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Milton Hydro Distribution Inc.
EB-2015-0089
INTERROGATORY RESPONSES
Filed: December 18, 2015

Page 1 of 901

EXHIBIT 1 — ADMINISTRATIVE DOCUMENTS

1.0 - Staff 1

Conditions of Service, Ref: Exhibit 1, p. 98

Milton Hydro indicates that it has posted its most recent Conditions of Service on its website.

a) Please identify any rates and charges that are included in the Applicant's Conditions
of Service, but do not appear on the Board-approved tariff sheet, and provide an
explanation for the nature of the costs being recovered through these rates and

charges.

b) Please provide a schedule outlining the revenues recovered from these rates and
charges from 2012 to 2014 inclusive, and the revenues forecasted for the 2015

bridge and 2016 test years.

c) Please explain whether, in the Applicant’s view, these rates and charges should

be included on the Applicant’s tariff sheet of approved rates and charges.
Response:

a) Milton Hydro has a Basic Connection Fee specific to traffic signals and pedestrian X-
walk signals and beacons (S.3.8.2); bus shelters, telephone booths, signs (<50kW) and
miscellaneous unmetered loads (<5kW) (S.3.8.3); and decorative lighting and tree
lighting services (S3.8.4). The Basic Connection Fee is $350.00 for overhead
connections and $560.00 for underground connections per location per installation.

b) The Basic Connection Fees are not revenues but rather recovery of cost to make
connections to Milton Hydro’s distribution system. These charges are treated as Capital

Contributions.

c) The Basic Connections Charges should not be included in Milton Hydro’s tariff sheet of
approved rates and charges as the Basic Connection Charges are subject to change
based on the actual costs of making the connections and therefore are based on a

review of actual costs of labour, material and equipment for recovery.
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1.0 — Staff 2
Updated RRWF

Upon completing all interrogatories from OEB staff and intervenors, please provide an updated
RRWF in working Microsoft Excel format with any corrections or adjustments that the Applicant
wishes to make to the amounts in the populated version of the RRWF filed in the initial

applications.

Entries for changes and adjustments should be included in the middle column on sheet 3

Data_Input_Sheet.

Please include documentation of the corrections and adjustments, such as a reference to an
interrogatory response or an explanatory note. Such notes should be documented on Sheet
10 Tracking Sheet, and may also be included on other sheets in the RRWF to assist

understanding of changes.
Response:

Milton Hydro has provided and updated RRWF in Microsoft Excel format as required in this
interrogatory. Milton Hydro has also filed updated Excel models reflecting any corrections and
adjustments arising as a result of interrogatory responses and Milton Hydro’s updated

forecasts.
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1.0 - Staff 3

Updated Appendix 2-W, Bill Impacts

Upon completing all interrogatories from OEB staff and intervenors, please provide an updated
Appendix 2-W for all classes at the typical consumption / demand levels (e.g. 362 and 800 kWh
for residential, 2,000 kWh for GS<50, etc.).

Response:

Milton Hydro has provided an updated Appendix 2-W — Bill Impacts for all classes. Milton Hydro
has included any changes or adjustments arising from the interrogatory responses and Milton

Hydro's update to its forecasts.

The Excel file is “MILTON_EB-2015-0089 IRR_BIll_Impacts_by Rate Class”
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1.0 — Staff 4
Ref: Exhibit 1, pp. 59-84

Chapter 2 of the Filing Requirements states, “The RRFE Report contemplates enhanced
engagement between distributors and their customers to provide better alignment between

distributor operational plans and customer needs and expectations.” (Emphasis added)

Please describe the differences between customer engagement conducted in preparation for
the current application and previous customer engagement. Please explain how customer

engagement has been enhanced.
Response:

Previous customer engagement processes have historically focused on addressing issues of
concern raised directly by customers such as storm related power outages; what to do when
personal electronic equipment has been damage; and information sessions held to advise those
customers that own their own pole lines, of their responsibility to provide clearance of the lines

from trees or tree branches.

The customer engagement conducted in preparation of Milton Hydro’'s 2016 Cost of Service
Rate Application has been enhanced to reach out and involve all interested customers through:
an Online Workbook; small General Service and Residential Focus Groups; Mid-Market and
Large Business Workshop; and random phones surveys.



1.0 — Staff 5

Ref: Exhibit 1, pp. 59-84

Exhibit 1, p. 41-43

Milton Hydro Distribution Inc.

EB-2015-0089

INTERROGATORY RESPONSES
Filed: December 18, 2015

Page 5 of 901

In the first reference, Milton Hydro provides information on its customer engagement

activities and customer engagement surveys. In the second reference, Milton Hydro provides

a broad description of its capital investment plans.

a) Please provide a program or investment project roadmap that more directly

connects Milton Hydro’'s future plans with the findings of its customer

engagement surveys.

b) Were any concerns raised about specific capital projects planned for 2016

during customer consultations?

Response:

a) Milton Hydro's proposed 2016 — 2020 System Access expenditure is a reflection of

customer driven projects.

Detailed in Table 1-10, EXHIBIT 1, p. 40 and summarized

below the System Access program for 2016 — 2020 totals $35.5 million and comprises
65.1% of Milton Hydro’s capital expenditures for the 2016 — 2020 period. The System

Access totals include provisions for Town of Milton and Halton Region road projects,

individual customer connections and subdivision developments.

2016 2017 2018 2019 2020

System Access 7,906 8,092 6,212 6,411 6,878
System Renewal 1,863 1,821 1,790 1,800 1,725
System Service 1,139 1,225 1,350 1,350 1,500
General Plant 720 701 711 676 696

Total 11,628 11,839 10,063 10,237 10,799




b)

Milton Hydro Distribution Inc.
EB-2015-0089
INTERROGATORY RESPONSES
Filed: December 18, 2015

Page 6 of 901

EXHIBIT 1, pg 65 documents Milton Hydro’'s customer’s high priority items including
‘maintaining and upgrading equipment’ and ‘investing more in the grid to reduce the
number of outages’. EXHIBIT 1, pg 73 further documents that customers ‘feel that
Milton Hydro should invest what it takes to replace the system’s aging infrastructure’. In
response to these preferences Milton Hydro has proposed a System Renewal program
that invests consistently and prudently in renewing Milton Hydro’s assets. The proposed
System Renewal investment for 2016 — 2020 is $9.0 million and represents 16.5% of

Milton Hydro’s total proposed capital expenditures.

EXHIBIT 1, pg 65 documents Milton Hydro's customer’s high priority items including
‘reducing the time needed to restore power’. EXHIBIT 1, pg 77 documents that ‘the
majority of Residential and General Service respondents think Milton Hydro should
spend what is needed to reduce or at least maintain the number of power outages.” and
‘respondents think Milton Hydro should spend what is needed to either reduce or at least
maintain the length of power outages’. In response to these preferences, and as
discussed above Milton Hydro has proposed a System Renewal program that invests
consistently and prudently in renewing Milton Hydro’s assets. Additionally Milton Hydro
has proposed a System Service Spend program that invests in communication and
automation technologies which support reliability efforts. Specifically, the 2016 System
Service budget proposal includes provisions for deploying a WiMAX based
communications infrastructure that will support system automation, automated fault

notifications and remote switching capabilities.

There were no concerns raised about specific capital projects planned for 2016 during
the customer consultations. The majority of customers in all classes (90% on average)
support Milton Hydro’s capital planning; modernization of the distribution system (all
class average 90%); and replacing aging distribution plant before it breaks down (all

class average 79%)



Milton Hydro Distribution Inc.
EB-2015-0089
INTERROGATORY RESPONSES
Filed: December 18, 2015

Page 7 of 901

1.0 — Staff 6
Ref: Exhibit 1, Attachment 1-6, OEB Scorecard

Milton Hydro included its 2013 Scorecard dated September 24, 2014. Please provide Milton
Hydro's 2014 Scorecard. Please also provide an explanation or discussion of any

differences from the 2013 Scorecard.
Response:

Milton Hydro has attached its 2014 Scorecard and Management Discussion & Analysis
explaining the 2014 results and any differences from the 2013 Scorecard as Attachment 1.0

— Staff 6 — 2014 Scorecard
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1.0 — Staff 7
Ref: Exhibit 1, Attachment 1-6, OEB Scorecard

Scorecard group and future cost performance. Milton Hydro’'s scorecard shows that it
has been assigned to Group 2 for Efficiency Assessment, based on the PEG July 2014
report. PEG has also provided LDCs with a spreadsheet that enables them to project future

cost performance.

a) Did Milton Hydro forecast their future cost performance for 2016-2020 based on the

information provided in this application?

b) If so, please provide the results. If not, please complete the forecast model, provide the
results, any assumptions made and if Milton Hydro’s efficiency assessment is forecasted

to worsen, then please provide an explanation on why this is the case.
Response:

a) Milton Hydro did not forecast its future cost performance for 2016-2020 based on the PEG

spreadsheet and the information provided in this application.

Milton Hydro’s understands from the OEB’s consultant, that the PEG prediction model was
not intended to be used for Rate Setting Purposes. Milton Hydro’s Cost of Service Rate
Application is based on the 2015 Bridge Year and the 2016 Test Year. The forecasts for
2017 to 2020 are just that, forecasts and do not impact Milton Hydro’s Application. In
addition, the prediction model is only up to date to 2019

b) Milton Hydro’s Stretch Factor for 2016 has changed from Group 2 to Group 3 primarily
due to the increase in staffing of an additional seven employees over both the 2015
Bridge Year and the 2016 Test Year. Milton Hydro has removed the land and building
from the determination of the capital costs for 2014 and 2015 and a non-recurring capital

investment.
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Three Year Average 2016 2017 2018 2019
Current Year -4.84% -5.51% -7.75% -10.43%
Previous Year -1.55% -4.84% -5.51% -7.75%
Two Years Ago -5.83% -1.55% -4.84% -5.51%
Three Year Average Performance -4.07% -3.97% -6.03% -7.90%
Stretch Factor Group 3 3 3 3
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1.0 — Staff 8
Ref: Exhibit 1, p. 58

It appears that on this page, Milton Hydro has inadvertently provided an incomplete
paragraph under the heading, Cost Control. Please correct and or update the information in

this paragraph.
Response:

Milton Hydro has corrected the paragraph below by removing the need to confirm the data as

this had been completed.
Cost Control

Milton Hydro has improved its standing from Group 3 to Group 2 in 2013 and has maintained
the Group 2 ranking for 2014. The total cost per customer and total cost per kilometer of line are
within the norm of utilities as per the OEB yearbook 2013 (NEED-TFO-CONFIRM-OEBWEBSITE
1IS—BOWN) even though Milton Hydro has continued to experience significant growth. The

current Cost of Service rate application would maintain the cost parameters and

efficiencies (HAVE WE CHECKED/VERIFIED THIS?).
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1.0 — Staff 9
Ref: Exhibit 1, p. 79, Table 1-22

This table shows project CDM savings for 2011 to 2014. Have any updates become

available regarding these savings? Please provide:
a) the reasons that the “demand savings results are below expectations”
b) how Milton Hydro determined that they are “in line with many other LDCs”

¢) how Milton Hydro determined that it “will be in top 1/3 of LDCs when comparing results as

a percent of target.”
Response:
a) The reasons for demand savings results below expectations are:

The DR3 initiative was closed to new applicants as of the beginning of 2014. This was

expected to be a major contributor to demand savings.

The suspension of cogeneration projects under the PSUI initiative during the 2011-2014
period came at a critical time and led to the cancellation of a sizeable project by one of

our large customers.

Milton Hydro’'s Residential Demand Response offering which included the use of smart
thermostats with two-way communication was late to market due to technical difficulties
with the communications between thermostat and meter. The program was launched in
May 2014.

b) Milton Hydro determined that it was “in line” with many other LDCs based on the OPA
2014 Q4 CDM Status Report that indicated 57 of 76 LDCs were below the provincial
progress.

¢) Milton Hydro determined that it would “be in the top 1/3 of LDCs when comparing results
as a percent of target” based on the OPA 2014 Q4 CDM Status Report, including an
estimate of the contribution of HPNC projects finished in 2013 and 2014 but not included
on the report. However, based on the 2011-2014 Final Results Report this was not the
case as the provincial percent of target was higher at 69.8% and a number of other
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LDCs also improved their relative position versus the provincial result.
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1.0 — Staff 10
Interrogatory:
Ref: Exhibit 1, p. 95, Table 1-25 and Exhibit 9, p. 19, Table 9-13

OEB staff notes the following discrepancies between Tables 1-25 and 9-13:

lable 1-25Table 9-13 (App 2- BA[Difference

(App 2-Y) CGAAP without
accounting policy
Closing NBV 2015 - CGAAP$79,320,764 [$76,350,764 2,970,000

without policy changes

a) Please explain the discrepancies.
b) Please update the evidence as applicable

Response:

a) Milton Hydro has revised Table 9-13 (App 2-BA CGAAP without accounting policy
changes and notes that the closing NBV 2015 — CGAAP without policy changes of
($76,350,764) was incorrect and has been corrected to be ($79.320.764). The difference

was the building value and the appropriate amortization.

b) Milton Hydro has updated its evidence in the table below.
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Accounting Standard ~ CGAAP
Year 2015
Cost Accumulated Depreciation
CCA OEB Opening Closing Opening Closing Net Book
Class ? [ Account ® | Description * Balance Additions * Disposals Balance Balance Additions Disposals Balance Value
47 1609 Capital Contributions Paid $ 122,349 $ 122,349 | [-$ 7,341 |-% 4,894 -$ 12,235 $ 110,114
12 1611 Computer Software (Formally known as
Account 1925) $ 1,022,976 | $ 174,000 $ 1,196,976 | |-$ 686,658 |-$ 114,214 -$ 800,872 | $ 396,104
Land Rights (Formally known as Account
CEC | 1612 li006) $ c 5 - s c s - s -
N/A 1805 Land $ 69,883 $ 69,883 $ = $ - $ 69,883
47 1808 [Buildings $ - $ - $ - $ - $ -
13 1810 |Leasehold Improvements $ - $ - $ - $ - s -
47 1815  [Transformer Station Equipment >50 kV $ - $ - $ - $ - $ -
47 1820 Distribution Station Equipment <50 kV $ 1,516,192 $ 1,516,192 | |-$ 1,449,764 |-$ 23,011 -$ 1,472,775 $ 43,417
47 1825 |Storage Battery Equipment $ - $ - $ - $ - $ -
47 1830 Poles, Towers & Fixtures $ 31,816,741|$ 2,007,110 $ 33,823,851 | [-$ 11,554,218 [-$ 1,006,925 -$ 12,561,143 [$ 21,262,708
47 1835 |Owerhead Conductors & Devices $ 23,281,376 |$ 1,676,941 $ 24,958,317 | [-$ 13,531,289 |-$ 841,286 -$  14,372,575|$ 10,585,742
47 1840 Underground Conduit $ 26,734,530 [ $ 1,995,255 $ 28,729,785 | [-$ 9,213,495 |-$ 1,057,085 -$ 10,270,580 [ $ 18,459,205
47 1845 Underground Conductors & Devices $ 18,985,425 | $ 1,300,829 $ 20,286,254 | [-$ 8,178,912 |-$ 689,178 -$ 8,868,090 | $ 11,418,164
47 1850 Line Transformers $ 38,278,683 |$ 1,199,267 $ 39,477,950 | [-$ 19,499,779 [-$ 1,435,823 -$ 20,935,602 | $ 18,542,348
47 1855 |Senvices (Overhead & Underground) $ 15,025,948 | $ 1,155,346 $ 16,181,294 [ [-$ 4,269,625 |-$ 412,859 -$ 4,682,484 $ 11,498,810
47 1860  |Meters $ = $ - $ = $ - $ -
47 1860 Meters (Smart Meters) $ 11774801 |$ 326,664 $ 12,101465] |-$ 5,343,711 |-$ 684,688 -$ 6,028,399 | $ 6,073,066
N/A 1905 Land $ 5,182,052 -$ 1,109,265 |$ 4,072,787 $ o $ - $ 4,072,787
47 1908 Buildings & Fixtures $ = $ 10,500,000 $ 10,500,000 $ - |8 105,000 -$ 105,000 [ $ 10,395,000
13 1910 Leasehold Improvements $ 377,009 $ 377,009 | [-$ 377,009 -$ 377,009 | $ -
8 1915 Office Furniture & Equipment (10 years) $ 714,887 | $ 500,000 $ 1214887 |-$ 639,118 |-$ 40,390 -$ 679,508 | $ 535,379
8 1915  [Office Furniture & Equipment (5 years) $ - $ - $ - $ - s -
10 1920 _ |Computer Equipment - Hardware $  1892372|% 80,000 $ 1972372 |-$ 1,629,939 |-$ 84,919 -$ 1,714,858 | $ 257,514
45 1920  |Computer Equip.-Hardware(Post Mar. 22/04) s 3 $ 3
45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) $ $ 3 $ $
10 1930 Transportation Equipment $ 2,661,180 | $ 530,000 $ 3,191,180 |-$ 1,638,138 |-$ 240,463 -$ 1,878,601 [$ 1,312,579
8 1935 Stores Equipment $ 281519 | $ 117,032 $ 398,551 | [-$ 192,400 |-$ 17,476 -$ 209,876 | $ 188,675
8 1940 Tools, Shop & Garage Equipment $ 420,812 | $ 9,500 $ 430,312 | [-$ 410,009 |-$ 7,794 -$ 417,803 | $ 12,509
8 1945  |Measurement & Testing Equipment $ 126,481 $ 126,481 | |-$ 33,683 |-$ 9,072 -$ 42,755 [ $ 83,726
8 1950 _ |Power Operated Equipment $ - $ - $ - $ - $ -
8 1955 Communications Equipment $ 269,021 [ $ 1,100,000 $ 1,369,021 |-$ 198,619 |-$ 67,203 -$ 265,822 |$ 1,103,199
8 1955 [Communication Equipment (Smart Meters) | $ - $ - $ = $ - $ -
8 1960  [Miscellaneous Equipment $ - $ - $ - $ - $ -
1970 Load Management Controls Customer
47 Premises $ = $ - $ = $ - 18 -
47 1975  |Load Management Controls Utility Premises $ : $ ; 3 : $ ) $ :
47 1980 System Supenisor Equipment $ 122,172 | $ 270,000 $ 392,172 | [-$ 47,741 |-$ 13,442 -$ 61,183 | $ 330,989
47 1985 |Miscellaneous Fixed Assets $ = $ - $ = $ - 18 -
47 1990 Other Tangible Property $ 133,004 $ 133,004 | |-$ 43,794 |-$ 13,301 -$ 57,095 | $ 75,909
47 1995 Contributions & Grants -$ 51,971,243 [-$ 2,773,720 -$ 54,744,963 $ 15131417 ($ 2,106,483 $ 17,237,900 |-$ 37,507,063
47 2440 |Deferred Revenue® $ - $ - |8 -
$ - $ - s -
Sub-Total $ 128,838,171 | $ 20,168,224 |-$ 1,109,265 | $ 147,897,130 | |-$ 63,813,825 |- 4,762,540 | $ - |$ 68576,365|$ 79,320,765
Less Socialized Renewable Energy
Generation Investments (input as negative) s R s R $ R
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ - $ -
Total PP&E $ 128,838,171 | $ 20,168,224 |-$ 1,109,265 | $ 147,897,130 | |-$ 63,813,825 |-$ 4,762,540 | $ - [$ 68576,365|% 79,320,765
Depreciation Expense adj. from gain or loss on the retirement of assets (pool of like assets), if applicable®
Total -$ 4,762,540
Less: Fully Allocated Depreciation
10 Transportation Transportation -$ 240,463
8 Stores Equipment Stores Equipment -$ 17,476
8 Tools, Shop & Garage Equipment Tools -$ 7,794
8 Measurement & Testing Equipment Measurement -$ 9,072
Net Depreciation -$ 4,487,735
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1.0- Staff 11
Interrogatory:

Please provide copies of all benchmarking studies, evaluation, surveys undertaken by Milton

Hydro, either through a third-party or internally, since 2010.
Response:

Milton Hydro has provided the Optimus Planning sessions for its Strategic Plan and
Priorities (2014) & Board Strategic Planning (2014), Innovative Research Group Customer
Survey & Report (2015) and UtilityPULSE Survey (2015) as part of its Application.

Milton Hydro benchmarks against other Mid-Size Utilities and Stretch Factor Peer Groups
using the OEB Yearbooks for measures such as OM&A per Customer and Customers per
Employee which have also been provided in its Application and updated in response to

Energy Probe interrogatory 1-Energy Probe-1.

Milton Hydro also participates in the MEARIE Group annual surveys including Board of
Director Compensation and Management Compensation. Milton Hydro has provided the
2015 MEARIE Group surveys; similar surveys are prepared for previous years and copies
have been included in the interrogatory responses of previous distributors cost of service
applications. The survey is included at ATTACHMENT 1.0-Staff 11.

Milton Hydro regularly participates in a number of other informal surveys conducted by an
informal HR group of approximately 40 LDCs. The GridSmartCity group of LDCs also solicit
their membership on a regular basis on topics such as insurance, benefits, equipment and

salaries.
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Mid-Size GTA Medium-High & High Undergrounding OMB&A per OMEA per OMB&A per OM&A per OMB&A per

{as per the OEB Year Book Statistics) Customer 2010 | Customer 2011 | Customer 2012 | Customer 2013 | Customer 2014
Milton Hydro Distribution Inc. 191.91 209.83 209.19 247.59 243.34
Burlington Hydro Inc. 217.65 22524 252.49 26013 263.52
Oakwille Hydro Electricity Distribution Inc. 175.79 206.45 2231 2703 263.02
Cambridge and Morth Dumfries Hydro Inc. 186.26 208 64 266.21 27472 274 .23
Whitby Hydro Electric Corporation 22349 21350 21949 266.29 28533
Kitchener-Wilmot Hydro Inc. 141.68 154.69 189.02 186.18 186.70
Guelph Hydro Electric Systems Inc. 194.82 250.75 266.86 298.11 271.51
Halton Hills Hydro Inc. 210.67 226.82 283.20 240.83 246.30
Brantford Power Inc. 201.44 176.40 198.95 22954 23571
Waterloo North Hydro Inc. 190.70 181.61 219.96 24424 259.20
Oshawa PUC Metwarks Inc. 167.61 191.13 210.65 20771 204.78
MNewmarket - Tay Power Distribution Ltd. 202 84 198.21 240.26 214 87 231.48
Peer Group Average of Distributors that Reported 192.24 203.61 231.62 245.04 244.60
Peer Group Average Excluding Milton Hydro 192.27 203.04 233.66 244.81 244.71

Source: OEB Yearbooks of Electricity Distributors
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Comparison of Ontario Electricity Distributors
Peer Groups per Stretch Factor Assignment Groups
OM&A per Customer

Built from Data submitted by LDCs to OEB via Yearbooks of Electricity Distributors

Mid-Size GTA Medium-High & High Undergrounding OMB&A per OMEA per OMEA per OM&A per OMB&A per

(as per the OEB Year Book Statistics) Customer 2010 | Customer 2011 | Customer 2012 | Customer 2013 | Customer 2014
Kitchener-Wilmot Hydro Inc. 141.68 154.69 189.02 186.18 186.70
Oshawa PUC Metworks 167.61 191.13 210.65 207.71 204.78
London Hydro Inc. 203.97 208.57 208.64 210.08 212.25
Essex Powerlines corporation 194 46 197 44 214 46 212.94 23564
Mewmarket - Tay Power Distribution Ltd. 202.84 198.21 240.26 21487 23148
Entregrus Powerlines n/a n/a 22081 237.24 230.35
Milton Hydro Distribution Inc. 191.91 209.83 209.19 247.59 243.34
Grimsby Power Incorporated 175.41 202.10 28546 256.50 255.05
Lakefront Power Distribution Itd. 219.38 21711 234.92 263.07 250.26
Enersource Hydro Mississauga Inc. 24263 237.85 26742 27475 260.39
Welland Hydro-Electric system Corp. 221.07 24245 28512 27743 27720
Cooperative Hydro Embrun Inc 241.50 274.48 271.97 323.64 288.44
Haldimand County Hydro Inc. 32537 346.19 45476 351.80 352.62
Lakeland Power Distribution Itd. 31146 293.07 32777 354.04 390.02
Espanola Regional Hydro Distribution Corporation 3INMT3 32554 412.05 417.85 394.02
Stretch Factor Group Awverage of Distributors that Reported 225.07 235.62 268.83 269.05 267.50
Stretch Factor Group Average Excluding Milton Hydro 231.49 241.84 274.53 274.96 273.27

Source: OEB Yearbooks of Electricity Distributors
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Customers | Customers | Customers | Customers | Customers
per per Employee | per Employee | per Employee | per Employee
Employee | Dec31, 2011 | Dec 31, 2012 | Dec 31, 2013 | Dec 31, 2014
Mid-Size GTA Medium-High & High Undergrounding July 1, 2010 (OEB [oEB (OEB [OEB
(as per the Mearie & OEB Yearbook) [Mearie) Yearbook) Yearbook) Yearbook) Yearbook)
Milton Hydro Distribution Inc. 649 663 613 655 675
Burlington Hydro Inc. 677 634 1 695 699
Oakville Hydro Electricity Distribution Inc. nfa 595 583 579 579
Cambridge and Morth Dumfries Hydro Inc. n/a 543 541 L 502
Whitby Hydro Electric Corporation nfa 606 nfa nfa nfa
Kitchener-Wilmot Hydro Inc. 505 506 500 509 506
Guelph Hydro Electric Systems Inc. 512 484 491 459 445
Halton Hills Hydra Inc. n/a 433 418 413 406
Brantford Power Inc. nfa 584 554 602 681
Waterloo Morth Hydra Inc. 438 454 449 395 M7
Oshawa PUC Metworks Inc. 756 7 ™ 750 720
MNewmarket - Tay Power Distribution Ltd. n/a 585 594 607 612
Peer Group Average of Distributors that Reported 589 572 566 562 567
Peer Group Average Excluding Milton Hydro 578 564 555 553 557

Source: MEARIE 2010,2010/2011 & 2011/2012/2013/2014
Survey of Ontario’s Local Distribution Companies
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Milton Hydro has updated Tables 1-3 through 1-6 to include the 2014 yearbook data.

Table 1-3

Customers per Employee — Mid-Size GTA Medium High

Customers | Customers Customers Customers Customers Customers
per per per Employee | per Employee | per Employee | per Employee
Employee Employee Dec 31,2011 | Dec31,2012 | Dec31,2013 | Dec31, 2014
Mid-Size GTA Medium-High & High Undergrounding 2009 July 1, 2010 (OEB (OEB (OEB (OEB
(as per the Mearie & OEB Yearbook) (Mearie) (Mearie) Yearbook) Yearbook) Yearbook) Yearbook)
Oshawa PUC Networks Inc. n/a 756 717 711 750 720
Burlington Hydro Inc. 663 677 694 711 695 699
Brantford Power Inc. 447 n/a 584 554 602 681
Milton Hydro Distribution Inc. 682 649 663 673 655 675
Newmarket - Tay Power Distribution Ltd. n/a n/a 585 594 607 612
Oakville Hydro Electricity Distribution Inc. 595 n/a 595 583 579 579
Kitchener-Wilmot Hydro Inc. 500 505 506 500 509 506
Cambridge and North Dumfries Hydro Inc. 572 n/a 543 541 517 502
Guelph Hydro Electric Systems Inc. 499 512 484 491 459 445
Waterloo North Hydro Inc. 429 438 454 449 395 417
Halton Hills Hydro Inc. 464 n/a 433 418 413 406
Whitby Hydro Electric Corporation 557 n/a 606 n/a n/a n/a
Peer Group Awerage of Distributors that Reported 541 589 572 566 562 567
Peer Group Average Excluding Milton Hydro 525 578 564 555 553 557
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Table 1-4
OM&A per Customers — Mid Size GTA Medium-High

Mid-Size GTA Medium-High & High Undergrounding OME&A per OMS&A per OM&A per OMS&A per OM&A per OME&A per

(as per the OEB Year Book Statistics) Customer 2009 | Customer 2010 | Customer 2011 | Customer 2012 | Customer 2013 | Customer 2014
Cambridge and North Dumfries Hydro Inc. 197.44 188.26 208.64 266.21 274.72 274.29
Guelph Hydro Electric Systems Inc. 194.07 194.82 250.75 266.86 298.11 271.51
Burlington Hydro Inc. 207.76 217.65 225.24 252.49 260.13 263.52
Oakuville Hydro Electricity Distribution Inc. 162.65 175.79 206.45 223.21 270.31 263.02
Waterloo North Hydro Inc. 172.31 190.70 181.61 219.96 244.24 259.20
Whitby Hydro Electric Corporation 214.00 223.49 213.50 219.49 266.29 255.33
Halton Hills Hydro Inc. 209.03 210.67 226.82 283.20 240.83 246.30
Milton Hydro Distribution Inc. 195.08 191.91 209.83 209.19 247.59 243.34
Brantford Power Inc. 205.16 201.44 176.40 198.95 229.54 235.71
Newmarket - Tay Power Distribution Ltd. 199.37 202.84 198.21 240.26 214.87 231.48
Oshawa PUC Networks Inc. 167.62 167.61 191.13 210.65 207.71 204.78
Kitchener-Wilmot Hydro Inc. 141.90 141.68 154.69 189.02 186.18 186.70
Peer Group Awerage of Distributors that Reported 195.69 192.24 203.61 231.62 245.04 244.60
Peer Group Average Excluding Milton Hydro 188.30 192.27 203.04 233.66 244.81 244.71
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Entregrus Powerlines n/a 789 792 844
Oshawa PUC Networks 717 711 750 720
Milton Hydro Distribution Inc. 663 673 655 675
Cooperative Hydro Embrun Inc 651 652 654 662
Grimsby Power Incorporated 573 583 589 613
Newmarket - Tay Power Distribution Ltd. 585 594 607 612
Essex Powerlines corporation 639 639 645 597
Enersource Hydro Mississauga Inc. 601 608 597 579
Welland Hydro-Electric system Corp. 518 501 558 576
Lakeland Power Distribution Inc. 600 605 610 531
Kitchener-Wilmot Hydro Inc. 506 500 509 506
Lakefront Utilities Inc. 499 489 492 500
London Hydro Inc. 491 491 490 489
Espanola Regional Hydro Distribution Corporation 660 550 472 472
Haldimand County Hydro Inc. 421 407 400 388
Stretch Factor Group Average of Distributors that Reported 580 586 588 584
Stretch Factor Group Average Excluding Milton Hydro 574 580 583 578
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Mid-Size GTA Medium-High & High Undergrounding OM&A per OME&A per OM&A per OME&A per OM&A per OME&A per

(as per the OEB Year Book Statistics) Customer 2009 | Customer 2010 | Customer 2011 | Customer 2012 | Customer 2013 | Customer 2014
Espanola Regional Hydro Distribution Corporation 327.70 311.73 325.54 412.05 417.85 394.02
Lakeland Power Distribution Itd. 300.90 311.46 293.07 327.77 354.04 390.02
Haldimand County Hydro Inc. 332.30 325.37 346.19 454.76 351.80 352.62
Cooperative Hydro Embrun Inc 210.72 241.50 274.48 271.97 323.64 288.44
Welland Hydro-Electric system Corp. 218.72 221.07 242.45 285.12 277.43 277.20
Enersource Hydro Mississauga Inc. 263.63 242.63 237.85 267.42 274.75 260.39
Grimsby Power Incorporated 172.75 175.41 202.10 285.46 256.50 255.05
Lakefront Power Distribution Itd. 194.59 219.38 217.11 234.92 263.07 250.26
Milton Hydro Distribution Inc. 195.08 191.91 209.83 209.19 247.59 243.34
Essex Powerlines corporation 184.00 194.46 197.44 214.46 212.94 235.64
Newmarket - Tay Power Distribution Ltd. 199.39 202.84 198.21 240.26 214.87 231.48
Entregrus Powerlines n/a n/a n/a 220.81 237.24 230.35
London Hydro Inc. 187.87 203.97 208.57 208.64 210.08 212.25
Oshawa PUC Networks 167.62 167.61 191.13 210.65 207.71 204.78
Kitchener-Wilmot Hydro Inc. 141.90 141.68 154.69 189.02 186.18 186.70
Stretch Factor Group Average of Distributors that Reported 221.23 225.07 235.62 268.83 269.05 267.50
Stretch Factor Group Average Excluding Milton Hydro 223.24 227.62 237.60 273.09 270.58 269.23
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1-Energy Probe-2
Ref: Exhibit 1, page 101

Please confirm that no costs associated with Milton Hydro Holdings Inc., Milton Energy &
Generation Solutions Inc. or Milton Hydro Services Inc. have been included in either the
historical data presented or in the 2016 revenue requirement of Milton Hydro Distribution Inc. If
this cannot be confirmed, please provide the details by year of any such amounts included in

the application.
Response:

Milton Hydro Distribution Inc. confirms that there are no costs associated Milton Hydro Holdings
Inc., Milton Energy & Generation Solutions Inc. or Milton Hydro Services Inc. included in either

the historical data presented or in the 2016 revenue requirement.
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Attached is a table, in both pdf. and Excel formats, comparing the most recent (2014 RRR, and

2014 benchmarking) results of twenty-four Ontario distributors similar to the Applicant,

including the Applicant. With respect to these comparison tables:

a. Please identify any distributors on the list that the Applicant feels are not appropriate

comparators, and provide reasons for that conclusion. Please identify any distributors

that the Applicant feels should be on the list, and are not, and provide reasons for that

conclusion.

b. With respect to the OEB efficiency assessment:

Please explain the anomalous 2012 results. If the reason for the anomaly is an
accounting adjustment, please recalculate the 2012 predicted and actual costs

without the adjustment.

Please confirm that, with the exception of 2012, the Applicant regularly keeps its
overall cost performance about 4% below predicted costs. Please provide any
studies, reports or other documents the Applicant has in its possession discussing

the reasons for that consistent performance.

Please explain why two of the local utilities, Halton Hills and Kitchener-Wilmot,
consistently have substantially better cost performance than the Applicant, and one
other local utility, Hydro One Brampton, generally has marginally better cost
performance than the Applicant. Please describe any plans or strategies of the
Applicant to bring cost performance more in line with these best in class
competitors.

Please confirm that, even with a 6.1% rate increase in 2016 based on forecast
increases in cost of service, the Applicant plans to remain at a level at least 4%

below predicted costs in 2016.

c. With respect to cost per customer, please confirm that only five of the comparator

distributors had 2014 costs per customer lower than the Applicant. Please provide any

exogenous reasons (for example, customer mix) that should be taken into account in

analyzing this metric.
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d. With respect to OM&A per customer and Distribution Revenue per customer:

Please confirm that the Applicant's OM&A per customer is 9" best of the
comparator distributors, and the Applicant’s Distribution Revenue per customer is
7" best of the comparator distributors. Please provide details of any data
inconsistencies or other anomalies known to the Applicant that would make these

comparisons incorrect.

Please confirm that the Applicant’s Distribution Revenue per customer has declined
7.5% since 2005 ($497.35 to $460.29), while on average across the industry it has
increased 23.3% since 2005 ($412.57 to $508.64, excluding Hydro One and
Toronto Hydro). Please explain the factors unique to Milton Hydro that are the

cause of this material variance.

e. Please provide any studies, reports or other materials in the possession of the Applicant

analyzing the impact of the Applicant’s rapid customer growth on its cost structure and/or

any specific cost performance metrics. By way of example, and without intending to limit

the scope of the question, has Milton Hydro investigated the extent, if any, to which the

newness of its distribution assets impacts its operating and maintenance costs, or the

extent, if any, to which its customer demographics impact its billing and collection costs

(including such things as e-billing uptake, etc.)?

Response:

a) Milton Hydro does not propose any changes to the list.

b) Milton Hydro provides the following with respect to the OEB efficiency assessment:

Milton Hydro has checked the 2012 data base and does not have an explanation
for the 2012 results.

Milton Hydro confirms that, with the exception of 2012, it has regularly kept its
overall cost performance about 4% below predicted costs and has forecasted its
cost performance out to 2019. Please refer to the OEB Staff interrogatory 1.0 —
Staff 7b).

Milton Hydro cannot explain why Halton Hills has better cost performance other

than Halton Hills has not experienced the same level of growth as Milton Hydro.
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Milton Hydro’s overall cost per customer is lower than Halton Hills. The other two
distributors are not on the list. When comparing the three year efficiency
assessment Milton Hydro is fifth on the list of twenty-four distributors. Milton
Hydro’s strategic areas of focus are set out in EXHIBIT 1, Page 20 which will drive

Milton Hydro’s efficiency in meeting its corporate and customer needs.

iv.  Please refer to Milton Hydro’s response to ii. above.

c) Milton Hydro confirms that only five of the comparator distributors had 2014 costs per
customer lower than Milton Hydro. Apart from differences in accounting for capital and
or OM&A Milton Hydro would offer the following exogenous reasons for analyzing this
metric. Milton Hydro is a high growth distributor with approximately 65% of its capital
driven by third parties with the capital investments partially offset by the capital
contributions collected. Another consideration would be the ratio of urban service area

to rural service area and therefore customers per kilometer of line.
d) With respect to OM&A per customer and Distribution Revenue per customer:

i. Milton Hydro confirms that its OM&A per customer is 9" best of the comparator
distributors, and that its Distribution Revenue per customer is the 8" lowest of the

comparator distributors.

ii. Milton Hydro confirms that its Distribution Revenue per customer has declined 7.5%
since 2005 ($497.35 to $460.29), while on average across the industry Milton
Hydro has determined that Distribution Revenue per customer has increased
31.8% since 2005 ($405.40 to $534.46, excluding Hydro One and Toronto Hydro),
which is different than the interrogatory. Despite the difference the results are still
relevant. Milton Hydro’s high customer growth and low rate increases during the

IRM periods account for the decrease in Distribution Revenue per customer.

e) Milton Hydro has not undertaken any specific studies analyzing the impact of the its

rapid customer growth on its cost structure and/or any specific cost performance metrics.

From a customer service perspective, rapid customer growth means a higher level of
customer contact with new customers in order to set up customer accounts for billing
purposes. The charts below identify the number of calls and number of hand-delivered
(“HD™) collection notices issued each month/year. The number of hand-delivered

collection notices have increased 134% from 2010 to 2015 while the number of customer
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calls have increased 19% over the same period. While hand-delivered collection notices

have increased year over year, customer calls fluctuate in correlation to the number of

new customers each year. Customer demographics include a higher number of young

families, who are likely more tech-savy, allowing Milton Hydro to transition customers to

e-billing. Effective November 1, 2014, Milton Hydro transitioned to ebilling for all new

customers. New customers are only provided a paper bill on request. As of November 1,

2015, Milton Hydro has 9,400 (26%) of its customers on ebilling. Milton Hydro continues

to encourage existing customers to transition to ebilling and regularly runs contests in

this regard.
Variance
from
2015 2014 2013 2012 2011 2010 2010 to
CALLS CALLS CALLS CALLS Calls Calls 2015P
January 2270 2500 2471 2524 1940 2275 -5
February 1993 1967 1912 2395 1799 1875 118
March 2221 2108 2039 2651 2182 2327 -106
April 2696 2419 3457 2940 2100 2145 551
May 2683 2297 2642 3019 2416 2601 82
June 3014 2374 2767 3298 2939 2748 266
July 3193 2845 2966 3350 2581 2293 900
August 2727 2721 3067 3180 2882 2097 630
September 3164 2608 2583 2830 2660 2501 663
October 3093 2840 2576 3365 2834 2024 1069
November 2449 2287 2204 2912 2650 1968 481
December** 1750 1773 3223 1731 1640 1332 418
TOTAL 31253 28739 31907 34195 28623 26186 5067 | 19%
# of New Customers 1028 1038 1749 1839 1343
# of Total Customers
at Y/E 36139 35111 34073 32324 30485 29142
** projected
Variance
2014 2013 2012 2011 2010 from 2010
2015 HD HD HD HD HD HD to 2015P

January 1216 964 1009 868 853 699 517
February 1184 1111 867 702 928 489 695
March 1552 1419 919 1016 1302 841 711
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April 1468 1119 1028 636 800 718 750

May 1347 1374 1187 878 1097 596 751

June 1117 964 884 713 811 644 473

July 1459 1191 952 672 866 771 688

August 845 1302 1034 1034 969 661 184

September 912 1318 1391 1324 1241 979 -67

October 1005 1404 1271 1052 837 460 545

November 837 1172 1047 856 741 590 247

December** 550 618 482 318 286 278 272

TOTAL 13492 13956 12071 10069 10731 7726 5766 134%

** projected
Milton Hydro has included the list of distributors below.
#of OM&A/ | DX.Rev/ | Gross PPE/ | Net PPE/ Efficiency Assessment Cost per Cost per

Company Customer | c Cl C Cl Aging Ratio| 2010 | 2011 2012 2013 | 2014 | 3Year | Customer |km of Line
OSHAWA PUC NETWORKS INC. 54,731| $204.78| $361.92| $3,105.41| $1,558.90| 50.20%| -21.7%|-18.0%| -14.5%|-17.4%|-18.1%| -16.7% 519 | 29,881
ENTEGRUS 40,503 $230.35| $492.53| $3,281.01| $1,778.28| 54.20%| -13.1%|-13.4%| -10.9%|-12.5%|-16.7%| -13.4% 533 22,585
WESTARIO POWER INC. 22,822| $230.83| $439.14| $2,760.53 $1,765.65| 63.96%| -3.1%| -0.2% -1.4%| 2.2%| -4.2% -1.1% 540 23,829
NEWMARKET-TAY 34,871| $231.48| $504.72| $3,060.63| $1,581.13| 51.66%| -14.6%|-21.0%| -19.5%|-19.5%|-18.6%| -19.2% 566 23,340
ESSEX POWERLINES CORPORATION 28,640| $235.64| $406.15| $2,401.82 $1,545.55| 64.35%| -17.0%|-17.1%| -12.6%|-17.2%|-12.7%| -14.2% 524 | 32,562
BRANTFORD POWER INC. 38,789| $235.71| $445.98| $2,625.12 $1,631.01| 62.13% 3.8%| -2.5% 4.7%| 0.7%| -3.6% 0.6% 503 39,047
KINGSTON HYDRO CORPORATION 27,356 $236.44| $468.79| $2,385.37| $1,461.64| 61.27% 0.1%| 2.2% 2.4%| 3.7%| -3.6% 0.8% 501 38,384
PETERBOROUGH DISTRIBUTION INCORPORATED 36,058 $241.81| $430.11) $2,828.61| $1,605.72| 56.77%| 14.0%| 15.6%| 13.2%| 14.5%| 14.5%| 14.1% 585 | 37,415
HALTON HILLS HYDRO INC. 21,534 $246.30| $475.89| $2,682.71| $2,424.87| 90.39%| -27.2%|-24.9%| -27.5%|-35.7%|-31.3%| -31.5% 701 9,886
WHITBY HYDRO ELECTRIC CORPORATION 41,488| $255.33| $542.70| $3,694.88| $1,707.55| 46.21% 0.4%| -3.0% -7.0%| -0.9%| -6.8% -6.5% 628 24,275
WATERLOO NORTH HYDRO INC. 54,674 $259.20| $626.65| $5,866.41 $3,415.97| 58.23%| -3.1%| 6.4% 4.3%| 10.6%| 11.0% 8.6% 760 | 26,299
GUELPH HYDRO ELECTRIC SYSTEMS INC. 52,963| $271.51| $552.15| $2,872.28| $2,374.91| 82.68%| 12.4%| 14.7% -2.0%| 0.8%| -4.8% -2.0% 601 28,683
THUNDER BAY HYDRO 50,482| $273.13| $404.65| $3,843.00[ $1,805.57| 46.98% 9.6%| 8.0% -2.8%| 8.2%| 7.4% 4.2% 606 26,864
NORTH BAY HYDRO DISTRIBUTION INC. 23,975 $273.36| $598.12| $4,542.57 $2,197.31| 48.37% 3.6%| 5.5% 5.8%| 5.4%| 8.2% 6.5% 659 | 27,926
CAMBRIDGE and NORTH DUMFRIES HYDRO INC. 52,684 $274.29| $525.45| $4,067.29| $2,090.55| 51.40%| -10.1%| -7.8%| -3.3%| 0.5%| -1.9%| -1.6% 634 | 29,241
WELLAND HYDRO-ELECTRIC SYSTEM CORP. 22,470 $277.20| $412.69| $2,485.05| $1,209.00| 48.65%| -19.6%|-16.2%| -10.4%|-15.2%|-17.3%| -14.3% 483 23,278
FESTIVAL HYDRO INC. 20,362 $322.01| $558.73| $3,818.56| $1,914.97| 50.15%| 20.5%| 18.0%| 20.2%| 19.6%| 16.6% 18.8% 634 50,028
GREATER SUDBURY HYDRO INC. 47,187| $328.46| $505.18| $4,129.28| $1,650.06| 39.96%| -2.4%| 14.1%| 16.7%| 4.8%| 14.9%| 12.2% 648 | 30,698
NIAGARA PENINSULA ENERGY INC. 51,824 $329.23| $624.45| $4,653.17| $2,319.69| 49.85% 5.4%| 5.2%| 10.2%| 1.1%| 7.7% 6.4% 742 19,458
CANADIAN NIAGARA POWER 28,627 $329.51| $653.78| $4,829.35| $2,944.46] 60.97%| 16.4%| 15.6%| 10.0%| 13.8%| 12.9% 12.2% 749 21,202
PUC DISTRIBUTION INC. 33,487| $329.60| $557.07| $4,269.92 $2,525.27| 59.14%| -8.5%| -5.2%| 13.4%| 22.7%| 14.6% 16.9% 664 29,886
BLUEWATER POWER DISTRIBUTION CORPORATION 36,115 $336.47| $596.97| $2,715.63| $1,441.75| 53.09%| -3.2%| 1.7% 6.4%| 5.9%| 0.3% 4.2% 637 | 29,216
HALDIMAND COUNTRY HYDRO INC. 21,323| $352.62| $620.61| $3,737.07| $2,238.68| 59.90%| -27.6%|-24.1%| -18.7%|-23.7%|-23.6%| -22.0% 711 8,762
Averages of 24 Distributors 36,587 $272.86| $511.03| $3,517.99 $1,968.62| 55.96%| -3.7%| -2.1% -2.5%| -1.3%| -2.5% -2.2% 617 27,349
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1-SEC-2
[Ex. 1, p. 19, 61]

Please provide a comparison of the Applicant’s use of technology, and innovation, in customer
communications, with the use of technology, and innovation, by other Ontario LDCs. Please
describe the extent, if any, that Milton Hydro seeks to be a leader in this area. If it does, please
describe the customer preferences or other factors that make it appropriate to focus on

leadership in this area.
Response:

Communication is an area identified in the customer engagement that customers would like to
see Milton Hydro improve in, particularly in providing customer education, during power outages
and assistance with conservation. Milton Hydro recognizes this need which has prompted the

focus on Proactive Communication as set out in Milton Hydro’s Strategic Areas of Focus.

Milton Hydro intends to hire a Communications Specialist with the responsibility to deliver
corporate communication strategies and assist with CDM initiatives designed to enhance the
image and reputation of Milton Hydro. Milton Hydro is aware that other distributors have
communications staff dedicated to updating customers on Twitter and Facebook with links to
programs and other educational websites. Some distributors are very sophisticated in their
customer communications. Multiple communication strategies and channels will be employed to
enlighten all stakeholders; to proactively address and mitigate issues. The position will also be
used in CDM related activities which was also addressed during the customer engagement.

Operationally, Milton Hydro has invested in a new GIS system, communication infrastructure
(WIMAX) and an Outage Management System (OMS) which will enhance Milton Hydro’s
operational capabilities including the ability to communicate outage information more effectively
to customers. In combination with Milton Hydro’s new power outage hotline, 1-844-NOHYDRO,
and the OMS (which includes an outage web page and Twitter updates), Milton Hydro will

deliver enhanced outage information through multiple communication channels.

Milton Hydro has (or is in the process of deploying) communication related capabilities in
response to customers’ expectations surrounding communication efforts, particularly in outage
situations. Milton Hydro’'s customer satisfaction survey indicated customers believe Milton

Hydro can improve its communication efforts. Milton Hydro’s current communication efforts are
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intended to meet customer’s communication needs. Milton Hydro has not formally surveyed the
LDC community in Ontario and cannot provide a detailed analysis of customer focussed
communication capabilities by LDC; however Milton Hydro does believe that its communication
efforts are expected by customers and reflect industry leading practices. Milton Hydro will
continue to monitor its communication efforts, emerging communication technologies and
evolving customer communication expectations to ensure Milton Hydro continues to deliver

leading communication practices.
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1-SEC-3

[Ex. 1, p. 32]

Please provide all studies, reports, memoranda and other documents, other than those already

included in the Application, analysing the appropriateness of the investment in the new office

and warehouse facilities. Please include all analyses dealing with:

Cost per square foot of office space;
Cost per square foot of warehouse or other space;

Required space for current employees, and required space for future growth, including
any comparisons to square feet per employee at other LDCs, or square foot per

employee standards;
Layout of the buildings, including space optimization;

Relative costs of different locations within the Milton Hydro service territory.

Response:

In addition to the response below please see the OEB Staff interrogatory 4.0 — Staff 62.

The office is two storey’s with engineering, IT, front lobby and the lunch room on the first
floor, and billing & collection, finance and the boardroom on the second floor. Offices for
metering, lines, lockers and washrooms are on the first floor under the mezzanine in the
warehouse along with stores. The building is capable of accommodating future growth

with minimal changes and costs to the office area except for furniture.

Please see the attachments provided in response to 1-SEC-14 — RELOCATION
COMMITTEE DOCUMENTS.
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1-SEC-4
[Ex. 1, p. 35]

Given the capital investments forecast in the Distribution System Plan, please explain why the
Applicant elected to use 4™ Generation IRM rather than Custom IR for this Application. Please
advise if the Applicant currently expects to seek an Incremental Capital Module during its IRM

period.
Response:

Milton Hydro has smoothed its investment out over the 2016 to 2020 time frame such that with
the OEB approval of this Application, Milton Hydro expects be able to meet its Strategic Areas
of Focus through the IRM period without continually going back for increases in rates exceeding
the GDPIPI. Milton Hydro does not expect to seek an Incremental Capital Module during its
IRM period.
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1-SEC-5
[Ex. 1, p. 54]

Prior to the RRFE, what were the primary methods used by the Applicant to get feedback from
its customers, and to learn their preferences? Please advise what changes in customer
engagement strategy were implemented as a result of RRFE, the cost of those changes, and
the incremental knowledge of customer preferences, concerns, and input that have arisen as a
result of those changes. Please provide a list of customer preferences and feedback that the
Applicant heard in the customer engagement relating to this Application, and were not

previously known to the Applicant.

Response:

Please refer to OEB Staff interrogatory 1.0 — Staff 4.

Please refer to VECC interrogatories 1.0-VECC-2 and 1.0-VECC-3

Milton Hydro has provided two key customer preferences and feedback that was heard in the
customer engagement relating to this Application, and was not previously known to Milton
Hydro. Milton Hydro has addressed both customer preferences in its Application.

1. Proactive customer communication.

2. Replace aging infrastructure before failure.
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1-SEC-6

[Ex. 1, p. 59]

Please provide a summary of the areas of service quality in which the Applicant believes it has
the most room for improvement, together with the Applicant’s current strategy for achieving that

improvement.
Response:

Milton Hydro has provided a summary of the areas of service quality that have room for

improvement together with the current strategy for achieving the improvement as follows:

Telephone Accessibility:

Milton Hydro staff continually monitors its telephone answering performance to ensure that it
exceeds the OEB minimum standard. At the time of hiring, customer service staff are advised
of the importance of answering customer calls within 30 seconds. All customer service staff
keep the telephone stat log open on their screens to know the number of calls in the
gueue. The Customer Service Supervisor regularly reminds Customer Service Representatives
of the importance of answering calls in a timely manner. Milton Hydro management monitors
the index and use this as one of the factors in deciding the timing of new staff. There is a
balance to ensure that Milton Hydro is not overstaffed to meet the standard 100% of the time so
Milton Hydro’s aim is to have calls answered within 30 seconds at least 75-85% of the time.

Milton Hydro will hire a Customer Service/Billing Clerk in 2016.

Telephone Call Abandon Rate:

Milton Hydro strives to ensure that it has adequate staff to ensure calls are answered in a timely
manner. There are times when the volume of calls exceeds the customer service staff e.g.
unplanned power outages, unscheduled sickness, etc. Milton Hydro recently signed a contract
with Northern Communications, its after-hours answering service, for a 24/7 power outage call
service. The 1-844-NOHYDRO phone line will be manned 24/7 by agents who will deal directly
with Milton Hydro Operations group. The addition of this new service should positively impact

Milton Hydro’s Telephone Call Abandon Rate.
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Outage Communication:

Milton Hydro is implementing processes and deploying technologies that will deliver effective
outage communication to customers. Utilizing its Outage Management System (OMS) as the
technological centre of its customer communication efforts, Milton Hydro will deliver outage
updates through an automated outage map and Twitter. The online outage communication
efforts should allow customers to access outage information without needing to call Milton
Hydro. Those customers that do prefer to contact Milton Hydro through the phone will be able
to obtain outage statuses from customer service representatives who will have direct access to

the latest OMS information.
Tree Contact:

Reliable customer service starts with keeping overhead lines clear of vegetation, and in 2014,
Milton Hydro introduced a new tree trimming specification which will help reduce forestry-related

service interruptions.
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1-SEC-7
[Ex. 1, p. 65, 71]

Please advise how many of the school boards served by the Applicant were included in the

general service and mid-market focus groups and telephone surveys.
Response:

Milton Hydro invited the Halton District School Board, the Halton District Separate School Board
and the Milton Christian School to attend the mid-market General Service >50 kW survey. No
school boards attended. The telephone survey for the General Service <50 kW class was
administered by the consultants and the customers were randomly selected, therefore Milton

Hydro does not know how many school boards were contacted.
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1-SEC-8
[Ex. 1, p. 67]

Please provide details of all steps taken by the Applicant to ensure that those who completed

the Online Workbook were not employees of, or otherwise connected with, Milton Hydro.
Response:

Milton Hydro did not restrict Milton Hydro employees or others connected to Milton Hydro from
completing the Online Workbook. One of the primary reasons for conducting the Online
Workbook was to ensure that all Milton Hydro customers had an option to provide their input
into the rate application process. As such, we did not prevent Milton Hydro employees or any

other customer groups from completing the online workbook

Overall, 624 residential and 18 business customers completed the workbook.
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1-SEC-9
[Ex. 1, p. 83]
Please provide a copy of the Crisis Communication Manual.

Response:

Milton Hydro has provided a copy of its Crisis Communication Manual as ATTACHMENT 1-
SEC-9. The document will continue to be updated as Milton Hydro’'s GIS and Outage

Management System are implemented.
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1-SEC-10
[Ex. 1, Tale 1-23]

Please explain where, in this table of RRFE outcomes and objectives, Milton Hydro is targeting

its customers’ number one goal, lower rates.
Response:

Milton Hydro’s table of RRFE outcomes and objectives targets the customer’s total bill through
Public Policy Responsiveness and Conservation of Energy. While Milton Hydro’'s customers
cited the reduction of rates as an improvement that Milton Hydro could make, they were
referring to total cost of their bills. Once customers realized that Milton Hydro’'s charges on the
bill were only 19% or less of the total bill, the majority of residential and general service
customers supported Milton Hydro's proposed rate increase. Customer’'s agreed that the
increase is needed for maintaining and upgrading the equipment and infrastructure. Milton
Hydro is not able to reduce its distribution rates given the customer growth and required
infrastructure to support the growth, Milton Hydro does have a social responsibility to ensure

that rates are just and reasonable.
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[Ex. 1, p. 87-88] For each of the cost savings described on these two pages, please provide

estimates of costs to implement, and cost savings, for each of the years 2015 through 2020.

Response:

Please see below.

1. Proactive maintenance and replacement of plant will reduce reactive maintenance costs and

improve service to the customer that will result in fewer and shorter duration outages that

will have a beneficial impact on the cost of outages to customers.

Milton Hydro plans to utilize asset age, asset condition, asset performance history and
investment timing to select the appropriate year to replace aging assets. The System
Renewal investment category captures Milton Hydro's expenditure proposal through to
2020. Below is the proposed System Renewal expenditure proposal. Milton Hydro has not

calculated the financial impact to customers resulting from an outage.

2015 2016 2017 2018 2019 2020
System
Renewal
" | $2,087,300 | $2,473,400 | $1,821,400 | $1,790,000 | $1,800,000 | $1:725:000
Expenditure

2. The use of software (e.g. SpidaCalc software to be purchased in 2015) to optimize plant

designs will reduce overdesign and ensure that current CSA standards for non-linear design
of pole loading and structural stability are adhered to. CYME software is already in use to

optimize distribution system configuration and loading.

The anticipated cost to implement SpidaCalc is listed below. There are no anticipated
savings. The software is required to satisfy new Canadian Standards Association (CSA)

design requirements.
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2015 2016 2017 2018 2019 2020

SpidaCalc

Expenditure | $8,740 $8,700 | $0 $0 $0 $0

Improved use of the GIS to capture/access plant attribute data (e.g. nameplate data,
condition, inspection/maintenance histories, etc.) will aid in cost control through optimization

of the asset’s lifecycle.

The anticipated GIS implementation cost is listed below. The data captured through the GIS
will support all asset related reviews and queries. Specifically this data will support all the
System Renewal process and expenditure proposals as quantified in a). Milton Hydro
expects the GIS system will enable detailed geospatial asset analysis which will help to
optimize the System Renewal process and asset lifecycle management. Milton Hydro
believes the savings associated with implementing the GIS system will be realized through
efficiencies, improved geospatial records and improved decision making capabilities

resulting from the enhanced information delivered by the GIS.

2015 2016 2017 2018 2019 2020

GIS

Expenditure | $55,630 | $45,110 | $0 $0 $0 $0

Prudent investment in distribution automation (e.g. remotely operated switches), as part of
Milton Hydro’s Smart Grid development, will improve day to day switching operations and
have a positive impact on improving outage restoration times thereby mitigating customer

outage costs.

The proposed investment in automation, by Milton Hydro, is listed below.

2015 2016 2017 2018 2019 2020
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Automation

Expenditure | $689,552 | $914,000 | $425,000 | $250,000 | $250,000 $250,000

An automated distribution system will enable the distribution system to be remotely
reconfigured during normal operations and in response to outage situations. In some
instances, such as normal system switching, this will eliminate some truck rolls. In other
situations (such as a system fault) automated switches will enable immediate initial
switching to isolate the faulted section of the system and restore customers outside the
faulted section of the distribution system. Milton Hydro believes the savings associated with
investing in distribution automation will be realized as increased efficiencies and minimized

outage times for customers.

Mobile equipment (i.e. laptops) are in use that provide paperless and timely access to Milton
Hydro GIS maps and service orders for work crews. During the period of the DSP it is
intended to add GIS information, inspection programs, report forms to the mobile devices to

facilitate electronic transmission of information versus paper processes.

Milton Hydro has not yet reviewed the technology, processes, costs or savings associated

with migrating to electronic transmission of information versus paper processes.

In 2015, Milton Hydro introduced new operational solutions which included an Outage
Management System (OMS) and Supervisory Control and Data Acquisition system
(SCADA). These additional applications will help improve productivity, provide better
customer information and help make back office information more accessible to field staff.
These new products will primarily support asset management, system reliability and

regulatory initiatives.

The cost to implement the OMS and SCADA systems is listed below.

2015 2016 2017 2018 2019 2020

SCADA,

OMS $105,250 | $50,000 | $0 $0 $0 $0
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The SCADA and OMS systems are an integral part of Milton Hydro’'s automation efforts.
The investment in SCADA and OMS technologies support the efforts previously discussed in
4). Additionally the OMS provides customer communication support in the form of automatic
outage maps and automatic Tweet generation in response to confirmed outages. Milton
Hydro believes the savings associated with investing in distribution automation will be
realized as increased efficiencies and minimized outage times and enhanced

communications for customers.

Elimination of MS#4 in 2015 through conversion to 27.6kV supply. This will eliminate
incremental losses of substation transformation losses and will allow for redistribution of
maintenance resources to other system needs. Contract work associated with the substation
will also be eliminated. Environmental risk due to potential transformer oil spill/fire will also

be eliminated.

The cost to convert customers currently supplied by MS#4 is listed below.

2020

2015

2016

2017

2018

2019

MS#4

$100,000

$200,000

$0

$0

$0

$0

Milton Hydro will eliminate the monthly inspection costs associated with substation
inspections and the costs associated with contractor inspection and testing on an annual
basis. Milton Hydro expects to save approximately $7,000 annually on inspections and
testing. MS#4 is nearing the end of its useful life, Milton Hydro anticipates avoiding an
expenditure of approximately $500,000 in rebuilding/placement costs by converting the area
to 27.6kV.

Optimized distribution feeder costs through the agreement to use feeder positions and

station capacity at Oakville’'s Glenorchy MTS.

There are no implementation costs associated with the Glenorchy MTS feeders during the
2015 to 2020 period. The savings associated with the Glenorchy MTS feeders during the

2015 to 2020 period are efficiency savings associated with utilizing one Transformer Station
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to supply Milton Hydro and Oakville Hydro load versus having sourced Transformation

capacity (in 2013) from a different source.

Ongoing conversion of CableCAD data to the ESRI GIS has been contracted out to Guelph
Hydro.

This is part of the GIS project described in 3) above. All costs and anticipated efficiencies
described in 3) are equally applicable to this discussion. Specific to this discussion the costs

attributable to Guelph Hydro for implementing the GIS are listed below.

2015 2016 2017 2018 2019 2020

Guelph
uep $51.895 | $0 $0 $0 $0 $0

Hydro

10

11.

. Control room functions have been contracted out to Guelph Hydro beginning in November

2014. This is expected to save Milton Hydro building, equipping and staffing a control room.
Milton Hydro’s head office will be moving to a new location in 2015 due to lease expiry and
availability of existing facilities. The new location is an existing building being renovated to

meet Milton Hydro’s needs.
Please refer to OEB Staff interrogatory 2.0 — Staff 22

Milton Hydro uses single bucket material handling trouble trucks. These trucks can perform
multiple functions with one truck allowing the operator to Jib live conductor, replace an
overhead transformer and/or change out an underground pad-mounted transformer carried
on the truck to the job site. The most common material used to restore power can be carried
directly on this vehicle to the site. This results in a reduced need to call in additional staff or
equipment to help with the process such as stores keepers, truck drivers, digger trucks etc.

The benefit to the customer is increased productivity, reduced outage times and lower costs.

The investment/savings for single bucket material handling trouble trucks will be:

2015 2016 2017 2018 2019 2020

Cost $250,000 $325,000 $0 $0 $325,000 $350,000
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Savings

$0

$18,000

$18,000

$18,000

$18,000

$18,000

12. Milton Hydro with support from the Lines group introduced paid lunch (eating on the fly).

This initiative is expected to increase efficiency as staff will reduce set-up and tear-down

time (i.e. for cranes, bucket trucks, digger trucks, traffic control, etc.). This change will also

decrease costs through an expected reduction in overtime pay.

The investment/savings for eating on the fly initiative will be:

2015 2016 2017 2018 2019 2020
Cost $0 $0 $0 $0 $0 $0
Savings | $0 $28,000 | $28,000 $28,000 $28,000 $28,000

13. Previously, Milton Hydro line staffs were performing meter reconnections after normal

business hours. After considering the costs associated with having line staff perform meter

reconnects after hours, Milton Hydro no longer performs reconnects after normal business

hours. This productivity initiative will reduce costs as overtime will not be required.

The investment/savings for not performing after hour reconnects will be:

2015 2016 2017 2018 2019 2020
Cost $0 $0 $0 $0 $0 $0
Savings | $10,800 $10,800 | $10,800 $10,800 $10,800 $10,800
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1-SEC-12
[Ex. 1, p. 95]

Please confirm that, although the Applicant is proposing a weighted average rate increase of
6.1% (deficiency of $990,647 from the Revenue Requirement Work Form) that includes an
offset of $2,050,703 from the CGAAP to IFRS change. Please confirm that, compared on an
“apples to apples” basis to previous rates, the proposed weighted average rate increase is
$3,041,350 or 18.8%.

Response:

Milton Hydro confirms that, in its Application, it is proposing an increase of 6.1% over the
distribution revenue at existing rates ($990,647/$16,216,720) that includes an reduction of
$2,050,703 from CGAAP to IFRS. Milton Hydro confirms that when compared on an “apples to
apples” basis without the IFRS adjustment that that Milton Hydro’s base revenue requirement
would approximate $3,041,350 or 18.8%. Milton Hydro has not rerun the models to verify the

amount.

The adjustment for IFRS has reduced Milton Hydro’s base revenue requirement by $2,050,703

which has resulted in savings in rates for Milton Hydro’s customers.

Please refer to Milton Hydro’s updated RRWF for its revised Revenue Deficiency.
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1-SEC-13
[Ex. 1, p. 104]

Please provide the budget presentation given to the Board of Directors on November 10, 2015,
and any budget or rate application presentation given to the Board of Directors on November
23, 2015.

Response:

Milton Hydro has provided the budget presentation to the Board of Directors on November 23,
2015 (the November 10, 2015 meeting was cancelled). The budget was approved at the
November 23“’, meeting. ATTACHMENT 1-SEC-13.
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1-SEC-14

[Ex. 1, p. 107]

Please provide all presentations, reports, memoranda and other documents provided to the

Relocation Committee.
Response:

Milton Hydro has provided the information provided to the Relocation Committee as
ATTACHMENT 1-SEC-14.
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1-SEC-15
[Ex. 1, Attach. 1-1 and 1-2]

Please advise which of these documents is the current Strategic Plan of the Applicant. If neither

is the Strategic Plan, please file the current Strategic Plan.
Response:

EXHIBIT 1, Attachment 1-2, “Board Strategic Planning Session” dated October 23, 2014 is
Milton Hydro’s most current Strategic Plan. EXHIBIT 1, Attachment 1-1, “Milton Hydro
Strategic Plan & Priorities” dated September 12, 2014 was developed by Senior Management in
advance of the Board of Directors Strategic Planning Session as a starting point for their
planning session. Senior Management identified its Strategic Priorities for 2015 onwards

identifying Key Strategic Initiatives and specific milestones and action plans.
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1-SEC-16

[Ex. 1, Attach. 1-1, pp. 8-9]

Please explain why page 8 lists the third area of focus as “Shareholder Engagement”, while

page 9 lists it as “Stakeholder Engagement”.
Response:

Milton Hydro would advise that page 8 should read “Stakeholder Engagement”, page 9 is

correct.



Milton Hydro Distribution Inc.
EB-2015-0089
INTERROGATORY RESPONSES
Filed: December 18, 2015

Page 51 of 901

1-SEC-17
[Ex. 1, Attach. 1-1, pp. 12-15]

Please confirm that this table is intended to be a prioritized version of the list on page 11.
Please advise whether the prioritization in this table is based on order of importance, or
chronological order of either initiation or delivery target. If neither, what is the basis of the

prioritization?
Response:

Milton Hydro confirms that page 11 highlights the priority initiatives identified through a
brainstorming exercise conducted during the Strategic Planning process. Pages 12-15 are the
Key Strategic Priority Initiatives for Milton Hydro but are not necessarily prioritized in terms of
importance. Apart from the Cost of Service being seen as the most important item in the short
term on the list due to the time and resource commitment being required, the balance of the
initiatives are in the order that Milton Hydro would like to achieve the initiative recognizing that

other issues may arise that impacts the timeline.
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1-SEC-18
[Ex. 1, Attach. 1-2]

Please advise whether the Board of Directors Strategic Planning session was intended to be a
new look, from scratch, at vision, values and success factors, or was instead a review of those

areas as already proposed by management after their previous session.
Response:

Both the Senior Management and Board of Directors Strategic Planning sessions afforded each
group an opportunity at a new look, from scratch, at vision, values and success factors. The
Strategic Planning facilitator took both groups through the same planning process. Once the
Board of Directors had identified their Vision, Values and Success Factors, it was compared to
the Senior Management teams plan. The Board of Directors and the Senior Management team

then jointly finalized Milton Hydro’s vision, values and success factors.
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1-SEC-19
[Ex. 1, Attach. 1-2, p. 13]

Please advise the Applicant's current consolidation strategy. Please advise whether the
guestion “What does the shareholder want” has been asked and answered, and if so provide
details. Please provide full details of all actions planned for the Test Year to pursue the

Applicant’s consolidation strategy.
Response:
Milton Hydro does not have a current consolidation strategy.

Based on third party information and shareholder discussions, Milton Hydro believes that the
existing and proposed growth will add significant value to the utility. It is unlikely that an investor

would be willing to compensate today for potential future growth and value.

As such the current consolidation strategy is to continue to grow the value of Milton Hydro while
being aware and reviewing any purchase or sell options on an individual basis, if and when they

occur.

No actions are therefore being planned.
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1-SEC-20

[Ex. 1]

Please provide a copy of the most recent Shareholder Declaration or Shareholders Agreement

for each of the Applicant and its holding company.
Response:

Milton Hydro included the Shareholder’s Direction as Attachment 1-13 to its Application.
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1-SEC-21

Interrogatory:

[Ex. 1] Please provide full calculations of the Applicant's regulatory ROE for each of 2014

actual, and 2015 forecast.
Response:

Milton Hydro has provided its Regulatory ROE calculations for 2014 Actual and 2015 Bridge

Year Forecast below:
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Calculation of ROE on a Deemed Basis

UTILITY NAME: Milton Hydro Distribution Inc.
YEAR END DATE: December 31, 2014

Please input based on your utility in the grey cells.

Regulatory Net Income Calculation:

Regulated net income, as per RRR 2.1.13 reconciliation

Remove:
Future/deferred taxes
Non rate regulated items

Adjustment to interest expense - for deemed debt
Adjusted regulated net income

Deemed Equity Calculation:
Rate Base:

Cost of power

Operating expenses
Total

Working capital allowance %
Total working capital allowance
Fixed Assets

Opening balance - regulated fixed assets (NBV)

Closing balance - regulated fixed assets (NBV)
Average regulated fixed assets

Total rate base
Regulated deemed short-term debt

Regulated deemed long-term debt
Regulated deemed equity

Regulated Rate of Return on Deemed Equity

ROE% from most recent cost of service applicatiol last approved EDR

Difference - maximum deadband 3%
Interest adjustment on deemed debt:

Regulated deemed short-term debt - as above
Regulated deemed long-term debt - as above

Short-term debt rate

Long-term debt rate
Average debt rate

Regulated deemed debt - as above
Weighted average interest rate
Deemed interest
Interest expense as per the OEB trial balance
Difference
Utility tax rate
Tax effect on interest expense
Interest adjustment on deemed debt:

2014 Data
$2,941,700 A

$(387,138) B

$0c
$ 159,984 D (=)
$ 3,168,853 E = A-B-C-D

$90,675,253 F
$ 8,543,899 G
$99,219,151 H=F+G

15%
$ 14,882,873 5

$ 58,229,945
$ 65,994,854
$62,112,400 $62,112,400 K
$ 76,995,272 L=J+K
4.00% $ 3,079,811 m
56.00% $43,117,352 N
40.00% $ 30,798,109 P

$ 76,995,272

10.29% Q= E/P

9.58% R

0.71% s=Q-R

$ 3,079,811
$43,117,352
$ 46,197,163

6.67%
93.33%
100.00%

2.46% 0.16%

4.85% 4.53%

4.69%

$ 46,197,163
4.69%
$2,166,955 T
$1,954,915 U
$212,040 v=T-U
24.55%

$ (52,056)
$ 159,984 w

Staff Comments
Must match regulated netincome amount from 2.1.13
template. Input net surplus as positive number and net
deficit as a negative number.
Must match account 6115. Input deferred tax expense as
a negative number and deferred tax income as a positive
number.
As an example, non rate regulated items may include
income/expenses associated with generation or CDM

Staff Comments

Must match sum of accounts 4705 to 4751 inclusive.
Input as positive number.

Must approximate sum of accounts 4505-4640, 4805-
5695, 6105, 6205-6225, 6310-6415. Input as positive
number.

Must match percentage allowance in last approved CoS
rate proceeding

Please make the necessary adjustments to bring the
fixed assets reported in the Audited Financial Statements
to reflect the regulated rate base.

NBV = Net Book Value

Staff Comments

Must match approved ROE from last CoS rate proceeding

Staff Comments

Interest rate on short-term debt from last approved CoS
rate proceeding
Interest rate on long-term debt from last approved CoS
rate proceeding

Must match sum of accounts 6005-6045

Distributor's Board-approved tax rate from the distributor's
last rate application(IRM or CoS).

Note: 2013 Regulated Fixed Assets should have been reduced by $1,109,265 for USoA 1905 Land as per 2011 Settlement Agreement. The
Land purchased in 2009 was reduce by 50% to reflect that only 50% was being used for storage (used and useful). Accordingly the 2014
Regulated Fixed Assets have been reduced by the same amount. This has resulted in an increase in the Regulated Rate of Return on
Deemed Equity of 0.2% from what would have been 7.6% to 7.8% as above.
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Calculation of ROE on a Deemed Basis

UTILITY NAME: Milton Hydro Distribution Inc.
YEAR END DATE: 2015 Bridge Year

Please input based on your utility in the grey cells.

Regulatory Net Income Calculation:

Regulated net income, as per RRR 2.1.13 reconciliation

Remove:
Future/deferred taxes

Non rate regulated items

Adjustment to interest expense - for deemed debt
Adjusted regulated net income

Deemed Equity Calculation:
Rate Base:

Cost of power

Operating expenses
Total

Working capital allowance %
Total working capital allowance
Fixed Assets

Opening balance - regulated fixed assets (NBV)

Closing balance - regulated fixed assets (NBV)
Average regulated fixed assets

Total rate base
Regulated deemed short-term debt

Regulated deemed long-term debt
Regulated deemed equity

Regulated Rate of Return on Deemed Equity

ROE% from most recent cost of service applicatiol last approved EDR

Difference - maximum deadband 3%
Interest adjustment on deemed debt:

Regulated deemed short-term debt - as above
Regulated deemed long-term debt - as above

Short-term debt rate

Long-term debt rate
Average debt rate

Regulated deemed debt - as above
Weighted average interest rate
Deemed interest
Interest expense as per the OEB trial balance
Difference
Utility tax rate
Tax effect on interest expense
Interest adjustment on deemed debt:

2015 Bridge Year
$1,204,155 A

B

$0c
__ $44,905D(=w)
$ 1,159,250 E = A-B-C-D

$ 105,690,373 F
$ 10,053,141 G
$ 115,743,514 H=F+G

15.0%
$17,361,527 J

$ 65,994,852
__$80,801,054
$73,397,953 __ $73,397,953 K
$90,759,480 L=J+K
4.00% $3,630,379 M
56.00% $50,825,309 N
40.00% $ 36,303,792 P

$ 90,759,480

3.19% Q= E/P

9.58% R
-6.39% S=0-R
$ 3,630,379 6.67%
$ 50,825,309 93.33%
$ 54,455,688 100.00%
2.46% 0.16%
4.85% 4.53%
4.69%
$ 54,455,688
4.69%
$2,554,335 T
$2,494,819 u
$59,516 v=T-U
24.55%
$(14,611)

$ 44,905 w

Staff Comments
Must match regulated netincome amount from 2.1.13
template. Input net surplus as positive number and net
deficit as a negative number.
Must match account 6115. Input deferred tax expense as
a negative number and deferred tax income as a positive
number.
As an example, non rate regulated items may include
income/expenses associated with generation or CDM

Staff Comments

Must match sum of accounts 4705 to 4751 inclusive.
Input as positive number.

Must approximate sum of accounts 4505-4640, 4805-
5695, 6105, 6205-6225, 6310-6415. Input as positive
number.

Must match percentage allowance in last approved CoS
rate proceeding

Please make the necessary adjustments to bring the
fixed assets reported in the Audited Financial Statements
to reflect the regulated rate base.

NBV = Net Book Value

Staff Comments

Must match approved ROE from last CoS rate proceeding

Staff Comments

Interest rate on short-term debt from last approved CoS
rate proceeding
Interest rate on long-term debt from last approved CoS
rate proceeding

Must match sum of accounts 6005-6045

Distributor's Board-approved tax rate from the distributor's
last rate application(IRM or CoS).
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1.0-VECC-1

Reference: E1l/pg.30
a) Please provide an amended Graph 1-2 in constant (2005) dollars.
b) Please provide the data used to create Graphl-2.

Response:

a) Milton Hydro has provided an amended Graph 1-2 in constant (2005) dollars below.
Milton Hydro has added 2016 values to the graph. The 2015 Ontario CPI is as at
October 2015 and the 2016 Ontario CPI is calculated using the Geomean of 2005 to

2015.

In 2005 dollars, Milton Hydro’s distribution charges, including its proposed 2016

distribution charges, are lower than in 2005 while the electricity charges are significantly

higher.

2005 to 2016 Charges - Avge Residential Customerin

5000 2005 Doltars
P

80.00

70.00

60.00
/ === Milton Hydro Rates
50.00 N\
\/ e====E|ectricity + Global

Adjustment

Dollars $$$
D
o
o
o

30.00

20.00

10.00

0.00 - - - - - - - - - - - -
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Year
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b) Milton Hydro has provided the data used to create the Graph 1-2 in a) above in the

following Table:

Average Residential Customer 800 kWh 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Milton Hydro

Monthly Service Charge 14.88 14.07 16.13 16.02 16.05 15.87 13.42 14.93 15.11 15.32 15.51 19.91
Distribution Volumetric Rate 0.0141 0.0131 0.0133 0.0133 0.0133  0.0128 0.0138 0.0139  0.0140 0.0142  0.0144  0.0118
Standard Supply Service Charge 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25]
Distribution Chareges 26.41 24.80 27.02 26.91 26.94 26.36 24.71 26.30 26.56 26.93 27.28 29.6)
Distribution Charges in 2005 Constant Dollars 26.41 24.32 25.93 25.24 25.20 24.21 23.12 23.14 23.14 23.02 22.82 24.33
Electricity / MW + Global Adjust. 52.74 40.87 43.91 45.61 48.54 52.65 56.59 59.19 68.26 69.99 79.73 85.60

Electricity / MW + Global Adjust. in Constant 2005 Dollars 52.74 40.09 42.13 42.77 45.40 48.35 50.50 52.04 59.48 59.81 66.70 70.35]
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1.0-VECC-2
Reference: El/pg. 63
a) Please provide the cost of the Utility Pulse Survey.
b) Was the survey undertaken to meet the filing requirements of the OEB?

c) Did the survey provide any insights to Milton that it had not already acquired

through its interactions with customers?

d) Does Milton believe there is sufficient value in the information provided by the survey

to justify a similar poll in the future?
Response:
a) The Utility Pulse Survey cost Milton Hydro $22,500.
b) The survey was undertaken to meet the filing requirements of the OEB.

c) The survey provided insights into customer’s level of satisfaction with Milton Hydro as
well as customer issues. Generally customers are satisfied or very satisfied with
Milton Hydro. The common concern is the cost of electricity which most customers do
not understand is beyond Milton Hydro’s control as is evident in Milton Hydro's

response to the interrogatory above.

Please refer EXHIBIT 1, beginning at Page 59 and to the OEB Staff interrogatory 2.0-
Staff 5 for further details.

d) While Milton Hydro values feedback from customers, the substantial cost associated
with retaining a specialist to conduct the telephone survey, focus groups, and online
survey where there was minimal participation, may outweigh the benefit. Accordingly,
Milton Hydro recommends that if it is determined to continue the survey that a generic

survey be prepared to address the OEB’s concerns.
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1.0-VECC-3

Reference: E1l/

a) Please provide the cost of the Innovative Research Group survey?

b) Was the survey undertaken to meet the filing requirements of the OEB?

c) Did the survey provide any insights to Milton that it had not already acquired

through its interactions with customers?

d) Does Milton believe there is sufficient value in the information provided by the survey

to justify a similar poll in the future?
Response:
a) The Innovative Research Group survey cost Milton Hydro $55,000.
b) The survey was undertaken to meet the filing requirements of the OEB.

¢) The survey provided insights into customer’s level of satisfaction with Milton Hydro as
well as customer issues. Generally customers are satisfied or very satisfied with
Milton Hydro. The common concern is the cost of electricity which most customers do
not understand is beyond Milton Hydro’s control as is evident in Milton Hydro’s
response to the interrogatory above.

In addition, the survey indicated that an area of improvement for Milton Hydro is in
customer communications, which is addressed in this Application. The survey also
indicated that customers were satisfied with Milton Hydro’'s planning as well as
ensuring that distribution plant was replaced before failure.

Please refer to EXHIBIT 1, beginning at Page 59 and the OEB Staff interrogatory 2.0-
Staff 5 for further details.

d) While Milton Hydro values feedback from customers, the substantial cost associated
with retaining a specialist to conduct the telephone survey, focus groups, and online
survey where there was minimal participation, may outweigh the benefit. Accordingly,

Milton Hydro recommends that if it is determined to continue the survey that a generic
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survey be prepared to address the OEB’s concerns.
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1.0-VECC-4
Reference: El/pg.65

a) Milton undertook two customer surveys one by Utility Pulse and the other by
Innovative Research Group. Please explain how the objectives of these two

surveys differ and why two surveys were undertaken.

b) What, if any, differences were found in the results of the two surveys?

Response:

a) Milton Hydro undertook two surveys, the Utility Pulse survey was a customer satisfaction

survey and the Innovative Research Group survey address Milton Hydro’'s 2016 Cost of

Service Application.

b) Both confirmed a high level of customer satisfaction with Milton Hydro while the
Innovative Research Group address more specific details on Milton Hydro’s Application
and did confirm that while customers may not like a rate increase, customers did

understand the need for Milton Hydro to continue to plan for the future and reliability.
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EXHIBIT 2 — RATE BASE
2.0 — Staff 12
Interrogatory:

Ref: Exhibit 2, p. 6

Please update the Working Capital Cost of Power calculation for 2016 using the OEB'’s
October 2015 Price Report as issued on October 15, 2015.

Response:

Milton Hydro has updated the Working Capital Cost of Power calculation for 2016 using the
OEB’s October 2015 Price Report as issued on October 15, 2015. Adjustments were made

to the following:

e RPPRate- $107.28/MW

e Non RPP Rate — $ 107.28/MW

¢ Revised Loss Factor — Secondary Metered <5,000 kW —  1.0375
e Revised Loss Factor — Secondary Metered >5,000 kW —  1.0154

The revised Working Capital Cost of Power for 2016 is $113,007,734
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Residential 294,162,107 1.0375 305,193,186 $0.10728 $32,741,125

GS<50kW 78,153,771 1.0375 81,084,537 $0.10728 $8,698,749

GS>50-999kW 16,490,875 1.0375 17,109,282 $0.10728 $1,835,484

GS>1000-4999 17,187,350 1.0375 17,831,876 $0.10728 $1,913,004

Large Users 0| 1.0154 0 $0.10728 $0

Sentinel Lighting 145,711 1.0375 151,175 $0.10728 $16,218

Street Lighting 0 1.0375 0 $0.10728 $0

Unmetered Scattered Load 0 1.0375 0 $0.10728 $0
TOTAL 406,139,813 421,370,056 $45,204,580

Electricity - Commodity 2016 Non-RPP

Forecasted 2016 Loss

Class per Load Forecast Metered kWhs Factor 2016

Residential 15,468,698 1.0375 16,048,774 $0.10728 $1,721,713

GS<50kW 12,470,480 1.0375 12,938,123 $0.10728 $1,388,002

GS>50-999kW 186,837,702 1.0375 193,844,116 $0.10728 $20,795,597

GS>1000-4999 99,204,018 1.0375 102,924,168 $0.10728 $11,041,705

Large Users 135,740,770 1.0154 137,828,463 $0.10728 $14,786,238

Sentinel Lighting 0| 1.0375 0 $0.10728 $0

Street Lighting 8,298,679 1.0375 8,609,879 $0.10728 $923,668

Unmetered Scattered Load 1,096,423 1.0375 1,137,539 $0.10728 $122,035
TOTAL 459,116,769 473,331,062 $50,778,956

Transmission - Network Volume

Class per Load Forecast Metric 2016

Residential kwWh 321,241,960 $0.00752 $2,414,550

GS<50kW kwh 94,022,660 $0.00695 $653,029

GS>50-999kW kw 511,697 $3.11489 $1,593,879

GS>1000-4999 kw 230,486 $3.06351 $706,097

Large Users kw 188,668 $3.31735 $625,877

Sentinel Lighting kw 465 $2.12045 $986

Street Lighting kw 17,810 $2.10961 $37,571

Unmetered Scattered Load kwh 1,137,539 $0.00695 $7,901
TOTAL $6,039,889

Transmission - Connection Volume

Class per Load Forecast Metric 2016

Residential kwh 321,241,960 $0.00593 $1,904,391

GS<50kW kwh 94,022,660 $0.00524 $492,358

GS>50-999kW kw 511,697 $2.43324 $1,245,080

(GS>1000-4999 kw 230,486 $2.39352 $551,673

Large Users kw 188,668 $2.67679 $505,023

Sentinel Lighting kw 465 $1.67117 $777

Street Lighting kw 17,810 $1.63678 $29,150

Unmetered Scattered Load kwh 1,137,539 $0.00524 $5,957
TOTAL $4,734,409

Wholesale Market Service

Class per Load Forecast 2016

Residential 321,241,960 $0.0047 $1,509,837

(GS<50kW 94,022,660 $0.00470 $441,907

GS>50-999kW 210,953,398 $0.00470 $991,481

GS>1000-4999 120,756,044 $0.00470 $567,553

Large Users 137,828,463 $0.00470 $647,794

Sentinel Lighting 151,175 $0.00470 $711

Street Lighting 8,609,879 $0.00470 $40,466

Unmetered Scattered Load 1,137,539 $0.00470 $5,346
TOTAL $4,205,095

Rural Rate Assistance

Class per Load Forecast 2016

Residential 321,241,960 $0.0013 $417,615

GS<50kW 94,022,660 $0.0013 $122,229

GS>50-999kW 210,953,398 $0.0013 $274,239

(GS>1000-4999 120,756,044 $0.0013 $156,983

Large Users 137,828,463 $0.0013 $179,177

Sentinel Lighting 151,175 $0.0013 $197

Street Lighting 8,609,879 $0.0013 $11,193

Unmetered Scattered Load 1,137,539 $0.0013 $1,479
TOTAL $1,163,111

Smart Metering Entity Charge

Class per Load Forecast

Residential 34,018 $0.7880 $321,674

GS<50 2,646 $0.7880 $25,018
TOTAL $346,693

Low Voltage Service Rate Volume

Class per Load Forecast Metric 2016

Hydro One kwh $235,000

Oakville Hydro $300,000
TOTAL $535,000

Total Cost of Power $113,007,734

Cost of Power Summary 2016

Cost of Power Account $$$

4705-Power Purchased 95,983,536

4708-Charges-WMS 4,205,095

4714-Charges-NW 6,039,889

4716-Charges-CN 4,734,409

4730-Rural Rate Assistance 1,163,111

4750-Low Voltage 535,000

SMDR 346,693

TOTAL 113,007,734
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2.00 — Staff 13
Ref:  Exhibit 2, p. 50 and p. 55 Table 2-27

Has any information come forward, since the application was submitted, to indicate that 2015
or 2016 capital expenditure forecasts require amendment? If so please provide an update
with any rationales for changes. Are all of the projects and related capital expenditures that
are listed in Table 2-27 expected to be placed in- service in 2016 and to be added to the
2016 Rate Base?

If some of the projects that are listed in Table 2-27 are not expected to be in-service in 2016
and as a result will not be added to the 2016 Rate Base, please identify all such projects, the

associated capital expenditure and the expected in-service date.
Response:

Below is a revised version of Table 2-27 incorporating revised projections for 2015 and 2016.

All the capital projects are expected to be in-service in 2016.

In 2015 two System Access projects were deferred in response to revisions to the Region of

Halton project schedule.

In 2015 one System Renewal project, Derry Road from Appleby Line to Guelph Line was
deferred to 2016 due to financing delays with Infrastructure Ontario.

In 2015 five System Access projects were delayed due to financing delays with Infrastructure
Ontario. One project, WIMAX 100 Meter Points, was under budget due to delays in the
deploying the WiMAX infrastructure and technological changes leading to a reduced number of
required WiMAX access points.

For 2016 two System Access projects have been deferred in response to revisions to the
Region of Halton project schedule.
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Table 2-27 (2015 and 2016 columns only)

Revised Capital Projections for 2015 and 2016

Projects 2015 2915 2016 2,016
Projected Projected

Reporting Basis MIFRS Bridge | MIFRS Bridge TEST TEST

System Access 5,551,740 4,355,528] 7,906,513] 7,067,613

3rd party infrastructure requirements

ROH: Campbelleville Rd & Dublin 175,300 175,300

ROH: James Snow, extension to Campbellville (hew Tremaine Rd) 104,640 104,640

Eoonl—é:ei:filéo:) Line Reconstruction (1 km north of Derry to 197,600 197,600

ROH: Derry Rd - 2 lane Reconstruction form Millborough townline to

McNiven S

MTO: Hwy 25 & 401 Bridge Widening 296,000 287,700

Town: Main St from Bronte to Whitmer 204,973

Framgard Temp Pole Line Britan 100,000

ROH: Steeles Ave. Grade Separation CN Crossing west of Bronte St. 90,600 90,600

ROH: Steeles Ave Widening from Industrial Dr. to Martin St 2-4 lanes 284,500 284,500

ROH: Britannia Rd. from RR 25 to JSP 2-4 lanes (carried from 2014) 1,004,800 1,004,800

129 town LSL from yates Dr. to RR25 32,700 32,700

136 Town Garden lane, 400m total, 100m of which is 3 phase 133,000 133,000

131 Town 5th Line from LSL to Derry Rd. 1.5 km 415,200

132 Town 5th Line form LSL to Britannia. 1.5km 397,000

ROH: Britannia Rd. from Tremaine to RR25 (1.8km) 403,300 179,000

TOM: Bronte St from Britannia to LSL 389,900 389,900

Miscellaneous under Threshold 267,660

Road Projects Sub-Total 824,640 1,140,273 3,151,000 2,312,100

System Expansion - Development

Subdivisions 3,780,000 2,268,000 3,780,000] 3,780,000

System Expansion Sub-Total 3,780,000 2,268,000 3,780,000 3,780,000

New Customer Connections

Miscellaneous under Threshold 661,735 661,890 681,587 681,587

New Connections/Upgrades Sub-Total 661,735 661,890 681,587 681,587

Meters

Miscellaneous under Threshold 285,365 285,365 293,926 293,926

Meters Sub-Total 285,365 285,365 293,926 293,926
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System Renewal 2,087,300 1,182,889| 1,863,400] 2,473,400
O/H Rebuilds

O/H Rebuild: Guelph Line N 25 Side Road 377,000 317,986

Derry Road: Tremaine to Applby Line 204,300 200,000

Derry Road: Appleby Line to Guelph Line 276,000 280,000
Derry Rd: Trafalgar to 8th Line 155,000 155,00