (d)  Please clarify what is meant by asset economics at IRR#50(d). 

Response to Board Staff IR # 19 (d) While Bd. Staff IR#19(d) asked for proof of an economic evaluation that would have been conducted during the planning stage, the IRR points to areas of the evidence that mention the concepts of cost ,cost-effectiveness, and productivity. If evidence related to economic evaluation of projects is available, could you please provide that in an undertaking?

Response to Board Staff IR # 53(f) This question requested a copy of Hydro One’s Asset Condition Assessment (ACA), and health or risk distribution of these assets. Does the information at D1-2-1 reflect the complete asset register, and a concise picture of the asset distribution? 

Response to Board Staff IR # 53 (g)   Given the statement at IRR#53(g), please clarify how the new asset management tool replaces the function of a third party assurance review.

Response to Board Staff IR IRR#50(h) and IRR#53(c), please explain the interfacing of the ACA, the AA, and the AIP.

Response to Board Staff IR#52 Can this be augmented by quantitative evidence where applicable for the area related to the benefits of projects? Also can the business cases be provided so as to get evidence on the project economics and the evaluation of alternatives?

Response to Board Staff IR#51 shows in some instances that planned and reactive OM&A are bundled. Information on capital vs. depreciation is not included and requested information on depreciation trending. Please provide the unbundled information.

Further questions will also be asked regarding monitoring and reporting for planned outcomes, specifically on responses to Response to Board Staff IRs 22 and 23 (Exhibit I/Tab2.04/Sch1 Staff 22 and 23) and under capital expenditures: Board staff 55 (e) (Exhibit I/Tab3.02/Sch1 Staff 55).

3) Deferral and Variance Accounts

Under Response to Board Staff IR # 79 with respect to the renewable connection deferral accounts, the evidence filed at Exhibit F1-1-1appears to show that Hydro One did not follow the methodology in the APH nor followed the direction in its 2009 Board Decision. Both APH and Hydro One’s 2009 Decision requires Hydro One to record the capital expenditures in Account 1531, OM&A expenditures in Account 1532 and rate riders collected from the ratepayers in Account 1533. 

Please submit a revised filing which follows the APH methodology.

4) Smart Meters

With regard to Responses to Board staff IRs # 80 and 82: The Board has allowed for estimated capital costs, on the basis that it is in the public interest to complete the smart meter program as quickly as possible and to ensure that smart meter costs, going forward, are treated similar to capital and operating expenses of other regular distribution assets and operations (poles, transformers, vehicles, cable, etc.).  This was first adopted by the Board in the EB-2011-0128 decision regarding PowerStream, was documented in Guideline G-2011-0001 and has been used in the Board’s determination of smart meter costs in nearly every such applicable decision since.

Please document YTD and YE forecast for 2014 smart meter costs, both for meter installations and replacements (i.e., new growth and meter failures) ((i.e. Board Staff-82) and for the communications network expansion (Board staff IR 80).

Please confirm, correct and/or update the attached Excel table.

In the Response to Board Staff IR #82, Hydro One indicates that it is proposing to discontinue the smart meter accounts, but is not proposing to dispose of 2014 costs until 2020.  What accounting treatment does Hydro One propose to account for these costs?

With regard to Response to Board staff IR # 84: Please confirm that the costs per installed meter shown in b) relate only to the costs for the purchase of the smart meter and its installation in the customer’s meter base, including activation and sealing.  In other words, these meter costs exclude any costs for the AMI infrastructure and for the back-office (AMCC, ODS, etc.).  In the alternative, please explain.

How has Hydro One Networks calculated these average costs per installed smart meter?

With regard to Response to Board staff IR # 86: Please provide Hydro One’s Smart Meter Model in Exhibit F1-1-3 Attachment 2 in full working Microsoft Excel format.

Since the Board-issued Smart Meter Model is “generic” and has been designed and used as such in the vast majority of distribution rate applications where the majority of Ontario electricity distributors have sought approval for smart meter cost recovery, and has been adaptable to the circumstances of most distributors.  Further, the Board-issued model has been developed consistent with the Board’s Smart Meter Guidelines G-2008-0002 and G-2011-0001.  As such, the guidelines and the Board-issued model has been integral to the Board’s determination for smart meter cost recovery, particularly with the majority of smart meter cost recovery applications since the issuance of Guideline G-2011-0001 in December 2011.  Further, these reflect an evolution of the Board’s policy and practice as the Board and the industry have gained experience and knowledge of the deployment and operations of smart meters.

Hydro One’s response to the Board staff IR#86 does not indicate why it does not have the information and hence cannot populate the Board issued Smart Meter Model.  Board staff requests that Hydro One Networks do so.  (Hydro One may correspond with Board staff on any modifications that may be necessary.)

However, Board staff does not understand why the data is not available, as it was expected that each distributor would record the necessary capital and OM&A account detail in sub-accounts of Accounts 1555 and 1556 when these accounts were established.  Board staff requests that Hydro One respond fully to the Board staff IR.

Hydro One has included the smart meter DVA balance in with other Group 1 and Group 2 DVA balances for calculating generic class-specific DVA rate riders.  Beginning in 2008, the Board has generally required that smart meter DVA balances be recovered or refunded through specific rate riders, referred to as the Smart Meter Disposition Riders.  Why is Hydro One Networks not proposing SMDRs separate from the general Group 1 and Group 2 DVAs?  

5) Pension Issues and OPEBs

Board staff anticipates having further clarification questions on the Pension and OPEBs related responses found in the Responses to Board Staff IRs #64 to #73.

Sincerely,

Original signed by
Harold Thiessen
Board Staff, Case Manager
EB-2013-0416
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