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B.AMPCO4

Reference(s): Exhibit B, Tab 6, Schedule 1

Preamble:

The evidence lnd¡cates the ¡nticipat.d gross sav¡ngs of LDG Go. are S354.6 million in
operating costs and $167.6 mlllion ln capltal coltts.

a) Pleare provlde a deta¡led breakdown and descr¡pt¡on of the gross operat¡ng sav¡ngs
by year.

b) Please provide a detailed breakdown and description of the gross cap¡tel savings by
yoar.

c) Please provide the assumptions, analysis and calculatlons used to arrive at the
projected annual savings amounts.

d) Please identify any spec¡flc factors that may afúect the achievement of the expected
efficiencies añd the recovery of costs associated with the proposed transaction in the
timelines projected.

e) Please êxplaln how the forecast savings take into account the forecast productivity
savings prevlously identified in the last rebasing or Custom lR applications of the
four LDCs prt-mergor.

0 Please provide the total gross payroll reduction savings over the ten year period 2016

to2025.

g) Please providc the total employee reductions by year for the years 2016 to 2025.

Rcsponsc:

a) Please see the Applicants' response to lnterrogatory B-Staff-7a),

b) Please see Table 1 below for a detailed breakdown of the gross capital savings by year-

+
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5 Table I - Detailed Breakdown of Gross Capital Savings by year ($MfU¡

c) The Applicants have used 2015 Budget numbers as thê base for cafculat¡ng operating and

capital synergies,

The following assumptions apply to operating savings categories as identified in section a)

above:

. Consolidation of core enterprise applícations during years one, two and three post

consol¡dation; to include: i) legacy Customer lnformation Systems will be migrated to a
single consol¡dated Oracle Customer Care and Billing ("CC&B") system; ii) legacy

Enterprise Resource Planning ("ERP") systems will be migrated to a single consolidated

system; and ¡i¡) legacy Geographic lnformation Systems ('GlS') and Outage

Management Systems ('OMS") willbe consolidated to a single system;

Consolidation of four existing Call Centres to two, and four exísting Control Rooms to

fwo;

Utilization of six existing service centres for Construction and Maintenance, Trouble

Response, Logistics, Fleet Services and Metering; and

The Parties will leverage best practices in Asset Management; to include: i) evaluation of
long term capital plans; ii) maintenance practíces; iíi) design standards; and iv) operating

standards.
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Caoital Syncrqie¡ 2016 2017 2018 2019 2020 202',1 20u2 2023 2024 2025
lntegrafon ofAsset
Manaqement svstems 1.4 1.2 0.3 o-2 3.1

17.8 13.8 20.8 1 5.1 22.O 89.s
Supply

0.5 3.2 3.2 3.2 32 32 3.2 3.2 3.2 3.2 29.3
Other Operations
economies of scale 3.3 4.4 4.5 4.7 4.8 4,8 4.8 4.8 48 4.8 45.7

TOTAL 23.0 22.6 28.8 23.2 30.0 8.0 0.0 8.0 8.0 8.0 167.6
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The following assumptions apply to capital savings categories as identified in section b)

above:

lnteqration of Asset Manaqement svstems

. Consolidation of GIS and OMS of the legacy companies is expected to m¡grate into one

common lntergraph GIS and OMS environment;

All legacy GIS-OMS systems are expected to be migrated to a single consolidated

lntergraph GIS-OMS system by the end of Year 3; and

All legacy SCADA systems are expected to be migrated to a single consolidated SCADA

systêm by mid of Year 2.

lnteoration of lT qvstems

o The new company wÍll be standardized on a single set of common best-practices

business processes;

Consolidation of Customer lnformation Systerns of all legacy companies is expected to

mígrate to one common Oracle CC&B system, by the and of year three, to facilitate

integration of Customer Service business functions and improve service to customers;

a

a

a

a

a

Consolidation of the ERP system of all legacy companies into the JD Edwards system

environment is expected by the end of year two, to facilitate the integration business

operations; and

To consolidate enterprise cyber security practices and technologies into a single

common set of processes and systems that provides the protection of information and

the entire information technology architecture to support all business and regulatory

requirements of the new company.

Suoolv Ghain discounts and rationalization

. Synergies creâted through contract consolidations, standardization of materials and

purchasing volume discounts realized by economies of scales; and
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a Rationalization of fleet investments through applylng best practices.

Other Ooerations economies of scale

. Better aligned contractor management strategies will lead to a reduction in contractor

costs in the new organization.

d) Pleasa see the Applicants response to lnterrogatory B-Staff-9d).

e) As mentioned in c) above, the Applicants used the combined 2015 Budget numbers from

each utility as the base for the cafculating transitlon costs and savings. The 2015 Budget

figures incorporated productivity savings that were previously identified in the last rebasing

or Custom lR applications of each of the LDGs before the merger.

f) As indicated in Figure 28 on page 2 of Exhibit B, Tab 6, Schedule 2, the total gross payroll

reduction savíngs over the ten year period 2016 to 2025 is $306.gMM.

g) Please see the Applicants'response to lntarrogatory B-AMPCO-6c),
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F.CCC-32

REF: Ex. FITIlp.10

+ The evidence states that PowerStream has a significant pole replacement program due
s to the quantity of wood poles in service. Please provide the annual historical costs of
s this program (2012-20'14 and 2015 budget). With the introduction of pole
z reinforcements, how will the costs of this program change during the term of the plan?

RESPONSE:

As detailed in the consolidated DS Plan, Appendix A, Project lnvestment Summaries,
Project Code 100867, the annual historical costs are shown below:

10
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Hlstorical Pronosed
Svstcm Rcnewal 2l¡x2 20ül 20t4 20lti
Overhead Llncs - Planncd Assct lsplacement (sr (sr rsl ts)
Pole Replacement Program 4,111,s07 5,O45.992 4.472.277 4.645,383

ls lt is estimated that PowerStream will use the pole reinforcement method at 30 pole
16 locations per year. For each pole reinforcement location, it is estimated that the cost
L7 saving is $7,000-$9,500 for a typical pole (pole reinforcement cost vs. pole replacement
18 cost). The potential cost savings for 30 poles is estimated to be $285,000 per year. This
19 cost sav¡ng has been reflected in the pole remediation program from 2015 to 2020.
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G-VECC-19

REF: G-2-l Gonsolidated DSP (pdf pg. 4501

¿ The entire justification for $4.6 million in renovations to the Barrie building appears to
s be to create corporate uniformity in office space. The building is noted as being 20
s years old.

a) How many staff are housed in this building?
b) When was the building last renovated?
c) lt is noted that there is potential for leasing extra space in this building. Please

explain what amount of space and expected revenue might be expected.

RESPONSE:

14 a) The Barrie building accommodates 107 employees.

ts b) This is the first renovation for this building since it was built in 1989/1990
16 excluding minor changes to accommodate business needs.

7

I
9

10

ll

L2

13

t7
18

c) PowerStream will have available 7,000 square feet for potential lease. lt is
believed that the space may lease for $8.00 - $10.00/sqf.

19
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B-AMPCO.I5

Reference(s): Exhibit B, Tab 6, Schedule 5, Page I

Preamble:

At reference l, the evidence statos "The financial plan has been modelled on th6 basis
that the ongo¡ng sustainment and growth requirements of the electricity distribution
system are provided for in a manner cons¡stont with the long-term forecasts of the
entities comprising LDC Go. Each entity has long-term capital plans based on detailed
asset cond¡t¡on assessments, growth est¡mates, and sound eng¡ne€r¡ng principles

a) Please complete the following Table regarding the current condition assessment of
systom assets:

LDC Total # of
Assets

% of Assets At
or Beyond
Typical Useful
Life

% of Assets in
Poor or Very
Poor
Condition

% of Assets in
Fair Condition

Enersource
Horizon
PowerStream
HOBNI

Response:

a) The most recent summaries of the Asset Condition Assessments ("ACA") for Enersource,

Horizon Utilities, Powerstream, and HOBNI are provided in the tables below.

Enersource

Enersource's ACA is based on the Kínectrics lnc. methodology where the assets are

categorized and the Health lndex is calculated forthe assets within each group. An asset's

Health lndex is given as a percentage, with 100% representing "as new" condition. The

Health lndex results are categorized as follows:

Very Poor Health lndex< 25o/o

Poor 25o/o 3 Health lndex <50%

Faír 50% s Health lndex < 7Oo/o

Good 7lo/o S Health lndex < 85%
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Very Good Health lndex ) 85%

Enersource's ACA does not determine the percentage of assets at or beyond typical useful

life.

Table 1 below provides the asset information from Enersource's ACA dated June, 2016

Table I - Enersource Asset Condition Assessment

Horizon Utilities

Horizon Utilities' ACA was also performed by KinectrÍcs lnc. using Kinectrics' methodology.

Horizon Utilities' ACA does not determine the percentage of assets at or beyond typical

useful life. Horizon Utilities utilizes the same Heath lndex distríbution as Enersource.

Table 2 below provides the asset information from Horizon Utilities'ACA dated November

27,2013.

27

22

23

24

25

26

27

28

29

Sust¡tim TÆngfôrntrs - ln Seruice 108 nle 4% ïVo

Suetaüon Tranloí¡Ers - Spareg '12 11/a 8% o%
Substelion Circuit B¡eakers - All 432 ìlà oe/" 50/"

SubBtalion Circuil Breakers - Hoh Vollaoo 56 nle oo/" Oo/"

Substålion Circuit Breekers - Loilrvoltaoo 376 n,ln o./" 6%
T¡ensformrs - Pole ì/bunted 6 t6:l ñlÀ :lol" 5%
Tansfornprs - Sinoþ Phasg Pad MounH 14 261 nle 6% 50/"

TensfornerE - Three Phasê P.d Mounted 1 860 nle 40/" 204

fransfoíhers - Vault 3 ß5¿ nlâ 1 10/" 80/"

Pãd MilnH Switchæer 70/"834 nlâ 3o/o

)¿rhead Sr¡itchea - il4 kV 337 nl^ 2Vo 5o/o

Oçrhead S'vúbhes - 27.6 kV 204 nle oo/" w"
Owrhead Swibhss - lnline 2 000 îJa 40/" 100/^

OErhmd Su¡tch€B - ft/b¡trlzed llo 20À

Underoround C€ble - irain F€€der Primary 2.238 lkml n1e 12%. 60/¿

Undgrqround Cabþ - Disùibution Primarv 4 076 lkml nlã 21% 10n/"

Poles - Wood 1) &A nla 16% 280/"

Poþs - ConcrêiÐ q d¡ß ila 70/" 110t"
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30 Table 2 - Horizon Utilities Asset Condition Assessment

PowerStream

PowerStream uses the ACA methodology developed by Kinectrics lnc. On an on-go¡ng

basis, PowerStream continues to fine-tune the ACA models and updates the parameters to

reflect PowerStream's current asset information. The Health lndex results are categorized

as follows:

Very Poor Health lndex < 30%

Poor 30% < Health lndex <50%

Fair 50% s Health lndex < 70%

Good 70% < Health lndex < 85%

Very Good Health lndex > 85%

PowerStream does calculate the percentage of assets at or beyond typical useful life. This

calculation is based on the asset age compared to the Useful Life as indicated in the Asset

Amortization Study conducted by Kinectrics lnc. for the OEB.

Table 3 below provides the asset information from PowerStream's ACA dated December 31,

2014.

31

32

33

34
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38

39

40

4t

42
43

44

45

46

47

48

49

â...l Tdaol

^-l¡

tCA...tÆa
Bótcrdfyto{

ll¡¡fr¡l llt

*olA..a¡hËa
tU.ry?oo?

Gandtoç

¡oelr.¡lBtdt
Gornldon

Subsùalion Transformrs 70 nla oo/" 'loo/"

Subshlion Circu¡t Breakers 279 nla ,201" 1âq/"

Subslaùon Switchqear 37 nla 320/" 490h
Pole Mountod lansfornnrs 1' AAÂ nle 60/" 49/"

O¡rrheed Conductors - Prirnâry 3386 lkml nla 50/" 10/"

uerhead Conductors - Secondary 2196 lkml nlã 9% 36/"

Oærhead Conductors - Senice 19fì'l /kmì îlâ 110/" 4%
O\crhead Linâ Swilches 712 nla 200/" '100/"

Wood Poles 42.O37 nla 1 10/" 70/"

Concreb Poleg I 781 nla 5V. 2To

Underground Cablec - XLPE Prirherv 2060 lkmì îla 29% 180/"

lJnd€roroùnd Cabþs - PILC Primrv '1532 lkrnl nlà 10/" 2o/n

Underqround Cabþs - D¡rect Buried Secondery 757 lkml nla 420/" 2)o/"
Underoround Cebles - ln Duct Secondarv 533 lkmì nlu 4)o/. 1Ao/^

Underoround Cebþs - Direct Buried Seruíce â47 lkm\ nla 630/" 210/"

Undsroround Cabl€s - ln ouct Servcê 5ÂA lkml nla 4o/" 180/"

Pâd [r'lounlêd Trånsformrs 5 9{b nlA io/" oo/"

Pad irountod Switch¡ear 't86 ñlâ 1% 3%
Vault Transfonrìers 4 t69 nlâ 4go/o 400/"

Utilitv Chambers ) /t7s nla 10/. 20/"

Vaults 3 4t3 âlu ool" oo/"

ubñþrs¡ble LBD Switchas '117 nla 4ão/" )70/"
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s0 Table 3 - PowerStream AGA Asset lnformation

HOBNI

HOBNI's ACA was also performed by Kinectrics lnc. us¡ng Kinectrics' methodology.

HOBNI's ACA does not determine the % of assets at or beyond typical useful life. HOBNI

utilizes the same Heath lndex distribution as Enersource.

Table 4 below provides the asset information from Hydro One Brampton ACA dated May 31,

2013.

Table 4 - HOBN!Asset Condition Assessment

51

52

s3

54

55

56

57

58

59

60

Transformer Station Power Transformers 24 0% 0o/o 0%
[\ilun icipal Stat¡on Power Transformers 72 25% 0o/o 1%
Transformer and Municipal Station Circuit Breakers 398 1Qo/o 13o/o

Transformer Stat¡on 230 kV Primarv Switches 22 Oo/" Oo/" O'/o
Municioal Station Prímarv Switches 1% ool"58 0%
Transformer Slalion Caoacitor Banks o 0o/o 0% oo/
Iransformer Station Reactors 34 0% 0o/o 0%
TS Station Service Transformers 20 o!/o oo/" o%
TS 230 kV Prirnarv Meterino Units 30 Oo/" Oo/" 0%
fS P&C Relavs - Electrom€chanicâl 35 11% 230h 17o/o

TS P&C Relays - Solid State 45 20îlo 9Vo 38%
TS P&C Relays - M¡croprocesEor 115 2% o% 80/"

Jnderqround Cable I 220 lkmì 33Vd 2qo/i 13To
Distr¡b0tion Transfonners 44 112 2V" 140/" 20%
Swltchoeer 1.821 lOlo 10% 6%
Mini-Rupter Sw¡lches 4it3 17olo go/o 280/^
Autonìaled Switches SU ZYù 40/o 50/"

Wood PoleÉ 38 070 90/" 30/" 19Yo

ubstetion Transfonrærs 20 nla )5s/" 50/"

Subslation Breakers - Air 7 n/s 86% oo/"

Subslation Breakers - SF6 19 nla Oo/n Oo/,,

Substation Breakers - Vecuum 47 nla ¡o/" 4%
T¡ansformer- Sinole Phase Pole Mounl 1 6A2 1flo/^ 6o/o

Transformer - MinÊPad 12 ß1 10/" 4o/"

ïransformer - 3 Phes6 Pad Mounted 825 nle ov" 1î/"
Iransform6r - Vault 1.413 nle 60/" 70/^

witches - Load Break 140 oo/" 00À

Pad Mount Switchgear 292 nla 70/" oo/"

Wood Poles - Less than 55 feet 5.7'16 nla 90À 320/"

Wood Poles - Greater than 55 feet 3.851 nle 1D/" 1lYo
Underoround Feeder Cable . Primarv XLPE 711 lkml nla 230/" 20/.

Underoround Distribution Cable - Primaru XLPE 2 411 (kñ\ alà 270/"

SCADA Batteríes 157 nlà 100À 60/-6L
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to replace assets in grcups. The results were also examíned in light of cxeoution

feasibnity by TI{ESL. liascd upon these analyscs, the recommend unit replacement

forecast is listed in Table 5.

Trblc 5 Rccommendcd unit replecemcnt forcc¡st

J.5 SustaìnÍng Capilal Reqai¡encals

Table 5 was furthcr simplified by grouping assets that w
dist¡ibution systcm and then cstimates generated for the

each group. TI{ESL forecssts that it will need to make sus . r!^:^- *,---,. 
of

upp.oîitot.ly $1.2 billion over the next ten years to maintain asset condition' Nearly

20t6 Tot¡l20 l52013 201420122010 20ll2ffi7 200E 2009
6l56 5716 7 76 6St¿ùoo lrusftt¡r€i!

2t22l 2t2325 u25 2522 23,3

404 144 144 4 4
Srrltdt¡Er
A^mblic¡ 4

0000 000 00 0 0

t8 6t158&6960 69 ,ó950 il55

6ll8s87 t876356ttót8 ótt635 6t8
Sutm¡aible
T¡en¡fannas ttt 597

24 n3242629 292923 26 2933

t76l33t3ó3 335393393 39?363 t93452 341
PobMo¡urtcd
În¡¡¡firu¡¡:

169 tT'(tt69r93 180193193 r93t09 172 rt0
I l!xt2l{51r t49 ¡06112431241I r40 t243 1243l43lWood Poto¡

t0050 505050 505050 50 5050

t7tts59 5564&il ø30 56 59

5 JO5s 5555 5 55

49 5614953It 5E5850 53 5t

Undo¡¡¡qmdC¡blc
In Duct
løndr¡uorkmì n

226 2:¡ór2262452ffi 266262to 245 26

Undcr¡rou¡d C¡blc
Dir€ct &rÍod
lconú¡¡ror ln) t24

lo 100l0l0 l010r0 l0l0 l0l0
3mt030 30303030 30 3030 l0 tnn2æO 26n29V21132 3r32tlf22m2 3tl2n6 2736TOTAL
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Toronto Hydro-Electric System L¡mited

EB-2014-01ló
Exhibit lA

Tab 2
Schedule I

ORIGINAI
Page ? of30

Toronto H.ydro CIR Applicntion 2015-2019
Erecutive Sunrmary
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I

9

l0

ll

t2

l3

l4

l5

t6

17

18

l9

20

2t

22

23

24

including a secondary network system, is unique in its span and configuration in

Ontario's distribution sector.

Toronto Hydro's

distribution system

includes a large and

growing backlog of

assets that are

operating beyond their

expected useful lives -
an estimated26%by

2015. If the utility

were to invest in a minimal and reactive way (i.e., run-to-failure), this number is forecast

to reach 32%by 2020 andreliability would likely deteriorate.3 Toronto Hydro's system

also faces pressures from economic (system load) growh and capacity constraints. This

results in part from large-scale projects in Toronto such as transit projects, and increased

proliferation of distributed generation. Changes in climate and extreme weather also put

additional strain on the distribution system.

In addition, approximately 50% of

Toronto Hydro's workforce is

projected to retire over the next

decade, and2lo/o during the next

five years. Of that25o/o,

3 Toronto Hydro projects that a run-to-failwe approach would result in SAIFI (System Average
Intemrption Frequency fndex) worsening by approximately 30Yo and SAIDI (System Average Intemrption
Duration Index) worsening by approximately 24o/o from20l5-2019.

¡Aesctr To Rr.ch U¡.lul Llfr ln
N.xt 5 Yron (m201

rA¡!.t3 rl End ot Ulcful Llfi by
2016

rAr¡.tr Not åt End ot Uscfu¡ Llfc
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Table 23. Asset Health lndex Summary

Poles
Concrutr

Table 24. Asset Management Strategy

Enersource Distribution System Plon 2015
Version: 4.1

Date: Decemher 9,2075

l¡ñlft

ún <1% t6 4% 9s96 20

lf)

â..

22

33

20

2I
2r

16

27

t8

16

I8

21

27

20

18

8966 979Ê

PopdrüoD

108

vtry
3-d

lr. ltxf
47,x

(.tül

2%

<ßl ('ül
LA|l 36%

Poor ¡dt €úd
l¡¡ - 150 170

82x <t%

H..ltà lnder Obtrlbrdor
Alr¡nta
H.rllñ
lndrr

ttrry tool
l< 2till

A!r.tC.t.¡ow

ln Servicr
5ubst¡llon Transformcrs

1Z BO9l 8% 0% L7 8% 67Yi

Clrcuit Brc¡kcrc

Pol: Mountrd Transfo¡mrrs
510

5346

949f 2%

gzrli 1 2'X

< LYo

< 1?6

¿%

6%

4%

1196

9396

8096

L4242 E?96 <f% 4% 716 2e% 5996
Pârl Mountld Transfotmels

vault fr¡ßformeß

I Ph¡se

3 Phase L82L

3861

9416

87.x

< Lr6

2%

z%

7',yn

4Yo

7%

9%

1391

84Yo

TLYn

P¡d Mount.d Swltch6eer 862 %% 6% 3% 7% t9Yo 6s%

44kv

27.6kV

338

2L1

95'6

9716

ryo

0%

5%

r)6 3YÞ

<L% 61t

z%

88%

93%

lnllni 2flflz 93rÄ 196 3% 4% s% 85%

Motori¡ed

Môln Freder

104

2233

85%

7S16

8Yn

L2r6

7%

96
296

o%

6%

7%

1S%

739ÉUnderground C¡blas

'Note thot results arE glven ln term6
of conductor-km

(lr.rhe¡d Sultches

Oistribulion 4038 709í ' 279( 13'6 0% 6% 60%

\^/ood L29L7 79'X 9% 9% 7% 15% 60%

Swltchgear lnspections Preventative 1 Year

Breaker & Recloser Preventatlve 4-6 Years

Station Switches Preventative 1 Year

SCADA lnspections Preve ntative/Predictive 1 Year

Relay Preventetive 4-6 Years

Station lnspections Predictive/Correct¡ve l Month
Battery Maintenance Predictive 1 Year

Transformer Maintenance Preventative 3-5 Years

Transformer Doble Test Predlctive 3-5 Years

Transformer Oil Analvsis Predictive 1 Year

Transform er Tapchange r Ma i ntenance Preventative/Pred ictive 3-5 Years

Substation

Padmounted Swltchgear lR and Visual
lnspection

Pred ictive/Correct¡ve 5 Years

Switchgear Dry lce Cleaning Preventative 3-5 Years

All Transformers Visual lnspection Pred ictive/Corrective 3 Years

Graffiti Abatement Corrective 1 Year

Vault Dry lce Cleaning Preventative 5 Years

Vegetation Management Preve ntat¡ve/Corrective 3 Years

O/H Visual & Pole lnspection Predictive/Corrective 3 Years

Critical Switch Operation Preventative 1 Year

O/H lnsulator Washing Preventative 2 Years

Distributíon

O/H lR lnspect¡on Predictive 1 Year

w Anaþb StrãkEt Frequøry
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Underground Distribution
Renewal and Sustainment

3,750 4,500 4,500 4,500 4,500 4,500

Emergency Replacement

Program
320 320 320 320 320 320

Total 34,735 37,243 38,240 40,280 38,570 38,490

System Renewal investments are driven by long term plans to replace assets that are near or at the end

of their useful lives. The Asset Management Planning Process is the main driver for determining
proposed projects and expenditures within the System Renewal category. System Renewal strateg¡es

are prioritized based on cond¡tion of assets, age, as well as the impact on system reliability. ln

partîcular, the Kinectrics' Asset Condition Assessment (ACA) and replacement recommendations were
used as the basis for determining the investment requirements for System Renewal. The level of
spending within System Renewal is driven by the assessment of project críticality, asset conditíon,
reliability, and safety.

'!i'i¡.1 ¡ tt;\it\t:,it]r\ r\;.i11,;'rilt':i':j tt ¡..':,,.i1t ]|tl Rf"lf.l,¡l¡:,t:lr:,'.i,,

Table 37 below illustrates the forecasted number of assets flagged for replacement. This forecast and

the asset health index distribution were the key outputs of the ACA process carried out by Kinectrics.

The timing of replacements, as identified by Kinectrics, represents the optimum timing for asset

renewal. As such, the year one values are substantially hlgher than subsequent years due to the high
percentage of Enersource's distribution system wíth a health index of either 'very poor' or 'poor' and

recommended for immediate replacement.

Table 37. Condition-based replacement schedule by asset category
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Enersource, Horizon Utilities, PowerStream

Respons€s to Technical Conference Undertakings
Delivered: August 30, 2016

Page 1 of 2

Undertaking No. JTCí.16

Reference: Page 156 of Transcripts Volume I

Provide the asset replacement ratc as a percentage for each individual LDC for thc years
2010 to 2015 and forecast for 2016; and the forecast asset replacement rate for LDC Go.

for the l0.year pcriod and show the calculation.

Response:

The asset replacement rate as a percentage of total assets for each of Enersource, Horizon

Utilities, Hydro One Brampton ("HOBNI") and PowerStream is not available. The asset

replacement rate has not been computed on a historic al (2O10-201 5) or forecast basis (201 6) for

any of the individual LDCs. The forecast asset replacement rate for the ten year period from

20'17-2026 has not been determined, as yet.

As stated in the Applicant's response to lnterrogatory B-SEC-17, the Applicants have not

prepared a Distribution System Plan ("DSP") for LDC Co, as yet. The Applicants expect to file a

DSP for all four rate zones no later than 20'19, at which time information on asset replacement for

LDC Co willbe available.

lndividual DSPs have been filed in response to Undertaking JTC1.6. The DSPs'for Horizon

Utilities and HOBNI are for a five-year term expiring in 2019. The DSPs for Enersource (draft)

and PowerStream expire in 2020.

The Applicants expect to conlinue with the level of capital investment for the distribution system,

as identified Ín each LDC's DSP. ln each of the service areas (or rate zones), the electricíty

distribution system will need to be expanded and refurbished (Exhibit B, Tab 6, Schedule 1, page

1). As identified in the response to lnterrogatory B-Strafl-8, the Applicants anticipate capital

savings to be generated from business areas that do not impact the reliability of the distribution

system such as lnformation Technology and Procurement.

tþ
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EB¿016-0025
En€rsource, Horizon Utlllttes, PowerStream

Responses to Technical Conference Undertakings
Delivered: August 30, 2016

Page2ol2

22 Additionally, Horizon Utilitíes, in its settlemsnt agreement for its Custom lR (EB-2014-0002), is

23 required to, at a m¡nimum, invest at the same level of capital investment approved in its DSP. lt

24 is the Applicants' intentfon to continue to be compliant with the Settlement Agreement, subJect to

2s changes in OEB policy as identified Ín its response to lntenogatory B-CGC-15.
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repeated h1re. Hã*uuur, the same iræon¡n ;pîË-ì;'t"r" Appendices.

r Appendix 6-B is out of scope because it contains a discussion of relative valuations thatremain the subject of ongoing negotiation;

' Appendix 6'c is out of scope because it involves a discussion of an aspect of the potentialLimited Partnership structu-re for LDC co, .n¿ ilruistructure is not being pursued in thisApplication' It is also a draft of a doáumenl tir"1 has been superseded by anotherdocument that has arready been fired in.onn¿rn.L in',r,i, proceeding;
t Appendices 9-A and 9'B are out of scope because they pertain to due diligence, and theoEB has clearly indicated that matters ielated to the exte nt of due diligence are beyondthe scope of a MAADs proceeding.

Yours very truly,

BORDEN LADNER GERVAIS LLP
Per:

Original signed by James C. Sidlofshy
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ExecurrvE SUMMARY

Vanry + Associates, lnc. (VAl) was engaged through Horizon Utilities, on behalf of counsel, to undertake an

independent, third-party review in support of the due diligence process related to the potential mergerof four
Local Distribution Companies (LDCs). The four LDCs are: Enersource Hydro Mississauga (EHM), Horizon

Utilities Corporation (Horizon), PowerStream lnc. (PS), and Hydro One Brampton Networks Inc. (HOBNI).

The scope of the review was to evaluate the respective Asset Condition Assessment (ACA) methodologies

and resulting capital investment planning processes, as well as to assess the overall asset health and

subsequent 20-year investment for each of the four LDCs.

The review was conducted under a compressed time frame. VAI's proposal was accepted on May 8, 2015.

The Non-disclosure agreement (NDA)necessary to enable VAI to have access to the LDCs'documentation to
conduct the work was provided to VAI on May 13, 2015 and executed by both parties that same day.

Horizon, on behalf of the LDCs, began uploading copies of the respective ACA reports as well as the

distribution system plans (DSP) containing the capital investment plans to VAI's document storage on

May 14, 2015, The final ACA was uploaded to the site on May 19, 2015.

VAI conducted in person interviews ateach of the LDCs May 19,2015through May 21,2015. During these

interviews additional supporting documents were provided. The initial draft report was delivered May 22,

2015 for review by counsel.

The ACA praclices at Horizon, HOBNI, and Enersource are generally well aligned. The approach at
PowerStream is somewhat different, but consistent in the sense that it is a more advanced version of the
same concept in use at the other three. There is no reason to believe that a merger would result in any major
philosophical change of any of the ongoing renewal approaches. lt is possible that applying the economic life
methodology used at PowerStream to the assets at the other three utilities (and to PowerStream's cable
program) would result in somewhat lower renewal spending, although this is hard to predict with certainty.

Allfour utilities are aligned in terms of pursuing minimum life-cycle cost as the basis for renewaf spending. All

are committed to a customer-focused business case approach to making spending decisions. This is

important because it means that changes that come about from a possible merger of the asset management
practices will tend to be improvement opportunities at the margin due to minor variations in expertise. The

asset classes considered, the approach to condition assessment and failure projection, and the resulting

capital spending recommendations are generally compatible.

There is a range of variation among the methodologies used by the four LDCs. ln most cases the variation is
due to differences in their stages of evolution in a particular area. One result of the variation is that there are

a number of complementary strengths among the four LDCs. Where more than one LDC is using best
practice methodologies or approaches, they are generally consistent though not necessarily the same.

ln our review, we did not identifo any aspects of an individual LDC's approach, or anything in the potential

combination of LDC's that we would expect to result in dramatic changes in overall spending levels in a
combined LDC. We do believe that certain approaches among the LDCs are sufficiently different that
combining the four could lead to the potential for reductions in overall spending. We also see a distinct
possibility that a merged LDC, adopting a common set of leading practices, could lead to the overall capital

investment program beíng redistributed among the respective systems in proportions that are different than

the current allocations. This is due in part from different assessments of criticality and in part in recognition of
the current variations in system performance and failure rates among the four LDCs. In short a merged entity

would expect to see funding flowing to the areas of greatest value, or greatest risk potential. We observed

from the reports that the range of need among the systems varies sufficiently that spending might flow to the
portions of the combined system with the greatest need.

Horizon Utilities I Project Tltan
FINAL REPORT - pg.4, May 27, 2015
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The Asset Management philosophies among the four are cons¡stenl and generally well aligned. The skills
and capabilities that we observed also appear to be complementary. Given that several of the AM
organizations appear to be resource constrained, there is the potential for a combined LDC to be able to
produce significantly better AM results through a combination of talent that has sufficient resources to address
a broader scope of AM activities.

Each of the four LDCs has processes in place to address Renewal, Access and Service investments. The
processes in use by the LDCs to assess and validate Access and Service investments are generally
consistent, with minor variations. Each of the LDCs appears to have applied a sound set of standards and
criteria to evaluating the Access and Service investments, including them in their optimization/prioritization
processes. These investments are largely non-discretionary with limited latitude in timing. Given the levels of
rigour and consistency within each of the LDCs with regard to these investments, we focused the majority of
our findings and conclusions on those areas where differences exist and where insights may be gained for a
merged entity.

The capital renewal spending plans at all four utilities are increasing based in part on the application of their
ACA processes. This is consistent with inctustry experience: ímplementation of asset management helps
utilities ídentify and justify the need for increased spending to renew aging infrastructure. All four utilities have
applied sound judgment and methodologies to develop achievable plans to meet this need.

CONFIDENTIAL
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OeSERVATToNS ANo AssEssMENTs
ln preparing our findings we adopted a format that we believe will enable a ready comparison between the

four LDCs. While each of them demonstrates areas of strength, there are opportunities for each of the four to
learn from and support the others.

Three of the four companies use the same external consultant for either conducting or auditing their ACAs.

PowerStream had previously used the same consultant but has since moved the work in-house and has

engaged with other consultants to provide input into its AGA process. References to the external consultant
in the paragraphs below are to the consultant used by Enersource, Horizon and HOBNI.

PowerStream

The VAI consultant (Stewart Ramsay) met in person with PowerStream on May 19 to review the ACA and

DSP materials that PowerStream provided and to address specific questions VAI had regarding the ACA
process, methodology and its use in developing the capital investment plans. We noted that PowerStream

transitioned away from external consultants to prepare the ACA. lt currently prepares the ACA internally

using its own staff, though it may rely on external expertise in support of components of the AGA.

For PowerStream, the meeting was attended by:
. lry Klajman, Director, Asset lnvestment Planning
. Riaz Shaikh, Manager, System Planning
. Ph¡l Dubeski, Manager, Asset Planning and Agreements
. Shelly Cunningham, SVP, Engineering Servíces

The meeting was productíve and provided VAI with greater clarity around the process, the data elements
used, the respective roles of different parts of the PowerStream organízation in the development of the ACA,
and most importantly an understanding of how the ACA results are used in the identification and development
of capital ¡nvestments.

Our observations and assessments are summarized, by topic, in the
following paragraphs.

ACA

I Asset Gategories

PowerStream uses internal personnel for the development of
the ACA. Data is provided by a combination of internal
resources and testing contractors.

The determination of Asset Categories is based on the
historical work done; and has been added to over the last
few years to address the observed need to separate asset
types into more distinct sub-groups based on the uniqueness
of factors that affect end of life, PowerStream's ACA is

focused on the Asset Categories identifìed in the table to the
right.

Assets are generally well subdivided for Health lndexing
purposes; some multipliers are included (e,9. tap-changer,
non-TR XLPE cable). Further stratification may be beneficial
to zero in on the highest-risk sub-populations. For instance,
currently PowerStream treats poles as a homogeneous asset
group. They have also acknowledged that the
risk/replacement cost trade off for a 100-ft pole is different
than for a 40-ft pole. We would expect that over time

Projecl Titan
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Horizon Utilities
VAI consultants (Stewart Ramsay and Darin Johnson)met in person with Horizon Utilities on May 20,2015 to
review the ACA and DSP materials that HU had provided, and to address specific questions VAI had
regarding the ACA process, methodology and its use in developing the capital investment plans. We noted
that Horizon uses an external consultant to prepare the ACA based on input from Horizon.

The meeting was attended by Jim Butler, Director, Engineering & Operating for Horizon.

The meeting was productive and provided VAI with greater clarity around the process, the data elements
used, the respective roles of Horizon and its consultant in the development of the ACA, and most importantly
an understanding of how the ACA results are used in the identification and development of capital
investments.

Our observations and assessments are summarized by topic in the following paragraphs.

ACA

1. Asset Categories

Horizon uses an external consultant for the development of the ACA. Horizon provides the input
data, but relies heavily on the external consultant for the calculations and the methodology.

The determination of Asset Categories is done in collaboration
with the consultant based on the combined experience of
Horizon and the consultant, as well as Horizon's knowledge of
assets that have significant financial or reliability impact on the
system. Horizon's ACA is focused on the Asset Categories
identified in the table to the right.

Within the main asset categories in the Horizon ACA some
assets are further subdivided, e,g. circuit breakers broken into
air and oil for Health lndex (Hl) purposes; cable split into
XLPE, PILC, and secondary. This is in recognition that the Hl
factors for these asset types differ sufficiently from one
another that they require distinct analysis and review. This is
a positive practice, consistent with better performing utilities.
For Horizon this stratification is limited and has been based on
its experience with specific sub-groups of assets that have
been problematic, "a few bad-actors". Further stratification
may be beneficial such as tap-changers, type-U bushings, etc.

When examining Horizon's ACA process, in industry terms,
Horizon assesses a large number of assets. We do note that
the level of rigour and detail drops off after the most critical
assets. This is not unusual and is common among utilities that
have recently begun using Health lndices and Condition
Assessment. From our discussions with Horizon, it appears
that Horizon expects to continue to increase the rigour and data collection for these sub-categories as
well as add new categories to improve the granularity of its assessments. Our understanding is that
Horizon does not have a plan for targeting specific assets but does expect to make these additions to
the ACA based on seeing significant anomalies. or variations in the ACA results. Thís is also a
common practice, though leading utilities tend to have a more deliberate approach to looking for and
assessing the next level of detail for the Hl and ACA.

Protective relays and communication systems are not evaluated in Horizon's ACA. This is
inconsistent with better performing utilities as these assets are often high-value, high-risk impact
assets.

Project Titan
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Hydro One Brampton - HOBN¡

VAI consultants (Darin Johnson and Stewart Ramsay) met in person with Hydro One Brampton (HOBNI) on
May 21to review the ACA and DSP materials that HOBNI has provlded, and to address specific questions
VAI had regarding the ACA process, methodology and its use in developing the capital investment plans.

For HOBNI, the meeting was attended by:

. Tom Wasik, Director of Asset Management & Engineering

. Wolf Schaefer, Manager, Project & Asset Management

. Rolando Mena, Supervisor, Asset Management

. Jess¡ca Davis, Restructuring Secretariat Observer

The meeting was productive and provided VAI with greater understanding of the process, the data elements
used, the respective roles of different parts of the HOBNI organization in the development of the ACA, and a
more complete understanding of how the ACA results are used in the identification and development of
capital investments.

Our observations and assessments are summarized, by topic, in the following paragraphs.

ACA

2. Asset Gategories

HOBNI contracts with an external consultant for the development of the ACA. HOBNI provides the
input data, but relies on the external consultant for the calculations and the methodology.

The determination of Asset Categories was done in

collaboration with the consultant based on the combined
experience of HOBNI and the consultant, and its experience
regarding assets that have significant financial or reliability
impact on the system. HOBNI's ACA is focused on the Asset
Categories identified ín the table to the right.

Some assets are subdivided based on significant variation in

the end of life drivers, e.g. circuit breakers are divided into air
and oil for Hl purposes; cable ís split into XLPE, PILC,
secondary. However, this stratification is limited.

ln industry terms, HOBNI assesses a large number of assets
in its ACA. The level of rigour and detail tends to drop off
after the most critical assets. This is common among utílities
who are starting the AGA process. We expect that HOBNI
will continue to add to the rigour and data collection. HOBNI
appears to see additional value in fuñher separation based
on the performance of subsets of assets in some of the large
asset categories.

Protective relays and communication systems are not
evaluated in HOBNl's ACA. This is inconsistent with better
performing utilities as these assets are often high-value, high risk impact assets.

a. lmpact on renewal investment plans

For HOBNI. as is the case with most utilities, the somewhat limited detailed stratification to

identify specific problem types or highly critical assets, makes planning difücult. lt tends to
limit the ability to undertake more meaningful "bottoms-up" cost assessments which leads to
a top-down spendíng cap approach to estimating spendíng need. The limited ability to do
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Enersource

VAI consultants (Darin Johnson and Stewart Ramsay) met in person with Enersource on May 21 to review the
ACA and DSP materials that Enersource has provided, and to address specific questions VAI had regarding
the ACA process, methodology and its use in developing the capital investment plans.

For Enersource, the meeting was attended by:

. Alykhan Premji, Reliability Engineer

. Chris Master, CapitalManager

. Chris Hudson, VP Asset Operations

. Branko Boras, Manager, Asset Planning & Analysis

The meeting was productive and provided VAI with greater clarity around the process, the data elements
used, the respective roles of different parts of the Enersource organization in the development of the ACA,
and most importantly an understanding of how the ACA results are used in the identification and development
of capital investments.

Our observations and assessments are summarized by topic in the following paragraphs.

ACA

1. Asset Categories

Enersource uses an external consultant for the development of the ACA. Enersource provides the
input data, but relies heavily on the external consultant for the calculations and the methodology.

The determination of Asset Categories was done in collaboration with the consultant based on the
combined experience of Enersource and the consultant,
and its experience regarding assets that have significant
financial or reliability impact on the system. Enersource's
ACA is focused on the Asset Categories identified in the
table to the right.

Assets are generally well subdivided for Health lndexing
purposes; some "bad actors" have been identified by
manufacturer, e.g. certain types of breakers and line
transformers, These specific types of equipment have
been valídated with specifìc failure modes and risks that
warrant specific treatment in the ACA and risk
prioritization.

Further breakdown may be beneficial to Enersource in

enabling better identifìcation of opportunities to manage
cost and risk. These include: tap-changers, type-U
bushings, etc. These braakdowns should be based on
actual data wherever possible.

ln industry terms, a large number of assets were assessed
in Enersource's ACA, although the level of rigour and
detail drops off after the most crítical assets. This is
common among utilities who are starting the ACA process.

We expect that Enersource will continue to add to the
rigour and data collection. lt is clear that there is funding
in their plans to accornplish that objective and the plans for
specific data capture and analysis appear to be well
defined.
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