
EXHIBIT A: RATE PLAN 1 

 2 

A-CCC-1 3 

On March 12, 2015, the Board released its Decision regarding the Hydro One Inc. rate 4 

application for a five-year custom plan (EB-2014-0247).  In that Decision the Board set 5 

out a number of reasons why Hydro Oneôs application is insufficient as a Custom IR 6 

application under the RRFE.   In light of the conclusions reached by the Board in that 7 

case, please explain how PowerStreamôs application is compliant with the RRFE.   8 

RESPONSE: 9 

The PowerStream application is consistent with the intent of the RRFE with respect to 10 

Custom IR applications.  The RRFE Report states ñThis Report provides the general 11 

policy direction for this rate-setting method, but the Board expects that the specifics of 12 

how the costs approved by the Board will be recovered through rates over the term will 13 

be determined in individual rate applications. This rate-setting method is intended to be 14 

customized to fit the specific applicantôs circumstances. Consequently, the exact nature 15 

of the rate order that will result may vary from distributor to distributor.ò  (RRFE Report 16 

pg. 18).   17 

 18 

The RRFE Report also states ñThe Board does not intend to publish filing requirements 19 

for the Custom IR method (other than the Consolidated Capital Plan Filing 20 

Requirements) at this time, although much of the material in Cost of Service Filing 21 

Requirements will be relevant for Custom IR filers. Consistent with the conclusions set 22 

out in this Report in relation to the Custom IR method, the onus will be on the applicant 23 

to specify and substantiate its preferred approach to multi-year rate-setting. After the 24 

Board has gained some experience with these types of applications it may publish filing 25 

requirements for Custom IR applicantsò (RRFE Report pg. 70). 26 

 27 

The Custom IR features discussed in the Hydro One Distribution (EB-2013-0416) 28 

decision relate to the RRFE central policy objectives of measuring performance and 29 

providing incentives for continuous improvement.  The Boardôs findings in the Hydro 30 

One decision indicate the need for a utility to focus on a number of areas as described 31 

below.  Beneath each focus area is a description of how PowerStreamôs application 32 

addresses these Custom IR requirements: 33 

 34 

1. Consistency with outcomes based regulation 35 

¶ PowerStream followed a top down and bottom up approach to budgeting, 36 

rather than simply extrapolating prior resource based spending patterns.  37 

This included use of asset management practices and risk based 38 



prioritization of capital spending.  Spending levels have been established 1 

with a focus on meeting all outcome based OEB Scorecard targets. 2 

 3 

2. Externally Imposed Incentives 4 

¶ OM&A is set at a level lower than ñstatus quoò costs to drive PowerStream 5 

to seek and find further productivity savings or risk earning less than the 6 

regulated return.  These savings, whether they are achieved or not, are 7 

passed on to customers through lower proposed OM&A levels during the 8 

Custom IR term.  PowerStream has provided analysis to support that the 9 

embedded productivity savings meet or exceed the Boardôs expectation 10 

embodied in the X factor. (Exhibit F, Tab 1, p3. 3-5) 11 

 12 

3. Benchmarking evidence 13 

¶ Comparison to predicted costs based on the Pacific Economics Group 14 

econometric model used by the OEB to set stretch factors (Exhibit F, Tab 15 

2, pgs. 1-4) 16 

¶ Comparisons to other LDCôs (Exhibit F, Tab 2, pgs. 5-8) 17 

 18 

4. Prospects for continuous improvement 19 

¶ Specific examples of continuous improvement are provided in Exhibit F, 20 

Tab 1, pgs. 7-10 21 

 22 

5. Value to customers 23 

¶ PowerStream engaged customers in a variety of ways including customer 24 

engagement on the Distribution System Plan and has considered 25 

customers preferences in formulating its plan; 26 

¶ Customers are receiving value through the submitted application through 27 

the achievement of customer identified priorities such as service reliability 28 

and cost.  The submitted plan contains investments in assets and 29 

operations that will allow for the achievement of appropriate service 30 

reliability levels.  In addition, only necessary costs are included in the plan 31 

and customers have been given a commitment to the achievement of 32 

productivity savings during the Custom IR term.  33 

PowerStreamôs application is different than Hydro Oneôs in that it has specifically 34 

addressed the above RRFE requirements. 35 

The RRFE Report states ñThe Board expects that a distributor that applies under this 36 

method will file robust evidence of its cost and revenue forecasts over a five year 37 

horizon, as well as detailed infrastructure investment plans over that same time frame. 38 

In addition, the Board expects a distributorôs application under Custom IR to 39 

demonstrate its ability to manage within the rates set, given that actual costs and 40 

revenues will vary from forecast. (RRFE Report, pg. 19) 41 

PowerStream application is consistent with the RRFE requirements for a Custom IR 42 

application as it meets the requirements contained in the above mentioned sections of 43 

the RRFE Report, and, in addition to the features mentioned above, includes: 44 



¶ A 5 year plan duration supported by capital and OM&A budgets with a complete 1 

budgeting process, review and approval;   2 

¶ A comprehensive Distribution System Plan that meets all the requirements of 3 

Chapter 5 of the Board filing guidelines;  4 

¶ A commitment to the plan term with no expectation of seeking early termination;  5 

¶ Expected productivity gains that exceed those of the Boardôs IRM methodology for 6 

the rate period that are reflected in lower rates through lower forecast OM&A and 7 

Capital levels than otherwise would have been the case; 8 

¶ The risk of not achieving the embedded productivity savings is borne entirely by 9 

PowerStream; and  10 

¶ Benchmarking of results consistent with the PEG report and peer-to-peer 11 

benchmarking information contained in the OEB Yearbook.   12 

 13 

  14 



A-CCC-2 1 

REF: Ex. A/T1/ /p. 1 2 

 3 

The evidence sets out a truncated list of what the RRFE requires and how 4 

PowerStream has addressed those requirements.  Please address the extent to which 5 

PowerStreamôs application has addressed the complete list of RRFE requirements. 6 

 7 

RESPONSE: 8 

 9 

PowerStream believes that it has addressed the complete list of RRFE requirements. 10 
Please also see the response to A-CCC.1.   11 

  12 



A-CCC-3 1 

REF: Ex. A/T1/ /p. 1 2 

 3 

Please address the extent to which PowerStreamôs application has addressed the 4 

RRFE requirement ñoutcome measuresò as follows:   5 

a) Customer Focus: services are provided in a manner that responds to identified 6 
customer preferences;  7 

b) Operational Effectiveness: continuous improvement in productivity and cost 8 
performance is achieved; and utilities deliver on system reliability and quality 9 
objectives;  10 

c) Public Policy Responsiveness: utilities deliver on obligations mandated by 11 

government (e.g., in legislation and in regulatory requirements imposed further to 12 
Ministerial directives to the Board); and  13 

d) Financial Performance: financial viability is maintained; and savings from 14 

operational effectiveness are sustainable.  15 
 16 

As part of the RRFE the Board requires that a Scorecard will be used to monitor 17 

individual distributor performance and to compare performance across the distribution 18 

sector.  Please provide the Boardôs scorecard (and associated annual targets) that 19 

PowerStream intends to report on during the term of the plan.   Is PowerStream 20 

proposing additional metrics to measure its performance during the plan in addition to 21 

those set out in the Boardôs Scorecard?  If so, please identify those metrics and the 22 

associated targets.    23 

 24 

RESPONSE: 25 

PowerStream proposes to use the Boardôs scorecard as its outcome measures. 26 

PowerStream also proposes to report on capital spending as required by the RRFE. 27 

The current Board scorecard is attached as A-CCC-3 Appendix A.   28 



A-CCC-4 1 

REF: Ex. A/T1 2 

 3 

With respect to capital the RRFE states specifically that once rates have been approved 4 

the Board will monitor capital spending against that approved plan by requiring 5 

distributors to report capital spending against the approved plan by requiring distributors 6 

to report annually on actual amounts spent.  If spending is significantly different from the 7 

level reflected in a distributorôs plan the Board will investigate the matter and could 8 

terminate the rate-setting method.   Please set out specifically how PowerStream will 9 

comply with this requirement.   What level of detail does PowerStream intend to report 10 

on? 11 

 12 

RESPONSE: 13 

PowerStream proposes to report annually on its actual capital spending compared to 14 

that contained in the approved Custom IR rate plan.  This would be submitted at the 15 

same time as the annual RRR reporting. 16 

PowerStream would provide the following level of detail: 17 

¶ Capital spending in the same detail as our Rate Proposal Exhibit G, Tab 2, Table 18 

3. 19 

¶ Capital additions in the same detail as Chapter 2 Filing Guidelines Appendix 2-20 

BA. 21 

 22 

  23 



A-CCC-5 1 

 2 

Please explain how PowerStream has incorporated ñexplicit, externally imposed 3 

improvement incentivesò into its rate proposal.   4 

 5 

RESPONSE: 6 

 7 

As discussed in Exhibit F, Tab 1, PowerStream has interpreted ñexplicit, externally 8 

imposed improvement incentivesò as being the Boardôs productivity or X factor in the 9 

IRM price cap formula of IPI-X. 10 

In this same section, PowerStream has undertaken analysis to demonstrate that its 11 

forecasted capital and OM&A spending incorporates productivity savings equal to or 12 

greater than the ñexplicit, externally imposed improvement incentivesò under IRM. 13 

  14 



A-CCC-6 1 

 2 

Please explain why PowerStreamôs application should not be considered a Custom 3 

Cost of Service application. 4 

 5 

RESPONSE: 6 

 7 

The RRFE Report states ñThis Report provides the general policy direction for this rate-8 

setting method, but the Board expects that the specifics of how the costs approved by 9 

the Board will be recovered through rates over the term will be determined in individual 10 

rate applications. This rate-setting method is intended to be customized to fit the 11 

specific applicantôs circumstances. Consequently, the exact nature of the rate order that 12 

will result may vary from distributor to distributor.ò  (RRFE Report pg. 18). 13 

 14 

The RRFE Report also states ñThe Board does not intend to publish filing requirements 15 

for the Custom IR method (other than the Consolidated Capital Plan Filing 16 

Requirements) at this time, although much of the material in Cost of Service Filing 17 

Requirements will be relevant for Custom IR filers. Consistent with the conclusions set 18 

out in this Report in relation to the Custom IR method, the onus will be on the applicant 19 

to specify and substantiate its preferred approach to multi-year rate-setting. After the 20 

Board has gained some experience with these types of applications it may publish filing 21 

requirements for Custom IR applicantsò (RRFE Report pg. 70). 22 

 23 

The RRFE Report further states ñThe Board expects that a distributor that applies under 24 

this method will file robust evidence of its cost and revenue forecasts over a five year 25 

horizon, as well as detailed infrastructure investment plans over that same time frame. 26 

In addition, the Board expects a distributorôs application under Custom IR to 27 

demonstrate its ability to manage within the rates set, given that actual costs and 28 

revenues will vary from forecast. (RRFE Report, pg. 19) 29 

To highlight from the above OEB excerpts: the RRFE provides the general policy 30 

direction; much of the material in Cost of Service Filing Requirements will be relevant 31 

for Custom IR filers; a distributor that applies under this method will file evidence of its 32 

cost and revenue forecasts over a five year horizon. 33 

 34 

As a full set of filing guidelines have not been developed by the OEB, electricity 35 

distributors have been given flexibility in bringing forward their applications as long as 36 

they contain or adhere to the RRFE principles and features.  PowerStreamôs application 37 

is based on a revenue requirement structure. Not only is this structure not prohibited, it 38 

is contemplated as the Board speaks of cost and revenue forecasts and the relevance 39 



of cost of service filing guidelines. In fact in the case of Horizon Utilities Custom IR 1 

Application which was correspondingly structured, the Board has already accepted the 2 

settlement agreement.  In any event, PowerStreamôs Custom IR Application can be 3 

thought of as Custom Cost of Service Application or a Custom Revenue Requirement 4 

Application but espousing and containing RRFE principles and features making it a 5 

Custom IR Application. For these principles and features please see Exhibit A of the 6 

Rate Proposal filing and PowerStreamôs response to A-CCC-1. 7 

 8 

 9 

  10 



A-CCC-7 1 

REF: Ex. A/T1/p. 3 2 

 3 

PowerStream is proposing an annual updating of the revenue requirement and resulting 4 

rates for 2017-2020.  Please describe the annual process that PowerStream is 5 

proposing.  Please include proposed timelines and a list of the evidence that 6 

PowerStream intends to produce as a part of that process.   7 

 8 

RESPONSE: 9 

 10 

Please see the responses to A-Energy Probe-1.  11 



A-CCC-8 1 

REF: Ex. A/T1/p. 3 2 

 3 

Please explain how internally PowerStream intends to measure its progress with 4 

respect to productivity during the term of the plan.   5 

 6 

RESPONSE: 7 

 8 

PowerStreamôs projected productivity improvements will come from implementing 9 

various projects and initiatives throughout the term of the plan.  PowerStreamôs 10 

Organizational Effectiveness (OE) department will play a lead role in monitoring and 11 

reporting on the planned and projected productivity savings in order to measure its 12 

progress during the term of the plan.  OE will work with the various business units within 13 

PowerStream to ensure the Projects and initiatives with significant productivity 14 

improvements have metrics and baselines established prior to implementation.    15 



A-CCC-9 1 

REF: Ex. A/T1/p. 5 2 

 3 

The evidence states that PowerStream may request disposition of certain other deferral 4 

and variance accounts (beyond those set out in the EDDVAR Report) where the 5 

amounts are significant and the circumstances are appropriate for disposition similar to 6 

the Boardôs current direction on disposing of LRAM variance amounts during IRM.  7 

Please provide a list of these other accounts and the current balances.  How will 8 

PowerStream decide what is ñsignificantò?  What are the ñcircumstancesò under which 9 

PowerStream would apply for disposition of these accounts? 10 

 11 

RESPONSE: 12 

 13 

PowerStream proposes that a Deferral or Variance account (ñDVAò) balance greater 14 

than ± $10 million would be significant and might be considered for disposition. 15 

PowerStream would be guided by the Boardôs annual IRM DVA Continuity Schedule as 16 

to which other DVA accounts may be considered for disposition.   17 



A-CCC-10 1 

REF: Ex. A/T1/p. 5 2 

 3 

The evidence indicates that PowerStream proposes that some unexpected or 4 

unpredictable events might be best addressed through a re-opening of the Custom IR 5 

rate plan and in other cases may require termination of the plan.  PowerStream has 6 

provided examples of events that could trigger a re-opening or termination of the plan.  7 

In this context how does PowerStream define ñmaterialò?  Would a future merger or 8 

acquisition trigger a re-opening or termination of the plan?  If not, why not?   9 

 10 

RESPONSE: 11 

 12 

For purposes of re-opening or termination of the rate plan, PowerStream defines 13 

material as 5% of target net income which would be approximately $2 million for 2016.  14 

PowerStream proposes that externally driven events with net costs to PowerStream of 15 

this magnitude would allow PowerStream to apply for re-opening or termination of the 16 

Custom IR rate plan. 17 

PowerStream does not think that a future merger or acquisition need trigger a re-18 

opening or termination of the plan.  The Board Report: Rate-Making Associated with 19 

Distributor Consolidation, March 26, 2015 (EB-2014-0138) provides guidance on this 20 

situation. 21 

 22 

 23 

 24 

 25 

 26 

 27 

A-CCC-11 28 

REF: Ex. A/T1/p. 5 29 

 30 



Given the fact that PowerStream is spending a significant amount on ñstorm hardeningò 1 

throughout the term of the plan, how would costs associated with storm damage be 2 

treated during the term of the rate plan?   Has PowerStream embedded storm damage 3 

costs in it budgets?  If so, please identify where these costs are accounted for.   4 

 5 

RESPONSE: 6 

 7 

PowerStream has budgeted for storm damage on the basis of historical data and also 8 

considered the proposed ñstorm hardeningò initiatives being carried out. Table A-9 

CCC.11-1 summarizes the Storm damage capital and OM&A budget amounts included 10 

in the Rate Proposal.  11 

Table A-CCC.11-1: Storm Damage Budgeted Costs ($ thousands) 12 

  2016 2017 2018 2019 2020 

Capital Budget $1,000 $1,006 $1,006 $1,010 $1,010 

OM&A Budget $377 $385 $391 $397 $403 

  13 



A-CCC-12 1 

 2 

Please provide copies of any corporate scorecards PowerStream has in place.  Please 3 

provide results and targets for the past 5 years and targets for the rate plan period.   4 

 5 

RESPONSE: 6 

 7 

Corporate Scorecards from 2010 to 2014, as well as the Balance Scorecard 8 

developed for 2015, are included in A-CCC-12-Appendix A.  9 

Scorecards for 2016 to 2020 will be developed in the future. 10 

  11 



A-CCC-13 1 

 2 

In recent cases the Board has approved an earnings sharing mechanism as part of 3 

several IRM rate plans (Enbridge, Union Gas, Horizon).  Would PowerStream be 4 

supportive of incorporating earnings sharing into its plan?  If not, why not?    5 

 6 

RESPONSE: 7 

 8 

In its Rate Proposal, PowerStream is sharing benefits as contemplated by the Renewed 9 

Regulatory Framework for Electricity Distributors: A Performance-Based Approach. 10 

 11 

  12 



A-Energy Probe-1 1 

REF: Ex. A, Tab 1 & 2  2 

  3 

a) Please provide a list of the adjustments that are being proposed by PowerStream 4 

in its annual filings for 2017 through 2020.  Please subdivide these adjustments to 5 

show those that would apply to rates and those that would apply to pass through 6 

items. 7 

b) Please provide a comprehensive list of the things that would not be adjusted 8 

throughout the Custom IR plan, but would be determined by the Board as part of this 9 

application for the entire term of the Custom IR plan.  Please subdivide these 10 

adjustments to show those that impact on rates and those that would apply to pass 11 

through items. 12 

c) PowerStream refers to the annual adjustment process as providing information for 13 

a draft rate order.  Does PowerStream envision an application process that includes 14 

the filing of evidence, the provision for interrogatories, a settlement conference, and 15 

if needed, a hearing?  If not, please explain. 16 

 17 

RESPONSE: 18 

 19 

a) PowerStream proposes the following annual adjustments for the 2017 through 20 

2020 rate years. 21 

 22 

1) Annual adjustments affecting the calculation of revenue requirement and 23 

distribution rates: 24 

¶ Updated Working Capital Allowance resulting from updated cost of power 25 

forecasts; 26 

¶ Updating of cost of capital and return for changes in Boardôs parameters 27 

and new debt issued; 28 

¶ Updating of tax estimate; 29 

¶ Potential OM&A adjustment only for significant changes in the rate of 30 

inflation beyond a threshold; and 31 

¶ Changes in fixed ï variable splits as directed by Board policy. 32 

 33 

2) Affecting pass through items: 34 

¶ Updating of transmission rates based on the most current wholesale 35 

transmission costs available; 36 



¶ Changes in the smart meter entity charge; 1 

¶ Updating of low voltage rates based on the most current approved Hydro 2 

One sub-transmission rates available; and 3 

¶ Updating of loss factors. 4 

 5 

3) Other items affecting rates: 6 

¶ Disposition of group 1 Deferral and Variance accounts (DVA) and other 7 

DVA as permitted by the Board under IRM. 8 

 9 

b) PowerStream proposes that the following items are set for the custom IR term 10 

and would not be included in the annual update process: 11 

 12 

¶ Load forecast and billing determinants (including CDM adjustment); 13 

¶ Revenue Offsets; 14 

¶ Capital additions and depreciation expense (see also A-Energy Probe-2); 15 

¶ Cost allocation; and 16 

¶ OM&A (except for potential inflation adjustment). 17 

 18 

c) PowerStream envisions that the ñdraft rate orderò process will be similar to the 4th 19 

generation IRM filing process that follows a cost of service rebasing year, both in 20 

terms of timing and scope. Due to the limited adjustments, the scope would be 21 

similar to an IRM application with some additional items beyond the IRM model 22 

and price cap adjustment.  23 

 24 

The proposed adjustments are largely mechanical in nature. However some 25 

updated values must be determined and the revenue requirement and rates 26 

recalculated. This would require filing of supporting material.  Such material 27 

would include: 28 

: 29 

¶ Updated cost of power forecast;  30 

¶ Updated OEB tax model; 31 

¶ Updated revenue requirement calculation; 32 

¶ DVA rate riders if applicable; 33 

 34 

The derivation of the updated values and the calculations would be different than 35 

calculations under the price cap. In that regard, a written hearing may be 36 

warranted for some matters. This of course will need to be determined by the 37 

Board at the appropriate time. 38 

 39 

  40 



A-Energy Probe-2 1 

REF: Ex. A, Tab 2 2 

 3 

The evidence indicates that the base revenue requirement would be updated for a 4 

number of annual adjustments.  Would there be any update based on the capital 5 

expenditures and depreciation expense that were actually incurred each year, as 6 

opposed to the forecast?  If not, please explain. 7 

 8 

RESPONSE: 9 

 10 

PowerStream has not included capital spending adjustments as part of the annual 11 

update process in this rate proposal. 12 

This is based on the following reasons: 13 

¶ As a practical matter an update to the net fixed assets and related depreciation, 14 

PowerStream thinks this is beyond the scope of an annual update as this would 15 

require substantial evidence and review.  16 

¶ Underspending in one year may be offset by higher spending in the next year if a 17 

significant project is delayed going into service.  18 

¶ The Report of the Board: Renewed Regulatory Framework for Electricity 19 

Distributors (RRFE) on page 13, Table 1 indicates that the differences between 20 

actual and planned capital spending are to be tracked in a deferral and variance 21 

account. On page 20 of the RRFE, the Board addresses capital spending: 22 

Under Custom IR, planned capital spending is expected to be an important 23 

element of the rates distributors will be seeking, and hence will be subjected to 24 

thorough reviews by parties to the proceeding. Once rates have been approved, 25 

the Board will monitor capital spending against the approved plan by requiring 26 

distributors to report annually on actual amounts spent. If actual spending is 27 

significantly different from the level reflected in a distributorôs plan, the Board will 28 

investigate the matter and could, if necessary, terminate the distributorôs rate-29 

setting method. A distributor on the Custom IR method will have its rate base 30 

adjusted prospectively to reflect actual spend at the end of the term, when it 31 

commences a new rate-setting cycle. This is consistent with the Boardôs existing 32 

policies in relation to incremental capital under 3rd Generation IR. 33 

 34 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

A-SEC-1 20 

 21 

Please explain how the proposed plan differs from a 5 year cost of service application.  22 

 23 

RESPONSE: 24 

 25 

Please see response to A-CCC-6 26 

 27 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

A-SEC-2 17 

 18 

Please explain how PowerStream believes the proposed plan meets the requirements 19 

for a Custom IR application as discussed in the Hydro One Distribution (EB-2013-0416) 20 

decision. 21 

 22 

RESPONSE: 23 

 24 

Please see response to A-CCC-1 25 

 26 

 27 

 28 

 29 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

A-SEC-3 13 

 14 

Please provide a table showing, for each between 2016-2020: 15 

a. The proposed distribution revenue to be collected under the plan. 16 

b. The distribution revenue PowerStream would expect to receive under 4th Generation 17 

IRM using 2016 proposed rates as the base. 18 

 19 

RESPONSE: 20 

Table A-SEC-3-1 below presents the requested information. For purposes of 21 

responding to this request only, PowerStream has assumed for 2017 to 2020 a price 22 

cap index (IPI-X) of 1.3%, based on an assumed IPI of 1.6% and a stretch factor of 23 

0.3%. 24 

Table A-SEC-3-1: Proposed vs. 4th GIRM Revenue, 2016 -2020 ($000) 25 

  2016 2017 2018 2019 2020 

Proposed in Plan  $  191,447   $  210,004   $  220,687   $     231,247   $     240,869  

Assumed IPI-X  n/a  1.30% 1.30% 1.30% 1.30% 

Estimated 4GIRM   $  191,447   $  193,936   $  196,457   $     199,011   $     201,598  

 26 



 1 

 2 

 3 

 4 

 5 

  6 



A-SEC-4 1 

REF: Ex. A-1,p.5-6 2 

 3 

Please explain what specific criteria PowerStream believes is appropriate for the Board 4 

to apply to any application to re-open to the plan after approval. What specific approvals 5 

with regards to the ability to re-open the plan is PowerStream seeking approval of? 6 

 7 

RESPONSE: 8 

 9 

The Boardôs off-ramp criterion of ±3% ROE is intended to address under-earnings (or 10 

over-earnings) that are in PowerStreamôs view a result of costs and revenues turning 11 

substantially different than forecasts that underpin rates.  For PowerStream to be able 12 

to manage within the rates set, which is a Board expectation under Custom IR, the 13 

Boardôs off-ramp criterion is viewed by PowerStream as operable for business as usual 14 

situations, not for unexpected or unpredictable and therefore un-forecastable events 15 

that may compelled by authorities or by industry developments. 16 

PowerStream has provided in Exhibit A-1 examples of events for re-opening.  If these 17 

are not specifically captured by the letter or spirit of the Boardôs Z-factor policy, they 18 

should be thought of as such.  In that regard, the criterion should be the Boardôs 19 

materiality threshold - $ 1 million in the case of PowerStream.   20 

The specific approval PowerStream is seeking is Board consent that that PowerStream 21 

will be allowed to put forth an application to revise the rate plan in the specific or similar 22 

circumstances articulated in Exhibit A-1, pages 5-6. 23 

 24 

 25 

 26 

 27 

 28 

A-SEC-5 29 

Please complete the Boardôs Cost of Service Checklist. 30 

 31 



Response: 1 

PowerStream has attached a completed copy of the Boardôs Cost of Service Checklist. 2 

Please refer to A-SEC-5 Appendix A. 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

A -VECC-1 22 

REF:  Ex. A/T-1/pg. 4 23 

 24 

Pre-amble: PowerStream writes ñAs discussed above, inflation and productivity have 25 

been built into PowerStreamôs forecasted costs underpinning rates, so no automatic 26 

annual adjustment is proposedò  27 



In its Decision EB-2013-0416 (Hydro One Networks Inc. distribution rates) the Board 1 

wrote:  ñThe OEB expects Custom IR rate setting to include expectations for benchmark 2 

productivity and efficiency gains that are external to the company. The OEB does not 3 

equate Hydro Oneôs embedded annual savings with productivity and efficiency 4 

incentives. Incentive-based or performance-based rates are set to provide companies 5 

with strong incentives to continuously seek efficiencies in their businesses.ò 6 

 7 

a) Please explain how the proposal is different than Hydro Oneôs (which the Board 8 

rejected as not being in conformance with the RRFE principles). 9 

 10 

RESPONSE:  11 

a) Please see the response to A-CCC-1. 12 

 13 

  14 



A-VECC-2 1 

REF: Ex. A/T-1/pg. 4 & E-F/T-1/pg.6/Table 5 2 

 3 

a) Please provide the source of the inflation forecasts shown in Table 5. 4 

b) Does table 5 shown CPI, GDPI or some other inflation measurement? 5 

 6 

 7 

RESPONSE: 8 

 9 

a) Please see the response to F-Energy Probe-6. 10 

b) Please see the response to part (a). 11 

  12 



A-VECC-3 1 

REF: Ex. A/T-1/pg. 2 2 

 3 

a) At the above reference it states: ñPowerStream has prepared five year capital 4 

investment plans in the past but only optimized and prepared detailed capital 5 

budgets for two year periods. ñ Please explain this statement and what bearing it has 6 

on the 2017-2020 capital budgets shown in this proposal. 7 

 8 

RESPONSE: 9 

a) At the time of PowerStreamôs 2013 cost of service application, capital projects for 10 

the years 2012 and 2013 were subject to the capital budgeting process.  11 

In 2014, the capital budgeting process was extended to cover a six year period, 12 

2015 to 2020, including entering all the proposed projects into the capital 13 

optimization tool. The full capital budgeting process was applied for all years of 14 

the Custom IR plan.  15 

  16 



A-VECC-4 1 

REF: Ex. A/T-2/pg. 1 2 

 3 

a) It appears that PowerStream proposes to set rates interim at the beginning of 4 

each new rate followed some time later by final rates based on adjustments of 5 

the annual rate filing.  Please confirm this is the correct interpretation.  If so, 6 

please provide details as to the regulatory process that PowerStream proposes 7 

to review these adjustments and the final implementation timing of the rates. 8 

 9 

RESPONSE:  10 

 11 

a) Confirmed. PowerStream proposes that the rates for 2017 to 2020, as determined 12 

by the Board at the time of approving 2016 rates, would be interim rates. For 2017 to 13 

2020 rates, an annual update and draft rate order be filed for approval of final rates. 14 

Please see the response to A-Energy Probe-1 for further details. 15 

  16 



EXHIBIT B: BILL IMPACTS AND PROPOSED RATES 1 

 2 

B-AMPCO-1 3 

REF: Ex. B-Tab 1, Page 1 Table 1  4 

 5 

a) Please add the revenue requirement information for 2013 to Table 1. 6 

 7 

RESPONSE: 8 

Please refer to the updated Table 1 below that includes 2013 Board-Approved Revenue 9 

Requirement. 10 

 11 

Table 1: Changes in Revenue Requirement and Drivers ($ millions) 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

B-CCC-14 20 

REF: Ex. B/T1/p. 1 21 

 22 

Board

approved % change % change % change % change % change

Revenue Requirement $154.22 $191.50 $210.00 $220.70 $231.30 $240.90 

Revenue at "current" rates $162.40 $191.50 $210.00 $220.70 $231.30 

Increase in revenue required $29.00 17.90% $18.60 9.70% $10.70 5.10% $10.60 4.80% $9.60 4.20%

Drivers:           

IRM Lag $20.10 69.40% $           -   0.00% $           -   0.00% $           -   0.00% $           -   0.00%

Extraordinary items $5.40 18.40% $10.10 54.30% $2.00 19.10% $0.80 7.70% $0.80 8.10%

Business as usual $3.50 12.10% $8.50 45.70% $8.60 80.90% $9.80 92.30% $8.80 91.90%

Total $29.00 100.00% $18.60 100.00% $10.70 100.00% $10.60 100.00% $9.60 100.00%

2013 2016 2017 2018 2019 2020



The evidence states that the most significant increase in the revenue requirement is, in 1 

2016, due to capital investments made in 2014 and 2015 as well as an increase in the 2 

level of operating costs to the 2015 levels.  Please provide a schedule summarizing the 3 

major capital investments in 2014 and 2015 that PowerStream is seeking to add to rate 4 

base.  Please indicate why these should be considered ñprudentò investments.   Please 5 

provide a schedule summarizing the main drivers for increased OM&A during the IRM 6 

period.   7 

 8 

RESPONSE: 9 

 10 

Table B-CC-14-1 below provides a summary of the in-service capital investments for 11 

2014 and 2015. 12 

Table B-CC-14-1: 2014 and 2015 In-Service Additions 13 

 

2014 2015 

System Access  $          29.1   $          26.1  

System Service  $          17.9   $          17.1  

System Renewal  $          38.3   $          40.6  

General Plant  $          10.6   $          56.1  

Total  $          95.9   $       139.9  

 14 

Investments for 2014 consist of a large number of smaller projects.  15 

¶ System Access consists mainly of Road Authority of $12.7 million and New 16 

Services of $10.0 million, both of these totals represent the sum of many 17 

small projects.  18 

¶  System Service includes the purchase of land for the new Vaughan 19 

transformer station #4 of $4.1 million. Details of this project are included in 20 

Appendix A of section 5.4.5 of the Distribution System Plan (Exhibit G, Tab 2). 21 

¶ System Renewal includes Cable Injection of $10.9 million, Emergency 22 

restoration of $8.2 million and overhead rebuild and replacements of $4.8 23 

million representing the totals for many discrete projects. Most of these 24 

additions relate to capital spending in PowerStreamôs 2014 rate application 25 

under the Incremental Capital Module (ICM).  See Exhibit G, Tab 2b, Table 26 

and the attached project summaries Appendices B-CC-14-A to B-CCC-14-E 27 

for the ICM investment for details. 28 

¶ General plant consists mainly of a number of projected related to upgrading of 29 



information and communications systems including planned replacement of 1 

equipment totaling $4.7 million. 2 

The 2015 capital investments for System Access, System Service and System 3 

Renewal are similar to 2014 in terms of the types of capital work and amounts. 4 

Cable replacement is higher at $11.7 million. There is also new spending for Storm 5 

hardening of $3.5 million. 6 

Much of the capital spending and additions in 2014 and 2015 is related to programs 7 

examined and approved in the 2013 Cost of Service application (EB-2012-0161). 8 

The capital budgeting and control processes described in the Distribution System 9 

Plan for 2015 to 2020 were applied to the 2014 capital spending. These were 10 

prudent investments. 11 

Information regarding material investments can be found in Appendix A of section 12 

5.4.5 of the Distribution System Plan (Exhibit G, Tab 2). 13 

The increase in general plant capital additions is due to the replace of the customer 14 

information and billing system in 2015 with an in-service date in Q2 at a cost of 15 

$45.8 million.  See the response to B.CCC-15 for more details regarding this 16 

investment. 17 

Below is Table B-CCC-14-2 summarizing the main drivers for increased OM&A during 18 

the IRM period: 19 

  20 

  21 



Table B-CCC-14-2 1 

Total OM&A

($000's)

2014 

Actual

2015 

Bridge 

Year

2016 Test 

Year

2017 Test 

Year

2018 Test 

Year

2019 Test 

Year

2020 Test 

Year

2014 

Actuals to 

2015 

Bridge 

Year

2016 to 

2020 Test 

Years

Opening Balance 80,849   85,454    92,558     96,216    98,112     99,920      102,195   80,849      92,558     

Compensation 538        2,508      1,136       267         745          787          901         3,046        3,837       

Asset Management 1,949     579         472          578         364          416          369         2,528        2,199       

Risk Management 330        757         518          485         (36)           138          (103)        1,087        1,002       

Growth 59          144         369          140         232          87            106         203           935          

Customer Expectation 754        (248)        58            25           25            25            25           507           158          

Compliance 262        185         132          18           18            18            19           447           205          

Other 929        1,464      482          15           110          265          139         2,394        1,011       

Closing Balance-

Business as usual 85,670   90,844    95,724     97,745    99,571     101,657    103,650   91,060      101,904   

Year over year ($) 5,173      4,881       2,021      1,826       2,086       1,993      

Year over year  (%) 6.0% 5.4% 2.1% 1.9% 2.1% 2.0%

Extra-ordinary items

Vegetation Management (1,565)    403         614          526         531          536          542         (1,162)       2,749       

CIS Implementation 1,349     1,310      (122)         (158)        (182)         1              1             2,659        (460)         

Closing Balance-

Business with Extra-

ordinary items 85,454   92,558    96,216     98,112    99,920     102,195    104,193   92,558      104,193   

Year over year ($) 7,104      3,659       1,896      1,808       2,275       1,999      

Year over year  (%) 8.3% 4.0% 2.0% 1.8% 2.3% 2.0%

Recoverable OM&A Cost Driver Table

  2 



B-CCC-15 1 

REF: Ex. B/T1/p. 1 2 

 3 

Please provide the business case for the new customer care and billing system.  Please 4 

provide a schedule setting the annual expenditures (Historical and Forecast) for the new 5 

billing system, capital and OM&A.   6 

 7 

RESPONSE: 8 

 9 

The business case for the new customer care and billing system is attached as B-CCC-10 

15 Appendix A.  This is the evidence filed by PowerStream in its Cost of Service 11 

application EB-2012-0161 at Exhibit B1, Tab 1, Schedule 5.  12 

Annual capital expenditures and a comparison to the initial budget from EB-2012-0161 13 

are summarized in Table 1. 14 

 15 

Table 1: Annual Capital Expenditures for New Billing System ($000s) 16 

  17 

 18 

Total project costs of $45.9 Million are $11.4 million higher than the initial plan primarily 19 

due to the original project plan being aggressive and only able to absorb a limited 20 

number of change requests and schedule slippages.  The project took longer than 21 

expected to complete due to challenges and complexities associated with system 22 

interfaces and testing.  The variances are further explained below. 23 



It should be noted that the current approved capital budget for this project is $45.9 1 

million. The rate proposal contains capital costs of $42.8 million. PowerStream 2 

proposes to include this change in the first update.  3 

Internal Labour ($3,695K above plan):  Costs higher than plan due to additional scope 4 

of work and system complexities beyond what was originally anticipated.  This 5 

complexity resulted in project delays and the associated additional staff resource time 6 

increased project costs.   7 

Consulting ($8,518K above plan):  Costs are higher than plan primarily due to 8 

additional system complexities and the associated consulting support required.  9 

Consulting included support from Oracle (interface design and testing), InfoTech and 10 

Util-Assist (system testing), Kaihen (project management and support) and E&Y  11 

(training and review).  Consulting costs are also higher due to a $3.0M shift in the scope 12 

of work initially within the responsibility of the System Integrator (CGI) to PowerStream.  13 

This shift included the transfer of responsibility for certain activities such as report 14 

development, Organizational Change Management, Middleware and change requests.  15 

In addition, the initial project budget did not include $1.1M of overhead burdens 16 

associated with the project. 17 

Systems Integrator ($2,230K above plan):  Costs are higher than planned primarily 18 

due to extension of timeline to handle the additional complexities related to system 19 

interfaces, change requests and data conversion and testing activities 20 

The primary reason for a later in-service date than initially planned (Q2 2014 to Q2 21 

2015) is system testing that led to the identification of missing or incomplete 22 

requirements resulting in Change Requests to all 20 interfaces. It was not possible to 23 

fully identify at the ñDiscoveryò phase of a project all of the issues associated with 24 

converting from a 30-year old system  25 

The annual OM&A costs for the new billing system are set out in Table B-CCC-15- 2 26 
below. 27 
 28 

 29 
 30 
 31 
 32 

Table B-CCC-15-2: Annual OM&A Expenditures for New Billing System ($000s) 33 

 34 
Expenditure 2012 2013 2014 2015 2016 2017 2018 2019 2020 

Information Services:          

Application Managed 
Services Fee (AMS) 

   $2,016 $2,000 $2,000 $2,000 $2,000 $2,000 

Oracle CC&B Software 
Maintenance Fee 

$577 $535 $535 $530 $535 $541 $546 $551 $557 

Training    $11 $15     

Other Software Purchase    $47 $64 $66 $67 $68 $69 

Additional Consulting    $30 $40 $40    



Website Hosting Services    $35 $47 $12    

          

Customer Service:          

Training   $1,350 $19 $30 $7    

Outsourced Call Centre    $375 $200 $125    

Miscellaneous    $124 $141 $130 $130 $130 $130 

          

Total $577 $535 $1,885 $3,187 $3,072 $2,921 $2,743 $2,749 $2,756 

 1 

 2 

 3 

 4 

 5 

  6 



B-CCC-16 1 

REF: Ex. B/T1/p. 1 2 

 3 

System hardening has been identified as a significant cost driver for 2016 and 2017.  4 

Please provide a detailed explanation of this program and a schedule setting out all 5 

capital and OM&A expenditures for each year of the plan term related to this program.  6 

In addition, please identify all expenditures related to this program each year prior to 7 

2016.    8 

 9 

RESPONSE: 10 

A detailed explanation of the Storm Hardening & Rear Lot Conversions program is 11 

included in the Consolidated Distribution System Plan, Section 5.4.5, page 19 of 36 as 12 

noted below 13 

 14 

Storm Hardening & Rear Lot Conversion 15 

Included in the study report was a series of recommendations. This category 16 

covers the capital work that PowerStream must complete to harden (strengthen) 17 

the overhead distribution system to withstand the frequency and severity of 18 

storms (wind, rain, ice) that have been experienced the last few years and, 19 

according to meteorologists, is expected to become more common in the future.  20 

 21 

The vast majority of PowerStreamôs overhead distribution system has been 22 

designed and constructed to legacy standards for the typical wind and ice 23 

loadings commonly experienced at that time. Over the past 15 years, the 24 

increased frequency and severity of extreme weather events has led to 25 

improvements to construction standards for all new distribution system 26 

construction, however, parts of the existing distribution system needs remedial 27 

work to bring it up to the latest standards. 28 

 29 

PowerStream has a number of pockets of customers (mainly residential) being 30 

supplied by rear lot construction. In accordance with the consultant's report, 31 

PowerStream will adopt full conversion for rear lots and recommend completion 32 

over 15 years. The projects will be prioritized based on age, asset condition, 33 

customer needs and reliability. 34 

 35 

PowerStreamôs proposed rear lot conversion investment expenditures for 2016 to 36 

2020 is based on historical expenditures of similar type construction work. The 37 

proposed investments are based on estimated construction costs of 38 

approximately $12,400 per customer. 39 



 1 

Initiatives included in the Storm Hardening program include: 2 

a) Grade 1/Composite Poles for Strategic Locations: 3 

PowerStream will continue development of composite pole standards 4 

and consider use of composite poles and Grade 1 construction in 5 

future construction of poles with 3 or more circuits or critical poles as 6 

defined. 7 

 8 

b) Periodic in-line Anchoring : 9 

PowerStream will review existing lines and determine additional 10 

anchoring needs, both in-line anchors and storm-guying. PowerStream 11 

plans to reinforce all poles that carry 4 circuits, 1500 poles in all.  12 

 13 

c) Flood Avoidance:  14 

Relocate all existing flood sensitive equipment (switches, breakers, 15 

relays, etc) located in existing transformer stations to be above grade. 16 

PowerStream plans to complete this work over four years. 17 

 18 

d) Rear Lot Remediation: 19 

Convert to full front lot current standard over 15 years. 20 

 21 

PowerStreamôs proposed investment expenditures for 2016 to 2020 is based on 22 

combination of available resources and affordability. 23 

 24 

From an OM&A perspective, vegetation management is the main focus for system 25 

hardening. This includes such activities as increasing the tree clearance cutback around 26 

lines, complete removal of any limbs overhanging lines (referred to as ñblue-skyingò), 27 

removal of hazard trees located close to a power line where failures of the tree could 28 

pose a hazard to the line, and implementing vegetation management around secondary 29 

wires on customer properties. 30 

 31 

The capital and OM&A expenditures for each year of the plan term related to this 32 

program are shown below. 33 

 34 

(000ôs)  2016 2017 2018 2019 2020 

Capital   $  7,900   $  7,999   $  7,499   $  6,900  $  7,200  

OM&A  $     614   $     525   $     531  $     536   $     541 

 35 

There are no expenditures for this program prior to 2016. 36 

 37 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

B-CCC-17 17 

REF: Ex. B/T1 p. 1 18 

 19 

Please provide the complete business case for the Vaughan Transformer Station 20 

.   21 

RESPONSE: 22 

 23 

Please see New Vaughan TS4 Business Case attached as B-CCC-17 Appendix A.  24 



B-CCC-18 1 

(Ex. B/T1/p.p. 3-4) 2 

 3 

Please provide the distribution increases (Tables 4 and 6) for residential consumers 4 

with consumption levels of 400 kWh and 1000 kWhs/month.    5 

 6 

RESPONSE:  7 

Table B-CCC.-18-1:  Summary of Monthly Bill Impacts for a Typical Customer ï 8 

Distribution Portion (400 kWh/month) 9 

 10 

 11 

 12 

Table B-CCC-18-2:  Summary of Monthly Bill Impacts for a Typical Customer ï 13 

Distribution Portion (1,000 kWh/month) 14 

 15 

 16 

  17 

Billing
Consumption

per Customer

Load

per Customer

Determinant (kWh) (kW) 2016 2017 2018 2019 2020

York Region 400 0 16.0% 7.7% 3.6% 0.6% 3.1%

Barrie 400 0
15.5% 7.7% 3.6% 0.6% 3.1%

Customer Class

Residential

Distribution Component

Billing
Consumption

per Customer

Load

per Customer

Determinant (kWh) (kW) 2016 2017 2018 2019 2020

York Region 1,000 0
17.7% 8.9% 4.0% 2.1% 3.5%

Barrie 1,000 0
16.9% 8.9% 4.0% 2.1% 3.5%

Customer Class Distribution Component

Residential



B-CCC-19 1 

REF: Ex. B/T1   2 

 3 

Is the only difference between the Barrie rate zone and the former York Region rate 4 

zone related to the 2014 LRAM? If not, please explain the reason for the different rates.   5 

 6 

RESPONSE: 7 

 8 

Yes, the only difference between York Region and former Barrie rates zones is the Rate 9 

Rider for Recovery of Lost Revenue Adjustment Mechanism effective until December 10 

31, 2015. This rate rider is applicable to Residential, GS<50 and GS>50 customers in 11 

the former Barrie rate zone only.   12 



B-CCC-20 1 

REF: Ex. B/T1 2 

 3 

Has Horizon considered rate smoothing with respect to its plan?  If not, why not?  If so, 4 

why has rate smoothing been rejected? 5 

 6 

RESPONSE: 7 

 8 

PowerStream considered rate smoothing but did not propose this as the total bill 9 

impacts are below the Boardôs threshold that requires rate mitigation. 10 

  11 



B-Energy Probe-3 1 

REF: Ex. B, Tab 1 2 

 3 

a) Tables 1 and 2 show the revenue requirement for the 2016 through 2020 period 4 

and these figures appear to the match the base revenue requirement found in the 5 

electronic versions of the RRWF provided for each year.  Please confirm this is 6 

accurate. 7 

b) The revenue at current rates shown in Tables 1 and 2 are different than that show 8 

in each of the RRWF provided.  Please explain what is shown in the RRWF for each 9 

year as distribution revenue?  In particular, are the figures shown in the RRWF for 10 

each year the forecast of customers, kWh's and kW's at the current 2015 rates?  If 11 

not, please explain fully what the distribution revenue figures in the RRWF's 12 

represent and how they were calculated. 13 

c) Tables 1 and 2 appear to show the distribution revenue each year as being equal 14 

to the revenue requirement for the previous year.  This implies no change in the 15 

forecast number of customers, kWh's and kW's over this five year period.  Please 16 

explain. 17 

d) Please provide a version of Tables 1 and 2 that reflects the rates derived from the 18 

revenue requirement of the previous year applied to the current test year forecast of 19 

customers, kWh's and kW's. 20 

e) Similar to part (d) above, please provide live electronic versions of the RRWF for 21 

each of 2016 through 2020 where the distribution revenue at current approved rates 22 

reflects the same thing as in part (d) above, i.e. rates derived from the revenue 23 

requirement from the previous year applied to the current test year forecast of 24 

customers, kWh's and kW's. 25 

 26 

RESPONSE: 27 

a) PowerStream confirms that this is accurate. 28 

 29 

b) Table 1 below summarizes 2015-2020 revenue requirements and revenue at 30 

current rates as presented in 2016 ï 2020 RRWFs and Exhibit B Tables 1 and 2. 31 

 32 

Table B-EP-3-1: Revenue Requirement and Revenue at Current Rates ($000) 33 

 34 



 1 

 2 

Revenues at Current Rates, as presented in RRWF, are calculated based on the 3 

forecasts of customers, kWhs/kWs at current 2015 rates for each of the year from 4 

2016 through 2020. For the purpose of the presentation of the bill impacts (Exhibit B, 5 

Tables 1 & 2), revenue at current rates for each of the year starting 2017 is the 6 

previous year base revenue requirement figure. 7 

 8 

c) Revenue at current rates for each of the year starting with 2017 is taken as the 9 

previous year base revenue requirement figure. It does not take into effect the 10 

change in the forecast number of customers, kWhs and kWs. For the purpose of 11 

the presentation of the bill impacts breakdown by component (i.e. IRM lag, 12 

Extraordinary Items, Business as Usual), PowerStream did not perform additional 13 

analysis to account for the growth impact. 14 

 15 

d) Revenue at current rates, calculated at the rates derived from the revenue 16 

requirement of the previous year applied to the current test year forecast of 17 

customers, kWhs and kWs, is presented in Line D of Table B-EP-3-1. 18 

 19 

Tables B-EP-3-2 and B-EP-3-3 below are updated to reflect the rates derived 20 

from the revenue requirement of the previous year as applied to the current test 21 

year forecast of customers, kWhs and kWs. 22 

 23 

 24 

Table 2: Changes in Revenue Requirement and Drivers ($ millions) 25 

 26 

2015 2016 2017 2018 2019 2020

A Base Revenue Requirement $174,290 $191,447 $210,004 $220,687 $231,247 $240,869

B Revenue at Current Rates (RRWF) - all years at 2015 rates 161,153 162,444 163,345 164,308 165,283 166,319

C Base Revenue Requirement (Exh. B, Tables 1-2) - no growth 162,444 191,447 210,004 220,687 231,247

D Base Revenue Requirement - at previous year RR rates 162,444 192,544 211,010 221,832 232,548



 1 

 2 

Table 3: Changes in Revenue Requirement ï Capital and OM&A ($ millions) 3 

 4 

 5 

 6 

e) Live electronic versions of the RRWF for each of 2016 through 2020 where the 7 

distribution revenue at current approved rates reflects the same thing as in part 8 

(d) above are attached as the electronic Appendices B-Energy Probe-3-1 through 9 

B-Energy Probe-3-5. 10 

 11 

 12 

EXHIBIT C: BUSINESS PLANNING ABD BUDGETING PROCESS AND ECONOMIC 13 

ASSUMPTIONS 14 

 15 

C-AMPCO-2 16 

REF: Ex. C  17 

 18 

% change % change % change % change % change

Revenue Requirement $191.50 $210.00 $220.70 $231.30 $240.90 

Revenue at "current" rates $162.40 $192.54 $211.01 $221.83 $232.55 

Increase in revenue required $29.10 17.92% $17.46 9.07% $9.69 4.59% $9.47 4.27% $8.35 3.59%

Drivers:           

IRM Lag $20.21 69.45%

Extraordinary items $5.37 18.45% $9.49 54.34% $1.85 19.10% $0.73 7.67% $0.68 8.13%

Business as usual $3.52 12.10% $7.97 45.66% $7.84 80.90% $8.74 92.33% $7.67 91.87%

Total $29.10 100.00% $17.46 100.00% $9.69 100.00% $9.47 100.00% $8.35 100.00%

2016 2017 2018 2019 2020

% change % change % change % change % change

Revenue Requirement $191.50 $210.00 $220.70 $231.30 $240.90 

Revenue at "current" rates $162.40 $192.54 $211.01 $221.83 $232.55 

Increase in revenue required $29.10 17.92% $17.46 9.07% $9.69 4.59% $9.47 4.27% $8.35 3.59%

Drivers:           

Capital $20.53 70.55% $13.23 75.82% $7.14 73.67% $6.59 69.57% $6.04 72.33%

OM&A $8.57 29.45% $4.22 24.18% $2.55 26.33% $2.88 30.43% $2.31 27.67%

Total $29.10 100.00% $17.46 100.00% $9.69 100.00% $9.47 100.00% $8.35 100.00%

2016 2017 2018 2019 2020



a) Page 1: PowerStream indicates a 10 year capital plan is developed early in the year.  1 

Please provide a copy of PowerStreamôs latest 10 year capital plan. 2 

 3 

RESPONSE: 4 

 5 

Please see latest version of PowerStreamôs Corporate 10 Year Plan attached as F-6 

SEC-15 Appendix B. 7 

  8 



C-CCC-21 1 

REF: Ex. C/p. 1 2 

 3 

Please provide the budgeting guidelines and instructions sent to staff regarding the 4 

development of the budgets for 2016-2020.      5 

 6 

RESPONSE: 7 

The budget guidelines and instructions are provided to PowerStream Senior Leadership 8 

and Management Teams at a budget kick off meeting in May.  Please find the budget 9 

guidelines document attached as C-CCC-21 Appendix A. 10 

See F-SEC-7 for similar IR and attachment  11 



C-CCC-22 1 

REF: Ex. C/p. 1   2 

 3 

The evidence states that the Corporate Finance Department coordinates and manages 4 

the business planning and budgeting process.  Furthermore, it states that targets are 5 

set for operating and capital expenditures based on a ñtop downò approach considering 6 

corporate strategy and objectives, business needs and financial impact.  Please explain 7 

the process undertaken to develop this five-year plan in the context of this budgeting 8 

process.  Please provide the targets set for operating and capital expenditures based on 9 

this top down approach for this five- year period.   Please explain, in detail, how the 10 

ñbottom upò approach to the development of the budgets is undertaken by each of the 11 

business units.   12 

 13 

RESPONSE: 14 

PowerStream has a detailed annual planning process which involves all the business 15 

groups in the organization.  The planning process begins by reviewing and confirming 16 

corporate strategy and objectives.  This in turn sets the parameters for the development 17 

of a six-year plan. The business planning process begins in late March and results in a 18 

six-year Budget/Outlook delivered to PowerStreamôs Board of Directors for approval in 19 

December.  Once the Budget/Outlook is approved, this document serves as the 20 

baseline for PowerStreamôs operating and capital spending activities.  With respect to 21 

the 2015-2020 planning period, the first year of the Budget/Outlook is the budget for 22 

2015 reporting purposes and also the ñbridge yearò for rate filing purposes.  Budgets 23 

beyond the bridge year (2016-2020) underpin the ñtest yearsò for this custom IR 24 

application. 25 

 26 

Overall budget targets are set for operating and capital expenditures based on a top 27 

down approach considering corporate strategy, business needs and financial impact. As 28 

a means of ensuring PowerStream manages OM&A costs, the initial top down target for 29 

the 2015 budget work activity costs was derived based on a three year historical 30 

average of actual costs (2011-2013) indexed by 1% for cost increases.  Targets for the 31 

years after 2015 used the prior year budget and indexed by 1% for cost increases. The 32 

initial OM&A targets prior to the detailed bottom build process are identified in the table 33 

below. 34 

    Budget Budget Budget Budget Budget Budget 



(in Millions of Dollars)   2015 2016 2017 2018 2019 2020 

OM&A   93.6 95.8 98.1 100.8 103.5 106.4 

 1 

The capital budget target is developed in parallel with the OM&A budget and the 2 

detailed bottom build is led by the Asset Investment Planning Department.  The 10 year 3 

capital plan is initially updated early in the year based on the aggregation of detailed 4 

project request and reviews of project and work program requirements.  The capital 5 

portfolio is shared with Finance and capital targets are developed taking into 6 

consideration financial impacts.  Initial capital targets for annual capital spending prior to 7 

the detailed optimization and portfolio setting process are shown in the table below.   8 

    Budget Budget Budget Budget Budget Budget 

(in Millions of Dollars)   2015 2016 2017 2018 2019 2020 

Net Capital 

Expenditures   114.9 121.4 120.1 114.0 105.0 100.0 

 9 

The bottom up OM&A budget is led by Corporate Finance who communicates the 10 

targets so the business can develop detailed budgets.  Business units consider 11 

corporate, divisional and business needs when developing their individual budgets. 12 

These factors are evaluated against the historical activity and it is determined whether 13 

the historical volume or cost levels are relevant to build the future budget costs.  14 

Individual business areas assess changes in costs based on business specific drivers 15 

that impact their area. (i.e. new contracts, price escalation factors, changes in business 16 

operations).  Each operating and maintenance project or program is also reviewed 17 

during the detailed budget build process.  There are various factors that are considered 18 

by the business units during this bottom up process.  Some notable factors are Asset 19 

Condition Assessment studies, reliability standards, historical failure rates, and 20 

environment, health and safety requirements, regulatory and operating standards (i.e. 21 

cyclical maintenance requirements).  Every effort is made to manage within the target.  22 

When cost pressures cannot be managed within targets, these cost drivers, whether 23 

internal or external, are assessed by the Budget Working Group in order to determine 24 

the criticality of incorporating the cost increase in the budget. 25 

The bottom up build of the Capital Budget is led by Asset Investment Planning.  Similar 26 

to OM&A, business units assess their capital needs based on business requirements 27 

and notable factors as outlined above for OM&A.  A robust review of the capital projects 28 

is performed utilizing software that helps to determine the value and risks associated 29 



with a portfolio of projects.  The portfolio results are reviewed by a multi-disciplinary 1 

review team as a means of setting the final capital portfolio.   2 

The 2015-2020 Budget/Outlook includes a number of other budget areas that underpin 3 

the pro-forma financial statements for the planning period, these include; distribution 4 

revenue, other revenue and depreciation expense. 5 

Distribution Revenue was developed based on a detailed load and customer forecast 6 

and revenue at current rates.  2016-2020 Distribution revenue is based on revenue 7 

requirement needs and the multi-year rebasing criteria. The budget for Other Revenue 8 

(which includes specific service charges) is determined based on billing determinants 9 

for specific service charges, historical averages or forecast volumes where applicable.  10 

The Depreciation budget was determined based on MIFRS depreciation rates and is 11 

consistent with the approach approved for setting rates in the previous Cost of Service 12 

application for establishing 2013 rates.   13 

14 



C-CCC-23 1 

REF: Ex. C/p. 1 2 

 3 

Please explain how the Budget Working Group balanced the objectives of rate 4 

mitigation with prudent spending to meet customer need in the context of this 5 

application.  How did PowerStream decide what would be acceptable rate increases?   6 

 7 

RESPONSE: 8 

 9 

To enhance the Business Plan and Budget review process, and to help make decisions 10 

regarding managing OM&A costs and performance, a Budget Working Group (BWG) 11 

was created in 2013.  Their mandate is to review OM&A rate drivers such as headcount, 12 

OM&A cost pressures and capital requirements in order to prioritize and manage 13 

increases based on the corporate strategy, objectives and business needs. This has 14 

raised the level of scrutiny regarding OM&A and capital costs and helps to ensure that 15 

there are appropriate reasons supporting cost increases.  Rate impacts and cost drivers 16 

in relation to the rate plan increases were discussed with the BWG in their assessment 17 

to move forward with the Custom IR application.  18 

  19 



C-CCC-24 1 

REF: Ex. C/p. 2 2 

 3 

Please explain how Corporate Finance developed capital expenditure targets for the 4 

years 2015-2020.  What were the targets developed for each of those years?   5 

 6 

RESPONSE: 7 

 8 

The capital expenditure targets were set as part of the asset management process, as 9 

outlined in the DS Plan, Section 5.3.3, page 18. The figures are arrived at as a balance 10 

between capital requests, affordability and rate impacts. 11 

 12 

Refer to G-AMPCO-7 for the targets developed for each of those years. 13 

  14 



C-CCC-25 1 

REF: Ex. C/p. 2 2 

 3 

The evidence states that the capital budgeting process includes setting value and 4 

priority to the individual projects in order to evaluate the best capital portfolio mix.  5 

Please explain, in detail, how this is done. 6 

 7 

RESPONSE: 8 

As noted in the Consolidated Distribution System Plan, Section 5.3.3, page 19 of 38, all 9 

projects are valued (and optimized) based upon a Value Function. The Value Function 10 

is a weighting of a number of Value Measures. Value Measures include risk mitigation, 11 

financial benefits, impacts on Key Performance Indicators (KPI), and cost. The Value 12 

Function was configured to reflect how projects contribute to PowerStreamôs strategic 13 

objectives as indicated on Section 5.3.3, page 20. Questions were designed to provide 14 

value and scoring for these strategic elements, as noted in Exhibit G, Tab 2, Section 15 

5.2.1, Figure 1. 16 

Specifically, each of the Value Measures is calibrated to the same scale (1 value point 17 

approximately equal to $1000). Consequently, within the Value Function, each of the 18 

Value Measures (except Project Cost) is weighed with the same value of +1. As Project 19 

Cost is a negative contributor to Project Value it is weighted with a cost of -1. 20 

All Value Measures are computed on a monthly or annual basis (e.g. the financial 21 

benefits for 2017 can be specified as being different than 2018). The stream of benefits 22 

(or costs) is converted to a single value for the Value Measure, by taking the Present 23 

Value of the stream, back to the beginning of the current fiscal year. The PV calculation 24 

uses the system defined discount rate (set on an annual basis). This value is then used 25 

in the optimization process. 26 

 27 

  28 



C-CCC-26 1 

REF: Ex. C/p. 2 2 

 3 

The evidence states that each year a 10-year capital plan is developed early in the year, 4 

based on high-level assumptions of potential project activity and program work.  Please 5 

provide all of the 10-year plans that have been developed since 2013.  6 

 7 

RESPONSE: 8 

Please refer to G-SEC-15, Appendix B. 9 

  10 



C-CCC-26 1 

 2 

Please provide PowerStreamôs policies and/or business strategies regarding future 3 

mergers and acquisitions.  Does PowerStream intend to pursue mergers or acquisitions 4 

during the rate plan period?  Have the costs associated with these activities been 5 

excluded from the regulated revenue requirement?  If not, why not?   6 

 7 

RESPONSE: 8 

PowerStream has a stated objective to pursue growth opportunities through mergers 9 

and acquisitions.   10 

 11 

12 



C-Energy Probe-4 1 

REF:  Ex. C 2 

 3 

a) How many months of actual data are included in the 2015 bridge year forecast 4 

included in the information provided? 5 

b) How does PowerStream adjust its forecasts based on unforeseen events that 6 

take place after the process is well underway? 7 

c) What is the timing of approval from the Board of Directors? 8 

d) When did PowerStream get approval from the Board of Directors for the current 9 

custom IR proposal? 10 

 11 

RESPONSE: 12 

 13 

a) The entire 2015 bridge year amount is based on forecast. No actual data was 14 

available at the time that the rate proposal was prepared. 15 

b) Unforeseen events would generally be managed by substituting projects in order to 16 

stay within the budget envelope.   17 

c) Budget approval is at the December Board of Directors Meeting. 18 

d) The Rate Proposal was not explicitly approved by the Board of Directors.  The Board 19 

approved the underlying operating and capital budgets and Financial Outlook on 20 

December 12, 2014.  This material was presented to intervenors on December 15, 21 

2014. 22 

 23 

 24 

 25 

  26 



EXHIBIT E: REVENUE REQUIREMENT  1 

 2 

E-Energy Probe-5 3 

REF: Ex. E, Tab 1 4 

 5 

Please provide a version of Table 1 that replaces revenue at current 2015 rates with 6 

revenue based on rates that would be determined based on the revenue 7 

requirement from the previous year, consistent with Question 3d above. 8 

 9 

RESPONSE: 10 

Table 1 summarizes the calculation of Base Revenue Requirement for the years 2015 11 

to 12 

2020, revenue at rates based on the previous yearôs Base Revenue Requirement 13 

applied to the current year forecasted customers and billing determinants and the 14 

resulting revenue deficiency consistent with interrogatory B-Energy Probe-3(d). 15 

 16 

Table 1: Revenue Requirement and Revenue Sufficiency / (Deficiency) 17 

 18 

 19 

 20 

EXHIBIT F: PRODUCTIVITY, BENCHMARKING AND CUSTOMER ENGAGEMENT 21 

 22 

F-AMPCO-3 23 

2015 2016 2017 2018 2019 2020

Rate Base $977,718,949 $1,073,615,242 $1,153,674,695 $1,238,500,808 $1,312,461,667 $1,384,079,504

Cost of Capital 5.85% 6.02% 6.08% 6.10% 6.10% 6.10%

Return on Rate Base 57,193,566 64,667,180 70,181,135 75,496,552 80,005,059 84,370,740

OM&A Expenses 92,557,500 96,216,191 98,112,314 99,919,944 102,194,621 104,193,445

Amortization Expense 41,677,590 46,903,102 50,840,767 53,526,966 56,385,592 59,523,663

PILs (4,652,035) (3,748,694) 3,587,891 4,560,308 5,600,264 5,849,838

Service Revenue Requirement $186,776,621 $204,037,779 $222,722,107 $233,503,769 $244,185,537 $253,937,686

LESS: Revenue Offsets 12,487,117 12,590,603 12,718,312 12,816,681 12,938,953 13,069,086

Base Revenue Requirement $174,289,504 $191,447,176 $210,003,795 $220,687,088 $231,246,583 $240,868,600

Revenue at Current Rates 161,153,031 162,444,354 192,544,180 211,010,249 221,832,259 232,548,019

Revenue  Deficiency ($13,136,473) ($29,002,822) ($17,459,615) ($9,676,840) ($9,414,324) ($8,320,581)



REF: Ex. F-Tab 2 1 

 2 

a) Benchmarking, Page 2, Table 1 Predicted vs. Actual and Forecasted Costs: For the 3 

years 2010 to 2014, please provide Predicted OM&A and Predicted Capital. 4 

 5 

b) Page 6: PowerStreamôs goal is to have rates that are in the lowest quartile.  By 6 

when? 7 

 8 

RESPONSE: 9 

a) In its calculations of predicted cost, PowerStream utilized PEGôs benchmarking 10 

work. The purpose of the benchmarking work is to evaluate the total cost 11 

incurred by each distributor. PEGôs benchmarking model calculates the Predicted 12 

Total Cost and does not provide Predicted OM&A and Predicted Capital costs.  13 

b) The charts in Exhibit F-Tab 2 based on 2014 Board-Approved rates for 14 

Residential, General Service under 50 kW and General Service greater than 50 15 

kW demand customers, shows PowerStreamôs rates are in the lowest quartile. 16 

This is also true after the inclusion of additional utilities as shown in the response 17 

to F-Energy Probe-10.  18 

  19 



F-CCC-27 1 

REF: Ex. F/T1/p. 4 2 

 3 

Please explain, in detail, how PowerStream derived, for each year, the ñEstimated 4 

Productivity Savingsò found in Table 2.  Please provide all assumptions.   5 

 6 

RESPONSE: 7 

Please see the responses to F-CCC.28, F-Energy Probe 6, F-Energy Probe-8, F-SEC-8 

6, and F-VECC-6. In the response to F-SEC-6, the productivity savings from capital in 9 

Table 2 have been restated. The following comments are based on Table F-SEC-6-1, 10 

the restated Table 2. 11 

The estimated productivity savings for OM&A are shown in Exhibit F, Tab 1, Table 4. 12 

The starting point is the 2013 Board Approved OM&A of $83.3 million. This amount is 13 

adjusted for inflation, customer growth, and net incremental new costs to arrive at the 14 

ñStatus Quoò OM&A for 2014 of $87.9 million.   15 

The Status Quo OM&A for each of the subsequent years is calculated by taking the 16 

previous yearôs Status Quo OM&A and adjusting it for inflation, customer growth, and 17 

net incremental new costs to get the Status Quo OM&A for the year. 18 

The net incremental new costs are derived from the OM&A cost drivers but do not 19 

include the compensation, growth or asset management cost drivers as these are 20 

captured in the inflation and customer growth adjustment factors above. The net 21 

incremental new costs need to be considered and accounted for in isolating the 22 

estimated productivity savings from the ongoing activities.  23 

For each year, the Status Quo OM&A is compared to the actual/forecasted OM&A as 24 

determined through the OM&A detailed budget process and the difference is the 25 

estimated productivity savings from OM&A. 26 

Estimated productivity savings from capital, as restated, have been calculated by taking 27 

the reduction in capital cost and determining the impact on revenue requirement. See F-28 

SEC-6 for further details. 29 

F-CCC-28 30 

REF: Ex. F/T1/p. 6 31 

The evidence sets out ñNet Incremental Costs for Changing Requirementsò in Table 6.    32 

Please provide the following: 33 



a) A detailed explanation as to how the New CIS Incremental Costs were derived; 1 

b) A detailed explanation as to how the Vegetation Management costs were 2 

derived; 3 

c) A detailed explanation as to how the Compliance costs were derived; 4 

d) A detailed explanation as to what constitutes ñRisk Managementò in this context 5 

and how the costs were derived; and 6 

e) A detailed explanation as to what constitutes ñCustomer Expectationò costs how 7 

those costs were derived. 8 

 9 

RESPONSE:  10 

a) The new CIS incremental costs are detailed below. 11 
 12 
Table 1: New CIS Incremental Costs ($) 13 

  
2014 

 
2015 

 
2016 

 
2017 

 
2018 

 
2019 

 
2020 

2016-
2020 
Total 

Net Incremental New Costs 1,349  1,310  (122) (158) (182) 1  1  (459) 

         

Information Services: Application 
Managed Services    2,017  (17)     

(16) 

Information Services: Training   11  3  (15)    (11) 

Information Services: Other 
Software Purchased   47  17  1  1  1  1  

22  

Information Services: Additional 
Consulting   30  10   (40)   

(30) 

Information Services: Website 
Hosting Services   35  12  (35) (12)   

(35) 

         

Customer Service: Training  1,349  (1,329) 10 (23) (6)   (19) 

Customer Service: Outsource 
Call Centre  375  (175) (75) (125)   

(375) 

Customer Service: 
Miscellaneous  124  16  (11)    

5 

 14 

A detailed explanation of how new CIS incremental costs were derived is as 15 

follows: 16 

¶ The 2015 cost increase of $2,000,667, relates to the application management of 17 

the new CC&B Customer Information System.  PowerStream partnered with CGI 18 

to provide a fully managed, end to end solution.  This is the main driver for the 19 

increase in 2015. 20 

¶ The other main increase in 2015 relates is $375,000 for outsourced customer 21 

service call centre costs which are to handle customer inquiries for overflow calls 22 

during peak times.  23 



¶ The last significant increase in 2015 is for $124,500 for miscellaneous customer 1 

service costs that include incremental paper, print, and postage due to the move 2 

to larger print stock, in addition to outsourced electronic archiving costs. 3 

 4 

The years subsequent to 2015 do not have significant increases and are in fact 5 

negative. 6 

 7 

b) A detailed explanation of how the vegetation management costs were derived for the 8 

period of 2015 to 2020 is as follows: 9 

¶ 2015 costs increased by $300,000 over 2014 as an outcome of the 2013 ice 10 

storm; there has been an increased focus on rear lot tree trimming and 11 

heavily forested areas during this year. 12 

¶ 2016 costs increased by $614,000 over 2015 for a several reasons. Firstly 13 

there was a new lines supervisor and design tech added during this period 14 

which increased OM&A by $94,000, hired to support the increase in the 15 

vegetation management program. Secondly additional tree trimming (such as 16 

increased clearance cutbacks around lines and complete removal of limbs 17 

overhanging lines, collectively referred to as hardening the system) will be 18 

performed which increases costs by $500,000 during the period. Lastly there 19 

were inflationary increases for contracted work. 20 

¶ 2017-2020 costs increased by approximately $500,000 each year as a result 21 

of the additional tree trimming mentioned above and contract inflation. 22 

 23 

c) Compliance costs are costs incurred by PowerStream to ensure compliance with 24 

regulations from third parties. The costs include smart grid related costs and 25 
regulatory costs associated with the Rate Proposal.  The costs for the period 2015 to 26 
2020 are derived as follows: 27 

¶ 2015 costs consist of consulting and intervenor costs of $171,000 for the 28 

settlement of the Custom IR Rate Proposal and associated Board process. 29 

 30 

¶ 2016 costs consist of a decrease in consulting and intervenor costs of $173,000 31 

on the assumption that there will be a settlement, and an increase of $305,000 32 

related to the Smart Grid program due to a change in regulatory accounting 33 

treatment. Specifically, in accordance with OEB Filing Requirements, Smart Grid 34 

OM&A costs for years prior to 2016 are recorded in deferral account 1534. From 35 

2016 and onwards Smart Grid OM&A costs are no longer being deferred in 36 

account 1534 as per the OEBôs guidance from the OEB Filing Requirements, and 37 

thus are increasing the OM&A costs in 2016. 38 

 39 

¶ 2017 to 2020 contain inflationary increases on the above discussed categories of 40 

costs. 41 

 42 

 43 



d) Risk Management activities include costs associated with pre-hiring for engineering 1 
and apprentice programs to ensure appropriate business continuity and succession 2 
planning. Costs include additional headcount for specialized positions to manage 3 

risks. Health and Safety accreditation costs are also included associated with BS 4 
OHSAS 18001 Occupational Health and Safety Management Systems, contractor 5 
support costs and HR Contract Management annual service fees. In addition, 6 
included are increased insurance costs for the protection of property, plant and 7 
equipment. 8 

 9 

¶ 2015 costs consist of costs associated with pre-hiring for engineering and 10 

operations of $170,000 and apprentice programs of $169,000 to ensure skills 11 

transfer and operational continuity in preparation of upcoming retirements. There 12 

were also head count cost increases of $202,000 for specialized skills such as 13 

the Emergency Preparedness Manager, Application Support Analyst and Senior 14 

Technical Specialist to support PowerStreamôs growing portfolio of computer 15 

applications and associated equipment.  16 

 17 

¶ As in 2015, 2016 costs also consist of costs associated with pre-hiring for 18 

engineering and operations, including apprentice programs of $180,000 to 19 

ensure skills transfer and operational continuity in preparation of upcoming 20 

retirements. There were also head count cost increases of $286,000 for 21 

specialized skills such as the Health and Safety Trainer, Legal Contracts 22 

Manager and Strategic Support Manager to further manage risks and seize 23 

opportunities related to corporate development.  24 

 25 

¶ 2017 costs consist of costs associated with pre-hiring for engineering and 26 

operations, including apprentice programs of $122,000 to ensure skills transfer 27 

and operational continuity in preparation of upcoming retirements. There were 28 

also head count increases of $359,000 for specialized skills such as the Health 29 

and Safety Trainer, Legal Contracts Manager and Strategic Support Manager, 30 

including pre-hire IS Security Analyst for preparation of an upcoming retirement. 31 

 32 

¶ 2018 to 2020 costs reflect inflationary increases on the above discussed 33 

categories.  34 

 35 

e) Customer Expectation activities include consulting costs used to undertake surveys 36 
that analyze the engagement of customers. There are also costs included in relation 37 

to enhancing the call centre used for major outages.  38 

¶ 2015 shows a decrease in costs. This from the fact that a customer engagement 39 

survey was conducted in 2014, there were no surveyôs conducted in 2015 and 40 

therefore consulting costs decreased.  41 

 42 

¶ 2016 to 2020 costs reflect inflationary increases. 43 



  1 



F-CCC-29 1 

REF: Ex. F/T1/p 6 2 

 3 

Please provide the full business case analysis for the underground cable program. 4 

 5 

RESPONSE: 6 

 7 

Refer to PowerStreamôs Cable Remediation Business Case attached as C-CCC-29 8 

Appendix A.    9 

  10 



F-CCC-30 1 

REF: Ex. F/T1/p. 7 2 

 3 

If the CIS system has been replaced prior to the plan period why is the replacement 4 

considered a òproductivity initiativeò for the period 2016-2020?  5 

 6 

RESPONSE:  7 

While the CIS system is being replaced and is due to go live in 2015, realization of the 8 

productivity savings will only occur after the system has been stabilized and users have 9 

adopted and become proficient in their use of the new tool.  10 

In PowerStreamôs case we will be transitioning from 30 year old legacy practices and 11 

procedures, as such, there will still be work required post go live in order to ensure the 12 

business processes mirror the available system functionality, otherwise the potential of 13 

the system will not be realized. 14 

  15 



F-CCC-31 1 

REF: Ex. F/T1/p. 8 2 

 3 

Please provide the business case analysis for the Work Force Management system.  4 

 5 

RESPONSE:  6 

 7 

Please refer to F-SEC-10 Appendix A. 8 

  9 



F-CCC-32 1 

REF: Ex. F/T1/p. 10 2 

 3 

The evidence states that PowerStream has a significant pole replacement program due 4 

to the quantity of wood poles in service.  Please provide the annual historical costs of 5 

this program (2012-2014 and 2015 budget).   With the introduction of pole 6 

reinforcements, how will the costs of this program change during the term of the plan?   7 

 8 

RESPONSE: 9 

As detailed in the consolidated DS Plan, Appendix A, Project Investment Summaries, 10 

Project Code 100867, the annual historical costs are shown below: 11 

 12 

 13 

 14 

It is estimated that PowerStream will use the pole reinforcement method at 30 pole 15 

locations per year. For each pole reinforcement location, it is estimated that the cost 16 

saving is $7,000-$9,500 for a typical pole (pole reinforcement cost vs. pole replacement 17 

cost). The potential cost savings for 30 poles is estimated to be $285,000 per year. This 18 

cost saving has been reflected in the pole remediation program from 2015 to 2020.  19 

 20 

 21 

 22 

  23 

Proposed

System Renewal 2012 2013 2014 2015

Overhead Lines - Planned Asset Replacement ($) ($) ($) ($)

Pole Replacement Program 4,111,507    5,045,992       4,872,277       4,645,383       

Historical



F-CCC-33 1 

REF: Ex. F/T1/p. 10 2 

 3 

Have the savings associated with the PI Enterprise software been built into the budgets 4 

(OM&A and Capital) for the term plan?  If so, please identify those savings.  If not, why 5 

not?   6 

 7 

RESPONSE: 8 

The PI System has saved PowerStream in equipment failure and costs on a number of 9 

occasions, with the largest avoided failure being a TS transformer and the other a 10 10 

MVA MS transformer.  11 

No capital budget reductions have been included because there are no planned power 12 

transformer replacements in the capital budget. 13 

The PI System has generally contributed to the flattening of the annual Stations OM&A 14 

budget because Station staff are more informed of system abnormalities by PI System 15 

automatic alerts (emails), as well as the business unit is more able to plan equipment 16 

replacements prior to failure, thus reducing costs. As well, the PI System allows 17 

maintenance scheduling to shift from time based to condition based triggering. The 18 

migration to purely condition-based methodology is not yet complete and ultimately may 19 

not reduce the budget, but allocate funds more appropriately within the budget envelope 20 

to those assets requiring more regular maintenance as a result of age, operating 21 

conditions, and duty cycle. 22 

  23 



F-CCC-34 1 

REF: Ex. F/T2 2 

 3 

Does PowerStream employ internal benchmarking measures beyond those identified in 4 

the DSP regarding distribution system planning and implementation work?  If so, please 5 

provide a list of those measures.    6 

 7 

RESPONSE: 8 

PowerStream employs benchmarking measures as identified in the DSP and those 9 

identified in F-SEC-11. 10 

  11 



F-CCC-35 1 

REF: Ex. G/T2/S1 section 5.2.3 Page 4 of 19 Performance Measurement for 2 

Continuous Improvement  3 

 4 

Re: DS Plan Spending Progress Report  5 

The evidence states that PowerStream will be monitoring its execution of the projects 6 

and programs included in the DS Plan. On an annual basis, PowerStreamôs will 7 

calculate for that year, and on a cumulative basis for the five years of the DS Plan, its 8 

actual capital spending compared to the approved capital budget.  As this is the first DS 9 

Plan filing, there are no historical statistics. 10 

 11 

How will PowerStream be held accountable if the actual capital spending in any year is 12 

above the approved capital budget? 13 

 14 

RESPONSE:  15 

 16 

Please see the response to A-CCC-4. 17 

  18 



F-CCC-36 1 

REF: Ex. G/T 2/S1/section 5.2.3 Page 4 of 19 Performance Measurement for 2 

Continuous Improvement  3 

 4 

Re: Work Order Closing Variances 5 

On an annual basis, PowerStreamôs will calculate for that year, how successful the 6 

variances on individual work orders were. PowerStream will review the variance reports 7 

and determine if incremental improvements have transpired, and based on the results, 8 

take corrective actions as are deemed necessary. 9 

Is this the method PowerStream is using to determine if it has met its Productivity 10 

goals? If not, how will the utility measure whether it has met its goals? 11 

 12 

RESPONSE:  13 

 14 

Please see the response to A-CCC-8. 15 

  16 



F-CCC-37 1 

REF: Ex. G/T2/S1 section 5.2.3 Page 9 of 19 Performance Measurement for 2 

Continuous Improvement  3 

 4 

Re:  Reliability Performance  5 

On an annual basis, PowerStream reviews its reliability indices and looks at programs 6 

or projects that could be implemented to improve these metrics. An annual report is 7 

prepared, projects/programs presented and selected, and monitoring of progress is 8 

performed monthly. 9 

This application is based on forecasted OM&A and Capital expenditures for 2016 -2020. 10 

How will PowerStream accommodate new projects/programs as described above? 11 

 12 

RESPONSE:  13 

 14 

PowerStreamôs business and budgeting processes involve longer term planning and 15 

forecasting with an annual update process. Each year PowerStream updates the capital 16 

and operating budgets based on current information and conditions including updating 17 

and running the capital optimization tool to make the best use of limited resources. 18 

  19 



F-CCC-38 1 

REF: Ex. G/T2/S1 section 5.3.3 Page 28 of 38 Asset Lifecycle Optimization 2 

Policies and Procedures  3 

 4 

Re:  Vegetation Management 5 

Further vegetation management strategies were recommended by the System 6 

Hardening review as a result of the ice storm. PowerStream has changed its policy for 7 

rear yards and heavily treed front yards from a five year cycle to a 2 year cycle. Rural 8 

areas now have a 4 year tree trimming cycle where previously they were not part of the 9 

tree trimming cycle. 10 

 11 

Please provide the OM&A and Capital costs for each year of the plan if the policy for 12 

rear yards and heavily treed front yards was moved from a five year cycle to a 4 year 13 

cycle as well as a five year cycle to a 3 year cycle.  14 

Did PowerStream consider any other vegetation management scenarios?  15 

 16 

RESPONSE: 17 

 18 

Late in 2012, after the filing of PowerStreamôs 2013 Cost of Service Application, the 19 

policy for vegetation management for all areas was adjusted from a 5-year cycle to a 3-20 

year cycle in order to focus on a more proactive program, harmonise practices across 21 

all service territories, and better align with best utility practices.   22 

In 2015, PowerStream further enhanced its vegetation management program as a result 23 

of the ice storm review by modifying the trimming cycles as follows: 24 

- Extend rural territory from a 3 year to a 4-year cycle 25 

- Reduce rear lot services from a 3 year to a 2-year cycle 26 

- Maintain urban areas at the 3-year cycle 27 

As requested, the estimated comparative OM&A costs for theoretically moving the rear 28 

yards and heavily treed front yards from a 5-year to a 4-year cycle and from a 5-year 29 

cycle to a 3-year cycle are shown in the table below. There are no capital costs in 30 

relation to this program therefore only OM&A costs are included. There were 31 

assumptions made in calculating this data, as explained in the text following the table.  32 

Table F-CCC-38: Cost of New Tree Trimming Cycles 33 



Year 

Increased 
Expenses 5-

year to 4-year 
cycle 

Increased 
Expenses 5-year 
to 3-year cycle 

2015 
 $                

92,766  
 $                

247,376  

2016 
 $                

93,693  
 $                

249,849  

2017 
 $                

94,630  
 $                

252,348  

2018 
 $                

95,577  
 $                

254,871  

2019 
 $                

96,532  
 $                

257,420  

2020 
 $                

97,498  
 $                

259,994  

 1 

The data presented above was derived by simply taking the costs currently incurred in 2 

the 3 year cycle for rear yards and heavily treed front yards and prorating it over a 4-3 

year and 5-year cycle. This estimate assumes that forestry crews would work in exactly 4 

the same way, utilize the same equipment, and that the same cutbacks would be 5 

achieved regardless of the cycle involved.  However, the risk of extending this cycle is 6 

that larger cutbacks would be required, which would increase costs as well as being 7 

impractical in many situations. 8 

The experience of the 2013 Ice Storm demonstrated that more focus was required in 9 

these areas, which led to the decision to implement a 2-year cycle. A longer cycle, such 10 

as a 4- or 5-year cycle, would not be effective in allowing PowerStream to meet its 11 

objectives of employees and public safety, reliability, and customer service.   12 

13 



F-CCC-39 1 

REF: Ex. G/T2/S1/section 5.4.2 2 

 3 

Please provide the customer satisfaction surveys and results for the period 2011-2014.  4 

Please provide the Customer Experience Plan undertaken in 2012.   5 

 6 

RESPONSE:  7 

 8 

Please see F-CCC-39 Appendix A 1-6 for customer satisfaction surveys and results for 9 

2011-2014 10 

Please see F-CCC-39 Appendix B for the Customer Experience Plan for 2012 11 

  12 



F-CCC-40 1 

REF: Ex. G/T2/S1/section 5.4.2, p. 5 2 

 3 

Please provide the third-party report that was undertaken following the 2013 ice storm.   4 

 5 

RESPONSE: 6 

 7 

This report is attached as G-SEC-19 Appendix B.  8 



F-CCC-41 1 

REF: Ex. G/T2/S1/section 5.4.2, p. 7 2 

 3 

Please set out historical amounts and budget amounts for PowerStreamôs CDM 4 

activities for the years 2011-2020.  Are these costs in the forecasts for the plan term or 5 

are these activities funded through the IESO and removed from the revenue 6 

requirement?  Please explain, in detail, the full scope of activities PowerStream 7 

undertakes with respect to CDM.    8 

 9 

RESPONSE:  10 

The table below sets out the actual historical amounts and IESO program cost budget 11 

amounts for PowerStreamôs CDM programs (including Collus PowerStream) for the 12 

years 2011-2020.  In 2013, PowerStream offered delivery and strategic development 13 

services to Collus PowerStream.  PowerStream entered into a delivery arrangement 14 

with Collus to assist in the delivery of their 2011-2014 OPA-Contracted Province Wide 15 

Programs.  Costs to assist with the delivery of Collusô programs were recovered through 16 

the OPA via Collusô Program Administrative Funding.  Actual costs reflect costs incurred 17 

from 2011-2014 for the OPA Province-Wide Contracted Programs.  Costs for 2015-18 

2020 include the OPA Province-Wide Contracted Program Extension budget of $17.2M, 19 

the PowerStream óConservation firstô Framework six year budget of $140.7M and the 20 

delivery of Collus PowerStream óConservation Firstô Framework six year budget of 21 

$4.4M. 22 



 1 

 2 

The budget costs for 2015-2020 are all funded by the IESO and are not included in the 3 

calculation for revenue requirement for the rate plan. 4 

PowerStream continues to deliver conservation initiatives to its customers based on the 5 

2015-2020 óConservation Firstô framework (announced by Minister of Energy on March 6 

31, 2014). PowerStream delivers CDM initiatives funded through the IESO.  7 

PowerStream has been allocated a 6-year CDM target of 535.44 GWh of energy 8 

savings persisting at the end of 2020 and a budget of $140.7M. 9 

PowerStream is also entering into an agreement with Collus PowerStream to provide 10 

fully integrated turn-key CDM delivery services in Collus PowerStreamôs territory. 11 

PowerStream will manage 95% of Collus PowerStreamôs 6-year CDM Budget of $4.4M, 12 

in order to achieve their target of 16.86 GWh of energy savings.  13 

As 2015 will be a transition year between the current and future CDM funding 14 

frameworks in Ontario, the OPA has extended the 2011-2014 CDM Master Agreement 15 

through to the end of 2015.   This budget is $17.2M including Collus.  16 

 17 

  18 

($ million)

2011 

Actual

2012 

Actual

2013 

Actual

2014 

Actual

2015 

Budget

2016 

Budget

2017 

Budget

2018 

Budget

2019 

Budget

2020 

Budget Total

PowerStream 2015-2020 Conservation First Framework  $     8.3  $   16.8  $   19.1  $   32.2  $   32.0  $   32.3  $ 140.7 

Collus 2015-2020 Conservation First Framework  $     0.3  $     0.5  $     0.6  $     1.0  $     1.0  $     1.0  $     4.4 

2011-2014 OPA Province wide contracted program extension  $   13.4  $     3.9  $   17.3 

2011-2014 OPA Province wide contracted program  $     9.9  $   10.4  $   20.0  $   24.2  $   64.5 

Total CDM 9.9$     10.4$   20.0$   24.2$   22.0$   21.2$   19.7$   33.2$   33.0$   33.3$    $ 226.9 



F-CCC-42 1 

REF: Ex. G/T2/S1/ section 5.4.2, p. 7 2 

 3 

Please identify the full costs of the work undertaken by Innovative Research Inc.  How 4 

were those costs recovered?  Are any of those costs embedded in the 2016-2020 5 

forecasts?  If so, please identify where those costs are in the OM&A budgets.    6 

 7 

RESPONSE: 8 

 9 

The full cost of the work undertaken by Innovative Research Inc. was $266,764.21 10 

Costs were largely recovered in 2014 and 2015 out of current rates.  These costs do not 11 

factor into the 2016-2020 application. 12 

  13 



F-CCC-43 1 

REF: Ex. G/T2/S1/ section 5.4.2, p. 9 2 

 3 

There is a statement in the evidence which concludes that in terms of the customer 4 

engagement ñcustomers generally accepted the proposed rate increases, but there was 5 

a concern from some business customers that PowerStream had not demonstrated that 6 

they looked for internal efficiencies prior to going to customers for the increase.ò  In the 7 

context of these engagement activities did PowerStream or Innovative discuss 8 

distribution rate increases rather than bill increases with the customers?  If not, why 9 

not?   Were customers made aware of the fact that other components of the bill would 10 

be rising as well over the plan term?   11 

 12 

RESPONSE: 13 

 14 

PowerStreamôs engagement activities described rate increases in the context of 15 

distribution rates only.  Bills were broken up into their individual components, and it was 16 

explained that PowerStream retains only distribution charges which are collected with 17 

transmission charges in the delivery portion of the bill.  In the context on the entire bill, it 18 

was stated that other items on customersô bills may increase. 19 

  20 



F-Energy Probe-6 1 

REF: Ex. F, Tab 1, Table 5 2 

 3 

a) Please provide the source of the inflation factors shown in Table 5. 4 

b) Please provide the source of the customer growth factors shown in Table 5 and 5 

show how they relate the customer numbers used in Exhibit H. 6 

c) What does PowerStream mean by the line in Table 5 called Customer Growth 7 

effect on OM&A and please explain fully how the 11.45% figure is derived, including 8 

any calculations used. 9 

 10 

RESPONSE: 11 

a) The inflation factors shown for 2014 and 2015 are the inflation factors (IPI) 12 

issued by the Board to be used in the price cap formula in IRM rate applications 13 

for each of those years. 14 

The inflation factors shown for 2016 to 2020 are estimated based on a simple 15 

average of the annual wage increase in PowerStreamôs current union labour 16 

contract of 2.75%, which is in effect until March 31, 2016, and the average OEB 17 

inflation factor of 1.65%. The 1.65% was derived by averaging the 2014 and 18 

2015 OEB IPI rates of 1.7% and 1.6% respectively. 19 

b) The customer growth percentages from 2016 to 2020 (i.e. 1.69% in 2016, 1.72% 20 

in 2017 1.70% in 2018, 1.70% in 2019 and 1.72% in 2020) are taken from Exhibit 21 

H, Tab 4, ñTable 7: Billing Determinants ï Customers and Connectionsò. The 22 

percentages represent the change in customer count for each year compared to 23 

the prior year. 24 

c) The 11.45% figure is based on a methodology developed to determine the 25 

impact on OM&A as a result of customer growth.  The methodology incorporates 26 

2013 actual OM&A costs as a base. The OM&A costs were then separated out 27 

by business units and a correlation was made whether an increase in customers 28 

would increase that business unitôs OM&A. Each business unit was then given a 29 

percentage rating of high (40%), medium (20%) and low (5%) based on the 30 

likelihood that the OM&A costs would increase if customers increased. A high 31 

correlation was determined for work programs such as Customer Billing and 32 

Customer Relations and Credit based on activities, supplies and materials 33 

directly needed to address an increase in customers. A medium correlation was 34 

determined for Lines and Engineering Management through the assessment of 35 



work programs that will be impacted by the growth in plant needed to service an 1 

increase in customers. A low correlation included back office work activities that 2 

are not externally customer orientated, (e.g. Finance and Corporate Services).  3 

The high, medium and low percentages were applied to the 2013 OM&A costs 4 

and 11.45% was determined to be the growth effect on OM&A. 11.45% was then 5 

multiplied by the average customer growth of 1.71% (simple average of the 6 

percentages from 2016 ï 2020 discussed in b) above), which resulted in a 0.20% 7 

customer growth effect on OM&A. Therefore, OM&A costs will increase by 0.2% 8 

when the average customer growth of 1.71% is experienced. F-Energy Probe-6 9 

Appendix A provides the details for the calculation of the 11.45% and 0.20% 10 

factors respectively. 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

F-Energy Probe-7 25 

REF: Ex. F, Tab 1, Table 6 26 

 27 

a) Please confirm that the figures shown in Table 6 are all incremental on a year to 28 

year basis.  For example, the $614 shown in 2016 for vegetation management is 29 

incremental to the amount spent in 2015, which in turn was $300 above the level of 30 

expenditures in 2014. 31 



b) Please provide a table similar to Table 6 that shows the total costs, rather than 1 

the incremental costs, for the lines noted.  In providing this table, please start with 2 

2013 actual figures. 3 

 4 

RESPONSE: 5 

 6 

a) Yes. The figures in Exhibit F, Tab 1, Table 6 are all incremental on a year to year 7 

basis. 8 

 9 

b) Refer to the below table, showing cumulative total costs  starting from 2013 10 

Actual Figures in (000ôs): 11 

 12 

F-Energy Probe-8 13 

REF: Ex. F, Tab 1, page 6 14 

 15 

The evidence states that injection costs less than 10% of the cost of replacement 16 

and injected cable lasts 40% of the estimated life of 50 years for replacement cable.  17 

Based on these figures, please show how the cost of 40% for injected cable versus 18 

replacement cable has been estimated. 19 

 20 

RESPONSE: 21 

 22 

Actual 

2013 

(Total)

Actual 

2014 

(Total)

2015 

Bridge 

Year 

(Total)

2016 

(Total)

2017 

(Total)

2018 

(Total)

2019 

(Total)

2020 

(Total)

New CIS incremental costs * $0 $1,349 $2,659 $2,537 $2,379 $2,197 $2,198 $2,200

Vegetation management $1,461 $1,760 $2,060 $2,674 $3,200 $3,731 $4,267 $4,809

Compliance $1,057 $1,319 $1,504 $1,636 $1,654 $1,672 $1,690 $1,710

Risk Management $2,677 $3,007 $3,764 $4,282 $4,767 $4,731 $4,869 $4,766

Customer expectation $2,341 $3,095 $2,848 $2,905 $2,930 $2,955 $2,980 $3,005

Total $7,536 $10,530 $12,835 $14,035 $14,930 $15,286$16,005$16,490

* - New post 2013, hence no budget

Custom IR Term



Both cable replacement and cable injection are performed by contractors, and include 1 

labour, equipment and materials. The injection cost of 10% of the replacement cost is 2 

the actual cost to complete the work. 3 

The 40% represents estimated life, as compared to new cable, and is not used in the 4 

calculation of the cost above. The 40% of the estimated life of 50 years represents the 5 

20 year life extension that the vendor warranties. 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

F-Energy Probe-9 17 

REF: Ex. F, Tab 2, Table 1 18 

 19 

a) Please provide a live Excel spreadsheet that includes all of the data used to 20 

generate the predicted total costs in Table 1. 21 

b) If available, please update Table 1 to include actual costs for 2014. 22 

c) Please explain why PowerStream is forecasting to be above the predicted total 23 

costs in 2014 through 2020 when it has historically always been under the predicted 24 

total. 25 

d) Please explain how the forecast total, OM&A and actual capital costs have been 26 

calculated both historically and over the forecast period. 27 

 28 

RESPONSE: 29 



a) The live Excel spreadsheet that includes all of the data used to generate the 1 

predicted total costs in Exhibit F, Tab 2, Table 1 is attached as F-Energy Probe-9 2 

Appendix A.  3 

b) PowerStream has used the PEG model to derive future values of predicted costs 4 

and compare them to actual and forecasted costs using the PEGôs definitions of 5 

Capital and OM&A costs, updating it with the 2014 actuals for OM&A and Capital 6 

Additions. The results are shown in Table 1 below. 7 

 8 

 9 

 10 

 11 

 12 

 13 

Table 1: Predicted vs. Actual (and Forecasted) Costs ($000) 14 

 15 

 16 

c) PowerStream is experiencing substantial changes in operating conditions as 17 

compared to the previous year. For example, there are substantial increases in 18 

the capital costs related to sustainment of assets; replacement of capital stock 19 

and distribution infrastructure, some of which was financed by contributed capital 20 

and therefore never attracted a depreciation charge; extraordinary expenditures 21 

like a new transformer station; and a new Customer Information System, which 22 

requires substantial initial investments.  23 

Year

Predicted

Total Costs

Actual

Total Costs Actual OM&A Actual Capital

2010 212,561 196,831 51,332 145,499

2011 218,280 204,310 54,882 149,428

2012 216,915 207,288 58,480 148,808

2013 219,646 212,560 60,250 152,309

2014 234,087 233,194 62,119 171,075

2015 241,962 252,487 69,674 182,814

2016 250,890 267,801 70,309 197,492

2017 260,721 281,862 72,465 209,398

2018 274,073 297,945 75,437 222,507

2019 288,617 313,082 77,734 235,348

2020 303,449 327,765 79,734 248,030



There are significant net incremental new costs in 2014 and 2015 related 1 

primarily to the new customer billing and information system (ñCISò), system 2 

hardening to better withstand storms and increased costs to meet customer 3 

expectations and compliance requirements. The need for increased capital 4 

spending on sustainment causes the capital portion of Actual (and forecasted) 5 

cost to continue to rise faster than predicted costs until 2018-2019. At this point 6 

the Actual costs and predicted costs are increasing at the same rate. 7 

 8 

d) The Board has determined that the Pacific Economic Group (PEG) econometric 9 

model will be used for benchmarking distributor cost performance and for 10 

informing the Boardôs annual assignment of stretch factors to distributors. Given 11 

reasonable expectations about future values of output, input prices, and business 12 

conditions, the econometric cost model above can be used to forecast future 13 

values of predicted costs. PowerStream performed the following steps to derive 14 

the predicted cost: 15 

Step 1: Compute Projections of Relevant Variables 16 

 17 

OM&A Price Index 18 

The OM&A Price index constructed as a weighted average of a labor and non-labor 19 

component, with the weights determined by the Board to reflect the historical share of 20 

labor and non-labor OM&A expenses in the Ontario electricity distribution industry. 21 

Specifically, 70/30 AWE/GDPIPI split, where AWE is Statistics Canada's Average 22 

Weekly Earnings for all workers in Ontario, used for the labor price component, and 23 

GDPIPI is Statistics Canada's Ontario Gross Domestic Product Implicit Price Index for 24 

Final Domestic Demand, used for the non-labor component. Future values of AWE were 25 

forecasted out from a reference year of 2013 based on the 5-year historic average 26 

growth rate (1.872%) of AWE. Future values of each GDPIPI were forecasted out from 27 

a reference year of 2014 based on the 5-year historic average growth rate (1.580%) of 28 

GDPIPI. 29 

 30 

Capital Price Index 31 

The Capital Price index is a constructed variable based on Depreciation, EUCPI, and 32 

WACC. Rate of depreciation is set at 4.59%. Future values of EUCPI (Statistics 33 

Canada's Electric Utility Construction Price Index) were forecasted out from a reference 34 

year of 2014 using the 10-year historic average growth rate (2.04%) of EUCPI. WACC 35 

is the Weighted Average Cost of Capital for Ontario distributors, as computed by the 36 

Board. WACC was assumed to be fixed at its 2015 value (6.48%). 37 

 38 



Outputs 1 

Output is measured in terms of number of customers; system capacity, as proxied by 2 

peak demand; and deliveries. PowerStream forecasted each of these variables based 3 

on its internal knowledge of its customer base and service territory. 4 

 5 

 6 

 7 

Business Conditions 8 

 9 

The relevant business condition variables are average distribution line length, percent of 10 

customers added in last 10 years, and a time trend. Given the forecast of the number of 11 

customers, it is straightforward exercise to forecast the first two of these business 12 

conditions. The time trend is simply a time index which begins in 2007. 13 

 14 

 15 

Step 2: Acquire the Sample Means of each variable 16 

Step 3: Acquire parameters from the model specific to the LDC 17 

¶ Table 16 of PEG's Final Report lists the estimated parameters from the 18 

industry model (i.e. including all distributors).  19 

 20 

Step 4: Construct Predicted Costs 21 

¶ Construct Econometric Variables 22 

¶ Construct relative capital price; 23 

¶ Mean normalize each variable using its 2002-2013 samples mean; 24 

¶ Construct logs; 25 

¶ Construct higher order and interaction terms. 26 

¶ Construct Linear Prediction 27 

¶ Multiply each econometric variable by its corresponding LDC specific 28 

parameter (Step 3) and then sum over all the products. 29 

¶ Construct Predicted Costs 30 

¶ Predicted Total Cost is equal to the exponential of the linear prediction, and 31 

then scaled up by OM&A Price Index (Step 1). 32 

 33 

PowerStream performed the following steps to derive the actual cost: 34 



 1 

 2 

 3 

 4 

Step 1: Derive OM&A Costs 5 

OM&A costs consist of operation, maintenance, billing and collection, community 6 

relations, administrative and general expenses, insurance expenses, and advertising 7 

expenses. These costs are adjusted by subtracting any HV expenses, and adding back 8 

any LV costs. For the years 2014 to 2020, forecasts of operations costs equals 9 

budgeted costs. HV adjustments for the years 2014-2020 were assumed to be constant 10 

at 600,000. Estimation of 2014-2020 LV costs was based on the cost of power forecast, 11 

Account 4750. 12 

 13 

Step 2: Derive Capital Costs 14 

Capital costs are defined as the product of the quantity of capital and the capital price. 15 

Capital prices - forecasted values of capital prices for the years 2014-2020, are the 16 

same values that were used to construct the Predicted costs. Projections of capital 17 

additions were obtained from the capital budget and match capital additions used for 18 

rate base calculations.  19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 



F-Energy Probe-10 1 

REF: Ex. F, Tab 2 2 

 3 

a) How did PowerStream determine which distributors to include in the comparisons 4 

shown in Figures 2 through 4?   5 

b) Please explain why the following distributors were not included in the comparison:  6 

Entegrus, Bluewater, St. Thomas, Brantford Power, Waterloo North, Kitchener-7 

Wilmot and Cambridge North Dumfries. 8 

c) Please provide a table and a figure that shows the total cost per customer for the 9 

distributors used by PowerStream, along with those listed in part (b) above. 10 

 11 

RESPONSE: 12 

a) PowerStream prepares this rate comparison annually as part of its own internal 13 

processes to monitor its rates compared to other distributors. PowerStream 14 

selected what it believes to be a representative sample of distributors. 15 

 16 

b) A number of different criteria were used in making this selection: proximity to 17 

PowerStreamôs service areas, inclusion of other members of the Coalition of 18 

Large Distributors and inclusion of other utilities that are thought to have some 19 

similarities, i.e. mainly urban, medium sized utilities such as London and Guelph. 20 

 21 

c) The listed distributors were not included as they did not meet the criteria used as 22 

described in part (a) above. 23 

 24 

d) The updated total cost (total bill) per customer charts, as well as the requested 25 

data tables are presented below. 26 



Figure F-EP-10-1:  2014 Typical Residential Customer Bill Comparison 1 

 2 

Table F-EP-10-1: 2014 Typical Residential Customer Bill Comparison 3 

 4 

Figure F-EP-10-2:  2014 Typical GS<50 Customer Bill Comparison 5 

 6 
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2014 Total Bill
Typical Residential Customer 

Hydro One 141.56Orillia 127.03

Innisfil 140.76Hydro Ottawa 126.85

Toronto 134.86London 126.79

Bluewater Power 134.20Orangeville 126.30

Midland 133.00Burlington 125.43

Whitby 131.87Newmarket 125.31

Guelph 129.86Newmarket (Tay) 124.74

Waterloo North 129.16Enersource 124.37

Collus 129.09Cambridge 123.73

Oakville 128.82PowerStream 122.52

Veridian 128.46Brampton 122.26

Guelph 128.40St. Tomas 121.87

Milton 128.36Brantford 120.95

Halton Hills 127.92Oshawa 120.55

Horizon 127.70Kitchener-Wilmot 118.78

Entegrus 127.11Wasaga 112.10

1st Quartile 3rd Quartile

2nd Quartile 4th Quartile
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 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

Table F-EP-10-2: 2014 Typical GS<50 Customer Bill Comparison 13 
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 1 

Figure F-EP-10-3: 2014 Typical GS>50 Customer Bill Comparison 2 

 3 

 4 

 5 

 6 

Table F-EP-10-3: 2014 Typical GS>50 Customer Bill Comparison 7 

Toronto 334.13Halton Hills 301.10

Bluewater Power 318.88Hydro Ottawa 301.05

Orillia 318.76Milton 300.49

Oakville 315.71Collus 300.26

Entegrus 315.32Orangeville 299.78

Whitby 313.78London 299.31

Enwin 313.13Hydro One 298.39

Newmarket 311.53Horizon 298.02

Innisfil 311.37PowerStream 297.23

Enersource 311.22Oshawa 295.68

Newmarket (Tay) 309.70Kitchener-Wilmot 294.69

Brampton 307.93St. Tomas 288.45

Veridian 307.68Cambridge 285.32

Waterloo North 305.38Guelph 284.64

Midland 305.23Brantford 283.31

Burlington 304.24Wasaga 258.73

1st Quartile 3rd Quartile

2nd Quartile 4th Quartile
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 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

F-SEC-6 13 

REF: EX. F-1, p.4 14 

With respect to the excepted vs estimated product savings: 15 

a. Please confirm that the estimated productivity savings set out in Table 2 are 16 

incremental savings per year, not cumulative savings. 17 

b. Please revise Table 3 to only include savings for 2017-2020. 18 

Wasaga 15,672.66Entegrus 12,318.73

Toronto 13,343.97Orillia 12,302.60

Halton Hills 13,036.58Oshawa 12,209.79

Hydro One 13,017.54Bluewater
Power 12,193.17

Newmarket 12,789.03Enersource 12,179.62

Waterloo North 12,737.53Hydro Ottawa 12,079.20

Innisfil 12,631.36Burlington 12,007.01

Kitchener-Wilmot 12,609.37Guelph 11,941.88

Veridian 12,582.43Orangeville 11,935.42

Oakville 12,574.86London 11,921.00

St. Tomas 12,569.61Cambridge 11,903.13

Enwin 12,475.94Brampton 11,833.58

Collus 12,467.05PowerStream 11,822.59

Milton 12,436.71Horizon 11,748.74

Whitby 12,393.38Brantford 11,691.64

Midland 12,364.90Newmarket (Tay) 9,385.58

1st Quartile 3rd Quartile

2nd Quartile 4th Quartile



 1 

RESPONSE: 2 

a) PowerStream cannot confirm this. 3 

Exhibit F, Tab 1, Table 2 is a summary of the annual capital and OM&A 4 

estimated productivity savings. These totals are compared in Table 3 to the ñOEB 5 

Expected Productivity Savingsò which come from Table 1. 6 

The ñOEB Expected Productivity Savingsò from Table 1 are annual targets, e.g. 7 

year two expected productivity savings are equal to the productivity savings, 8 

based on the X in the IRM IPI-X price cap formula for both years 1 and 2. The 9 

productivity factor under IRM reduces the revenue requirement collected in rates 10 

in year two by both the year 1 and the year 2 productivity reductions. The Table 1 11 

annual amounts are cumulative. 12 

The estimated productivity savings from OM&A in Table 4 and summarized in 13 

Table 2 have been calculated on the same basis. For example the OM&A 14 

productivity savings for 2020 of $3.0 million are comparable to the OEB Expected 15 

Productivity Savings from Table 1 and Table 3 for 2020 of $3.2 million, i.e. 16 

measured in terms of the impact on revenue requirement in the year. 17 

In responding to this question PowerStream realized that the ñAdditional 18 

Productivity Savings from Capitalò presented in Table 2 were not calculated on a 19 

revenue requirement basis and these amounts are incremental not cumulative.  20 

This must be restated for the capital productivity savings to be properly compared 21 

with the OEB Expected Productivity Savings based on the IRM X factor. 22 

In the tables below, PowerStream has restated the capital savings to reflect the 23 

revenue requirement reduction rather than the capital savings. The amounts also 24 

reflect the pattern that the capital savings in 2016 reduce revenue requirement in 25 

years 2016 to 2020, capital savings in 2017 reduce revenue requirement in years 26 

2017 to 2020 and so on. 27 

Table F-SEC-6-1 is a restated version of Table 2 with the savings from capital 28 

calculated on a comparable basis to OEB Expected Productivity Savings. 29 



Table F-SEC-6-1: Estimated Productivity Savings ($ Millions) 1 

 
2014 2015 2016 2017 2018 2019 2020 Total 

Capital    $0.4 $0.8 $1.2 $1.6 $2.1 $2.6 $8.6 

OM&A  $2.5 ($0.8) ($1.0) $0.3 $1.2 $2.0 $3.0 $7.2 

Total $2.5 ($0.4) ($0.2) $1.5 $2.8 $4.1 $5.6 $15.8 

 2 

Table F-SEC-6-2 is a restated version of Table 3 incorporating the revised 3 

estimated productivity savings from Table F-SEC-6-1. 4 

Table F-SEC-6-2: Expected vs. Estimated Productivity Savings ($ Millions) 5 

 
2014 2015 2016 2017 2018 2019 2020 Total 

OEB Expected Productivity 
Savings  $0.5 $0.9 $1.4 $1.9 $2.3 $2.8 $3.2 $13.0 

Estimated Productivity Savings  $2.5 ($0.4) ($0.2) $1.5 $2.8 $4.1 $5.6 $15.8 

 Over (under) achieved  $2.0 ($1.4) ($1.6) ($0.4) $0.5 $1.3 $2.4 $2.9 

Tables F-SEC-6-3 and F-SEC-4 show the calculation of the productivity savings 6 

from capital measured in terms of reduced revenue requirement.   7 

Table F-SEC-6-3: Capital Savings Impact on Revenue Requirement           8 

 ($ Millions) 9 

 
2015 2016 2017 2018 2019 2020 

Capital Savings  $       3.80   $       4.10   $       4.50   $       4.70   $       5.00   $       5.00  

Cumulative savings  $       3.80   $       7.90   $    12.40   $    17.10   $    22.10   $    27.10  

Reduced revenue requirement:             

Return on Rate base (WACC 6.0%)  $       0.23   $       0.47   $       0.74   $       1.03   $       1.33   $       1.63  

Depreciation   $       0.08   $       0.18   $       0.28   $       0.38   $       0.49   $       0.60  

Taxes  $       0.05   $       0.11   $       0.17   $       0.23   $       0.30   $       0.36  

Decreased Revenue Requirement  $       0.36   $       0.76   $       1.19   $       1.64   $       2.11   $       2.59  

Note: Results from this table rounded to one decimal place in Table F-SEC-6-1 above. 10 

 11 

Table F-SEC-6-4: Capital Savings Impact on Revenue Requirement   12 

 ï Tax Calculation ($ Millions) 13 

 
2015 2016 2017 2018 2019 2020 

Equity (@40% of rate base)  $       1.52   $       3.16   $       4.96   $       6.84   $       8.84   $    10.84  

Return on equity 8.93% 9.30% 9.30% 9.30% 9.30% 9.30% 

Reduction to target net income  $       0.14   $       0.29   $       0.46   $       0.64   $       0.82   $       1.01  



Taxes at 26.5%  $       0.04   $       0.08   $       0.12   $       0.17   $       0.22   $       0.27  

Taxes with gross up  $       0.05   $       0.11   $       0.17   $       0.23   $       0.30   $       0.36  

 1 

b) Table F-SEC-6-5 is an updated version of Table 3 presenting only the 2 

productivity savings for 2017 to 2020. 3 

 4 

Table F-SEC-6-5: Expected vs. Estimated Productivity Savings ($ Millions) 5 

 
2017 2018 2019 2020 Total 

OEB Expected Productivity Savings   $         1.9   $         2.3   $         2.8   $         3.2   $       10.2  

Estimated Productivity Savings   $         1.5   $         2.8   $         4.1   $         5.6   $       14.0  

 Over (under) achieved  -$        0.4   $         0.5   $         1.3   $         2.4   $         3.8  

 6 

F-SEC-7 7 

 8 

Please provide a copy of the following documents:  9 

a. The budget guidance documents provided to departments in their preparation for 10 

setting the 2006-2020 budgets. 11 

b. The business plan that underpins the proposed 2016-2020 budgets. 12 

 13 

RESPONSE: 14 

a) The budget guidance document is provided as F-SEC-7 Appendix A   15 

 16 

b) PowerStream does not have a business plan document.  PowerStreamôs corporate 17 

strategy map and critical success factors underpins the proposed budgets.  These are 18 

included as F-SEC-7 Appendix B and F-SEC-7 Appendix C 19 

 20 

 21 

 22 

 23 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

F-SEC-8 9 

REF: Ex. F-1, p.4 10 

 11 

Does PowerStream have a plan at this time to meet the specific incremental productivity 12 

savings for each year between 2016-2020? If so, please provide details. 13 

 14 

RESPONSE: 15 

 16 

Please see the response to A-CCC-8. 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

  27 



F-SEC-9 1 

REF: Ex. F-1, p.7 2 

 3 

Please provide a copy of the most recent CIS Project business case.  4 

 5 

RESPONSE: 6 

 7 

Please see response to B-CCC-15. 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

F-SEC-10 25 

REF: Ex. F-1, p.7 26 

 27 



Please provide a copy of the most recent Work Force Management business case. 1 

 2 

RESPONSE:  3 

 4 

Please see Work Force Management Business Case attached as F-SEC-10 Appendix 5 

A. 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

F-SEC-11 22 

REF: Ex. F-2 23 

 24 

Please provide copies of all benchmarking studies, reports, and analysis undertaken by 25 

Powerstream itself or by a third-party, that are not already included in the materials 26 

provided. 27 

 28 



RESPONSE: 1 

 2 

PowerStream participates in two benchmarking surveys: 3 

¶ CEA  2013 Service Continuity Data on Distribution System Performance in 4 

Electrical Utilities, Composite, Non-Confidential 5 

¶ MEARIE 2014 Utility Performance Management Survey (UPM)  6 

The CEA report is provided as F-SEC-11 Appendix A. MEARIE has agreed to its reports 7 

being provided on a confidential basis. The MEARIE UPM reports are provided on a 8 

confidential basis as F-SEC-11 Appendices B-1 and B-2.  9 

PowerStream also has a Key Process Scorecard that it uses for internal benchmarking.  10 

The current scorecard is provided as F-SEC-11 Appendix C 11 

These activities are aligned to PowerStreamôs continuous improvement philosophy and 12 

belief that what gets measured gets better.  These activities are undertaken by 13 

PowerStream in order to determine what and where improvements are called for. We 14 

have also indicated below, how this information is currently used to improve 15 

PowerStreamôs performance.   16 

Key Process Scorecard 17 

PowerStreamôs Corporate Key Processes have been defined as those processes critical 18 

to delivering power to customers and receiving prompt payment for services.  19 

Consideration of PowerStreamôs Vision and Mission were a fundamental component in 20 

the identification and development of PowerStreamôs Key Processes and Sub 21 

Processes.  22 

Key processes were identified using the experience of PowerStreamôs Senior 23 

Leadership Team (SLT) and other key stakeholders at a series of working group 24 

meetings. In total 5 Key Processes were identified along with 24 Sub-Processes that 25 

directly supported or enabled the Key Processes. 26 

In 2013 the inaugural version of PowerStreamôs monthly Key Process Scorecard was 27 

launched.  In collaboration with Engineering, Operations & Construction and Customer 28 

Service, 17 Key Process Measures were defined and target performance levels were 29 

established.  A variety of methods were used to establish targets including alignment 30 

with PowerStream strategy, other LDC performance, OEB targets, existing areas of 31 

opportunity, continuous improvement culture.     32 

How the information is used: 33 



¶ Annual review with senior Division leaders to assess performance against target as 1 

well as to discuss opportunities for improvement and/or target adjustments. 2 

¶ Business process improvement opportunities discussed here.  Manager BPI 3 

documents opportunities if material.  Business Process Improvement initiatives 4 

reviewed annually during PowerStreamôs Business Planning process.     5 

¶ At annual review meetings, performance against target is demonstrated via charts 6 

and graphs to assist in communicating the results 7 

¶ Key Process Scorecard is distributed Corporate wide, shared at department 8 

meetings and made available on Corp. Intranet site.   9 

See attached example of PowerStreamôs Key Process Scorecard results for December 10 

2014. 11 

 12 

Annual MEARIE UPM Survey Results 13 

PowerStream participates annually in the MEARIE survey along with approx. 24 other 14 

LDCôs.   15 

There are a total of 88 Ratios (Financial Performance, Customer Service, Efficiency, 16 

System Reliability, Resource Management) that are produced as a result of the data 17 

gathered during the annual survey.  Each participant receives a customized 18 

performance scorecard showing PSôs results over the last 3 years relative to the other 19 

24 participants.  Participants are categorized as Small, Medium & Large.  In the 2013 20 

survey there were 12 ñLarge Participantsò (40,000 customers and above) including; 21 

Enersource, Horizon, Hydro One Brampton, Waterloo North, Kitchener, EnWin, 22 

Oakville, London, Veridian, Entegrus, Thunder Bay. Hydro Ottawa did not participate in 23 

2013.  24 

Results are presented in the MEARE ñRatios Reportò and show last 3 years (2013, 25 

2012, 2011) for each ratio for each of the 24 participants.  This allows PS to see how it 26 

measures up in relation to the other participants. PS undertakes further analysis of 26 of 27 

the Key Metrics, utilizing Ratio data for each of the ñLarge Participantsò (of which there 28 

are 12), in order to provide more relevant information for benchmarking analysis.  PS 29 

reviews current performance vs prior year as well as the trend over the three year 30 

period. As well, PS reviews current performance relative to the ñLarge Participantsò 31 

performance.  And finally, PS reviews current performance versus ñlikeò distributors that 32 

participated (Large City Southern High U/G category) i.e. Horizon, H1Brampton, 33 

London, Enersource. 34 

This analysis of performance results has many purposes including: 35 



¶ Providing the content for continuous improvement messages  1 

¶ Bottom quartile results have been used to provide support for the initiation of 2 

improvement projects such as the Material Requirement Planning project with an 3 

objective to increase inventory turnover. 4 

¶ Creating the impetus to do a deeper dive review when results appear 5 

unfavourable 6 

¶ Opportunity to check in with cohorts who participate in the survey to see what 7 

they are doing to achieve their results and to assess interpretation of metric 8 

¶ Opportunity to keep Senior PowerStream leaders abreast of available 9 

benchmarking data  10 

2013 PowerStream results   11 

¶ For most of the 26 key ratios, PowerStreamôs performance in 2013 had improved 12 

over 2012 13 

In comparison to the other Large LDCôs in the survey: 14 

¶ PowerStream did have some below average and bottom quartile results in some 15 

of the metrics, however, in most of these cases, PowerStream results improved 16 

over the previous year. 17 

¶ PowerStream has a below average monthly bill for 1000kWh residential 18 

customer. 19 

¶ PowerStreamôs has one of the highest billing accuracy percentages 20 

¶ PowerStream is a top performer in this group when it comes to Number of 21 

customers per FTE. 22 

¶ PowerStream has below average overtime hours as a percent of regular hours 23 

¶ Below average performance in Outage Minutes and # of interruptions per 24 

customer due to the December 2013 ice storm. 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

F-SEC-12 8 

REF: Ex. F-2, p.2 9 

 10 

Please provide the data files that PowerStream used to derive Table 1. Please provide 11 

a step-by-step explanation of how PowerStream derived future predicted costs from the 12 

PEG model. 13 

 14 

RESPONSE:  15 

The Board has determined that the Pacific Economic Group (PEG) econometric model 16 

will be used for benchmarking distributor cost performance and for informing the 17 

Boardôs annual assignment of stretch factors to distributors. Given reasonable 18 

expectations about future values of output, input prices, and business conditions, the 19 

econometric cost model above can be used to forecast future values of predicted costs. 20 

PowerStream performed the following steps to derive the predicted cost: 21 

Step 1: Compute Projections of Relevant Variables 22 

 23 

OM&A Price Index 24 

 25 

The OM&A Price index constructed as a weighted average of a labor and non-labor 26 

component, with the weights determined by the Board to reflect the historical share of 27 

labor and non-labor OM&A expenses in the Ontario electricity distribution industry. 28 



Specifically, 70/30 AWE/GDPIPI split, where AWE is Statistics Canada's Average 1 

Weekly Earnings for all workers in Ontario, used for the labor price component, and 2 

GDPIPI is Statistics Canada's Ontario Gross Domestic Product Implicit Price Index for 3 

Final Domestic Demand, used for the non-labor component. Future values of AWE were 4 

forecasted out from a reference year of 2013 based on the 5-year historic average 5 

growth rate (1.872%) of AWE. Future values of each GDPIPI were forecasted out from 6 

a reference year of 2014 based on the 5-year historic average growth rate (1.580%) of 7 

GDPIPI. 8 

Capital Price Index 9 
 10 

The Capital Price index is a constructed variable based on Depreciation, EUCPI, and 11 

WACC. Rate of depreciation is set at 4.59%. Future values of EUCPI (Statistics 12 

Canada's Electric Utility Construction Price Index) were forecasted out from a reference 13 

year of 2014 using the 10-year historic average growth rate (2.04%) of EUCPI. WACC 14 

is the Weighted Average Cost of Capital for Ontario distributors, as computed by the 15 

Board. WACC was assumed to be fixed at its 16 

2015 value (6.48%). 17 

 18 

 19 

Outputs 20 
 21 

Output is measured in terms of number of customers; system capacity, as proxied by 22 

peak demand; and deliveries. PowerStream forecasted each of these variables based 23 

on its internal knowledge of its customer base and service territory. 24 

 25 
Business Conditions 26 
 27 

The relevant business condition variables are average distribution line length, percent of 28 

customers added in last 10 years, and a time trend. Given the forecast of the number of 29 

customers, it is straightforward exercise to forecast the first two of these business 30 

conditions. The time trend is simply a time index which begins in 2007. 31 

 32 

Step 2: Acquire the Sample Means of each variable 33 

Step 3: Acquire parameters from the model specific to the LDC 34 



Table 16 of PEG's Final Report lists the estimated parameters from the industry model 1 

(i.e. including all distributors).  2 

 3 

Step 4: Construct Predicted Costs 4 

Construct Econometric Variables 5 

¶ Construct relative capital price; 6 

¶ Mean normalize each variable using its 2002-2013 samples mean; 7 

¶ Construct logs; 8 

¶ Construct higher order and interaction terms. 9 

Construct Linear Prediction 10 

¶ Multiply each econometric variable by its corresponding LDC specific parameter 11 

(Step 3) and then sum over all the products. 12 

Construct Predicted Costs 13 

¶ Predicted Total Cost is equal to the exponential of the linear prediction, and then 14 

scaled up by OM&A Price Index (Step 1). 15 

 16 
As a data source, PowerStream utilized the Excel files named PEG TFP and BM data 17 

calculations.xlsx and EB-2010-0379 PEG Price Cap IR BM Algorithm Tool.xlsx.  These 18 

files include all the data used in PEGôs productivity and benchmarking research, the 19 

results of PEGôs index-based input price and productivity computations, and related 20 

workpapers.  The files are attached as F-SEC-12 Appendix A and F-SEC-12 Appendix 21 

B.  22 

 23 

 24 

 25 

 26 

 27 

F-SEC-13 28 

REF: Ex. F-2, p.7-8 29 

 30 



Please explain what parameters PowerStream used in selecting the distributors to 1 

compare itself to in Figures 2-4. 2 

 3 

RESPONSE:  4 

 5 

Please see response to F-Energy Probe-10. 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

F-SEC-14 22 

REF: Ex. F-2, p.5 23 

 24 

For each third-party review, please provide copies of their reports.  25 

 26 

RESPONSE:  27 



 1 

There are no third-party reviews of the Peer-to-Peer Benchmarking information provided 2 

in this rate proposal. 3 

This information was compiled by PowerStream from data available from the Ontario 4 

Energy Board website.  5 

The cost comparisons provided in this section were taken from the Ontario Energy 6 

Boardôs 2013 Yearbook of Electricity Distributors. It can be found at: 7 

http://www.ontarioenergyboard.ca/oeb/_Documents/RRR/2013_Yearbook_of_Electricity8 

_Distributors.pdf 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

  17 

http://www.ontarioenergyboard.ca/oeb/_Documents/RRR/2013_Yearbook_of_Electricity_Distributors.pdf
http://www.ontarioenergyboard.ca/oeb/_Documents/RRR/2013_Yearbook_of_Electricity_Distributors.pdf


F-VECC-5 1 

REF: F-G/T-1pg. 3/Table 1 2 

 3 

a) Table 1 appears to calculate the expected productivity savings to be attained on the 4 

base 2013 year.  Please recalculate the table showing what savings would be 5 

required if the 0.3% stretch factor were calculated on each years preceding value.   6 

 7 

 8 

RESPONSE: 9 

a) The requested information is presented in Table F-VECC-5-1 below. 10 

Table F-VECC-5-1: Alternative Calculation of Expected Productivity Savings ($ 11 

Millions) 12 

Productivity Savings Expected 2014 2015 2016 2017 2018 2019 2020 Total 

Added in 2014  $  0.46   $    0.46   $    0.46   $    0.46   $    0.46   $    0.46   $    0.46   $       3.24  

Added in 2015    $    0.47   $    0.47   $    0.47   $    0.47   $    0.47   $    0.47   $       2.81  

Added in 2016 
 

   $    0.48   $    0.48   $    0.48   $    0.48   $    0.48   $       2.38  

Added in 2017        $    0.48   $    0.48   $    0.48   $    0.48   $       1.93  

Added in 2018          $    0.49   $    0.49   $    0.49   $       1.46  

Added in 2019            $    0.49   $    0.49   $       0.99  

Added in 2020              $    0.50   $       0.50  

Total  $  0.46   $    0.93   $    1.41   $    1.89   $    2.38   $    2.87   $    3.37   $    13.31  

Based on:               
 Prior Year Revenue 

Requirement: $154.2  $  156.4   $  158.4   $  160.5   $  162.5   $  164.6   $  166.8  
 

Actual / estimated IPI-X 1.40% 1.30% 1.30% 1.30% 1.30% 1.30% 1.30% 
 

Annual savings requirement: 0.30% 0.30% 0.30% 0.30% 0.30% 0.30% 0.30% 
 

X Factor amount  $  0.46   $    0.47   $    0.48   $    0.48   $    0.49   $    0.49   $    0.50  
 

 13 

 14 

15 



F-VECC-6 1 

REF: F-G/T-1pg. 6/Table 6 & J/T-1/pg.4 2 

 3 

Pre-amble: It is unclear how PowerStream defines ñincremental new costs for 4 

changing requirement.ò  Most, if not all the items shown in the table appear not to be 5 

costs related to incremental new responsibilities, as for example might have 6 

occurred as part of the introduction of TOU metered services.  Rather they appear to 7 

be ñbusiness as usualò costs, albeit at increased amounts as compared to past 8 

spending. 9 

 10 

a) Please provide the definition used for classifying costs into Table 6. 11 

b) For each category in Table 6 (e.g. vegetation management) please show the 12 

amount that was approved as part of the last Board cost of service application 13 

(e.g. 2013). 14 

c) Please provide details as to what activities are captured under the categories of 15 

ñRisk Managementò and ñCustomer expectationò. 16 

d) Please explain why for many of the categories the amounts are larger in the early 17 

years and decline or are negative in subsequent years. 18 

e) Why is the replacement of the CIS classified as both a continuous productivity 19 

improvement and also as an incremental new cost? 20 

 21 

RESPONSE: 22 

a) PowerStream assessed its cost drivers based on significant changes year over year.  23 

The year over year variances were classified into categories based on changes in 24 

corporate strategy, changes in business operations or material increases that impact 25 

the business on an ongoing basis.  For example, PowerStream changed its policy in 26 

regards to vegetation management and system hardening which increased OM&A 27 

and therefore was considered a cost driver.   28 

   29 

b) The 2013 Board Approved costs per cost driver is included in the table below: 30 



2013 Board 

Approved 

Budget

New CIS incremental costs * $0

Vegetation management $1,398

Compliance $1,418

Risk Management $2,786

Customer expectation $2,246

Total $7,848

* - New post 2013, hence no budget

¢ƻǘŀƭ /ƻǎǘǎ όϷ лллΩǎύ

 1 

c) Risk Management activities include costs associated with the following: 2 

¶ Pre-hiring for engineering and apprentice programs to ensure appropriate 3 

business continuity and succession planning. 4 

¶ Headcount for specialized positions to manage risks and seize opportunities 5 

related to the achievement of PowerStreamôs Corporate Objectives. For 6 

example, an Emergency Preparedness Manager and Health and Safety 7 

Trainer, and 8 

 9 
Customer Expectation includes: 10 

¶ Activities to enhance the customer service experience. For example, 11 

consulting costs are incurred for language services related to the translation 12 

of calls and interactions with customers.  13 

¶ Enhanced Call Centre activities to ensure customers are better informed 14 

during outages, and  15 

¶ Consulting costs to engage customers for input in the development of the 16 

Distribution Plan. 17 

 18 

d) Many categories have larger amounts in early years as many initiatives have 19 

significant up-front costs. For example one of the main drivers of costs in 2014 ï 20 

2015 relates to the CIS Implementation that has a go live date of Q2 2015. There 21 

are significant increases in costs in preparation for the system cut-over activities 22 

such as training and the engagement of an application managed services provider 23 

that can support the new CIS system. In addition, there were Compliance and 24 

Customer Expectation costs increases in the period 2014 ï 2015, relating to the 25 

implementation of initiatives around customer engagement. A number of studies and 26 

surveys were conducted which increased costs during those years to satisfy the 27 

RRFE Report by the OEB to engage customers for input in the development of the 28 

Distribution Plan. Risk Management also relates to timing due to pre-hiring 29 

engineering and apprentice programs to ensure appropriate business continuity and 30 

succession planning due to retirements of an aging work force from 2014 ï 2018. 31 

 32 



 1 
e)  The replacement of the CIS is included as an incremental new OM&A cost as a result 2 

of the maintenance and training costs associated with this new system. The new CIS 3 

is also classified as continuous improvement due to the long term productivity 4 
efficiencies that will be gained as a result of using the new software.   5 

 6 

 7 

  8 



F-VECC-7 1 

REF: Ex. F/T-2/pg.3 & Appendix 2-L 2 

 3 

a) Please explain how the degradation in labour productivity as measured by OM&A 4 

costs per FTE (going from $150/FTE in 2013 to $185/FTE in 2020) is congruent with 5 

the proposition of PowerStream that there are productivity savings with the proposed 6 

rate plan. 7 

b) Please confirm that no total factor productivity study, capital cost benchmarking 8 

study or an overall OM&A benchmarking study has been completed in support of the 9 

rate proposal. 10 

c) Please confirm that under the proposal PowerStream is predicting a decline in its 11 

productivity as measured by the predicted vs actual/forecast costs (as shown in 12 

Figure 1). 13 

 14 

RESPONSE: 15 

a) The OM&A costs per FTE metric in a given period is the result of changes in OM&A 16 

costs and changes in FTEs.  Changes in OM&A costs are a function of a number of 17 

factors, such as labour cost increases arising from additional labour to serve an 18 

increasing customer base, from salary progression, from non-labour cost increases 19 

and from changes in the various programs and activities.  These and other factors 20 

are discussed in Appendix J.  As shown in Appendix 2-L, increases in the OM&A per 21 

FTE metric have been occurring for the period prior to the term of the proposed rate 22 

plan and continue during the rate plan.  Increases in the OM&A per FTE, both 23 

historically and for the rate plan, is not incompatible with achievement of productivity 24 

savings.  The proper assessment is not whether the OM&A per FTE metric shows 25 

ñdegradationò; such ñdegradationò is an expected occurrence for a utility with a 26 

growing customer base.  Rather, the proper assessment is whether the degree of 27 

ñdegradationò is appropriate.  In that regard, PowerStream has estimated in Table 3 28 

of Exhibit F, Tab1 and as updated in the response to F-SEC-6 that it will have 29 

achieved $15.8 million in productivity savings from 2014 to 2020, $13.8 million of 30 

which pertain to the proposed 5-year rate plan.  These productivity savings exceed 31 

the OEB Expected Savings of $11.6 million for the 5-year period.  32 

b) PowerStreamôs evidence on Benchmarking is contained in Exhibit F, Tab 2.  It 33 

consists of the Predicted Cost model benchmarking, based on the PEG model used 34 

by the Board, and Peer-to-Peer Benchmarking.  No other total factor productivity 35 

study, capital cost benchmarking study or an overall OM&A benchmarking study has 36 

been undertaken. 37 



c) PowerStream confirms that the Predicted Cost model shows an increase in 1 

actual/forecasted costs relative to the predicted costs from the Predicted Cost model 2 

but reiterates that there are a number of factors, as set out in Exhibit F, Tab 2 that 3 

must be considered before drawing hard conclusions regarding such comparison. 4 

  5 



F-VECC-8 1 

REF: Ex. F/T-2/pg.4-6 2 

 3 

a) At the above reference PowerStream lists a number of factors which it postulates 4 

makes it different (and hence non-comparable in some aspect) to other Ontario 5 

distributors.  What study has the PowerStream undertaken to understand what 6 

difference exist between its operations and that of other Utilities? 7 

 8 

b) Has PowerStream undertaken any similar studies of the working capital 9 

requirements of other bi-monthly billing utilities?   10 

 11 

RESPONSE: 12 

 13 

a) PowerStream has not undertaken studies of other utilities. The comments are based 14 

on PowerStreamôs general knowledge concerning the industry. 15 

The primary difference is the level of capital spending required to upgrade existing 16 

assets. The fact that there are differing capital investment requirements among 17 

distributors is discussed in the RRFE and is the basis for the differing rate methods: 18 

4th Generation IR, Custom IR and Annual Index. This is evidenced by the fact that all 19 

of these rate methods are being selected by distributors. 20 

b) PowerStream has not undertaken any studies of the working capital requirements of 21 

other bi-monthly billing utilities.   22 

 23 

  24 



F-VECC-9 1 

REF: Ex. F/T2/pg.6 2 

 3 

a) Please revise Table 2 (OM&A per customer comparison) removing Toronto Hydro 4 

and Hydro One. 5 

 6 

RESPONSE: 7 

 8 

a) Table F-VECC-9-1 compares PowerStreamôs OM&A per customer with the 9 

remaining 70 other Ontario Electric Distributors in the OEB 2013 yearbook after 10 
removal of Hydro One Networks Inc. and Toronto Hydro. 11 

 12 
 13 

 14 
Table F-VECC-9-1: OM&A per Customer from 2013 Yearbook 15 

(Excluding Hydro One Networks Inc. and Toronto Hydro) 16 

 

OM&A Per 

Customer 

OM&A 

Rank 

PowerStream Inc.  $         234.24           13  

Average $          313.60  74.7% 

Median $          276.34  84.8% 

bƻǘŜΥ ҈ ǊŜǇǊŜǎŜƴǘ tƻǿŜǊ{ǘǊŜŀƳΩǎ Ŏƻǎǘ ŀǎ ŀ ҈ ƻŦ ǘƘŜ ŀǾŜǊŀƎŜ ŀƴŘ ƳŜŀƴ Ŏƻǎǘ respectively. 17 

  18 



F-VECC-10 1 

REF: Ex. G/T2/Appendix G-2-1 Consolidated DSP/T2/pg.2 2 

 3 

a) With respect to the Customer Consultation what was the number of residential 4 

customers who participated? 5 

b) How was it determined that these residential customers represented a random 6 

sample of the population of customers (for example, employment status, age, 7 

demographic, etc.) 8 

c) What tests were used understand whether the participating group results could be 9 

extrapolated to the general population of PowerStream customers? 10 

 11 

RESPONSE: 12 

a) Three of the five components of PowerStreamôs Customer Consultation included 13 

residential participants and respondents.  The residential consultation had both a 14 

qualitative element to collect the range of views of PowerStreamôs residential customers 15 

and a quantitative element to understand the distribution of those views across 16 

residential customers. 17 

The qualitative elements included: 18 

1. A voluntary online primer completed by 1,521 residential customers; and 19 

2. Four randomly-recruited consumer consultation groups including 23 residential 20 

customers. 21 

The quantitative element consisted of: 22 

3. A residential telephone survey of 1,001 consumers randomly recruited from a 23 

stratified sample. 24 

 25 

b) Each of PowerStreamôs three residential consumer engagement approaches are 26 

addressed separately below, as each engagement followed a different methodological 27 

approach: 28 

 29 

Online Primer: As noted above, the online primer was part of the qualitative phase of 30 

the customer engagement.  The purpose of qualitative elements is to collect the range 31 

of views that exist within a population, not to project results across a population.  As a 32 

qualitative exercise, no attempts were made to weight the responses of volunteered 33 

customers to reflect that of PowerStreamôs actual customer population. 34 

  35 

As indicated in the Customer Consultation (see E-G/T2/Appendix G-2-1 Consolidated 36 

DSP/T2/pg. 4), ñreaders are cautioned that the online primer results represent the views 37 



of volunteers.ò The online primer sample is not randomly selected and cannot be 1 

generalised to the broader public. However, you should consider that these customers 2 

cared enough about the distribution system to share their time and their opinions. 3 

While the results are not statistically significant, the consumer feedback obtained from 4 

the online primer was used to inform the design of the residential telephone survey. 5 

 6 

Residential Customer Consultation (Focus Groups): Again, as noted above, the 7 

online primer was part of the qualitative phase of the customer engagement.  The 8 

purpose of qualitative elements is to collect the range of views that exist within a 9 

population, not to project results across a population.   10 

While the results are qualitative, a random digit dialing methodology was used to recruit 11 

focus group participants to ensure that all types of consumer had an opportunity to 12 

participate in the qualitative stage and not just the consumers most likely to volunteer. 13 

The criteria to qualify as a participant for the residential focus groups required 14 

participants to be primary electricity bill payer in their household.  While participants 15 

observably came from diverse demographic backgrounds, quotas were not set in the 16 

recruitment of participants.   17 

While the results are not statistically significant, the consumer feedback obtained from 18 

the online primer was used to inform the design of the residential telephone survey. 19 

 20 

Residential Telephone Survey: The residential telephone survey was based on a 21 

random sample which can reliably project the incidence to the broader population of 22 

PowerStream customers.   23 

The survey followed a stratified random sampling methodology. This is a method of 24 

sampling that divides the population into smaller groups known as strata. In stratified 25 

random sampling, the strata are formed based on members' shared attributes or 26 

characteristics (in this case, service territory and household electricity consumption). 27 

In this survey, residential customers were divided into strata based on service territory 28 

populations and then again into quartiles based on annual electricity consumption to 29 

ensure the sample has a proportionate mix of customers from low, medium-low, 30 

medium-high, and high electricity usage households. 31 

 32 

A random sample from each stratum was taken in a number proportional to the 33 

stratum's size when compared to the customer population. These subsets of the strata 34 

are then pooled to form a random sample. 35 

 36 

The table below illustrates the strata divisions for the Residential customer survey: 37 



 1 

 2 

c) As noted earlier, the residential consultation had both a qualitative element to collect 3 

the range of views of PowerStreamôs residential customers and a quantitative element 4 

to understand the distribution of those views across residential customers. 5 

It is not appropriate to extrapolate the result of the qualitative findings (online primer or 6 

residential focus groups) to the general population of PowerStream customer-base. 7 

As we noted in VECC-10 (b), the sample was generated using a stratified random 8 

sample approach.  It is important to remember this is NOT a general public survey, it is 9 

a customer survey.  Since the strata were based on rate class, region and usage, no 10 

weights are required because we end up with the exactly correct proportions for region 11 

and usage.  Since there is no definitive information about other customer 12 

characteristics, no tests of variance are required. 13 

  14 

Residential Customers Count % Dist Sample Quartile 1 Quartile 2 Quartile 3 Quartile 4

Aurora 16,673    5% 53             13               13               13               13               

Barrie 47,194    15% 151           38               38               38               38               

Bradford 7,896      3% 25             6                  6                  6                  6                  

Markham 87,074    28% 279           70               70               70               70               

Richmond Hill 54,006    17% 173           43               43               43               43               

Vaughan  81,528    26% 262           65               65               65               65               

Other 17,285    6% 55             14               14               14               14               

Total 311,656  100% 1,000       250             250             250             250             



F-VECC-11 1 

REF: Ex. G/T2/Appendix G-2-1 Consolidated DSP/T2/pg.104 2 

 3 

a) What was the non-response rate of the telephone survey? 4 

b) What checks were made to test for non-response bias? 5 

 6 

RESPONSE: 7 

 8 

a) During the survey field window, over 10,000 unique residential telephone numbers 9 

were called (approximate 5% of the residential customers in PowerStreamôs service 10 

territory). 11 

Before a randomly selected telephone number is retired from the sample database, 8 12 

attempts to reach potential respondents at each unique telephone number were made 13 

OR until an interviewer received a hard refusal. 14 

Å Contact Rate (percentage of households in which the primary electricity bill payer 15 

was reached): 45% (4,940/10,985) 16 

Å Cooperation Rate (percentage of households reached which yielded a completed 17 

interview): 20% (1,001/4,940) 18 

Å Response Rate (percentage of all working numbers which yielded a completed 19 

interview): 9% (1,001/10,985) 20 

[Contact Rate x Cooperation Rate] 21 

 22 

b) A non-response bias occurs in a survey if the answers of respondents differ from that 23 

of the potential answers of those who did not answer. In more technical terms, what 24 

matters is whether the propensity to respond to the survey is correlated with the 25 

propensity to give a particular answer to a question. 26 

This means that in some cases there may be a non-response bias if the response rate 27 

is low. However, a low response rate in and of itself does not create nonresponse bias 28 

in survey estimates if there is no correlation between response propensity and opinion.   29 

Efforts were made to reduce non-response bias in the telephone survey estimates by 30 

employing a stratified random sampling methodology based on the known population of 31 

household energy consumption by regions within PowerStreamôs service territory.   If 32 

you refer to E-G/T2/Appendix G-2-1 Consolidated DSP/T2/pg. 105 you will see that 33 

the stratified sampling approach delivered exactly the correct proportions of customers 34 

based on the known characteristics of region and electricity usage.   35 



We do not have data on the demographics of the entire population of residential 1 

consumers so it is not possible to test for representativeness on other measures.  For 2 

information purposes, we have also provided information on the demographic profile of 3 

residential survey respondents (see E-G/T2/Appendix G-2-1 Consolidated 4 

DSP/T2/pg. 106). 5 

  6 



EXHIBIT G: RATE BASE 1 

 2 

G-AMPCO-4 3 

REF: Ex. G-Tab 2-5.0 Introduction Page 3 Table 1  4 

 5 

a) Please provide a table that shows the Annual Dollar Spending and Annual 6 

Percentage Spending by OEB Category and Grand Total for the years 2009 to 2014. 7 

 8 

RESPONSE: 9 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, and 10 

the differences in financial reporting methods, PowerStream is unable to provide 11 

meaningful 2009-2010 historical costs. 12 

The annual capital expenditures by investment category are shown below in Table 1, 13 

Section 5.4.1 page 2 of 11. The table outlining the percentages is shown below. 14 

 15 

2011 2012 2013 2014

Actual Actual Actual Actual

General Plant 12% 32% 21% 24%

System Access 33% 27% 18% 24%

System Renewal 18% 23% 24% 36%

System Service 36% 18% 37% 16%

Grand Total 100% 100% 100% 100%16 



G-AMPCO-5 1 

REF: Ex. G-Tab 2-5.2.1 Distribution System Plan Overview, Page 5, Third Party 2 

Reviews 3 

 4 

a) By category and consultant, please indicate: 5 

- the Title and date of each consultant report and whether or not copies of each 6 

report have been included in PowerStreamôs filing 7 

- Whether an RFP was issued or the work was sole-sourced 8 

- The value of each consultantôs work 9 
 10 

b) Please provide copies of all reports not included in the application. 11 

 12 

RESPONSE: 13 

 14 

a) Table 1 indicates the responses to the requested information. None of these 15 

reports were included in the DS Plan. 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

  24 



b)  Table 1: External Consultants and the DS Plan 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

  23 

Asset Condition Assessment 

(Kinectrics) 
G-AMPCO 5b Appendix A, B & C 

Storm Hardening (CIMA) G-SEC-19 Appendix D 

Asset Management (UMS) G-AMPCO 5b Appendix D 

Customer Engagement Included in DS Plan, Appendix C-F 

Optimization & Prioritization No report prepared 

Cyber Security (WhiteHat) G-AMPCO 5b Appendix E 

DS Plan Already provided 



G-AMPCO-6 1 

REF: Ex. G-Tab 2-5.2.3 Performance Measurement for Continuous Improvement  2 

a) Figure 1, Performance Metrics: Please discuss how the performance metrics were 3 

selected. 4 

 5 

b) Figure 1, Performance Metrics: Please provide performance metrics that were 6 

considered and not selected and why. 7 

 8 

c) Figure 1, Performance Metrics:  Please provide the annual targets for each metric. 9 

 10 

d) Figure 1, Performance Metrics: Please discuss how these metrics relate to incentive 11 

pay for each employee group. 12 

 13 

e) Please provide PowerStreamôs views on the following statement - Reliability Indices 14 
provide a better indication of distribution system performance when loss of supply, 15 

major event days and scheduled outages are excluded from the calculation. 16 
 17 

f) DS Spending Progress Report Metric: Please explain how the success for this metric 18 

is measured.   19 

 20 

g) DS Spending Progress Report Metric: Please provide PowerStreamôs historical 21 

capital spending compared to the approved capital budget for the years 2009 to 22 

2014. 23 

 24 

h) Work Order Closing Variances Metric:  Please explain the how the success for this 25 

metric is measured.   26 

 27 

i) Work Order Closing Variances Metric:  Please discuss typical reasons for reviews 28 

issued that require and do not require management approval. 29 

 30 

j) Cable Failure Rates Metric: Please explain why cable remediation is the only 31 

program where failure rate analysis can be readily measured. 32 

 33 

k) Page 10 ï 2013 and 2014 Extreme Weather Events: Please provide a copy of 34 

PowerStreamôs Internal Report that outlines lessons learned, key findings and 37 35 

action items to enhance emergency restoration and communication efforts. 36 

 37 

l) Pages 13-14, Figures 3 to 5: Please complete the following Table separately for 38 

Historical SAIFI, Historical SAIDI and Historical CAIDI in order to provide the 39 

indicated data values. 40 

 41 

 42 



 2007 2008 2009 2011 2012 2013 2014 

Total        

Excluding 
Loss of 
Supply 
(LOS) 

       

Excluding 
LOS and 
Major 
Event 
Days 
(MED) 

       

Excluding 
LOS, 
MED and 
Scheduled 
Outages 
(SO) 

       

 1 

m) Pages 15-16, Figures 6 to 8: Please provide a list of the CEA utilities used to 2 

determine the CEA averages for SAIDI, SAIFI and CAIDI. 3 

 4 

n)  Pages 15-16, Figures 6 to 8: Please provide a table of the data values for each 5 

figure. 6 

 7 

o) Page 16: The CEA numbers are all inclusive.  On what basis are the PowerStream 8 

numbers provided?  9 

 10 

p) Pages 15-16, Figures 6 to 8: Please reproduce Figures 6 to 8 to exclude Loss of 11 

Supply and Major Event Days and provide the data points. 12 

 13 

q) Page 18: Please discuss PowerStreamôs approach in its 5 year plan to address 14 

SAIFI and the specific work programs that address SAIFI. 15 

 16 

r) Page 18: Please discuss PowerStreamôs approach in its 5 year plan to address 17 

MAIFI and the specific work programs that address MAIFI. 18 

 19 

s) Please complete the following Table to provide a breakdown of Controllable SAIDI 20 

related to defective equipment by year: 21 

 22 

 2007 2008 2009 2010 2011 2012 2013 2014 

Defective 
Equipment 

        

 23 



t) Please reproduce the Table in part (u) to provide a breakdown of the causes of 1 

defective equipment. 2 

 3 

u) Please identify the specific assets that are the leading cause of Customer Minutes of 4 

Interruption (CMI). 5 

 6 

v) Please identify the specific assets that are the leading cause of Customer 7 

Interruptions. 8 

 9 

RESPONSE: 10 

a)  The metrics were selected to align with existing reliability and internal key process 11 

metrics, to provide visibility to the success of the annual execution of the capital plan 12 

and the cumulative execution of the capital plan over 2016-2020 13 

b) As indicated in F-SEC-11, PowerStream internally reports on five key processes and 14 

numerous sub-process measures.  15 

Of these internally reported metrics, #4 was submitted into the DS Plan. Metric #5 was 16 

modified to detail the entire capital program (controllable and uncontrollable).  17 

Metrics 1, 2, 3, 6, 7, 8 and 9 were not selected to be reported on. These were not 18 

included as DSP metrics as they are primarily geared to individual business unitôs 19 

performance and not as inclusive as those selected to convey overall DS Plan 20 

execution. 21 

c) Metric 1: remain, as a minimum, within the range of its historical previous 3 year 22 

average performance. 23 

Metric 2: remain, as a minimum, within the range of its historical previous 3 year 24 

average performance. 25 

Metric 3: remain, as a minimum, within the range of its historical previous 3 year 26 

average performance. 27 

Metric 4: remain, as a minimum, within the range of its historical previous 3 year 28 

average performance. 29 

Metric 5: +/- 10% from a 100% spend of the capital budget. 30 

Metric 6: 50% in 2015 and increasing in subsequent years. 31 

Metric 7: Significant improvement, with virtually no failures. 32 



d) Depending on the role of the individual and business units, some management staff 1 

may have the execution of a metric as part of their individual performance incentive 2 

plan. 3 

e) PowerStream measures its distribution system performance in accordance with OEB 4 

guidelines and generally accepted practices adopted by utilities across Canada 5 

following CEA methodologies. PowerStream believes there is value in examining both 6 

sets of metrics to enhance the understanding of system performance. 7 

f) The DS Plan Spending Performance Metric found on page 2 of 19 in Section 5.2.3 of 8 

Exhibit G Tab 2 is measured by calculating the percent figure from taking the Total 9 

Actual Net Expenditures/Year and dividing by the Total Net Budget/Year.   Success is 10 

determined by meeting the target as outlined in part c above. 11 

g) Please refer to the table in PowerStreamôs IR response to G-AMPCO-12b. 12 

h) Refer to Figure 2 Section 5.2.3, page 5 of 19.  Success for the Work Order Closing 13 

Variance Metric is measured by achieving 50%, or higher, by month and yearly overall, 14 

for the percent of Work Orders Completed Within Variance (not requiring management 15 

approval). It is PowerStreamôs intention to increase from 50% on an annual basis. 16 

i) Refer to G-SEC-16 b. 17 

j) The cable remediation program can be readily measured from pre and post 18 

remediation. Typically the cable installed in a given area is of the same vintage, type 19 

and configuration. The failure rates for the cable segments in the area can be 20 

considered the same and hence the remediation efforts that lead to improvement can 21 

be easily measured. In contrast for other asset types (switchgear, as an example) as 22 

individual assets, the failure rate is impacted by other local factors such as 23 

contamination, type, location and system configuration which hampers a meaningful 24 

comparison.   25 

k) Refer to G-SEC-19 Appendix A (internal report). 26 

l)  27 

  PowerStream Total PowerStream Total PowerStream Total 

Year 
Excluding LOS Excluding LOS & MED 

Excluding LOS,MED, 

SO 

  CAIDI SAIFI SAIDI CAIDI SAIFI SAIDI CAIDI SAIFI SAIDI 

2007 1.168 1.801 2.105 0.75 1.5 1.125 0.732 1.479 1.083 

2008 0.968 1.148 1.112 0.968 1.148 1.112 0.884 1.089 0.963 



2009 1.484 1.068 1.585 1.12 0.873 0.978 1.034 0.842 0.87 

2010 0.67 0.801 0.537 0.668 0.8 0.535 0.622 0.773 0.481 

2011 1.043 1.003 1.046 1.051 0.959 1.008 1.028 0.914 0.94 

2012 0.681 1.529 1.041 0.681 1.529 1.041 0.651 1.489 0.969 

2013 4.368 2.237 9.771 0.881 1.309 1.153 0.811 1.266 1.028 

2014 0.848 1.642 1.393 0.82 1.429 1.172 0.747 1.381 1.033 

 1 

m)  2 

The following is the list of the utilities that comprise the Urban Utilities. 
 
City of Medicine Hat 
City of Red Deer 
Enersource Hydro Mississauga  
ENMAX Power Corporation 
EPCOR 
Horizon Utilities 
Hydro Ottawa  
London Hydro 
Oakville Hydro Electricity Distribution 
Oshawa Power and Utilities Corporation  
PowerStream Inc. 
Saint John Energy 
Saskatoon Light & Power 
St. Thomas Energy 
Toronto Hydro 
*B.C. Hydro - Vancouver/Burnaby District 
*B.C. Hydro - Victoria District 
*Hydro One - Combined Urban Areas 
*Hydro-Québec - Montréal Métropolitain 
*Hydro-Québec - Québec Métropolitain 
*Manitoba Hydro - Winnipeg 
*Maritime Electric ï Charlottetown Region 
*NSPI - Halifax Urban 
*NSPI - Provincial Urban Areas (excl. Halifax) 
 
* refers to only a portion of their territory 3 

n) Refer to G-SEC-20 b 4 

o) PowerStream numbers are all inclusive. 5 



p) PowerStream does not have the CEA data excluding LOS and MED and cannot 1 

provide a similar chart. 2 

q) PowerStreamôs programs that are directed towards maintaining and reducing the 3 

SAIFI are as follows: 4 

Worst Performing Feeders (WPF) 

Inspection and Maintenance 

Asset Replacement Programs 

Storm Hardening 

These programs are described in the Consolidated DS Plan: 5 

¶ Section 5.2.3 page 19 and 5.3.1 page 22 (Worst Performing Feeders); 6 

¶ Section 5.3.1, page 18 (Inspection & Maintenance); 7 

¶ Section 5.3.1, page 11 (Asset Condition Assessment and Replacement 8 

Programs) which include Cable Remediation,  Switchgear Replacement, 9 

Transformer replacement, Mini-rupter replacement  and Insulator replacement; 10 

and 11 

Section 5.3.3, page 13 and 5.4.5, page 19 (Storm Hardening). 12 

 13 

r) The five year plan includes capital programs that are geared towards reducing the 14 

SAIDI and SAIFI. In an indirect way the capital and maintenance programs help to 15 

reduce MAIFI (e.g. reduce the number of tree contacts, equipment failure). In addition 16 

PowerStream undertakes studies and complete projects to reduce MAIFI by: 17 

1) Reviewing the protection for the feeder breakers; and 18 

2) Reviewing the fuse coordination of the feeders. 19 

 20 

s)  21 

Defective Equipment Contributed SAIDI(min) by year 

 2007 2008 2009 2010 2011 2012 2013 2014 

Defective 
Equipment 

28.46 20.07 26.45 14.28 30.63 30.48 35.68 29.13 

 22 

  23 



t)  1 

Equipment Failure Causes  

Cause 2007 2008 2009 2010 2011 2012 2013 2014 

Cable and Splice 70 75 75 81 103 123 133 113 

Overhead Transformer 17 11 12 15 19 44 38 58 

Underground Transformer 41 48 41 38 50 66 78 84 

Arrestor 7 6 2 11 20 19 25 33 

Line Hardware 19 17 18 5 16 36 33 52 

Station Equipment 3 0 5 1 2 2 0 4 

Switch 18 21 16 16 25 50 46 55 

Termination 7 6 8 3 7 9 13 21 

Elbow 19 9 11 19 20 21 33 31 

Insulator 6 9 5 7 8 14 13 12 

Switching Unit 16 21 20 15 30 24 28 15 

Underground Transformer 

Vault 
          12 11 4 

Underground Transformer 

Submersible 
          4 2 3 

Station Equipment Breaker           1 0 4 

Switch LIS/Recloser           3 0 5 

Switch Manual LIS           3 1 2 

Elbow Arrestor           2 0 1 

Other 6 4 1 3 2 5 3 3 

 2 

u) Top 5 Leading Asset Failure Causes contributing to CMI (2006-2014) 3 

 4 

Failure Cause 



1. Cable and Splice 

2. Switching Unit 

3. Underground TX 

Padmount 

4. Line Hardware 

5. Arrestor 

 1 

 2 

v) Top 5 Leading Asset Failure Causes of Customer Interruptions (2006-2014) 3 

 4 

Failure Cause 

1. Cable and Splice 

2. Switching Unit 

3. Switch 

4. Arrestor 

5. Line Hardware 

 5 

 6 

  7 



G-AMPCO-7 1 

REF: Ex. G-Tab 2-5.3.1 Asset Management Process Overview 2 

 3 

a) Pages 5 to 10: PowerStream describes its primary asset registers.  Please discuss 4 

any existing significant issues and challenges related to the coordination and 5 

integration of the information provided by the key asset registers.   6 

 7 

b) Please discuss if PowerStream foresees any significant issues or challenges using 8 

its key asset registers to track, coordinate and integrate the asset and project 9 

information related to its proposed project investments in the execution of its 5 year 10 

plan.  11 

 12 

c) Page 21, Construction and Material Standards: PowerStream indicates that its 13 

construction standards have been approved by a provincially licensed professional 14 

engineer. Please discuss if this approval is done internally or externally.  Please 15 

comment on how PowerStream's Construction and Material Standards compare to 16 

Industry Standards. 17 

 18 

d) Page 22, Reliability Performance: PowerStream indicates it has committed to 19 

improve system reliability as part of the corporate ñStrategic Direction ï Five Year 20 

Critical Success Factorsò.  Please confirm the Five Year Critical Success Factors 21 

and provide a reference. 22 

 23 

e) Page 22:  Reliability Performance: PowerStream indicates it will strive towards 24 

meeting the reliability target set for 2020.  Please confirm the 2020 target. 25 

 26 

f) Page 24, lines 26-30: Please confirm the capital budget threshold and how it is 27 

applied. 28 

 29 

RESPONSE: 30 

 31 

a) There are no major integration issues with the current Asset Registers. PowerStream 32 

continues to improve integration and coordination as new technology becomes available 33 

and/or upgrades of current systems occur. 34 

b) There are no anticipated major issues with Asset Registers in the future. 35 

PowerStream continues to improve integration and coordination as new technology 36 

becomes available and/or upgrades of current systems occur. 37 



c) PowerStreamôs construction standards have been approved by a provincially licensed 1 

professional engineer who is a PowerStream employee. PowerStreamôs Construction 2 

and Material Standards are in compliance with Ontario Regulation 22/04 and CSA 3 

specifications and as such are comparable to Industry Standards. 4 

d) Health and Safety (Zero Serious Injuries) - Achieve Zero serious injuries in each 5 

year until 2020.   6 

Employee Satisfaction (95% Level of Employee Satisfaction) - Maintain an overall 7 

score of 95% on the combined average of the five key employee engagement on the 8 

Employee Survey and achieve 70% top box score (strongly agree) 9 

Business Excellence (Excellence Canada Order of Excellence Achievement) - 10 

Achieve Order of Excellence status in Excellence Canadaôs Progressive Excellence 11 

Program based on external third party assessment.  12 

Customer Satisfaction 13 

a) 95% Level of Customer Satisfaction - Achieve an overall Customer Satisfaction 14 

score of 95% 15 

b) Achieve an average of 40 Customer minutes of Interruption per customer per 16 

year  17 

c)  Reliability Centers of Focus - Defined sub-set of geographic areas that have 18 

reliability concerns based on outage history or sensitive loads where a specific 19 

improvement program is in place to ensure reliability performance is at least 20 

equal to or greater than the overall system wide average. 21 

Corporate Social Responsibility 22 
a) Reduce PowerStreamôs Environmental footprint 23 
b) Meet or exceed mandated CDM targets 24 

 25 
 26 

e) For the year 2020, the SAIDI Reliability Target for all outages excluding LOS/MED 27 

will be 59.97min based on an average weather pattern year.  However, in the case of a 28 

year with severe weather, the upper limit threshold will be 81.07 min.  29 

 30 

The following table outlines the expected reliability target for 2020: 31 

2020 Reliability Target 

Upper Limit  = 81.07 min 

Target  = 59.97 min 

Lower Limit = 45.41 min 

 32 



f)  The capital budget threshold for 2016-2020 is as follows: 1 

Å 2016 - $132.9M 2 

Å 2017 - $131.6M 3 

Å 2018 - $125.5M 4 

Å 2019 - $125.5M 5 

Å 2020 - $125.5M 6 

The Capital Budget Threshold is applied as a ñcapò to the proposed yearly capital 7 

budget, as a financial constraint during optimization.   8 

 9 

  10 



G-AMPCO-8 1 

REF 1: Ex. G-Tab 2-5.3.2 Overview of Assets Managed, Page 25 2 

REF 2: Ex. G-Tab 2-5.3.3 Asset Lifecycle Optimization Policies and Procedures, 3 

Page 29 4 

 5 

a) The 2014 asset counts provided in Reference 1 differ from the 2014 asset counts 6 

provided at reference 2.  Please reconcile. 7 

 8 

RESPONSE: 9 

a) The numbers identified in Table 10 were obtained earlier in the year (August 29, 10 

2014). Since then, additional assets have been installed.  The numbers identified in 11 

Figure 6 were obtained later (January 1, 2015). Thank you for pointing out the 12 

inconsistency with Table 10 that we missed. Figure 6 has the correct amounts. 13 

 14 

  15 



G-AMPCO-9 1 

REF: Ex. G-Tab 2-5.3.2 Overview of Assets Managed 2 

 3 

a) Please complete the following table: 4 

Asset Pop
ulat
ion 

End of Life 
(years) 

Population 
equal to or 
beyond 
End of Life 
at 
December 
31, 2014 

% 
population 
equal to or 
beyond 
End of Life 
at 
December 
31, 2014 

Power Transformers     

Substation Power 
Transformers 

    

Circuit Breakers     

Transformer Station 
230 kV Disconnect 
Switches 

    

Substation Primary 
Disconnect Switches 

    

Transformer Station 
Capacitor Banks 

    

Station Reactors      

Station Service 
Transformers (TS 
Stations) 

    

Primary Metering Units 
(Transformer Stations) 

    

Protection and Control 
Relays 

    

Underground Cable     

Distribution 
Transformers 

    

Switchgear     

Mini-Rupter Switches     

Automated Switches     

Wood Poles     

 5 

RESPONSE: 6 

a) Please see the table below. 7 



Asset Population End of Life 
(Years)  

Population Equal 
to or beyond End 
of Life at 
December 31, 
2014 

% Population Equal 
to or beyond End of 
Life at December 
31, 2014 

Transformer Station 
Power Transformers 

24 40 0 0 

Municipal Station Power 
Transformers 

72 40 18 25.0 

Transformer and 
Municipal Station Circuit 
Breakers 

398 40 41 10.3 

Transformer Station 230 
kV Primary Switches 

22 40 0 0 

Municipal Station Primary 
Switches 

58 50 4 0.7 

Transformer Station 
Capacitor Banks 

9 30 0 0 

Transformer Station 
Reactors 

34 70 0 0 

TS Station Service 
Transformers 

20 45 0 0 

TS 230 kV Primary 
Metering Units 

18 combined 
12 separate 

30 0 0 

TS P&C Relays - 
Electromechanical 

35 30 4 11.4 

TS P&C Relays - Solid 
State 

45 30 9 20 

TS P&C Relays - 
Microprocessor 

115 20 2 1.8 

Underground Cable 8,137.5 (km) 25 2,746 33.4 

Distribution Transformers 44,192 40 777 1.8 

Switchgear 1,847 30 182 10.0 

Mini-Rupter Switches 433 30 73 16.9 

Automated Switches 360 30 52 16.1 

Wood Poles 38,070 45 3301 8.7 
  1 



G-AMPCO-10 1 

REF: Ex. G-Tab 2-5.3.2 Overview of Assets Managed 2 

 3 

a) Pages 26 to 51: For each of the asset groups where PowerStream provided Health 4 

Indices, please provide the % of the population tested for each asset group.  5 

 6 

RESPONSE: 7 

 8 

a)        9 

  10 



Table G-AMPCO-10-1 1 

 2 

 3 

G-AMPCO-11 4 

REF: Ex. G-Tab 2-5.3.3 Asset Lifecycle Optimization Policies and Procedures 5 

 6 

Asset Testing and Inspection

Asset Type Testing and Inspection
% 

Inspected 

Approximate 

% Tested 

per Year (1)

TS Transformer

Dissolved gas anlaysis (DGA) automatically performed every hour on TS 

transformers with 7-gas online monitoring units.  Others monitor moisture, 

hydrogen and carbon monixide in real time. Annual oil samples sent to external lab 

for independant testing.  Doble testing and Electrical testing performed every 4 

years (or less if poor DGA conditions or a major event trigger a test). Tap changer 

unit maintenance performed every 4 years or if number of cyclic operations 

triggers a maintenance threshold.  Transformer and associated ancilliary 

components are powerwashed twice a year, IR scanned twice a year, and painted 

approximately every 10 years. 

100% within 

a Year
100%

MS Transformer

Oil analysis completed for all transformers annually.  IR scanned twice a year.  

Painted approximately every 10 years.  Online DGA equipment being installed on 

the entire fleet.

100% within 

a Year
100%

Circuit 

Breakers/reclosers

Monthly patrol inspection - Testing done every 4 years (includes cell/bus 

maintenance) or as triggered by cyclic operation. 

100% within 

a Year
25%

230 kV Switches

Monthly patrol, (RCM) annual maintenance, (RCM) 5 year maintenance , (RCM)10 

year maintenance , (RCM)15 year maintenance, (RCM) 20 year, (RCM) 25 year 

maintenance,   Powerwashed twice a year, IR scanned twice a year

100% within 

a Year
100%

MS Primary 

Switches

Monthly patrol inspection - Maintenance done every 5 years (circuit switcher: 

monthly inspection, (RCM) 5, 10 and 15 year maintenance), IR scanned twice a 

year

100% within 

a Year
20%

TS Capacitor Banks
Monthly patrol inspection - Detailed visual inspection done annually,  IR scanned 

twice a year

100% within 

a Year
100%

TS Reactors Monthly patrol inspection - Testing done every 4 years, 
100% within 

a Year
25%

Station Service 

Transformers
Monthly patrol inspection.  No regularly scheduled testing.

100% within 

a Year

No Testing 

Performed

230 KV PMUs
Monthly patrol inspection, 4 year detailed inspection - perfromed by station 

sustainment staff.  IR scanned twice a year

100% within 

a Year
100%

TS Relays (1) Monthly patrol.  Lines, transformer and bus protections tested every 4 years.
100% within 

a Year
25%

Distribution 

Transformer
Inspection in 3-Year cycle (No testing)

100% over 3 

Years

No Testing 

Performed

Switchgear
Inspection in 3-Year cycle; Dry-Ice Cleaning in 6-year cycle (No testing). RTU 

tested for Automated gears - 17%

100% over 3 

Years;          

100% 

Maintained 

over 6 Years

Manual 

Switchgear- 

No Testing   

Automated 

Switchgear- 

17%

Mini-Rupter Inspection in 3-Year cycle (No testing)
100% over 3 

Years

No Testing 

Performed

Automated 

Switches
Maintenance in 6 -Year cycle. RTU and Switch Testing  

17% in 2014 

(Year 1)
17%

Poles Pole inspection and testing in 5-Year cycle
100% over 5 

Years
20%

Asset Testing and Inspection



a) Page 10: Mini-Rupter Switch Replacement: Please provide a table that sets out the 1 

actual number of replacements per year and the spending for the years 2009 to 2 

2014, and the planned number of replacements per year and the budget for the 3 

years 2015 to 2020.   4 

 5 

b) Page 10: Automated Switch Replacement: Please provide a table that sets out the 6 

actual number of replacements per year and the spending for the years 2009 to 7 

2014, and the planned number of replacements per year and the budget for the 8 

years 2015 to 2020.   9 

 10 

c) Page 12: Fault Indicator Replacement: Please provide a table that sets out the 11 

actual number of replacements per year and the spending for the years 2009 to 12 

2014, and the planned number of replacements per year and the budget for the 13 

years 2015 to 2020.   14 

 15 

d) Page 12:-44 kV Porcelain Insulator Replacement: PowerStream is proposing to 16 

replace all of the remaining legacy 44 kV porcelain insulators with polymer type 17 

insulators over the next four years.  Please provide the number of insulators to be 18 

replaced by year and the cost by year. 19 

 20 

e) Page 19: Please provide PowerStreamôs Key Performance Indicator (KPI) Results 21 

(projected vs. actuals) for the years 2009 to 2014.  22 

 23 

f) Page 26: Table 2 Annual O&M Spending: For each of the O&M costs listed in Table 24 

2, please provide the frequency cycle that the activity is undertaken ï for example 25 

annually, bi-annually, every 2 years etc. 26 

 27 

g) Page 26: Table 2 Annual O&M Spending: For each of the O&M costs please provide 28 

the historical spending for the years 2009 to 2014. 29 

 30 

h) Page 28, Vegetation Management: Please provide the analysis that underpins 31 

PowerStreamôs determination that the five year trimming cycle was not adequate to 32 

keep up with tree growth across the service territory and as such the tree trimming 33 

cycle has been adjusted to a three year cycle across the territory. 34 

 35 

i) Page 28, Vegetation Management: Please provide a description of the work 36 

programs undertaken under vegetation management.   37 

 38 

j) Page 28, Vegetation Management: Please discuss the size of the program and the 39 

km or number of trees to be addressed each year for the years 2015 to 2020 40 

compared to the historical years 2009 to 2014. 41 

 42 



k) Page 30: Please discuss further the trade off between capital investments and O&M 1 

costs and the premise that a renewed asset base should result in a decrease in 2 

O&M costs.   3 

 4 

RESPONSE: 5 

 6 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, and 7 

the differences in financial reporting methods, PowerStream is unable to provide 8 

meaningful 2009-2010 historical costs and asset quantities. This applies for all 9 

subsequent questions. 10 

 11 

 12 

  13 
 14 

b)  15 

 16 

 17 

 18 

Year

Mini-Rupter Replacement - - - - - - 21 482,622

Mini-Rupter Switch Actual Replacement 2011 - 2014
Actual data

$ # of Units $# of Units # of Units $Classification # of Units $

2011 2012 2013 2014

Year

Mini-Rupter Replacement 15 577,736 15 592,267 15 607,090 15 622,214 15 637,649 15 653,406

$ # of Units $# of Units $ # of UnitsClassification

Planned data
2015 2016 2017 2018 2019 2020

# of Units# of Units $

Mini-Rupter Switch Planned Replacement 2015 - 2020

$ # of Units $

Year

Automated Switch 

Replacement
- - - - 5 392,480 5 380,627

Automated Switch Actual Replacement 2011 - 2014
Actual data

$ # of Units $Classification $ # of Units

2011 2012 2013 2014

# of Units $ # of Units

Year

Automated Switch 

Replacement
5 435,912 5 447,130 5 458,595 5 470,301 5 482,308 5 494,628

$$ # of Units $ # of Units $ # of Units

2015 2016

Planned data

$ # of Units $ # of Units

2019

Classification

2020

Automated Switch Planned Replacement 2015 - 2020

# of Units

2017 2018



c)  1 

 2 

 3 

 4 

 5 

 6 

 7 

d)  8 

 9 

e) C55 Optimization commenced in 2014 and applied the KPIôs as noted on a go 10 

forward basis. 11 

Year

Fault Indicator 779 46,173 1,171            326,565 1,940 527,405 1,547 484,511

Fault Indicator Actual Replacement 2011 - 2014

Classification # of Units $ # of Units $ # of Units $ # of Units $

2011 2012 2013 2014

Actual data



f) 1 

2 
   3 

g) Please refer to the table below for the historical spending for years 2011-2014.    4 

 5 

 6 
 7 

h) Prior to 2012, in the PowerStream South service territories of Markham, Vaughan, 8 

Richmond Hill, and Aurora, vegetation management was undertaken on a 5-year cycle. 9 

However, this cycle proved less than effective, as in reality labour and financial 10 

resources were primarily focused on reactive activities such as addressing trouble spots 11 

and Worst Performing feeders. In the North service territories of Barrie and surrounding 12 

area, a 3-year cycle was in place and most activity was focused on maintaining the 13 

proactive 3-year cycle compared to reactive-type work.  14 

In 2012, PowerStream reviewed its vegetation management program and concluded 15 

that the objectives of safety, customer service, and reliability would be better served 16 

with a consistent and proactive program across all service territories. The need for 17 

increased emphasis on proactive activity to maintain adequate clearances and reduce 18 

the probability of trees contacting power lines was further driven by increased storm 19 

activity, since the probability of tree contacts during storms is heightened. Practices of 20 

other LDCs were also surveyed. It was decided to establish a 3-year cycle across all 21 

PowerStream service territories, thereby implementing a more optimal cycle and 22 

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

O & M COSTS 2,242,034 2,438,036 2,522,976 2,627,108 3,290,425 3,824,791 4,364,492 4,909,270 5,459,443 6,014,538

 insulator washing 85,013                  88,166 98,335 99,615 140,000 141,400 142,814 144,242 145,684 147,142

 pole testing 111,203                103,455 102,862 176,290 185,000 186,850 188,719 190,606 192,512 194,437

 underground cable testing -                         14,722 10,047 9,957 51,945 53,177 54,431 55,506 56,521 57,417

 dry ice cleaning 411,483                514,103 432,659 234,095 353,295 356,829 360,397 363,999 367,640 371,317

 infrared scanning 100,600                201,285 143,700 122,125 146,856 148,516 150,193 151,841 153,490 155,104

 overhead switch maintenance 348,929                288,497 274,342 225,361 353,329 357,419 361,532 365,606 369,752 373,528

 vegetation management 1,184,805            1,227,810 1,461,031 1,759,666 2,060,000 2,580,600 3,106,406 3,637,470 4,173,844 4,715,593



harmonizing the practices across all predecessor utilities. This also facilitated better 1 

program management, as it was more effective to manage a consistent cycle across all 2 

territories rather than maintaining different practices in various areas.  3 

 4 

i)  Work activities undertaken under vegetation management are: 5 

¶ Pruning of trees and removal of tree limbs to provide adequate clearance 6 

between power lines and trees. Cutbacks include allowance for growth up to the 7 
next clearing cycle; 8 

¶ Pruning or removal of brush and undergrowth to provide adequate clearance 9 
from power lines; 10 

¶ Removal of dead wood, broken limbs, and hangers; 11 

¶ At property ownerôs request, pruning of limbs/brush of trees on private property to 12 
provide enough clearance from power lines so that the property ownerôs 13 
contractor can safely remove a tree; 14 

¶ Limited removal of hazard or dead trees potentially detrimental to the power lines 15 
at request of Municipality; 16 

¶ ñOut of cycleò pruning of fast-growing trees or trouble spots identified during 17 
patrols or reports from the general public; and 18 

¶ Emergency clearing during storms to assist with removing downed trees and 19 

limbs. 20 

 21 

j) Prior to and including 2011, approximately 500 km of overhead line was addressed 22 

per annum under a 5-year vegetation management cycle. In 2012, PowerStream 23 

commenced working towards a 3-year cycle, and this was achieved fully in 2014, when 24 

approximately 840 km of overhead line was addressed. This will also be the 25 

approximate km addressed each year between 2015 and 2020. 26 

k) PowerStreamôs philosophy is a measured and affordable approach to renewal that 27 

maintains a steady state asset age level. Contributions to this steady state asset age 28 

level include replacement of existing units, aging of existing units and additions of brand 29 

new units to the asset base. In addition, a substantive amount of the O&M costs are 30 

related to inspection of the assets and regular maintenance and not related to the age 31 

of the asset. For a more fulsome discussion, please refer to Section 5.3.3. Page 29. 32 

 33 

  34 



G-AMPCO-12 1 

REF: Ex. G-Tab 2-5.4.1 Capital Expenditures Plan Summary 2 

 3 

a) Page 2 Table 1, Capital Expenditures by Investment Category: Please provide the 4 

historical Board Approved amounts by category and in total for the years prior to 5 

2015. 6 

 7 

b) Page 2 Table 1, Capital Expenditures by Investment Category: Please provide the 8 

historical budgeted amounts for the years 2009 to 2014 by category and in total. 9 

 10 

RESPONSE: 11 

 12 

a) In the December 21, 2012 Decision and Order in EB-2012-0161, the OEB accepted 13 

PowerStreamôs forecasted capital expenditures of $114,279,000 for the (2013) Test 14 

Year excepting a reduction of $2 million for capital contributions resulting in a net of 15 

$112,279,000. All other years, 2011, 2012, 2014, were IRM years, and therefore, do not 16 

have specific Board Approved amounts.  The categorization names shown in Table 1 17 

did not exist at the time of the Boardôs Decision and Order in EB-2012-0161. 18 

 19 

b)  20 

  21 

22 



G-AMPCO-13 1 

REF: Ex. G-Tab 2-5.4.2 Capital Expenditure Planning Process Overview 2 

 3 

a) Page 3, lines 11 to 12: The evidence indicates that early results show that 79% of 4 

customers are very or somewhat satisfied with their interaction with PowerStream.  5 

Please provide the percentage split between very and somewhat. 6 

 7 

b) Page 3, line 19: The evidence indicates the key accounts team meet regularly with 8 

Large Users.  Please provide the average number of meetings per year for the past 9 

three years with Large Users.  Please provide the planned number of annual 10 

meetings for the 2015 to 2020 period. 11 

 12 

c) Page 9, Rate Impacts: The evidence indicates that the proposed estimated bill 13 

impacts were presented for each rate class and generally the customers accepted 14 

the proposed rate increases.  Please discuss how PowerStream provided the bill 15 

impact information i.e. was the information provided on a $ basis or a % basis?  Was 16 

the bill impact information provided on a total bill basis? 17 

 18 

RESPONSE: 19 

 20 

a) The split for the Telephone Transactional results is: 21 

¶ 58% very satisfied 22 

¶ 21% somewhat satisfied 23 

 24 

b) The target quantity of customer contacts for all Key Accounts customer 25 

engagement is four times per year.  A contact is defined as telephone conversation, 26 

a face-to-face meeting, a site visit or an email.  Key Accounts customers are visited 27 

once per year on average, unless supplementary visits are requested.   28 

Over the past three years, the average number of Key Account customer contacts is 29 

between 2,500 to 3,000 total per year.   30 

c) Bill impacts were presented to customers in both percentage and dollar amounts 31 

for each rate class (Residential, GS<50, GS>50 and Key Accounts).  The proposed 32 

monthly increase was provided in dollars, and the average annual increase in 33 

percentage.  Bill impacts were provided based on the average consumption per rate 34 

class.  It was also explained that this proposed increase was on the distribution 35 

portion of the bill only and that other items on the bill may increase during this 36 

period. 37 



E.g. Residential customers with an average consumption of 800 kWh per month pay 1 

approximately $27 for distribution charges.  Over the next five years, customers will 2 

see an average increase of $2.14 per month or 7.7 per cent annually on the 3 

distribution rates charged by PowerStream 4 

  5 



G-AMPCO-14 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries, Cable Injection 2 

Program 2015-2020, Page 1 3 

 4 

Preamble: At Page 1, PowerStream indicates the annual cost will increase by 3% per 5 

year to account for general cost increase due to inflation and external cost. 6 

a) Please provide the inflation assumptions by year for the years 2015 to 2020. 7 

 8 

b) Please provide the external cost assumptions by year for the years 2015 to 2020 9 

and explain the nature of these cost increases. 10 

 11 

RESPONSE: 12 

 13 

a) The inflation assumptions for Cable Injection 2015-2020 are as follows: 14 

¶ External Contract: 3%/year, all years 15 

¶ Material:  3%/year, all years 16 

¶ Internal Labour:  2016 = 2.4% 17 

    2017 = 2.4% 18 

    2018 = 2.3% 19 

    2019 = 2.3% 20 

    2020 = 2.2% 21 

 22 

b) Please see above for external cost assumptions. These are the expected costs 23 

increases based on historical cost increases from the US based vendor.  24 

 25 

 26 

  27 



G-AMPCO-15 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

a) System Renewal Programs: For each of the following projects, please provide the 4 

number of asset units (quantities) addressed for the years 2009 to 2020 by 5 

completing the following table. 6 

Project 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

Cable 
Injection 
Program (km) 

            

Cable 
Replacement  
Program (km) 

            

Emerging 
Cable 
Replacement 
(km) 

            

Submersible 
Transformer 
Replacement 

            

Switchgear 
Replacement 

            

Pole 
Replacement 

            

Pole 
Reinforcement 

            

 7 

 8 

RESPONSE: 9 

 10 

a) Please see response to G-SEC-24. 11 

 12 

   13 

  14 



G-AMPCO-16 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

 4 

Cable Injection Program; Cable Replacement Program 5 

a) Please confirm when the Cable Injection Program and Cable Replacement Program 6 

commenced.  7 

 8 

b) PowerStream indicates there were 103, 123, 133 and 113 cable and splice failures 9 

in 2011, 2012, 2013 and 2014 respectively.  Please provide the cable and splice 10 

failures for the years 2006 to 2010.  11 

 12 

c) Please confirm PowerStreamôs end of life of primary cable. 13 

 14 

d) For the failures identified in part (b), please provide the number of failures by year on 15 

cables that were at or beyond end of life. 16 

 17 

e) Please provide the historical expenditures for the Cable Injection Program and Cable 18 

Replacement Program for the years 2009 and 2010. 19 

 20 

f) PowerStream indicates the Cable Replacement Program will stay stable for 22 years 21 

and then increase to higher levels from year 23 onward.  Please discuss the 22 

increase in km and cost anticipated in year 23 and onward. 23 

 24 

RESPONSE: 25 

 26 

a) The cable injection program commenced in 2011. The cable replacement program 27 

commenced in 2009. 28 

b)  29 

Cause 2007 2008 2009 2010 

Cable and Splice 70 75 75 81 

c) PowerStreamôs End of Life for primary cable is 25 years. 30 

d) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009 and the 31 

difference in recording the failure data, PowerStream is unable to provide the particular 32 

data set below prior to 2011. 33 



 1 

 2 

 3 

e) Due to the merger of PowerStream with Barrie Hydro Distribution Inc in 2009, and the 4 

differences in financial reporting methods, PowerStream is unable to provide meaningful 5 

2009-2010 historical costs. 6 

f) Starting from year 23 (2037 onward), a large quantity of cable will be at end-of-life. At 7 

that time, since the only remediation option is cable replacement, and the cable 8 

replacement unit cost is much higher than that of cable injection, it is expected that the 9 

budget level will be higher to remediate the end of life cable. 10 

The increase in km and cost anticipated in year 23 and onward is shown in the table 11 

below.  12 

 13 

14 

Year 2011 2012 2013 2014

Total Number of 

Cable/Splice Failures
103 123 133 113

Number of Cable/Splice 

Failures that were at or 

beyond End of  Life (25 

Years)

53 72 89 64

Cable and Splice failures on cables that were at or beyond End of 

Life

Year Range 2037-2041 2042-2046 2047-2051 2052-2056 2057-2061 2062-2066

Cable Remediation: 

Replacement (km)
100 120 140 160 180 200

Cost per year (in future $) $83.2  M $123.4 M $166.0 M $219.2 M $285.0 M $358.7 M

Cost per year (in 2016 $) $42.1 M $50.5 M $59.0 M $67.4 M $75.8 M $84.2 M

Cable Remediation from year 23 onward



G-AMPCO-17 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Emerging Cable Replacement Program 4 

a) Please provide the historical expenditures for the years 2009 and 2010. 5 

 6 

b) Please discuss why the majority of emerging cable faults occurs in industrial parks. 7 

 8 

c) Please provide the failures by year for the years 2009 to 2014. 9 

 10 

RESPONSE: 11 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, and 12 

the differences in financial reporting methods, PowerStream is unable to provide 13 

meaningful 2009-2010 historical costs. 14 

b) Although the cable failures within PowerStreamôs Distribution System does not 15 

necessarily favor industrial areas over residential areas, the majority of emerging 16 

projects that are addressed by the Emerging Cable Replacement Program fall within 17 

industrial parks.  Typically these are critical accounts that cannot tolerate the increased 18 

frequency of service interruptions due to a surge in cable faults.  In this case, 19 

PowerStream is required to act quickly to minimize impact to the customer and restore 20 

service reliability back to acceptable levels. 21 

c) The emerging cable failure data is not available as this is not tracked separately. 22 

  23 



G-AMPCO-18 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Submersible Transformer Replacement 4 

a) Please confirm the total population of submersible transformers. 5 

 6 

b) Please confirm the year the Submersible Transformer Replacement Project 7 

commenced. 8 

 9 

c) Please provide the historical expenditures prior to 2011. 10 

 11 

d) Please provide the historical failure rates for submersible transformers for the years 12 

2009 to 2014. 13 

 14 

RESPONSE: 15 

a) There are two types of submersible transformers ï vault type and poletrans 16 

(ñrocketshipò) type. The total population of these two types of submersible 17 

transformer is 109. There are twelve (12) remaining submersible transformers 18 

(rocketships) which are referred to in the 2015 replacement project. This project 19 

eliminates this type of transformer from the distribution system.   20 

b) The submersible transformer replacement program commenced in 2009. 21 

c) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 22 

and the differences in financial reporting methods, PowerStream is unable to provide 23 

meaningful 2009-2010 historical costs. 24 

d) Historical failures rates for submersible transformers for the years 2012 to 2014 25 

are shown below.  No failure information is available prior to 2011. 26 

 27 

  28 

Year 2011 2012 2013 2014

Submersible TX Failed 

Units*
0.47% 1.91% 1.48% 2.75%

*- Includes  other submersible transformer

Submersible Transformer Failure Rate



G-AMPCO-19 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Switchgear Replacement Program 4 

a) Please provide a breakdown of the total population of switchgears by type of 5 

switchgear.   6 

 7 

b) Please confirm the year the Switchgear Replacement Program commenced. 8 

 9 

c) Please provide the historical spending for the years 2009 and 2010. 10 

 11 

d) Page 1 ï The evidence indicates an abstract of the ACA Technical Report on 12 

Distribution Switchgear at PowerStream is attached.  Please provide the attachment 13 

and/or the reference. 14 

 15 

e) There were 30, 24 and 28 switchgear failures in 2011, 2012 and 2013 respectively.  16 

Please provide the switchgear failures by year for the years 2006 to 2010, and for 17 

2014.   18 

 19 

f) Please confirm PowerStreamôs end of life for in-service switchgears by type of 20 

switchgear. 21 

 22 

RESPONSE: 23 

a) The breakdown of the total population of switchgear units by type of switchgear are 24 

shown in the table below.  25 

Type of Switchgear 
 

Type Air Oil SF6 Solid Dielectric  

 

# of Units 1,212 481 152 2 
 

     
 

b) The Switchgear Replacement Program commenced in 2010. 26 

c) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, and 27 

the differences in financial reporting methods, PowerStream is unable to provide 28 

meaningful 2009-2010 historical costs. 29 



d) Refer to AMPCO 19d, Appendix D. 1 

e) The number of failures for 2006 to 2010 and 2014 are shown in Appendix F, AMPCO 2 

19 d. Figure 7. 3 

f) PowerStreamôs End of Life for in-service switchgear units by type of switchgear is 4 

shown in the table below.  5 

 6 

Switchgear End of Life 
 

Type Air Oil SF6  

 

End of Life Years  30 30 30 
 

  7 



G-AMPCO-20 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Storm Damage ï Replacement of Distribution Equipment Due to Storm - South 4 

a) Please provide the storm damage costs for 2009 and 2010. 5 

 6 

b) Please provide the storm damage budget included in base rates. 7 

 8 

c) Please provide the major asset quantities replaced by year for the years 2009 to 9 

2014 and the corresponding costs associated with each asset group. 10 

 11 

d) Please provide the rationale for the proposed spending levels for the years 2015 to 12 

2020. 13 

 14 

RESPONSE: 15 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, and 16 

the differences in financial reporting methods, PowerStream is unable to provide 17 

meaningful 2009-2010 historical costs. 18 

b) Base rates are interpreted to be that which is included in the capital plan. All of the 19 

storm damage budget is included in the capital plan. 20 

c) Please refer to table below.   21 

 22 

d) Please refer to G-SEC-26.   23 

  24 



G-AMPCO-21 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Storm Damage ï Replacement of Distribution Equipment Due to Storm - North 4 

a) Please provide the actual storm damage costs for 2009 and 2010. 5 

 6 

b) Please provide the storm damage budget included in base rates. 7 

 8 

c) Please provide the major asset quantities replaced by year for the years 2009 to 9 

2014 and the corresponding costs associated with each asset group. 10 

 11 

d) Please provide the rationale for the proposed spending levels for the years 2015 to 12 

2020. 13 

 14 

RESPONSE: 15 

 16 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 17 

and the differences in financial reporting methods, PowerStream is unable to provide 18 

meaningful 2009-2010 historical costs. 19 

b) Base rates are interpreted to be that which is included in the capital plan. All of 20 

the storm damage budget is included in the capital plan. 21 

c) Refer to table below.   22 

 23 

d) Refer to G-SEC-26.   24 

  25 



G-AMPCO-22 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Switchgears ï Unscheduled Replacement of Failed Distribution Equipment - 4 

South 5 

a) Please provide the number of failed switchgears replaced by year for the years 2009 6 

to 2014. 7 

 8 

b) Please indicate the number of failed switchgear replaced by year that was not at or 9 

beyond end of life. 10 

 11 

RESPONSE: 12 

a) For the table below and part b, PowerStream has not provided data for 2009 and 13 

2010. The data is difficult to obtain. 14 

 15 

 16 
 17 

b) Please refer to the table below. 18 

 19 

 20 

 21 

 22 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

G-AMPCO-23 17 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 18 

 19 

Switchgears ï Unscheduled Replacement of Failed Distribution Equipment ï 20 

North 21 

a) Please provide the number of failed switchgears replaced by year for the years 2009 22 

to 2014. 23 

 24 

b) Please indicate the number of failed switchgears replaced by year in part (a) that 25 

were not at or beyond end of life. 26 

 27 

c) Please discuss the rational for the proposed spending levels for the years 2015 to 28 

2020. 29 

 30 



RESPONSE: 1 

 2 

a) For the table below and part b, PowerStream has not provided data for 2009 and 3 

2010. The data is difficult to obtain. 4 

 5 

  6 

b) Please refer to the table below. 7 

 8 

 9 
 10 

c) Please refer to PowerStreamôs IR response for G-SEC-26. 11 

   12 

 13 

  14 



G-AMPCO-24 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Unscheduled Replacement of Failed Equipment ï Poles South 4 

a) Please provide the historical spending for the years 2009 and 2010. 5 

 6 

b) Please provide the quantities of failed equipment by asset for the years 2009 to 7 

2014. 8 

 9 

RESPONSE: 10 

 11 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 12 

and the differences in financial reporting methods, PowerStream is unable to provide 13 

meaningful 2009-2010 historical costs. 14 

b) Please refer to table below. 15 

 16 

 17 

 18 

 19 

  20 



G-AMPCO-25 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Unscheduled Replacement of Failed Equipment ï Poles North 4 

a) Please provide the historical spending for the years 2009 and 2010. 5 

 6 

b) Please provide the quantities of failed equipment by asset for the years 2009 to 7 

2014. 8 

 9 

RESPONSE: 10 

 11 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 12 

and the differences in financial reporting methods, PowerStream is unable to provide 13 

meaningful 2009-2010 historical costs. 14 

b) Please refer to the table below. 15 

 16 

 17 

 18 

  19 



G-AMPCO-26 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Pole Replacement Program 4 

a) Please provide the in-service population of wood poles that are at end of life as at 5 

December 31, 2014 and confirm the end of life used by PowerStream for wood 6 

poles. 7 

 8 

b) Please provide the historical spending for the years 2009 and 2010. 9 

 10 

c) Please provide the annual failure rate for poles for the years 2009 to 2014. 11 

 12 

d) Please provide the number of failed poles by year in part (e) that are not at or 13 

beyond end of life. 14 

 15 

e) Please provide the number of concrete poles. 16 

 17 

RESPONSE: 18 

 19 

a) There are 3,301 in-service wood poles that are equal to or beyond End of Life 20 

(EOL). EOL for wood poles at PowerStream is 45 years. 21 

b) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 22 

and the differences in financial reporting methods, PowerStream is unable to provide 23 

meaningful 2009-2010 historical costs. 24 

c) The table below lists the annual failure rate of those poles that failed. 25 

PowerStream has not provided data for 2009. The data is difficult to obtain.  26 

 27 

d) There have been no failures of concrete poles that are not at or beyond EOL. 28 

e) PowerStream owns 1,343 concrete poles.  29 



G-AMPCO-27 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Unforeseen Projects Initiated by PowerStream ï North and South 4 

a) Please provide the historical expenditures for the years 2009 and 2010. 5 

 6 

b) Please explain the increase in spending in 2013.  7 

 8 

RESPONSE: 9 

 10 

a) Due to the merger of PowerStream with Barrie Hydro Distribution Inc. in 2009, 11 

and the differences in financial reporting methods, PowerStream is unable to provide 12 

meaningful 2009-2010 historical costs. 13 

b) The second quarter forecasted budget indicated a shortfall in planned spending 14 

for 2013. It was recognized that the shortfall projects would result in increased cost 15 

pressures in 2014. As such, it was decided that a number of high value 2014 16 

distribution system projects would be advanced. PowerStream treated the advanced 17 

projects as Unforeseen Projects Initiated by PowerStream. 18 

  19 



G-AMPCO-28 1 

REF: Ex. G-Tab 2-Appendix A: Project Investment Summaries 2 

 3 

Storm Hardening and Rear Lot Supply ï North and South 4 

a) Please provide the number of rear lot locations. 5 

 6 

b) Please provide a breakdown of the proposed 2015 to 2020 budget between the 7 

three work programs: conversion of rear lot overhead, 4-circuit pole storm guying 8 

and in-line guying and relocation of flood sensitive equipment by year. 9 

 10 

c) Please provide the number of rear lot conversions planned for each year for the 11 

period 2015 to 2020. 12 

 13 

d) Please discuss when the conversion of rear lot project is expected to end. 14 

 15 

RESPONSE: 16 

 17 

a) PowerStream has 4,670 customers that are rear lot supplied. These customers are 18 

located in 35 rear lot geographic areas which are divided into 50 projects. 19 

b) The breakdown of the proposed 2015 to 2020 budget between the three work 20 

programs: conversion of rear lot overhead, 4-circuit pole storm guying and in-line guying 21 

and relocation of flood sensitive equipment by year is shown in the table below. 22 

23 
   24 

c) The number of rear lot conversions planned for each year for the period 2015 to 25 

2020 is shown in the table below. 26 



 1 

d) It is estimated that the rear lot program will end in 2029. 2 

 3 

  4 



G-CCC-44 1 

REF: Ex. G/T1/p. 2 2 

Please identify the nature of the expenditures and the costs included in each year 3 

related to the Green Energy Act (those that would have been previously captured in 4 

deferral accounts.)  5 

 6 

RESPONSE:  7 

 8 

Tables G-CCC-44-1 and G-CCC-44-2 below provide a summary of the deferred renewable 9 

generation and smart grid projects as of December 31, 2014 plus 2015 to 2020 forecasted 10 

amounts. These amounts have been added to rate base based on the expected in-service 11 

dates of the projects. 12 

 13 

Table G-CCC-44-1: Renewable Generation Enabling Investments ($000) 14 

  2014 2015 2016 2017 2018 2019 2020 Total Notes 

WIMAX  $     848.3   $           -     $             -     $             -     $             -     $             -     $             -     $        848.3  1 

Current Limiting Reactors  $     221.0               $        221.0  2 

Stations  Program   $       37.8   $      81.4             $        119.2  3 

CIS programming  $       14.0               $          14.0  4 

TOTALS  $ 1,121.2   $      81.4   $             -     $             -     $             -     $             -     $             -     $    1,202.6    

Notes:                 

1.  Build a WIMAX communications network for FIT generators to allow for remote trip and monitoring of FIT generators 

2. Install in TS's fault reduction reactor to improve fault levels to accommodate FIT generation connections.  Reduce the short circuit current to manageable 

levels 

3. Install program feeder protections and fibre communication to accommodate generator transfer trip schemes at various Transformer stations 

4. Update the customer information system to track and bill renewable generators.   

 15 

Table G-CCC-44-2: Smart Grid (SG) Expenditures ($000) 16 

  2014 2015 2016 2017 2018 2019 2020 Total Notes 

Electric vehicles  $       39.9               $          39.9  1 



Digital fault indicators  $     156.9   $     212.2             $        369.1  2 

Geomagnetic induced Current 

("GIC")  $       40.4               $          40.4  3 

EV charging stations  $       27.8   $     535.0             $        562.8  4 

Smart Grid strategy  $       58.5               $          58.5  5 

Micro grid  $ 1,166.7   $     176.6             $    1,343.2  6 

Home Technologies and 

Green Button  $     144.0     $      703.5           $        847.5  7 

SG technology  $       67.1   $        11.5   $      330.1           $        408.7  8 

Automatic feeder Restoration  $     129.2   $     204.6             $        333.8  9 

Storage Technologies  $         1.1   $     423.5   $      160.5           $        585.1  10 

Analytics technologies  $         1.9   $     267.5             $        269.4  11 

TOTALS  $ 1,833.6   $  1,830.8   $  1,194.1           $    4,858.5    

Notes                   

1)  Electric vehicles and related pilot testing to utilize power from the distribution grid.  In  2013 to 2014 PS was investigating the application of V2H [ 

vehicle to home).  Vehicles powering up homes.  

2)  PS successfully demonstrated the application of the Sensus Flexnet AMI system to deliver fault location, magnitude and other information to the control 

room.  Additional application includes system performance relating to capacity and priortization. 

3)  PowerStream had successfully utilized GIC technology to detect solar induced current which was tripping transformers and causing outages.  Advance 

notice to operators would avoid premature outages.  Effectiveness being monitored by system operators. 

4)  PS is operating a Level III charger at our Cityview Head Office to identify the grid impact and customer usage patterns. Examples of learnings include 

the wide variation in actual amperage draw (independent of charger capacity) dependent on factors such as temperature and vehicle battery state-of-

charge. In 2015, PowerStream will make any necessary upgrades and changes to this system as well as maintain operations. 

5)  PS has engaged various consultants to work with PS in developing an effective Smart grid strategy and plan including ongoing consultation with MOE 

to avoid duplicative work.   Navigant has been one of the key partners in this work 

6) PS is currently operating a demonstration micro grid including  a control system to provide an automated system.  

7)  PowerStream is the LDC partner on the Rogers Ministry of Energy Smart Grid Fund Smart Home project. PS is supporting the introduction of energy 

management capabilities into the Rogers Smart Home offering. This will provide energy conservation and cost reduction to our customers.  In addition, PS 

is a partner in the Energate Ministry of Energy Smart Grid Customer Opt-in dynamic pricing project.  PS is currently introducing a voluntary residential 

dynamic pricing plan to residential customers  whereby daily on-peak price varies in response to overall provincial demand. Shift consumption away from 

the more expensive on-peak price period to a lower price periods   

8)  PS is an observer LDC on the Opus OneMinistry of Energy Smart Grid Fund Distributed Generation Integration with Distributed Energy Management 

and Storage Network project. The experiences and observations from this project will be used in developing a Advanced Distribution Management 

Systems and Energy Management Systems. 

9) Part of SG technology.  Special hardware and software that support more effective feeder restoration. 

10) Partnering with other companies to develop and pilot battery storage systems and other electrical storage systems as part of the smart grid 



  1 

11)  PS in partnership with our Operational Data Store vendor, has developed an advanced transformer loading tool that leverages our residential and 

commercial-industrial smart meter data. Access to detailed hour by hour transformer loading that can be used to optimize asset utilization and identify over 

and underloaded transformers. In 2015, PowerStream will update this tool to integrate into our new CIS system. 



G-CCC-45 1 

REF: Ex. G/T2/p. 2 2 

The Capital Budget for the period 2016-2020 is increasing by 39% relative to the 3 

spending in the period 2011-2015.  Please explain how PowerStream has the capacity 4 

to ramp up capital spending by this magnitude.  What proportion of PowerStreamôs 5 

capital work is carried out using permanent staff and how much is carried out through 6 

contractors?  7 

 8 

RESPONSE:  9 

Notwithstanding any future plans to increase staffing, PowerStream plans to utilize 10 

contract resources for whatever work cannot be completed in-house.   As identified in 11 

response to G-SEC-27 c, the proportion of capital work carried out using contractors is 12 

as shown in the table below: 13 

 14 

15 
  16 

Actual Actual Actual Budget Budget Budget Budget Budget Budget

2012 2013 2014 2015 2016 2017 2018 2019 2020

Contract / Consulting / Prof Serv 46,409,337      56,519,306      70,507,262      57,216,885      60,709,568      65,721,892      64,740,797       70,610,138       69,022,129      

Total Capital Spend - Rate Based 74,915,000      93,500,000      109,488,127    118,399,999    132,800,017    131,499,752    125,399,834     125,400,540     125,400,071    

% of Total 62% 60% 64% 48% 46% 50% 52% 56% 55%



G-CCC-46 1 

REF: Ex. G/T2/p. 2 2 

Please explain why the capital budget amounts for 2018-2020 are the same.  How were 3 

these budgets developed?   How does PowerStream intend to manage the risk to 4 

ratepayers that the capital expenditures in each year may be less than the forecasts 5 

embedded in rates?   Has Powerstream included efficiencies into these budgets?  If so, 6 

please explain how.   7 

 8 

RESPONSE:  9 

The 2015-2020 budgets were developed in accordance with the Asset Management 10 

Process described in Exhibit G Tab 2 Section 5.3.1 pages 25-28, and optimized in 11 

accordance with Asset Lifecycle Optimization Policies and Procedures shown in Exhibit 12 

G Tab 2 Section 5.3.3 Pages 16 ï 38.  The finance department considers affordability 13 

and rate planning per Section 5.3.3 Page 18.  14 

 15 

PowerStream will monitor the capital program in accordance with the DSP 5.2.3 metric 16 

5, page 2. Please see the response to A-CCC-4 17 

 18 

Refer to G-SEC-21 for efficiencies. 19 

  20 



G-CCC-47 1 

REF: Ex. G/T2/p. 2 2 

What accounted for the significant jump in System Service expenditures in 2013?    3 

 4 

RESPONSE:  5 

 6 

As stated in Exhibit G, Tab 2, Section 5.4.4, page 8 of 14, ñThe large increase from 7 

2012 of $21,010,055 was due to increased expenditures for cable replacement and 8 

cable injection projects and programs, increase expenditures in additional capacity lines 9 

projects (new feeders), increased expenditures for overhead lines projects, and 10 

increased expenditures for distribution automation.ò   For more details on the historical 11 

expenditures in the cable projects and programs, please refer to the Historical/Planned 12 

tables and graphs for Project 100851 (Cable Replacement) and Project 100835 (Cable 13 

Injection) found in Exhibit G, Tab 2, Appendix A, pages 299-301, and 296-298, 14 

respectively.    15 

  16 



G-CCC-48 1 

REF: Ex. G/T2/p. 2 2 

 3 

PowerStream is undertaking a significant amount of capital spending relative to 4 

historical levels during the term of the rate plan.  How will ratepayers and the Board be 5 

able to assess whether the capital spend in each year was undertaken cost-effectively? 6 

 7 

RESPONSE:  8 

 9 

In setting just and reasonable rates, testing for prudence of past expenditures has 10 

always been and remains open to intervenors and the Board.  Prudence reviews include 11 

not only whether an expenditure ought not to have been made but whether it was made 12 

cost-effectively.  Prudence testing would be open for intervenors and the Board at the 13 

time of next of rebasing following this 5 year rate plan. 14 

  15 



G-CCC-49 1 

REF: Ex. G/T3/p. 1 2 

 3 

Has PowerStream undertaken any internal analysis or external studies to determine 4 

whether or not the 13% Working Capital Analysis is appropriate for PowerStream?  If 5 

so, please provide that analysis.  If not, why not?  What would be the impact on the test 6 

year revenue requirements if the WCA was reduced to 9%?   7 

 8 

RESPONSE:  9 

 10 

PowerStream has used the Boardôs default working capital allowance factor, currently 11 

13%, in its rate applications including this one. 12 

PowerStream feels that the Boardôs default WCA factor is reasonable and has not felt 13 

the need to do a lead lag study. 14 

Table G-CCC-49-1 below shows the effect on the working capital allowance portion of 15 

rate base if the WCA Factor is changed from 13% to 9%. 16 

  17 



Table G-CCC-49-1: Effect of 9% Working Capital (ñWCò) Factor on Working 1 

Capital Allowance ($000) 2 

  2016 2017 2018 2019 2020 

WC Base:           

Cost of Power 1,103,218 1,111,266 1,158,754 1,184,080 1,203,134 

Distribution Expenses 96,216 98,112 99,920 102,195 104,193 

Working Capital Base 1,199,434 1,209,378 1,258,674 1,286,274 1,307,328 

WC Allowance:           

WC Allowance @ 13%  $      155,926   $      157,219   $      163,628   $      167,216   $      169,953  

WC Allowance @ 9%  $      107,949   $      108,844   $      113,281   $      115,765   $      117,660  

WC Allowance Decrease  $        47,977   $        48,375   $        50,347   $        51,451   $        52,293  

 3 

Table G-CCC-49-2 below shows the impact of the rate base reduction, which equals the 4 

WC Allowance Decrease from Table G-CCC-49, on the revenue requirement for the 5 

2016 to 2020 test years. 6 

Table G-CCC-49-2: WC Allowance Reduction Impact on Revenue Requirement 7 

 

2016 2017 2018 2019 2020 

Reduction in Rate Base  $        47,977   $        48,375   $        50,347   $        51,451   $        52,293  

Return on Rate Base % 6.02% 6.08% 6.10% 6.10% 6.10% 

Return on Rate Base $  $          2,890   $          2,943   $          3,069   $          3,136   $          3,188  

Taxes1  $          1,042   $          1,061   $          1,107   $          1,131   $          1,149  

Decrease in Revenue 

Requirement  $          3,932   $          4,004   $          4,176   $          4,267   $          4,337  

1. Taxes are calculated as Return times 26.5% tax rates times 1/(1-0.265%) gross up factor. 

 8 

G-Energy Probe-11 9 

REF: Ex. G, Tab 1  10 

 11 



Please update Table 1 to reflect actual data for 2014.  If actual data for 2014 is not 1 

yet available, please update the table to reflect the most recent year-to-date actuals, 2 

along with the current estimate for the remainder of 2014. 3 

 4 

RESPONSE: 5 

 6 

Table 1 does reflect 2014 Actual data. 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

G-Energy Probe-12 23 

REF: Ex. G, Tab 2a and Appendix G-2a-1 24 

 25 

a) Please update Tables 2 and 3 to reflect actual data for 2014.  If actual data for 26 

2014 is not yet available, please update the table to reflect the most recent year-to-27 

date actuals, along with the current estimate for the remainder of 2014. 28 

b) Please update and provide a live Excel spreadsheet for Appendix G-2a-1 to 29 



reflect actual data for 2014.  If actual data for 2014 is not yet available, please 1 

update the table to reflect the most recent year-to-date actuals, along with the 2 

current estimate for the remainder of 2014. 3 

c) Does the 2015 capital expenditure and capital addition forecast represent the 4 

most current outlook for the bridge year?  If not, please update all relevant tables 5 

and spreadsheets to reflect the most current forecast. 6 

 7 

RESPONSE: 8 

 9 

a) Tables 2 and 3 reflect 2014 actual data 10 

 11 

b)  Appendix G-2a-1 is 2014 Actual data. 12 
 13 

c) Yes, the submitted forecast is the most current outlook for the 2015 bridge year. 14 
 15 

 16 

 17 

 18 

 19 

 20 

 21 

G-Energy Probe-13 22 

REF: Ex. G, Appendix G-2a-1 23 

 24 

a) In each of the years shown, the disposals/adjustments for costs are significantly 25 

higher than for accumulated depreciation. Does this mean that the assets being 26 

disposed of are not fully depreciated?  If not, please explain the difference between 27 

the two adjustments. 28 

b) Please explain how the disposals for costs of $2,734 was estimated for 2016 and 29 

why this figure is unchanged in each of 2017 through 2020. 30 

c) Please explain how the disposals for accumulated depreciation of $770 in 2016 31 

and $829 in 2017 was estimated and why this latter figure is unchanged in each of 32 



2018 through 2020. 1 

 2 

RESPONSE: 3 

 4 

a) Yes. Accidents, storm damage and other unplanned dispositions are common and 5 

often the cost of the asset exceeds the accumulative depreciation.   In 2015 to 6 

2020 there is also the removal of the GS>50 non interval meters that are required 7 

to be replaced by time of use meters in accordance with OEB notice of 8 

amendment EB-2013-0311.  Most of these meters will not be fully depreciated at 9 

the time of removal from service. 10 

b) In forecasting the 2015 to 2020 dispositions PowerStream used the actual history 11 

from 2012 and 2013 and calculated an average as a base.  As there is a high 12 

degree of unpredictability regarding the dispositions in any one year it was 13 

decided that the average amounts would be used for all the test years.  14 

c) In responding to this question, it was discovered that the estimated accumulated 15 

depreciation for dispositions was based on 2014 actuals rather than an average of 16 

the 2012 and 2013 actuals. In Table G-EP-13-1 below, the estimated 17 

accumulated depreciation for dispositions has been restated on a basis consistent 18 

with the estimated cost of dispositions. There should not be a difference between 19 

2016 and the other test years.   20 

Table G-EP-13-1: Restated Accumulated Depreciation on Dispositions 21 

 

2015 2016 2017 2018 2019 2020 Totals 

Restated               

"Base" estimate  $         129,844   $      129,844   $  129,844   $  129,844   $  129,844   $  129,844   $   779,065  

GS>50 meters  $  330,258   $     587,858   $  587,858   $    87,858   $   87,858   $  587,858   $  3,269,550  

Restated Total  $     460,102   $      717,703   $  717,703   $  717,703   $ 717,703   $ 717,703   $ 4,048,615  

Previous  $     571,527   $  770,144   $  770,144   $ 770,144   $  770,144   $  770,144   $  4,422,247  

Change -$    111,425  -$     52,441  -$  52,441  -$    52,441  -$    52,441  -$    52,441  -$     373,632  

 22 

PowerStream proposes to update the fixed asset amounts to reflect the lower 23 

restated amount of accumulated depreciation on dispositions shown in Table G-EP-24 

13-1.   25 

     26 



 1 

 2 

 3 

 4 

 5 

 6 

  7 



G-Energy Probe-14 1 

REF: Ex. G, Appendix G-2a-1 2 

 3 

a) For each of 2016 through 2020, please show the composition of the fully allocated 4 

depreciation (excluding non-distribution) between the amounts capitalized and the 5 

amount expensed. 6 

b) Please confirm that the amounts expensed are included in the OM&A expenses.  7 

If this cannot be confirmed, please explain. 8 

 9 

RESPONSE: 10 

a) See Table G-EP-14-1 below for allocation of depreciation that goes into the 11 

burden pool. 12 
 13 

 14 
Table G-EP-14-1: Allocation of Depreciation in Burden Pool 15 

Deprecation 

Class 2016 2017 2018 2019 2020 

Vehicle 

Depreciation           

Allocation %:           

Capital 74% 74% 74% 74% 74% 

OM&A  26% 26% 26% 26% 26% 

     Total Vehicle 

Alloc. 100% 100% 100% 100% 100% 

            

Tools 

Depreciation              

Allocation %:           

Capital 37% 37% 37% 37% 37% 

OM&A  63% 63% 63% 63% 63% 

     Total Tools 
100% 100% 100% 100% 100% 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

b) PowerStream confirms that a portion of the fully allocated depreciation is allocated to 14 

OM&A as shown in our response to part (a) above.  The OMA allocation is based 15 

primarily on the expected utilization of the underlying assets. 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

G-Energy Probe-15 25 

REF: Ex. G, Tab 2b & ICM True Up Model 26 

 27 

a) Please confirm that the figures shown for 2014 in the true up model are all 28 

Alloc. 

            

Stores 

Depreciation           

Allocation %:           

Capital 97% 97% 97% 97% 97% 

OM&A  3% 3% 3% 3% 3% 

     Total Stores 

Alloc. 100% 100% 100% 100% 100% 



actuals.  If not, please update the model to reflect actual data for 2014. 1 

b) Please confirm that all of the capital additions shown in the true model were 2 

placed into service in 2014 and were used or useful in that year.  If this cannot be 3 

confirmed, please provide details. 4 

c) Please explain why the incremental rate rider was not sufficient to cover the 5 

incremental capital costs despite the actual capital expenditures being lower than 6 

the forecast cost.  In responding to this question, please provide a version of Sheet 6 7 

(Incremental Capital Adjustment) that compares side by side the figures based on 8 

the actual expenditures and those used to derive the rate rider. 9 

 10 

RESPONSE: 11 

a) PowerStream confirms that the figures shown for 2014 in the ICM True up Model 12 

represent 2014 actual data. 13 

 14 

b) PowerStream confirms that all of the capital additions shown in the ICM True up 15 

Model were placed into service in 2014 and were used or useful in that year. 16 

 17 

c) Please note that PowerStream has updated the ICM True-up model to use 18 

unreduced CCA consistent with the 2014 ICM Workforms. The revised model is 19 

filed as G-Energy Probe-15 Appendix A.  20 

 21 

As shown in Table G-EP-15-1 below, the updated true-up amount is a refund to 22 

customers of $22,097. PowerStream will correct this in the first update. 23 

 24 
 25 
 26 
 27 
 28 
 29 

Table G-EP-15-1: Incremental Capital Adjustment (ICM) True-up 30 
 31 

      2014   2015   Total 

                  

ICM Incremental Revenue Requirement (from 

Sheet 6)  $             924,059     $           924,059     $           1,848,118  

                  

Interest on Deferred and forecasted Amortization 

Expense (Sheet 8)  $                 2,543     $              7,629     $                10,172  



                  

                  

ICM Funding Adder Revenues (from Sheet 7)  $             927,500     $           928,000     $           1,855,500  

                  

ICM Funding Adder Interest (from Sheet 7)  $                 5,000     $             19,887     $                24,887  

                  

Net Deferred Revenue Requirement -$                 5,898    -$             16,198    -$                22,097  

                  

 1 

 2 

Table G-EP-15-2 below compares the actual ICM revenue requirement calculation to the 3 

estimated ICM revenue requirement approved in PowerStreamôs 2014 IRM rate application.  4 

 5 

 6 

  7 



Table G-EP-15-2: Incremental Capital Adjustment (ICM) Actual vs. ICM 1 

Model 2 

 3 

 4 

G-Energy Probe-16 5 

REF: Ex. G, Tab 3 6 

 7 

Return on Rate Base
Incremental Capital CAPEX 10,956,281$          B 11,326,840$          

Depreciation Expense 346,001$               C 260,582$               

Incremental Capital CAPEX to be included in Rate Base 10,610,281$          D = B - C 11,066,259$          

Deemed ShortTerm Debt % 4.0% E 424,411$               G = D * E 4.0% 442,650$               

Deemed Long Term Debt % 56.0% F 5,941,757$            H = D * F 56.0% 6,197,105$            

Short Term Interest 2.08% I 8,828$                   K = G * I 2.08% 9,207$                   

Long Term Interest 4.15% J 246,583$               L = H * J 4.15% 256,898$               

Return on Rate Base - Interest 255,411$               M = K + L 266,105$               

Deemed Equity % 40.0% N 4,244,112$            P = D * N 40.0% 4,426,503$            

Return on Rate Base -Equity 8.93% O 378,999$               Q = P * O 8.93% 395,287$               

Return on Rate Base - Total 634,410$               R = M + Q 661,392$               

Amortization Expense

Amortization Expense - Incremental C 346,001$               S 260,582$               

Grossed up PIL's

Regulatory Taxable Income O 378,999$               T 395,287$               

Add Back Amortization Expense S 346,001$               U 260,582$               

Deduct CCA 885,386$               V 906,147$               

Incremental Taxable Income 160,386-$               W = T + U - V 250,279-$               

Current Tax Rate (F1.1 Z-Factor Tax Changes) 26.0% X 26.0%

PIL's Before Gross Up 41,700-$                 Y = W * X 65,073-$                 

Incremental Grossed Up PIL's 56,352-$                 Z = Y / ( 1 - X ) 87,936-$                 

Ontario Capital Tax
Incremental Capital CAPEX 10,956,281$          AA 11,326,840$          

Less : Available Capital Exemption (if any) -$                       AB -$                       

Incremental Capital CAPEX subject to OCT 10,956,281$          AC = AA - AB 11,326,840$          

Ontario Capital Tax Rate (F1.1 Z-Factor Tax Changes) 0.000% AD

Incremental Ontario Capital Tax -$                       AE = AC * AD -$                       

Incremental Revenue Requirement
Return on Rate Base - Total Q 634,410$               AF 661,392$               

Amortization Expense - Total S 346,001$               AG 260,582$               

Incremental Grossed Up PIL's Z 56,352-$                 AH 87,936-$                 

Incremental Ontario Capital Tax AE -$                       AI -$                       

Incremental Revenue Requirement 924,059$               AJ = AF + AG + AH + AI 834,037$               

2014 IRM



a) Does PowerStream bill all of its customers on a monthly basis?   1 

b) If not, please provide, by rate class, the number of customers billed on a monthly 2 

basis and the number of customers billed on a bi-monthly basis and the number of 3 

customers billed on any other applicable frequency. 4 

c) If not, please provide, by rate class, the revenue associated with customers 5 

broken out for each billing frequency. 6 

 7 

RESPONSE: 8 

a) No.  PowerStream bills its Residential customers on a bi-monthly basis and the 9 
rest of the customers on a monthly basis.  10 

 11 

b) Please see table below for total customer numbers billed on a monthly vs. bi-12 

monthly basis.   13 

 14 

 15 

 16 

c) Please see table below for revenue associated with customers broken out for 17 
each billing frequency: 18 

 19 

 20 

 21 

G-Energy Probe-17 22 

REF: Ex. G, Tab 3 23 

 24 

In the February 5, 2015 Notice of Proposal for Proposed Amendments to the 25 

Distribution System Code, the Board has indicated that distributors must move to 26 

monthly billing for all non-seasonal residential and GS<50 customers by January 1, 27 

2017. 28 

Customers 2016 2017 2018 2019 2020

Customers billed bi-monthly 327,907       333,673      339,480     345,362     351,406       

Customers billed monthly 40,757         41,317        41,892        42,484       43,102         

Total Customers 368,663       374,990      381,372     387,845     394,508       

Revenue 2016 2017 2018 2019 2020

Customers billed bi-monthly 103,692,721$   114,090,187$   120,370,009$   126,541,479$   132,133,185$   

Customers billed monthly 87,754,456$     95,913,608$     100,317,080$   104,705,105$   108,735,415$   

Total Revenue 191,447,177$  210,003,796$  220,687,089$  231,246,584$  240,868,600$  



a) Are any costs or benefits built into the application to reflect his change? 1 

b) Please provide the estimated costs and benefits of moving to monthly billing 2 

beginning in 2017. 3 

c) What is the estimated change in the working capital needed to move these 4 

customers to monthly billing? 5 

 6 

RESPONSE: 7 

a) No.  8 

 9 

b) Estimated costs are as follows:  10 
 11 

¶ One-time system related cost: approximately $3M for system 12 
development, interface, configuration changes, testing, bill design, etc.  13 

 14 

¶ Incremental on-going OM&A cost: on average about $4.2M annually 15 
beginning in 2017 to cover such costs as labour, postage, paper envelops 16 

and bills, printing, banking fees, 3rd party collection activities, etc.  17 

 18 

Estimated benefits would include 1) an annual reduction on bad debt expense 19 

estimated at approximately $358k on average; and 2) an opportunity for 20 

customers to budget better with the monthly billing.  21 

c) Please see response to G-CCC.49.  22 

  23 



G-Energy Probe-18 1 

REF: Ex. G, Tab 3 2 

 3 

For each electricity distributor in Ontario that has filed a Custom IR filing, please 4 

indicate: 5 

 i) whether a lead/lag study was as filed as part of the application; 6 

 ii) and if so, what the WCA percentage was. 7 

 8 

RESPONSE: 9 

i. The following LDCs have filed Custom IR Applications: Horizon Utilities, Hydro 10 

One Distribution, and Toronto Hydro. All of the above filed a Lead/Lag Study as 11 
part of the application. 12 

 13 

ii. The WCA percentage filed as per Lead/Lag Study and Board-Approved, if 14 

applicable, is summarized in Table G-EP-18-1 below. 15 
 16 

 17 

Table G-EP-18-1: WCA % Summary Table 18 

 19 

 20 

 21 

 22 

 23 

 24 

G-Energy Probe-19 25 

REF: Ex. G, Tab 4 & G-4-1 26 

 27 

Please provide a live Excel version of G-4-1 that includes all the formulae used in 28 

LDC WCA % as per Lead/Lag Study WCA % Board-Approved

Horizon Utilites 12.70% 12.00%

Hydro One 7.47% 7.40%

Toronto Hydro 7.99% N/A



the calculation of the total cost of power. 1 

 2 

RESPONSE: 3 

 4 

Please refer to G-Energy Probe-19 Appendix A for Cost of Power calculation. 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

G-Energy Probe-20 22 

REF: Ex. G, Tab 4 23 

 24 

a) PowerStream proposes to update the cost of power forecast for the commodity 25 

and global adjustment rates for RPP and non-RPP customers to reflect the most 26 

current parameters in the RPP Price Reports for 2016.  Does PowerStream also 27 

propose to update the IESO related charges and/or Hydro One related charges 28 

based on the most current information available at the same time as the update of 29 



the commodity and global adjustment rates?  If not, why not? 1 

 2 

b) For 2017 through 2020, please confirm that PowerStream is not proposing to 3 

update the load forecast or the split between RPP and non-RPP volumes based on 4 

the most recent information available. 5 

 6 

RESPONSE: 7 

 8 

a) Yes.  PowerStream is proposing to update the IESO related charges and/or 9 

Hydro One related charges based on the most current information available at 10 

the same time as the update of the commodity and global adjustment rates.  11 

 12 

b)  Confirmed. PowerStream is not proposing to update the load forecast or the split 13 

between RPP and non-RPP volumes based on the most recent information 14 

available. 15 

 16 

 17 

 18 

 19 

G-SEC-15 20 

REF: Ex. G-2 21 

 22 

Does PowerStream have a longer term capital plan than what was included in its 23 

Distribution System Plan, either as a separate document or part of another document? If 24 

so, please provide a copy.  25 

 26 

RESPONSE:  27 

Please see latest version of PowerStreamôs Corporate 10 Year Plan attached as G-28 
SEC-15 Appendix A. 29 

 30 

 31 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

G-SEC-16 14 

REF: Ex. G-2-5.2.3, p.4-5 15 

 16 

With respect to the Work Order Closing Variance Metric: 17 

a. What level of variance requires management approval? i.e. the ñprescribed limitsò? 18 

b. It would appear from Figure 2 that in 2014 only 42% of work orders were completed 19 

within the variance (not requiring management approval). Please explain the reasons 20 

for this low number and any corrective actions that PowerStream is undertaking.  21 

c. For 2014, please provide for all work orders that are part of Figure 2, the total actual 22 

dollars spent and the total approved budgeted amounts.  23 

d. Please provide similar information as set out in Figure 2, for 2012 and 2013.  24 

e. Please provide similar information as requested in part (c) for 2012 and 2013.    25 

 26 

RESPONSE:  27 

a) The level of variance that would require management approval is as follows: 28 



 1 

¶ for Projects with Gross Actual Totals of $100k or more, variances of +/-2 
10%, or more, require management approval; 3 

¶ for Projects with Gross Actual Totals of $25k-$100k, variances of +/-15% 4 
or more, require management approval; and 5 

¶ for Projects with Gross Actual Totals of less than $25k, variances of +/-6 
25% or more, require management approval. 7 

 8 
b) As shown in Figure 2, the 42% represents 235 out of 553 work orders 9 

reviewed in 2014 that did not require management approval.  Analysis of the 10 

causes for the 58% of work orders that did require management approval 11 

shows that the largest cause was labour-related, primarily less labour 12 

required than originally estimated.  PowerStream is using findings from the 13 
Work Order Review and Closing Variance Metric to improve processes, and 14 
is investigating changes to improve work order estimating.  15 
 16 

c) For 2014, for all work orders that are part of Figure 2, the total actual dollars 17 
spent and the total approved budgeted amounts are shown in the table below: 18 

 19 

2014 2014

Category and # of 

Work Orders

Sum of WO 

Gross Budget 

$

Sum of  WO 

Actual $

Capital (167) 32,765,315$   28,262,639$   

ICI (58)  $    2,124,799  $    2,438,106 

Subdivision (32)  $    7,210,501  $    6,293,873 

Non-Paper Trail (61) 9,810,060$     10,262,967$   

Total (318) 51,910,676$   47,257,586$    20 
 21 

d) The Table as set out in Evidence Figure 2 for Year 2013 is shown below.   The 22 

Work Order Review and Closing Process, in its current form, did not exist in 2012. 23 

 24 

 25 



1 
 2 
 3 

e) For 2013, for all work orders that are part of table above, the total actual dollars 4 

spent and the total approved budgeted amounts are shown in the table below. The 5 

Work Order Review and Closing Process, in its current form, did not exist in 2012. 6 

 7 

2013 2013

Category and # of 

Work Orders

Sum of WO 

Gross Budget 

$

Sum of  WO 

Actual $

Capital (68) 7,116,319$     6,355,446$     

ICI (30) 942,576$        916,823$        

Subdivision (24) 7,069,032$     5,576,371$     

Non-Paper Trail (0) N/A N/A

Total (122) 15,127,927$   12,848,640$    8 

 9 

  10 

Work Order Review Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2013

Capital - 12 - 10 - 8 8 4 - - 15 11 68

ICI - - - 3 - 7 4 2 - - 1 13 30

Subdivision 1 - - 3 - 5 4 2 - - - 9 24

Non Paper Trail - - - - - - - - - - - - 0

TOTAL 1 12 0 16 0 20 16 8 0 0 16 33 122

Capital - 9 3 - 1 - - 1 - - 15 - 29

ICI - - - - 2 3 6 1 - - 5 - 17

Subdivision - 2 1 - - 1 - 2 - - - - 6

Non Paper Trail - - - - - - - - - - - - 0

TOTAL 0 11 4 0 3 4 6 4 0 0 20 0 52

% 0 48 100 0 100 17 27 33 N/A N/A 56 0 30

# of Reviews Issued Requiring Management Approval

# of Reviews Not Requiring Management Approval

Percent of Work Orders Completed Within Variance (Not Requiring Management Approval)



G-SEC-17 1 

REF: Ex. G-2-5.2.3, p.6 2 

 3 

 Please provide relevant examples of the implementation of the ñJourney to Excellenceò.  4 

 5 

RESPONSE:  6 

 7 

As noted in the Consolidated Distribution System Plan, Section 5.2.3, page 6 of 19, one 8 

of the six driving forces behind the journey is customer experience.  Examples that 9 

support the Journey to Excellence with respect to customers include PowerStreamôs 10 

implementation of its customer experience plan, customer satisfaction surveys, and the 11 

DS Plan public engagement included in the DS Plan. 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

G-SEC-18 27 

REF: Ex. G-2-5.2.3, p.6 28 

 29 



Please provide a copy of the Customer Experience Plan.  1 

 2 

RESPONSE:  3 

 4 

Please see G-SEC-18 Appendix A for Customer Experience Plan 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

G-SEC-19 22 

REF: Ex. G-2-5.2.3, p.10-11 23 

 24 

 With respect to the 2013 Ice Storm, please provide copies of the referenced: 25 

a. Internal report  26 

b. System Hardening report.  27 



 1 

RESPONSE:  2 

 3 
These reports are attached as G-SEC-19 Appendix A (internal report) and G-SEC-19 4 
Appendix B (System Hardening report). 5 
 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

G-SEC-20 20 

REF: Ex. G-2-5.2.3, p.14-16 21 

With respect to reliability metrics: 22 

a. Please provide in tabular form Figures 3, 4 and 5. 23 

b. Please provide in tabular form Figures 6, 7 and 8. 24 

c. Please provide a forecast for SAIDI, SAIFI and CAIDI for 2016-2020. 25 

 26 

RESPONSE:  27 

a) 28 



  
PowerStream - All 
Events 

PowerStream Total 
Excluding LOS 

  CAIDI SAIFI SAIDI CAIDI SAIFI SAIDI 

2007 1.152 1.923 2.216 1.168 1.801 2.105 

2008 0.964 1.463 1.409 0.968 1.148 1.112 

2009 1.603 1.232 1.975 1.484 1.068 1.585 

2010 0.881 0.923 0.813 0.67 0.801 0.537 

2011 09.76 1.231 1.201 1.043 1.003 1.046 

2012 0.679 1.703 1.156 0.681 1.529 1.041 

2013 4.202 2.542 10.679 4.368 2.237 9.771 

2014 0.85 1.708 1.452 0.848 1.642 1.393 

b)  1 
 2 

  
CEA (Urban Utilities) 

  
                      PowerStream 
 

Year SAIFI SAIDI CAIDI SAIFI SAIDI CAIDI 

2008 1.44 1.73 1.20 1.46 1.41 0.96 

2009 1.33 1.80 1.35 1.23 1.98 1.60 

2010 1.42 1.87 1.32 0.92 0.81 0.88 

2011 1.36 1.63 1.20 1.23 1.20 0.98 

2012 1.82 1.93 1.06 1.70 1.16 0.68 

2013 1.74 6.52 3.75 2.54 10.68 4.20 

 3 

c) Powerstreamôs reliability model has only been created to forecast future SAIDI 4 

figures. For the years 2016-2020, the Predicted SAIDI Reliability figures, as seen 5 

in Section 5.3.3, page 37 of 38, Figure 8, are tabulated below. 6 

 7 

Year 2016 2017 2018 2019 2020 

SAIDI Upper Limit (Minutes) 82.87 82.67 82.64 81.07 81.07 

SAIDI target (Minutes) 68.02 64.69 61.54 59.97 59.97 

SAIDI Lower Limit (Minutes) 53.46 50.13 46.98 45.41 45.41 

 8 

 9 

 10 

 11 

 12 

 13 

 14 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

  9 



G-SEC-21 1 

REF: Ex. G-2-5.2.3 2 

Please explain how PowerStream is planning to be more efficient in executing its capital 3 

program in each of the plans. Please explain how that has been built into the plan 4 

budget.  5 

RESPONSE:  6 

PowerStream is not clear what is being asked by ñin each of the plansò.  To be of 7 

assistance PowerStream responds as below. 8 

 9 

Section 5.2.3 is about Performance Measurement for Continuous Improvement.  The 10 

Boardôs understandings and expectations are set out at the beginning of section 5.2.3 11 

and PowerStream has provided detailed evidence in that section.  As noted in the 12 

section, PowerStream will be using performance metrics 5 and 6 to monitor its 13 

execution of its plans. These metrics will assist PowerStream in driving to excellence in 14 

project execution to meet project scope, budget and timelines. 15 

 16 

Moreover, the capital investments and spending levels detailed in Exhibit G, Tab 2, 17 

Section 5.4.5 Justifying Capital Expenditures, represents the optimized minimum 18 

expenditures required to maintain the PowerStream distribution system in a reliable, 19 

and economical, state of repair for the present and the long term.   The proposed capital 20 

expenditures documented in the Distribution System Plan are the result of a well-21 

defined Asset Management Process as described in Section 5.4.1 of Exhibit G, Tab 2.    22 

As noted on page 3 of 28 PowerStreamôs asset management planning process, 23 

PowerStream uses corporate objectives (Foundations, Processes, Customers, 24 

Financial) as guiding principles in the decision making process to ensure that effective 25 

short and long term investment decisions are made to maximize the value of the assets 26 

to the company and provide optimal value to customers. 27 

 28 

While this is the first DSP Plan, and as such demonstration of continuous productivity 29 

improvements is a going forward proposition, PowerStream has provided throughout the 30 

DSP Plan and in its Rate Proposal how continuous improvements have been 31 

incorporated into its capital plan.  With respect to the latter, please see Exhibit F, Tab 1 32 

for several examples of initiatives and the efficiencies as a result of these initiatives. 33 

 34 

G-SEC-22 35 

REF: Ex. G-2-5.3.3, p.38 36 

Using the same methodology as proposed but using old data, please provide what 37 

would have been the predicted SAIDI measures for 2011-2014.  38 



 1 

RESPONSE:  2 

The model has been modified to provide the predicted SAIDI for 2011- 2014. The 3 
results are shown in the Figure below. 4 

 5 
 6 

G-SEC-23 7 

REF: Ex. G-2-5.4.1, p.6-9 8 

Please expand table 2-5 to include 2011-2014 expenditures.  9 

 10 

RESPONSE:  11 

Tables 2-5 have been expanded to include 2011-2014 expenditures where the 2015-12 

2020 Material Investments had expenditures in 2011-2014. 13 



                                             1 
Table 2: Material Investments - System Access 2 

 3 
 4 

 5 
 6 
 7 
 8 
 9 

 10 
 11 

 12 
 13 
 14 

 15 

Table 3: Material Investments - System Renewal 16 
 17 

 18 
 19 
 20 

                                            21 
 22 

 23 
 24 

 25 
 26 

 27 
 28 
 29 

 30 

 31 

G-SEC-24 32 

REF: Ex. G-2, 5.4.1 33 

 34 

 Please complete the table included in the attached SEC_PowerStream_Form.xls.  35 

 36 

RESPONSE:  37 

Completed.  See Table SEC_PowerStream_Form below:    38 
 39 

 40 

Material Investments 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

System Access Actual Actual Actual Actual Plan Plan Plan Plan Plan Plan

New Connections and Subdivisions ($) ($) ($) ($) ($) ($) ($) ($) ($) ($)

New Commercial Subdivision Development 6,859-                      316,257                1,365,649            1,249,667            1,600,010            1,601,908            1,603,808            1,605,707            1,607,607            1,609,506            

New Residential Subdivision Development 473,519                10,593,928         3,799,355            3,956,902            7,895,964            8,633,109            9,392,346            9,759,944            10,135,066         10,517,394         

New Subdivision Development - Secondary Service Lateral 1,383,741            1,716,273            2,428,920            2,348,217            1,989,034            2,173,796            2,364,815            2,458,773            2,554,113            2,650,954            

O/H and U/G Residential Service Upgrades 900,744                730,652                762,179                925,892                928,921                984,657                1,043,737            1,106,360            1,172,741            1,243,109            

Road Authority

Road Authority Expenditures 7,536,780            2,812,835            2,513,594            13,896,134         6,258,891            9,701,973            8,678,858            8,356,668            5,718,617            6,221,949            

Metering

GS>50 MIST Meter Program Implementation -                            -                            -                            -                            1,592,952            1,196,859            1,303,795            1,308,610            1,195,725            574,761                

Residential Meter "ICON F" Meter Replacement Program -                            -                            -                            -                            411,051                494,361                494,746                872,435                2,280,384            4,517,454            

Other Customer Initiated Work

Unforeseen Projects Initiated by the Customer 1,990,470            845,891-                273,294                1,075,163            329,005                786,802                929,401                1,080,390            1,255,781            1,414,541            

Total Material Investments System Access 12,278,396 15,324,054 11,142,991 23,451,976 21,005,828 25,573,466 25,811,508 26,548,888 25,920,034 28,749,669 

Historical Proposed

Material Investments 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

System Renewal Actual Actual Actual Actual Plan Plan Plan Plan Plan Plan

UG Lines - Planned Asset Replacement ($) ($) ($) ($) ($) ($) ($) ($) ($) ($)

Cable Injection Program 349,694                        771,664                        4,141,808                   5,913,763                   4,024,219                   4,138,312                   4,255,465                   4,375,771                   4,499,323                   4,626,219                   

Cable Replacement Program 3,917,735                   2,219,486                   15,417,075                15,036,321                11,718,862                12,538,684                13,607,273                14,288,297                15,085,861                15,340,181                

Emerging Cable Replacement Projects 119,989                        1,968,435                   1,463,874                   1,070,775                   491,687                        520,801                        1,050,756                   1,081,576                   1,113,287                   1,145,915                   

Submersible Transformer Replacement - North 6,451                              508,952                        1,168,202                   856,776                        1,040,300                   620,000                        -                                    -                                    -                                    -                                    

Switchgear Replacement Program 566,295                        662,337                        990,400                        2,138,988                   2,003,445                   2,327,404                   2,462,129                   2,533,373                   2,606,624                   2,681,945                   

Distribution Lines - Emergency/Reactive Replace

Storm damage - Replacement of Distribution Equip  due to Storms 428,418                        482,911                        767,149                        1,160,050                   999,785                        1,000,232                   1,005,603                   1,005,624                   1,010,352                   1,010,159                   

Switchgears - Unscheduled Replacement of Failed Switchgear -                                    1,381,861                   1,663,004                   1,495,974                   1,420,148                   1,431,384                   1,420,148                   1,421,218                   1,400,444                   1,140,858                   

Unscheduled Replacement of Other Failed Distribution Equip 6,525,087                   4,878,957                   4,791,473                   4,890,357                   4,904,357                   5,107,035                   5,206,156                   5,358,281                   5,455,354                   5,305,986                   

Overhead Lines - Planned Asset Replacement

Pole Replacement Program 1,638,822                   4,111,507                   5,045,992                   4,872,277                   4,645,383                   4,933,143                   5,570,700                   5,870,246                   6,241,483                   6,244,377                   

Unforeseen Projects Initiated by PowerStream 1,076,240                   1,499,516                   4,232,576                   2,429,637                   1,046,472                   1,070,527                   1,093,812                   1,117,360                   1,141,172                   1,165,266                   

Storm Hardening

Storm Hardening & Rear Lot Supply -                                    -                                    -                                    -                                    3,499,998                   7,900,017                   7,999,752                   7,499,834                   6,900,540                   7,200,072                   

Stations/P&C - Planned & Emergency

Planned Circuit Breaker Replacement Markham TS1&2, Lazenby TS1 -                                    -                                    -                                    -                                    747,766                        -                                    -                                    1,087,788                   1,119,281                   -                                    

Station Switchgear Replacement (ACA) 8th Line MS323 -                                    -                                    -                                    -                                    -                                    -                                    412,339                        1,106,666                   -                                    -                                    

Station Switchgear Replacement (ACA) Patterson MS336 -                                    -                                    -                                    -                                    -                                    -                                    -                                    421,896                        895,805                        -                                    

Total Material Investments System Renewal 14,628,731      18,485,627      39,681,553      39,864,918      36,542,420      41,587,538      44,084,133      47,167,931      47,469,526      45,860,979      

Historical Proposed



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

G-SEC-25 9 

REF: Ex. G-2, Appendix A  10 

 11 

Please provide a table showing the capital cost for each material capital investment per 12 

year, and the OM&A savings related to that investment per year.  13 

 14 

RESPONSE:  15 

 16 

For the capital costs of each material capital investment, please refer to Tables 2-5 in 17 

Exhibit G Tab 2 Section 5.4.1 Pages 6-8 of 11 of the Consolidated Distribution System 18 

Plan.   19 

 20 



O&M savings, related to each capital investment per year, are described in Exhibit G, 1 

Tab 2, Section 5.3.3 Page 30 of 38 of the Consolidated Distribution System Plan. 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

G-SEC-26 15 

REF: Ex. G-2, Appendix A 16 

 17 

Please explain how PowerStream determined the budget for its storm damage or 18 

unscheduled replacement programs.  19 

 20 

RESPONSE:  21 

In general, for reactive programs such as Storm Damage or Unscheduled Replacement, 22 

the budget was based on historical averages and trends from 2011 ï 2014.    23 

Specifically, as stated in the Distribution System Plan, Appendix A, page 311 of 730, 24 

Project Summary Report, Storm Damage, Project 101800, Section 4:  ñThe budget for 25 

this category is based primarily on historical trends over the past few years.ò     26 

Specifically, as stated in the Distribution System Plan Project, Appendix A, page 319 of 27 

730, Project Summary Report, Unscheduled Replacement of Failed Equipment ï Poles, 28 

etc, Project 101824, Section 3. (Comparative Information on Equivalent Historical 29 

Projects), ñHistorical number of events and associated costs are the basis for estimating 30 

future planned expenditures.ò 31 



 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

G-SEC-27 11 

REF: Ex. G-2 12 

 13 

With respect to contractor labour: 14 

a. Please explain how PowerStream utilizes contractor and/or external services for its 15 

capital and OM&A programs.  16 

b. For the period 2012-2020, please provide the annual OM&A expenditures for all 17 

external contract services, Also provide the percentage this represents of total annual 18 

OM&A expenditures.  19 

c. For the period 2012-2022, please provide the annual capital expenditures for all 20 

external contract services. Also provide the percentage this represents of total annual 21 

capital expenditures. 22 

 23 

RESPONSE:  24 

a) PowerStream utilizes contractors for both capital and O&M work. 25 

 26 

For capital work on the distribution system, PowerStream uses an ñin-houseò contractor 27 

(a contractor that bids for routine and repetitive annual construction work) for new 28 

connections, upgrades, civil construction and subdivision Option ñAò construction. A 29 

different ñin-houseò contractor is also used for pole line construction projects. 30 

Contractors are also deployed within metering and information services. Contractors are 31 



selected based on resourcing requirements, specialized expertise or specialized 1 

equipment and services. These contracts are awarded through a competitive bidding 2 

process. 3 

 4 

For capital work on municipal stations and transformer stations, PowerStream uses 5 

approved contractors which have been awarded the work through a competitive bidding 6 

process. 7 

 8 

For O&M work, as noted in the Consolidated Distribution System Plan, Section 5.3.3, 9 

page 26 of 38, PowerStream uses approved contractors which have been awarded the 10 

work through a competitive bidding process. 11 

 12 
There are also contractors for work such as crane operators and vacuum excavation 13 

trucks that may be either capital or O&M. 14 
 15 

All contracts, in addition to those noted above, are awarded in compliance with 16 

PowerStreamôs Procurement Policy. 17 

 18 

b) For the period 2012 to 2020 the annual OM&A expenditures for Program and 19 

Maintenance related OM&A external contract services is detailed in the table below. 20 

Also included is the percentage that represents OM&A contract consulting as a 21 

percentage of total OM&A. 22 

$(000) Actual Budget 

Year 2012 2013 2014 2015 2016 2017 2018 2019 2020 

OM&A Program & 
Maintenance 
Related  
contract/consulting  $8,354   $8,812   $9,029  

 
$10,179  

 
$10,834  

 
$11,508  

 
$12,184   $12,869   $13,563  

Total OM&A  $82,792  
 

$80,849  
 

$85,454  
 

$92,558  
 

$96,216  
 

$98,112  
 

$99,920  
 

$102,195   $104,193  

Percent of annual  
OM&A 
Expenditures 10% 11% 11% 11% 11% 12% 12% 13% 13% 

 23 

 24 

c) See Table below for the period 2012-2020.   Figures for external contract services 25 

are not available for 2021-2022. 26 

 27 

 28 
 29 
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G-SEC-28 5 

REF: Ex. G-2, Appendix F  6 

 7 

Please explain how PowerStream modified, if at all, its proposed plan after reviewing 8 

the Customer Consultation Report.  9 

 10 

RESPONSE:  11 

 12 

As noted in the DS Plan, Section 5.4.2, PowerStream derived significant benefits from 13 

the enhanced level of customer engagement conducted during the preparation of the 14 

DS Plan. PowerStream valued the input received from customers and the responses as 15 

it confirmed the level of general support customers have for PowerStreamôs plans and 16 

approach to investment. 17 

 18 

The plan was not modified after reviewing the Customer Consultation Report. Additional 19 

information was requested about the CIS project and this information was included 20 

accordingly. The consultation process reconfirmed that PowerStreamôs plans are 21 

aligned with customer preferences in a number of areas including system reliability, 22 

weather hardening and asset remediation. Customers endorsed a balanced approach 23 

between risk and cost. This is reflected in the DS Plan. 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 
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