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Monday, November 28, 2016
--- Upon commencing at 9:30 a.m.

MR. QUESNELLE:  Good morning, everyone.  Please be seated.

Okay.  I don't know if we have any preliminary matters this morning, Mr. Nettleton.  Anything that you want to bring to our attention, or...
Preliminary Matters:


MR. NETTLETON:  Thank you, Mr. Chairman, yes.  Just a couple of preliminary matters.  And this is more for the sake of transcript management and undertaking management.

My first matter, sir, relates to Undertaking J2.6, and upon review of the transcript over the weekend, this undertaking was made to -- or made by Mr. Penstone to Mr. Millar, and in that undertaking, the undertaking was given at page 131, line 26 to 132, line 4, and if I have got my transcript reference correct, we think that that passage of the transcript addressed the undertaking -- that is to say, Undertaking J2.6 -- so we just -- I don't think Mr. -- I think what happened was Mr. Penstone gave the undertaking and then he remembered the answer and so he then provided the answer, and I don't think there was any reference to whether that satisfied the undertaking or not, but that was clearly the intent of Mr. Penstone in giving that response.

So the point is that I don't think we are planning to file a response other than that to that undertaking.

MR. QUESNELLE:  I'd just ask Mr. Millar if he recalls the conversation or if he wants to take some time to take a look at the transcript.

MR. MILLAR:  I do recall the conversation, Mr. Chair, but perhaps it would be best if we just had a quick look to make sure everything was good, and then we can confirm at the break.

MR. QUESNELLE:  Thank you.

MR. NETTLETON:  The other minor corrections to the transcript are found at page 36 at lines 13 and 14, and it was just the -- at line 13 the reference is to 16, 17, and 18, were intended to refer to the years 2016, 2017, and 2018, and similarly on line 14, the references to 17 and 18 were intended to mean the years 2017 and 2018.

Those are the only matters I have related to the transcript.

MR. QUESNELLE:  Thank you, Mr. Nettleton.

Okay, with that, you have a panel here this morning, Mr. Nettleton.

MR. NETTLETON:  We do.

MR. QUESNELLE:  Perhaps you can introduce them and we will have them affirmed.

MR. NETTLETON:  Thank you, it is my pleasure to introduce to you Hydro One's expert panel concerning benchmarking.  This is the expert panel dealing with the transmission system benchmarking report prepared jointly by Navigant Consulting and First Quartile Consulting.  This is evidence that's found at Exhibit B2-2.

The qualifications of the two witnesses here today, Mr. Ken Buckstaff, who is the managing director of First Quartile, and Mr. Ben Grunfeld, who is a director with Navigant Consulting, is found at Exhibit B2-2-1.  Those are the forms of expert reports that have been prepared and set out the qualifications of each of these gentlemen.

Sir, my intention is to have both qualified as experts in the area of benchmarking and will ask the witnesses, subject to your comments or concerns and those of others, to have these gentlemen qualified as experts after they have been sworn and adopted their evidence.

MR. QUESNELLE:  Okay, thank you.

So we will have them affirmed, Mr. Thompson.
NAVIGANT PANEL

Ben Grunfeld,
Ken Buckstaff; Affirmed.

MR. THOMPSON:  Thank you.
Examination-In-Chief by Mr. Nettleton:

MR. NETTLETON:  Now, gentlemen, on November 14th, 2016 I filed a letter to the Board that attached a table of responsibilities, witness responsibilities, and the evidence that concerns --


MR. SHEPHERD:  I am sorry, can I just interrupt for a second?  Are these witnesses qualified as experts now already?

MR. QUESNELLE:  Not at this point, no.  No, we are just still going through the introduction, Mr. Shepherd.

MR. NETTLETON:  The letter that I referred to is dated November 14th.  It was marked in this proceeding as Exhibit K1.1, and regarding your panel, the expert Navigant panel, which is found at page 5, there is a series of evidentiary exhibits that are listed beside your names, and I am going to be referring you to those.

Do you have that table before you?

MR. GRUNFELD:  No.

MR. BUCKSTAFF:  No.  So now the answer is yes.

MR. NETTLETON:  And gentlemen, the exhibits that are listed there concern the Navigant expert panel reports.  They have been marked in this proceeding as Exhibit B2-2 in that series.

Can you confirm, starting with you, Mr. Buckstaff, that that report and the interrogatories that related to that report were prepared by you or under your direction and control?

MR. BUCKSTAFF:  Yes, they were.

MR. NETTLETON:  And do you have any changes or corrections to make to that evidence?

MR. BUCKSTAFF:  No.

MR. NETTLETON:  And Mr. Grunfeld, can you confirm that the Navigant first quartile report was also prepared jointly by you or under your direction and control?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  And does that also include any interrogatories that were filed in this proceeding that related to that evidence?

MR. GRUNFELD:  It does, yes.

MR. NETTLETON:  And do you have any changes or corrections to make to that evidence?

MR. GRUNFELD:  No, I do not.

MR. NETTLETON:  All right.  And do you, therefore, starting with you, Mr. Buckstaff, can you therefore verify that that evidence is accurate to the best of your knowledge and belief?

MR. BUCKSTAFF:  Yes, it is.

MR. NETTLETON:  And Mr. Grunfeld, in your view, is that evidence accurate to the best of your knowledge and belief?

MR. GRUNFELD:  Yes, it is.

MR. NETTLETON:  And Mr. Buckstaff, can you therefore adopt that evidence as your evidence in this proceeding?

MR. BUCKSTAFF:  Yes.

MR. NETTLETON:  And similarly, Mr. Grunfeld, can you do the same?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  Thank you.

Now, gentlemen, starting with you, Mr. Buckstaff, if I turn you to Exhibit B2-2-1, which is your report, in the appendix to that report is the document entitled at page 39 -- sorry, 37 -- no I was right, 39 -- it is the document titled "Ontario Energy Board Rule 13A statement".  And could I have you turn to that?

MR. BUCKSTAFF:  Is that something you can put up on the screen here?

MR. NETTLETON:  Exhibit B2-2-2 -- sorry,  2-2-1-1.  And it's Adobe page...

MR. BUCKSTAFF:  It's up here in front of us now.

MR. NETTLETON:  Thank you.  Mr. Buckstaff, in this document it describes your qualifications and your professional work experience.

Can you please describe your educational background, sir?

MR. BUCKSTAFF:  Sure.  A bachelor's in engineering from Lehigh University, and a master's in business administration from UCLA.

MR. NETTLETON:  And with respect to your professional background, sir, it indicates you have had utility experience for eight years, and consulting experience for over 28 years.

Can you describe, in that professional experience, how many benchmarking reports that you have been involved with, either as the sole author or single author or -- sorry, as a joint author or single author?

MR. BUCKSTAFF:  Sure.  Over the 28 years in consulting, I have been involved in several hundred benchmarking studies.  We do large-scale annual studies across North America each year, covering transmission and distribution and customer service.

We run a study that we have been doing for the American Public Power Association for seventeen years, and then a great many individual studies for individual companies.

So the grand majority of our work is benchmarking, or benchmarking-related.  In terms of the studies, they vary from simple metrics to deep interest in practices and approaches that people use.

MR. NETTLETON:  And, sir, have you testified before in other regulatory proceedings such as this in other jurisdictions?

MR. BUCKSTAFF:  I have.

MR. NETTLETON:  Can you just describe which jurisdictions you have testified in?

MR. BUCKSTAFF:  Sure.  The most recent one was in Alberta in a benchmarking-related thing tied to, in that particular case, customer care.  I have been before the New York Public Service Commission in both customer service and transmission and distribution cases for a couple of different companies.

In Missouri, in customer care and distribution.  Before Ofgem in a transmission proceeding.  In Illinois, associated with open access.  I guess that's the most recent set.

MR. NETTLETON:  Thank you.  And, Mr. Buckstaff, have you been qualified as an expert in the area of benchmarking before any of those tribunals?

MR. BUCKSTAFF:  The one where it was kind of officially done like this that I can recall was in Alberta, but the others wasn't quite as formal as this.

MR. NETTLETON:  Thank you.  Mr. Grunfeld, turning to you, sir, your qualifications are set out also in the Rule 13A statement found at page 42 of the Exhibit B2-2 -- sorry, B2-2-1-1 exhibit.  Do you have that in front of you?

MR. GRUNFELD:  I do, yes.

MR. NETTLETON:  And, Mr. Grunfeld, can you just explain your background qualifications?

MR. GRUNFELD:  Yes.  Starting with my education, I have a bachelor's degree in mathematics and electrical engineering from Queen’s University, and a master's degree in management and economics from the London School of Economics and Political Science.

MR. NETTLETON:  And it indicates here, sir, that you have had over ten years of experience in your professional career.  Is that correct?

MR. GRUNFELD:  That's correct.

MR. NETTLETON:  And that experience has been in what area, sir?

MR. GRUNFELD:  Across the energy sector, but in particular working with utilities on performance improvement and benchmarking studies, as well as providing and doing work for regulators, in particular this regulator, the Ontario Energy Board.

MR. NETTLETON:  And, sir, can you just give some perspective to that, in terms of the number of engagement or clients that you have had in respect of benchmarking and performance and productivity and efficiency-type studies or retainers?

MR. GRUNFELD:  I have authored or co-authored around half a dozen studies on benchmarking performance improvement, performance excellence for utilities.

MR. NETTLETON:  And have you been engaged in or with other the -- with clients on topics other than just the actual performance of studies in this area?

MR. GRUNFELD:  Yes, I have.

MR. NETTLETON:  And have you been involved in proceedings such as this, either testimony or assisting clients with respect to their submissions before tribunals such as this in those matters?

MR. GRUNFELD:  I have provided evidence that has been filed as part of proceedings in front of the Ontario Energy Board.  On two separate occasions, that evidence wasn't part of an oral proceeding, but it was part of the written evidence.

I have also provided testimony in civil matters, arbitrations, sworn depositions.

MR. NETTLETON:  Thank you.  Mr. Chairman, on that basis, I would ask the two witnesses to be qualified subject, to any comments that my friends may have.

MR. QUESNELLE:   Thank you, Mr. Nettleton.  Submissions on that point?

MR. SHEPHERD:  Mr. Chairman, I have a question.  Is my friend proposing to qualify his witnesses as experts in benchmarking, or in benchmarking and utility best practices?

MR. NETTLETON:  It was intended with respect to benchmarking, as it relates to the subject matter of the report.

MR. SHEPHERD:  Okay.  So you are not asking that they be accepted as experts in utility best practices?

MR. NETTLETON:  Well, I don't think that came up in the discussion of their qualifications.

MR. QUESNELLE:   I think Mr. Shepherd just wants a clarification.

MR. SHEPHERD:  It's a yes or no question.

MR. NETTLETON:  No.

MR. SHEPHERD:  Thank you.  So on that basis, I have no objections.  They are obviously eminently qualified.

MR. QUESNELLE:   Okay, thank you.  Any other submissions?

Okay.  We will accept their testimony as being that of expert witnesses, Mr. Nettleton, thank you.

MR. NETTLETON:  Thank you.  And with that then, Mr. Chairman, this panel is available for cross-examination.

MR. QUESNELLE:   Okay, thank you very much.  The order I have down, Mr. Shepherd, is you are up first.  That's correct?
Cross-Examination by Mr. Shepherd

MR. SHEPHERD:  Yes, thank you, Mr. Chairman. I know you Mr. Grunfeld; I haven't met you yet, Mr. Buckstaff.  My name is Jay Shepherd, and I am counsel for the School Energy Coalition.

I want to just ask a couple of clarifying things at the outset.  When you adopted your evidence, you adopted your report and your answers to interrogatories.  But included in the evidence are also a couple of presentations that you gave, and some question and answer series from stakeholdering sessions.

Do you also adopt those in the same manner?

MR. BUCKSTAFF:  Yes.

MR. GRUNFELD:  Yes.

MR. SHEPHERD:  Thank you.  And the second thing is, Mr. Grunfeld, you have done some work for the Ontario Energy Board, right?

MR. GRUNFELD:  I have, yes.

MR. SHEPHERD:  On benchmarking?

MR. GRUNFELD:  Not on benchmarking.

MR. SHEPHERD:  What was it on?

MR. GRUNFELD:  Other regulatory matters related to utilities, policy, rate issues.

MR. SHEPHERD:  Can tell us what it was?  I mean, give us the type --


MR. GRUNFELD:  Sure.  So I have supported the Board on the regulated price plan implementation, design and implementation for the last ten years.

I have done work with the Ontario Energy Board around distribution utility, compliance, regulatory compliance.  I have done work with the Ontario Energy Board on the implementation of the consumer protection regulations, as well as other matters.

MR. SHEPHERD:  So you have done a fairly broad range of consulting work?

MR. GRUNFELD:  Yes, that's correct.

MR. SHEPHERD:  Whereas you, Mr. Buckstaff, your clients are primarily utilities and utility associations, right?

MR. BUCKSTAFF:  Yes, although we have also done work for CAMPUT here, although that was benchmarking-related as well.

MR. SHEPHERD:  Pretty well all your work is benchmarking, right?  With a few exceptions, it's petty well all benchmarking.

MR. BUCKSTAFF:  Well benchmarking, benchmarking related.  To your questions about expertise in best practices, about half of our work is individual projects with utilities in which we help them use benchmarks, and then help them modify their practices to improve performance.

MR. SHEPHERD:  But it's best practices as it arises out of benchmarking.  Your benchmarking analysis allows you to tell the utilities, well, based on this comparison, you should be doing this, or this, or this; right?

MR. BUCKSTAFF:  Largely, yes.

MR. SHEPHERD:  Thank you.  This report is not a total factor productivity report, is it?  It's a benchmarking report only, not productivity?

MR. BUCKSTAFF:  It's not a total factor productivity report, that's correct.

MR. SHEPHERD:  So it's not possible to get productivity -- to reach productivity conclusions out of your report, is it, because you haven't done that?

MR. BUCKSTAFF:  Certainly not in a total factor kind of a mode, no.

MR. SHEPHERD:  Well, is there some other mode?

MR. BUCKSTAFF:  Well, there’s lots of metrics that you might look at that are not total factor productivity.  In the case of this project, we were asked to do a total cost benchmark and look at some of the underlying practices.

MR. SHEPHERD:  And when you do a productivity study, there are certain requirements; right?  You have to meet certain tests in order to be satisfied that it's technically reliable; correct?

MR. BUCKSTAFF:  Yes, I suppose --


MR. SHEPHERD:  Okay.

MR. BUCKSTAFF:  -- you'd look at it that way.

MR. SHEPHERD:  When you looked at these various utilities, did you look at only their transmission information or did you look at them as companies?

MR. BUCKSTAFF:  We focused on transmission and substations activities.  Not -- not something to do with the entire company.  So, for example, nothing associated with generation or customer care or those things.

MR. SHEPHERD:  So some of these are vertically integrated companies?

MR. BUCKSTAFF:  Many of them are.

MR. SHEPHERD:  And you have -- the information you have on them is all strictly transmission-oriented, or you have -- you are able to segregate that.

MR. BUCKSTAFF:  We are able to segregate it.  We focused on the transmission and substation portions.

MR. SHEPHERD:  All right.  So I want to turn to your report if I can find it.  Oh, and I have a -- sorry, Mr. Chairman, I have a compendium which has been handed around.

MR. MILLAR:  Exhibit K3.1.
EXHIBIT NO. K3.1:  SEC CROSS-EXAMINATION COMPENDIUM FOR NAVIGANT WITNESS PANEL

MR. SHEPHERD:  And all of the materials in the compendium are on the record already.  It has been provided to my friend.

And I just have to find the report.  Here it is.  And I want to turn to page 6 of your report, which is B2-1, attachment 1, right?  Do you have that?

MR. GRUNFELD:  We are just waiting for it to come up on the screen now.

MR. SHEPHERD:  You don't have your report in front of you?

MR. GRUNFELD:  No.

MR. BUCKSTAFF:  We are just operating off of the screen here is what we were planning to do.

MR. SHEPHERD:  Okay.  Well, I am going to do a fair bit of flipping back and forth, so if you can get copies of your report in front of you, that would certainly be helpful.

In your -- I will start.  In your expert statement you quoted the agreement with the -- the settlement agreement in the last case, which set out the purpose of your study.  And you will recall that was benchmarking study; right?

MR. GRUNFELD:  That's correct.

MR. SHEPHERD:  And that was the scope that you were asked to do; right?

MR. GRUNFELD:  Yes.

MR. SHEPHERD:  Now, then Hydro One added an additional study objective, which you find at page 6, which is "recommend practices that could be augmented or adopted to realize efficiency gains".  That wasn't in the settlement agreement; was it?

MR. GRUNFELD:  That's my understanding, correct.

MR. SHEPHERD:  Okay.  And when you recommended best practices -- and we are going to come to the details -- did you recommend practices based on your benchmarking results?  That is, you benchmark Hydro One and then you say, okay, this tells us that you should be doing these things; is that what you did?

MR. GRUNFELD:  That's correct.

MR. SHEPHERD:  Okay.  Because you said in an interrogatory that you didn't do that.

MR. GRUNFELD:  Is there a question?

MR. SHEPHERD:  Yeah.  Okay.  We will come to it later.  I am inviting you to correct your answer.

MR. NETTLETON:  Do you want to point the witness to the interrogatory --


MR. SHEPHERD:  No, I will get to it later.

All right.  So the first step in your study then is you have to chose a peer group; right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  Now, there are two different types of benchmarking.  There is peer group benchmarking and there is econometric benchmarking; is that correct, basically?

MR. BUCKSTAFF:  I am not sure that's a proper distinction.  I mean, even with econometric benchmarking you need a peer group.

MR. SHEPHERD:  Well, actually, you choose your peer group differently if it's econometric versus straight-up comparison; isn't that right?

MR. GRUNFELD:  Not necessarily.

MR. BUCKSTAFF:  Not necessarily.

MR. SHEPHERD:  Okay.  So help me out with this, because the way it has been described to me, in fact, by the experts that the Board regularly uses on this is if you are doing peer group benchmarking you have to get the companies in the group as similar as possible, because you are comparing them to each other, whereas if you are doing econometric benchmarking you are using a formula, and you want the companies in the peer group to actually have some differences so that you can empirically determine the values of variables and the impacts of business conditions; isn't that right?

MR. BUCKSTAFF:  I guess the way I would characterize it is in either case you would want to have some variability in the panel.  The point of a benchmark analysis is to understand where you stand in relation to the industry and the other half of many benchmarking studies is to understand practices and approaches that people use such that you could use them for your own operations.

And if you always look at people that look just like you, you are less likely to find people with practices that are interesting to look at that might be useful for you.

MR. SHEPHERD:  Well, I am trying to distinguish between benchmarking and best practices, because benchmarking is about how you stand relative to peers; right?

MR. GRUNFELD:  Benchmarking is however you define it.  If, as Mr. Buckstaff said, if you're trying to benchmark metrics and performance against industry, then the panel or peer group that you are using should be reflective of industry.  If you are trying to benchmark specific metrics against like -- you know, identical or very similar companies, then you would use a more narrow peer group.  And in studies that rely on econometrics to estimate factors or impacts, then again you can use a peer group that is similar or dissimilar, and both have merits.

MR. SHEPHERD:  Well, actually, you can't use one that's similar, right, in econometric benchmarking, because if you do you won't be able to calculate the value of your variables; isn't that right?  It's the differences that give you the values; isn't that correct?  This is like Econometrics 101.

MR. GRUNFELD:  What's your question?

MR. SHEPHERD:  I asked the question.

MR. GRUNFELD:  Could you please repeat it?

MR. NETTLETON:  In econometrics you want your peer group to have differences, because that's how you calculate the value of your variables, that's how you calculate the impact of different business conditions.  If you don't have differences you can't calculate those values; isn't that right?

MR. GRUNFELD:  So you need variability in your dependent variables in an econometric study, yes --


MR. SHEPHERD:  Whereas in a peer group analysis what you want to do is compare a company to other companies that are as similar as possible, because all the differences will affect whether the comparison is a fair one; isn't that right?

MR. GRUNFELD:  Not necessarily, no.

MR. NETTLETON:  Mr. Shepherd, I just want to make sure the witness was finished with his last answer.  You had asked him -- he had made the comment about dependent and independent variables, and I think I heard the answer relate to dependent, and I heard him start by talking about independent, but then you asked your next question, so I just --


MR. SHEPHERD:  I am sorry, I didn't realize I interrupted.  I didn't intend to.

MR. GRUNFELD:  Certainly, so --


MR. SHEPHERD:  Did I --


MR. GRUNFELD:  -- I can finish.  You use independent variables in an econometric study to correct for differences amongst the peer groups.  To the extent that you are aware of the fact that there are no differences in certain areas, then those independent variables are not necessary.

So you can define your study, your equations, and your metrics in such a way.

MR. SHEPHERD:  And in peer group benchmarking, to the extent that you have differences, that reduces the comparability of your group; isn't that right?

MR. GRUNFELD:  It depends on a number of factors. So you normalize certain metrics or certain values in a benchmarking study, and you will see that we have normalized cost metrics using grossed fixed asset numbers which account for or normalize for scale, for example, of different companies in the peer group.  And you can make those normalizations in a benchmarking study such as ours to help correct for some differences and make values comparable.

To the point around always wanting a peer group that is, you know, exactly the same or very similar, I think Mr. Buckstaff already stated on the record that if you do that you run the risk of not identifying other practices or processes that could actually be beneficial to your company, right, it's like group-think.  If you always talk to people that think the same way, you never hear anything different.

MR. SHEPHERD:  So you are distinguishing between performance benchmarking, which is an assessment of how good your performance is and which requires very similar comparators, right, versus benchmarking that's being used to derive information on how you can improve.  They are different, right?

MR. GRUNFELD:  Our study did both of those things.

MR. SHEPHERD:  But they require different comparators, don't they?

MR. GRUNFELD:  Not necessarily.

MR. BUCKSTAFF:  If I may?  It sounds as though you have got an underlying assumption that says you to have a homogeneous panel, and I don't agree with that.

MR. SHEPHERD:  Okay.

MR. BUCKSTAFF:  If that helps you.

MR. SHEPHERD:  Yes, thanks.  So you will agree, won't you, that if entity that you are trying to benchmark is dissimilar from the comparators, is an outlier, then your comparison is probably not as good?  That's at least true, right?

MR. BUCKSTAFF:  It makes it harder, yes.

MR. SHEPHERD:  Okay.  So then I want to move to page 2 of our materials.  You had put a table in your study that showed the breakdown of the various companies in the comparator group.  This is the comparator group, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And it didn’t have Hydro One on it.  So I am going to ask you to confirm.  Hydro One, in fact, has more transmission assets than any of the ones on the list; isn't that right?

MR. BUCKSTAFF:  I believe that's true, but --


MR. SHEPHERD:  And it has more end users than any of the other ones, right?

MR. BUCKSTAFF:  More?

MR. SHEPHERD:  End users.

MR. BUCKSTAFF:  As in?

MR. SHEPHERD:  People ultimately served.

MR. GRUNFELD:  Sorry, are you referring to their distribution business, or their transmission business?

MR. SHEPHERD:  Well, you have -- for example, SoCal Edison has 4.97 million customers.  But they also distribute to those customers, right?  They don't have 4.97 transmission customers, right?

MR. BUCKSTAFF:  Correct.  Those are distribution customers listed there.

MR. SHEPHERD:  So I am asking the same question.  Hydro One's ultimate end user customers are more than any of the others, right?  In excess of 5 million?

MR. GRUNFELD:  They would be close to the SoCal Edison number.

MR. SHEPHERD:  It's more, isn't it?  You don't know?

MR. GRUNFELD:  I don't have the specific distribution customer count for Hydro One, or for the province.  But I believe the provincial number is somewhere in the 4.8 million to 5 million range.

MR. SHEPHERD:  It's actually over 5 million.

MR. GRUNFELD:  Okay.

MR. BUCKSTAFF:  To clarify, what we show here is the customers for the -- is the distribution customers for those companies.  So, for example, Southern California Edison also has a series of municipalities that they serve, so those end users are not reflected in this listing.

MR. SHEPHERD:  I thought you said that your data for this study was transmission-only data.  Now you are saying that you are including their distribution data, but not the number of end users they are serving.

MR. GRUNFELD:  The number of customers in this table is provided for information purposes only.  It's not part of the -- it’s not used to calculate any values in the study.

MR. SHEPHERD:  And we don't know for any of them whether these are distribution customers, or transmission customers, or whatever, right?  They are like random numbers, right?

MR. BUCKSTAFF:  They are not like random numbers.  But in terms of the customers, they are the end-use customers of the distribution utility.

And let me give you an example; Encore.  That's a retail state, so those customers that they serve, those are more like a measure of distribution meters.  They don't actually have the energy charge for those customers.  They have the distribution for them and transmission.

MR. SHEPHERD:  All right.  On service territory, the service territory of Hydro One is larger than any of the ones on the list, right?

MR. BUCKSTAFF:  I believe so, yes.

MR. SHEPHERD:  And the kilometres of transmission lines is larger than any of the other ones on the list, isn't that right?

MR. BUCKSTAFF:  Um-hmm.

MR. GRUNFELD:  Slightly larger than Encore and Southern Cal Edison.

MR. SHEPHERD:  Well, it’s about 29,000, right?

MR. GRUNFELD:  Correct.

MR. SHEPHERD:  Okay.  And the megawatt hours transmitted is significantly greater than any of the other ones on the list, isn't that right?  139.8, correct?

So I am not sure I understand how Hydro One is comparable to this group of companies.  They are an outlier on almost everything.

MR. BUCKSTAFF:  They are an outlier -- and I say an outlier.  They are larger that many of the others, that's accurate.

MR. SHEPHERD:  Now, what you don't have on your list is Hydro Quebec, right?

MR. BUCKSTAFF:  Correct.

MR. SHEPHERD:  And that's because you went to Hydro Quebec and asked them for data, and they wouldn't give to it you?

MR. BUCKSTAFF:  Correct.

MR. SHEPHERD:  And you didn't want to go get their public data, because you wouldn't be sure that it's on the same basis as the data for the other companies.

MR. BUCKSTAFF:  In all likelihood, it wouldn't be.  And the key issue there is public data doesn't give you the level of depth that is necessary for the study.

Typically, you won't find things like how much of the expenditures in capital are spent for various purposes.  You will be able to find the totals, but you won't be able to find why.

MR. SHEPHERD:  So the end result of this peer group is that the only companies in the peer group are ones that voluntarily cooperate with your study, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  So that's not a random selection, is it?

MR. BUCKSTAFF:  No.  It's the companies who are willing to share who we have approached to try to get them to cooperate.

MR. SHEPHERD:  Would you accept, subject to check, that Hydro Quebec's transmission assets are $32 billion, well larger than anybody else's?

MR. BUCKSTAFF:  Subject to check.  I will assume you have checked that.

MR. SHEPHERD:  Indeed.  And would you accept, subject to check, that their kilometres of transmission lines are greater than any of the others by a substantial margin?

MR. BUCKSTAFF:  I will trust you on that one, yes.

MR. SHEPHERD:  And would you except, subject to check, that their megawatt hours delivered are significantly greater than anybody else's on the list?

MR. BUCKSTAFF:  Sure.

MR. SHEPHERD:  Okay.  But you would say that if you were going to do a study of Hydro Quebec, that this same group would be an appropriate group as a comparator group, right?  If you were going to benchmark Hydro Quebec, this same group would be appropriate, right?

MR. BUCKSTAFF:  We would use the same group.

MR. SHEPHERD:  Did you look at the gross asset value per customer in these, and see whether they are comparable?

MR. BUCKSTAFF:  It's not in our published report.  We typically look at that, but frankly, I don't remember whether we did that in the early part of this study or not.

MR. SHEPHERD:  Well, the data is all here, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  So it's possible to calculate it?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And it's possible to identify that Hydro One is the second highest in gross asset value per customer.  Would you accept that, subject to check?

MR. BUCKSTAFF:  Subject to check.

MR. SHEPHERD:  All right.

MR. GRUNFELD:  As a point of clarification, we have stated that the customer values in this table don't necessarily reflect all the customer served by the transmission assets that are owned by those companies.

And so your point about where Hydro One sits relative to the other companies on this list doesn't necessarily -- we wouldn't recommend using customers as the denominator for that comparison.

MR. SHEPHERD:  It's interesting you say that because, of course, in doing that calculation, I used all of the end users ultimately served by Hydro One in the province, whereas these others, many of them actually need a larger number, right, which means that their gross asset value for customer would be smaller and Hydro One would be more of an outlier.  Isn't that right?

MR. GRUNFELD:  Yes.

MR. SHEPHERD:  All right.  Did you consider -- in the comparability of your group, did you consider the voltages at which they transmit electricity?

MR. BUCKSTAFF:  We have those.  And there are a variety within the group.

MR. SHEPHERD:  And it's a significant factor in costs and in gross asset values, isn't it?

MR. BUCKSTAFF:  Yes, in the sense of each company has to make its system design decisions to fit their service territory, and that has impact on what the costs are associated with it.

MR. SHEPHERD:  Well, no, it's also the nature of the beast.  Hydro Quebec has two-and-a-half times as much assets, gross assets, as Hydro One because it has higher voltages, because it has a lot of generation; isn't that right?  Its average voltage is way higher than Hydro One's.  That's why it has so much more assets, right?

MR. BUCKSTAFF:  You are asking us about a company that wasn't in our study.

MR. SHEPHERD:  It's an example.  I don't care about Hydro Quebec.  I am asking you whether the nature of a transmission company is fundamentally different if most of their transmission is at higher voltages; isn't that right?

MR. BUCKSTAFF:  Their asset base is going to look different.  In terms of the way they structure it, each of the companies typically will design it to fit its service territory.  So that will have differences.

MR. SHEPHERD:  Now, because these companies are all different, you normalize the data by basically taking the cost data, OM&A or O&M or annual cap ex or whatever, and dividing it by a factor that captures scale, and the factor you used is gross asset value; right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  So there are other factors you could use, like line length or peak megawatts or throughput.  There is a bunch of them; right?

MR. BUCKSTAFF:  There is several of them.

MR. SHEPHERD:  And you chose gross asset value.

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  Right?  Did you adjust for voltages in the gross asset value?

MR. BUCKSTAFF:  No.

MR. SHEPHERD:  Well, wouldn't that have a significant effect on the cost ratios?  If you have a gross asset value that's based on high-voltage system, that's going to have much higher cost than a low-voltage system; right?

MR. BUCKSTAFF:  Not necessarily.  If you build ten miles of 500 KV line or 500 miles of 69 KV line, which is going to be more expensive?

MR. SHEPHERD:  I see, I see, so you'd have to adjust for line length as well.

MR. BUCKSTAFF:  That's why asset value is such a good normalizer.  It accommodates both.

MR. SHEPHERD:  I see.  So two utilities with the same asset value, but one with 10 percent the length, should have similar costs?

MR. BUCKSTAFF:  They might.

MR. SHEPHERD:  Well, no, would you expect them to?

MR. BUCKSTAFF:  Not necessarily.  I mean, there is a variety of factors, and voltage is one.  But there is a multitude of factors that make a difference.

MR. SHEPHERD:  So we asked you, why is gross asset value the right way of doing this, and if you turn to page 8 of our materials, in your study at page 35 -- that's why I said you should have it in front of you -- you said here's why gross asset value is the right way to do it, and you showed the fit of your group; right?  Your comparator group.

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  But what you didn't have on it was Hydro One, so then we asked you, put Hydro One on it, please, and page 8 is where Hydro One shows up.  Hydro One is an outlier on gross asset value; isn't it?

MR. BUCKSTAFF:  Um-hmm.

MR. SHEPHERD:  So then why do you think gross asset value is the right way to compare Hydro One?

MR. BUCKSTAFF:  It's the best normalizer that we have for the industry as a whole, and it tends to work best for them.  If you use --


MR. SHEPHERD:  How do you know if it works -- sorry, how do you know if it works best for them?

MR. NETTLETON:  Let him answer.  Mr. Shepherd, please let the witness complete his answer, okay?

MR. SHEPHERD:  Yeah, actually, if part-way through an answer I have a concern about that part, I am allowed to say, please deal with that part first and then get to the next part.  That is what I am doing.

MR. NETTLETON:  Well, let him ask and answer each of the parts completely, please.

MR. BUCKSTAFF:  So if we can go back, your question was, why do we use gross assets versus something else.

MR. SHEPHERD:  No, actually, my -- we know that you think it's the best fit.  But then when we see where Hydro One is, we see that for Hydro One it's not the best fit, it's obvious; right?

MR. BUCKSTAFF:  Not to me.  I mean, what you are saying here is on that particular chart they are a bit of an outlier.

MR. SHEPHERD:  This is your proof that this is the right way to do it.  Look at the fit.  You said -- in your report you said this is why this is the best normalizer, because it has a good fit.  It doesn't have a good fit for Hydro One; does it?

MR. GRUNFELD:  So you're looking at a chart that shows a number of peer utilities, and it is predicting the transmission O&M and cap ex spend as a function of gross fixed assets, and for the entire panel it's a fairly strong predictor.  There are companies that are above or below the line in terms of, you know, where their single-year O&M and capital spending are on that, but that can tell you lots of things potentially about that company that have very little to do with whether gross fixed assets is a good normalizer for the purpose of drawing these sorts of comparisons.  Right?  For the industry.  For the panel as a representative of the industry, gross fixed assets tends to be a very good predictor and very good normalizer for O&M and capital spending.

MR. SHEPHERD:  In fact, the reason why you use this particular group of utilities is found on page 9 of our materials, where you said you wanted to use a balanced pool because that's how you get best practice information; isn't that what that says?

MR. GRUNFELD:  Using a range of companies allows you to extract more insights in terms of different operating practices and different drivers, yes.

MR. SHEPHERD:  And that's why you chose a balanced pool in this case, right?  That's what it says, right?

MR. GRUNFELD:  There are a number of reasons why a balanced pool was used, but that is one of them, yes.

MR. SHEPHERD:  And why didn't you -- given the fact that you wanted to use a balanced pool, why didn't you go to the technically more thorough approach of benchmarking using an econometric model?  You have a lot of variables in these various companies, you have a bunch of data.  Why didn't you extract from the data the effects of the variables and build an econometric model?  Isn't that the more technically correct way of doing it if you have a balanced pool?

MR. GRUNFELD:  So are you putting on to the record that you think it's the technically correct way to do it or are you asking a question?

MR. SHEPHERD:  I am asking you.  I am asking you.

MR. GRUNFELD:  So there are different -- there are merits to different approaches to benchmarking.  The benchmarking method that we proposed and that was ultimately part of our study is what's outlined in the report, which is to look at individual metrics, normalize, and draw comparisons.

MR. SHEPHERD:  Now, you said that the reason you normalized on gross asset value is because you wanted to adjust for size; right?  You wanted to normalize for size.

MR. BUCKSTAFF:  It covers size.  It also does cover some differences in configuration.

MR. SHEPHERD:  But it's also linear, isn't it?  That is to say, it says the relationship between cost and size is linear.  There are no economies of scale.

MR. BUCKSTAFF:  That's a reasonable way to interpret that.

MR. SHEPHERD:  And you have in fact said that you don't believe there are economies of scale in transmission at this size; right?

MR. BUCKSTAFF:  Beyond a fairly low size; that's correct.  Meaning most of the large companies have the same level of opportunity at economies of scale.  If you had a company, for example, that's the size of Hydro One or one that covered all of Canada, the one that covered all of Canada wouldn't have a great deal more opportunity to be operationally better.

MR. SHEPHERD:  Yeah, but we are not talking about that, we are talking about one that has 13 billion in assets and one that has 900 million in assets.  And you are saying there is no economies of scale between those two.

MR. BUCKSTAFF:  I wouldn't argue there is none.

MR. SHEPHERD:  Well, you said --


MR. BUCKSTAFF:  But I wouldn't argue that it's -- but I also wouldn't say it's going to be the dominant factor here.

MR. SHEPHERD:  Well, okay.  Take a look at page 10 of our materials.  This is the question-and-answer session for the January 11th stakeholdering, and you were asked, I think by me, actually --


MR. BUCKSTAFF:  Probably.

MR. SHEPHERD:  -- where are the economies of scale, and you said the short answer is that the economy of scale is set so that all the utilities are big enough.

MR. BUCKSTAFF:  Big enough, yes.  And that's in line with what I just said here a few moments ago, that most of the utilities that we deal with are going to be large enough.  In our selection of panel, we did have a few companies that we considered were too small and didn't include them in the panel.  But largely, this group is big enough.

MR. SHEPHERD:  And you in fact say in that same response, "In the work we have done around this over the years, we have not found that the bigger utilities are more efficient than smaller ones," right?

MR. BUCKSTAFF:  Correct.

MR. SHEPHERD:  Okay.  So then we asked you do you have empirical data on that.  And if you take a look at page 12 of our materials, your answer is, sorry, we are not going to tell you what our data is.

How are we supposed to rely on your opinion, if you won't show us your data?  Do you have empirical back-up for that statement that there are no economies of scale above that size?

MR. BUCKSTAFF:  In terms of individual studies that we have done, yes.  In terms of things that are publicly available, no.

MR. SHEPHERD:  So then how is the Board supposed to conclude whether you are right or not, if they can't see your work?  Just take your word for it?

MR. BUCKSTAFF:  That would be nice.

MR. SHEPHERD:  We have different views of nice.  All right.  So you've normalized on gross asset value.  And you haven't adjusted for age, have you?

MR. BUCKSTAFF:  We haven't made adjustments for age, no.

MR. SHEPHERD:  And in fact you say -- and I think I have this in here.  I do.  At page 13 of our materials, you say you didn't do a direct comparison of asset age, right?

MR. GRUNFELD:  There are --


MR. BUCKSTAFF:  On page 14 of your document, you see where we did provide some demographic data about the various companies' assets, age-related.

MR. SHEPHERD:  It's interesting you say that, because what you did is you said what the mix is for each individual customer, each individual company -- not all of them, but just some of them, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And Hydro One doesn't look the same as any of them, do they?

MR. GRUNFELD:  What do you mean by same?

MR. BUCKSTAFF:  Was that a question?

MR. SHEPHERD:  Yes.  Do they?

MR. NETTLETON:  Sorry, Mr. Shepherd, can you just refer me to where you are speaking to, what document?

MR. SHEPHERD:  Your witness said pages 14 and 15 of my compendium.

MR. BUCKSTAFF:  And precisely, you are correct, Hydro One doesn't look the same identically as any of them, nor does any other company.  I mean everybody -- each company has a slightly different mix of age in its asset base.

MR. SHEPHERD:  Hydro One says that age is one of the main drivers in their spending.  And you'd agree that's generally true in transmission companies, right?

MR. BUCKSTAFF:  Quite often true.

MR. NETTLETON:  Sorry, Mr. Shepherd, can you please refer the witness to where you are saying Hydro One said.

I mean, you have to help the witness -- if you are going to make statements like that, help the witness to where in the transcript or where in the evidence Hydro One has said that.

MR. SHEPHERD:  Mr. Chairman, Mr. Nettleton is interfering in my cross on a number of occasions, and normally speaking, if I put a statement like that to a witness, I don't have to refer to it in the transcript or somewhere else unless the witness says can you show me where that was.  It's not up to counsel to do that.

If the witness doesn't understand the question or wants to see what the actual context of the statement was, that's fine.  In the case, I actually -- the question I asked is that generally true.

So I don't think the objection is appropriate, and I would prefer to be able to do my cross without being interrupted.

MR. QUESNELLE:   If the witnesses are not agreeing with the statement is or the premise that it's based, on I think it would be -- your concern I think is well-founded, Mr. Nettleton.  But if they are accepting premise based on the work that they have done, it would move things a long a lot quicker if Mr. Shepherd doesn't have to point to everything.

MR. NETTLETON:  I agree that we need to move things along.  I am looking at the document that Mr. Shepherd indicated that he had pointed the witnesses to.  And on that document, page 14 of his compendium, I don't see anything there that says Hydro One said.

So that is where I am putting -- trying to link the dots here, Mr. Chairman, and I don't see it.  So that is why I asked for clarification.

MR. QUESNELLE:   I think Mr. Shepherd said it's not there, and it was a general proposition.  And I think that if the witnesses don't agree with that, then perhaps we’ll have to dig into the evidence.

But if the premise is acceptable to the witness, then I think they should be able to respond.

MR. SHEPHERD:  Let me ask the question again in a simpler way.  I thought it was actually a set-up question, some other sort of thing.

Is it true that age of assets is a major factor in transmission spending?

MR. BUCKSTAFF:  It is in the planning for companies in terms of replacement and, you know, sustaining capital kinds of investments.

MR. SHEPHERD:  But it's also not just planning, right? It's also if -- typically your maintenance costs will be higher if you have older assets, right?

MR. BUCKSTAFF:  Often, yes.  I will give you one caveat on that; if the environment is particularly corrosive or something.

MR. SHEPHERD:  True, but all other things being equal.

MR. QUESNELLE:   Mr. Shepherd, you do have to let the witnesses respond fully.

MR. SHEPHERD:  Sorry, I grabbed at the pause.  And it's also true that if your assets are older than probably more closer to their -- the end of their useful life, and so you have to spend more in capital, is that right?

MR. BUCKSTAFF:  You would need the replace them at a higher rate, yes, which presumably means higher investment.

MR. SHEPHERD:  All right.  And you didn't adjust for age in your normalization, because?

MR. BUCKSTAFF:  We were just looking at the spending levels.  The age is to help inform us as to what the companies are doing.

MR. SHEPHERD:  No, but you are trying to make your comparison a fair one, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  Isn't age a major factor in making it fair?

MR. BUCKSTAFF:  Again, it is a significant factor, but it depends on the conditions and the territory.  So you could have older assets in one set of service territories that would still be viable, and in another service territory, the same age would translate to needing to be replaced tomorrow.

So it is an important factor, but we don't generally adjust for that in reviewing what we are working on.

MR. SHEPHERD:  Now, in your report you reached a number of conclusions about -- you did a number of comparisons, benchmarking comparisons between Hydro One and the peer group in various components of cost, right?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And in each case, the denominator -- it's a fraction in every case, and the denominator is gross asset value?

MR. BUCKSTAFF:  I am pretty sure that's true that -- I mean, that's how we showed.

MR. SHEPHERD:  And it's true, isn't it, that if a company's costs are lower then, all of the things being equal, they will look better in that comparison, right?  If their annual costs are lower, that's what you are trying to compare and you will look better if you have lower costs compared to another utility with a similar asset value, right?

MR. BUCKSTAFF:  With a similar asset value, yes -- I am just processing what you said.

MR. SHEPHERD:  What you are doing is percentages.  You are saying Hydro One's spending on OM&A and capital per asset -- which is not actually per asset, right?  It's per gross asset value.

I am looking at page 12 of your report and that -- you are saying Hydro One is 9.1 percent of gross asset value, their annual spending.  And so if their annual spending is lower, they will look better, right?

MR. BUCKSTAFF:  Against that asset base, yes.

MR. SHEPHERD:  Okay.  Similarly, if they have a higher asset value -- if you compare two companies and one has a higher asset value, then you are assuming that they should have higher spending?

MR. BUCKSTAFF:  Certainly the evidence suggests that they will.

MR. SHEPHERD:  And you are assuming it's linear; right?  The relationship is linear?

MR. BUCKSTAFF:  Generally speaking it is.

MR. SHEPHERD:  Okay.  I had some interesting questions about project management, but I'm going to skip those and go to page 31 of your report, because I am conscious of the time.  And page 31 is your recommendations?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And the basis of your recommendation was not the data in your study; was it?

MR. BUCKSTAFF:  It's a combination of the data from our study and other information we gathered from Hydro One.

MR. SHEPHERD:  Well, so we asked the question, if you go to page 4 of our compendium, we asked -- no, sorry, page 5.  We asked the question "for each of the recommendations on figure 32" -- that's this list; right?

MR. BUCKSTAFF:  Okay.

MR. SHEPHERD:  "Please provide details of the
information arising out of the benchmarking analysis that caused the expert to make the recommendation and how the recommendation and the data are linked or related."

You see that; right?  And your answer was -- and this is your answer, right, on the next page, on page 6 of our materials, under (i)?  You wrote that answer?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  So what you said is, it's on a balanced review.  You made these recommendations on a balanced review, you didn't make them on the basis of data in the study; did you?

MR. GRUNFELD:  Data in the study was one of the aspects -- one of the elements that contributed to the development of our recommendations.

MR. SHEPHERD:  Well, then why didn't you answer the question:  How does the data in the study relate to the recommendations?  Either they are connected or they are not.

MR. GRUNFELD:  So not everything has a straight line between A and B.  There is a number -- as you can see in our report, we presented a wide range of metrics and wide range of benchmarks for Hydro One relative to the peer group.  As we talk about in the report, we also conducted a series of interviews and discussions with Hydro One Staff to understand the processes and the practices that underpin the benchmark metrics that are provided in the study.

Based on the outcome of those metrics, based on our discussions, and based on our expert opinion and our expert understanding, we provided a series of recommendations that are aimed at helping Hydro One continue to improve its performance.

MR. SHEPHERD:  So let me just go through some of these.  The first one is basically, get new performance indicators across all levels of the organization.  How did that arise out of your study?

MR. BUCKSTAFF:  Largely that was through interviews and discussions with the Hydro One Staff, requests for information that we had to compare against other companies to see, you know, what information they are using versus what information other companies use.  The performance metrics that are tracked by many of our other clients were used to take a look at this.  Those are data that's not available to be shared.  So we didn't share that.  But within our project team, we could look at that and say there's things that would be better to include here or to add for Hydro One.

MR. SHEPHERD:  So you are saying you benchmarked their performance indicators to the other ones -- the other companies in the study; is that what you are saying?

MR. BUCKSTAFF:  In a -- in a formal way, no.  Meaning we didn't line up and say, here is 43 metrics and here is 43 that you don't have or do have.  But in general terms, yes.  We looked at a series of scorecards that we have from other companies to say, how did we do here?  Are we in line, a little bit out of line, what do we have?

MR. SHEPHERD:  And that's -- you can't share that because, why?

MR. BUCKSTAFF:  Because those are the metrics used by other companies that were gathered under confidentiality agreements.

MR. SHEPHERD:  Well, so was all the data, but you managed to do the benchmarking for that.  As long as you didn't identify the companies it's okay; right?  So why don't you show us the benchmarking -- the performance indicators that the other companies use.

MR. BUCKSTAFF:  They asked us not to.

MR. SHEPHERD:  But it's okay to have details on their cost per pole and all that sort of stuff but not on their performance indicators?

MR. BUCKSTAFF:  Um-hmm, yes.

MR. SHEPHERD:  All right.  You said, well, you should create a pipeline of construction-ready projects.  You see that?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  And that's because you have seen other companies that do that and -- you didn't benchmark that, you just said, other companies are doing this and we think you should too?

MR. BUCKSTAFF:  The primary driver for that is the discussion of -- and I don't know exactly where we have the chart on that, but the data for that is to look at the percentage of the capital budget actually spent year to year as a percentage of the original capital budget, and if you look at the performance for Hydro One in the preceding few years, they were below the planned capital budget spend.

And in discussions with them, the question is, so why are you below that?  And part of it is we're -- a resource question, do we have enough resources to be able to deliver that entire collection?

Part of it is also a scheduling question of, do I have enough prepared engineered projects to be able to move forward with them?  And it's true for Hydro One, it's true for a lot of companies, where if there's a delay, an unexpected delay, in a given project, then if you don't have something else you can put in in its place you won't be able to spend your whole budget.  Money will just be delayed in its spending, so --


MR. SHEPHERD:  This has nothing to do with your benchmarking, this has to do with your experience in the industry.

MR. BUCKSTAFF:  I wasn't finished.

MR. SHEPHERD:  Oh, sorry.

MR. BUCKSTAFF:  The point here was if somebody has not been able to complete a project that they were planning to complete, then the question is, do we just simply say we won't spend as much of our budget as we would have planned, or do you have something else you can move in to be able to complete and spend the entire budget?  That is a part of our report, it is one of the charts in our report, and it provides a reasonable basis for that recommendation.

MR. SHEPHERD:  Sorry, the part of your report is that they are underspending the budget, yet you didn't assess in any way whether they have a proper pipeline, they just told you they don't; right?

MR. BUCKSTAFF:  Well, it depends on how you look, did we assess.  We went and asked the questions of the engineering and the project management staff to see how do they have that and are they in a position to be able to do that.  The fact is they have been making very good progress over the last year on that.  But in the period that we were looking at, it wasn't there.

MR. SHEPHERD:  So I guess my point is that you didn't look at the pipelines of the various companies and say, ah, yes, standard pipeline should be this big, yours is smaller; therefore, it's not big enough.

MR. BUCKSTAFF:  There is no numeric measure of that, no.

MR. SHEPHERD:  Let me move down to substations maintenance.  Did you do an analysis of what the appropriate spend -- maintenance spend level is for the relationship between corrective and preventative?  Did you benchmark that?

MR. GRUNFELD:  Can you repeat the question?

MR. SHEPHERD:  Under substations maintenance you say corrective maintenance should be 25 percent of the total.  Did you benchmark that?  Did you actually in your study say what are the range and what's the industry standard?

MR. BUCKSTAFF:  I am not 100 percent sure we have that in the data set that we gathered here.  That is something that we gather in our annual benchmark data set of where is the spend in OM&A and in capital in terms of how much is corrective, preventive, you know, half a dozen different categories.  So...

MR. SHEPHERD:  So this arises out of your expert experience, right?  You have experience with this issue, you have seen it lots of times and you can say to them, hey, we are looking at your corrective maintenance and it looks like it's too high?

MR. BUCKSTAFF:  Yes.

MR. SHEPHERD:  Okay.

MR. BUCKSTAFF:  And you say expert experience, but it's also based on data from multiple years of running studies.

MR. SHEPHERD:  But there is a difference between having seen lots of data and reached an expert conclusion and applying data to a specific situation.  You didn't do the latter, right?

MR. BUCKSTAFF:  Well, I would argue we did, in the sense of you look at the percentages here and it's higher than a norm.  So in comparing the Hydro One percentage against sort of our historical norms, that's a comparison.  I am not sure I understand your question.

MR. SHEPHERD:  Okay, that's fine.  I want to turn to the scorecard.  So if you take a look at page 20 of our materials, you will see that Hydro One's witness said that their cost control metrics -- I am not quite sure which ones; we are going to get to that in a second -- were recommended to us by Navigant.  They are the experts, and we just followed what they told us.

So I want to turn to the scorecard, and I want to ask you, which of the scorecard metrics did you recommend.  And that starts on page 23.

MR. BUCKSTAFF:  23 of your?

MR. SHEPHERD:  Of our materials, yes.  And, Mr. Chairman, for a time check, I have got about 10 or 15 minutes -- I am hoping 10, but probably 15.

MR. QUESNELLE:   Okay, thank you.

MR. SHEPHERD:  Thanks.

MR. BUCKSTAFF:  So if I could repeat your question here for a second, you asked which of these did we recommend?

MR. SHEPHERD:  Yes.

MR. BUCKSTAFF:  Okay.  The nature of our recommendation was we said we thought you should have a comprehensive set of metrics with top tier and tiers below, and we provided a list of metrics to say these would be good to chose from among.

We didn't recommend specific ones and say you must have this or this.  So it was a broader listing than --


MR. SHEPHERD:  So you can't say any of these are ones that you said you should use that one?

MR. BUCKSTAFF:  Several of these are on our list, but not all of these were on our list and not all of the ones from our list are here.

MR. SHEPHERD:  Excellent.  Can you undertake to file that list, please.

MR. BUCKSTAFF:  The list that we provided?

MR. SHEPHERD:  Okay.

MR. BUCKSTAFF:  I suppose we can, yes.

MR. MILLAR:  J3.1.
UNDERTAKING NO. J3.1:  WITH REFERENCE TO EXHIBIT 3.1, PAGE 20, TO ADVISE WHICH OF THE SCORECARD METRICS WERE RECOMMENDED

MR. SHEPHERD:  Now one of the metrics that Hydro One is proposing is something called RCE -- which I don't even remember what it stands for anymore.  Sad, but when I was younger, I did.

I can't find it, but you know the metric I am talking about, right?

MR. GRUNFELD:  I have read the evidence that Hydro One filed on the metric, yes.

MR. SHEPHERD:  And that uses the gross asset value as a denominator in a measurement, right?

MR. GRUNFELD:  Yes.  Can you direct me to the page in the evidence, the Hydro One evidence?

MR. SHEPHERD:  I don't actually know.  I am looking at Energy Probe Interrogatory No. 12, which is your answer where you said you didn't look at it.  If you look at page 28 of our materials --


MR. GRUNFELD:  Um-hmm.

MR. SHEPHERD:  -- you were asked basically what's your opinion on the RCE metric and you said, no, we didn't look at it.

MR. GRUNFELD:  That's correct.  At the time the interrogatory was filed, we hadn't read the evidence that Hydro One submitted on the RCE.  In preparing for today, I have read the evidence.

MR. SHEPHERD:  So you do now have an expert opinion on it?

MR. GRUNFELD:  I don't have an expert opinion on it.  I have read the evidence.

MR. SHEPHERD:  Okay.  So do you want to offer some comments on that?

MR. GRUNFELD:  Do you have specific questions?

MR. SHEPHERD:  No, I am asking.  Do you want to comment on the RCE metric?

MR. GRUNFELD:  Unless there are specific questions, I have no comments.

MR. SHEPHERD:  You have no comments; okay.  It's true, isn't it, that just like your study, the RCE metric has the result that if the gross asset value gets higher, then you look better even if you're not -- your cost control is no better than it used to be, right?

MR. GRUNFELD:  I will agree with the first part of your question or your statement, that if your gross asset value goes up because of the formula, then the RCE metric goes down, yes.

MR. SHEPHERD:  And so you look better?

MR. GRUNFELD:  Based on the mathematics, if your gross asset value goes up, it's on the denominator of that formula, and so the entire metric would go down.

MR. SHEPHERD:  And that's not always appropriate, is it?

MR. GRUNFELD:  In what sense?

MR. SHEPHERD:  In the sense if you are trying to measure performance, having more assets doesn't mean you are performing better, does it?

MR. GRUNFELD:  I don't believe that's what the metric is saying.  There is two elements that go into that metric, right.  One is a ratio of outages per gross asset value.

MR. SHEPHERD:  Yes.

MR. GRUNFELD:  And the other is the gross asset value over annual maintenance spend.

MR. SHEPHERD:  Isn't it the other way around, annual maintenance spend over gross asset value?

MR. GRUNFELD:  The way it’s laid out in the evidence, it’s gross asset value over maintenance spend, but it's on the denominator of the equation.

MR. SHEPHERD:  Okay, all right.  So can you help us with is using gross asset value in this particular metric, is that a fair way of comparing Hydro One's performance from past to now?

MR. GRUNFELD:  So as I understand it, this is a metric that Hydro One has proposed for the first time, and proposes to use sort of as an experimental metric to assess whether or not it provides or drives the right outcomes and performance behaviours of its team and its resources.

And it is looking at sort of efficiency of capital spend and maintenance spend in relation to outages and reliability.

MR. SHEPHERD:  And you are saying using gross asset value, in the way that they have used it in that metric, is appropriate?

MR. GRUNFELD:  So that wasn't part of our scope, and I wouldn't feel comfortable providing an expert opinion on that aspect at this point.

MR. SHEPHERD:  All right.  So I just have a couple of other brief questions.  The first is you have seen that Hydro One is using this thing called reliability risk analysis.  Have you seen that?

MR. GRUNFELD:  I have read the evidence around that, yes.

MR. SHEPHERD:  Is that something that you proposed to them, or is that something they did on their own?  Did you have anything to do with that?

MR. GRUNFELD:  We didn't we were not involved in that.

MR. SHEPHERD:  Have you seen that before?

MR. GRUNFELD:  I have seen things like that before, yes.

MR. SHEPHERD:  That particular technique is unique to Hydro One, but the concept is a very often-used concept?

MR. GRUNFELD:  Yes.

MR. SHEPHERD:  All right.  And sometimes it's very sophisticated, right?

MR. GRUNFELD:  Correct.

MR. SHEPHERD:  Okay.  And then my last question is -- and I think I have this in -- no, I don't.

MR. QUESNELLE:   Mr. Shepherd, can I just interject for a second?  Just on that last question you put to Mr. Grunfeld, Mr. Grunfeld, you responded that the risk framework that Hydro One put together is commonly used.  It's used in transmission sector?

MR. GRUNFELD:  In other jurisdictions.

MR. QUESNELLE:   In other jurisdictions.

MR. GRUNFELD:  Yes.

MR. QUESNELLE:   Okay, thank you.

MR. BUCKSTAFF:  I guess to expand a little bit on that to your point, some of them are more sophisticated than others.  If you go back ten years, you won't see much of that.  It's something that's been developed more recently, so you don't see a lot of 20-year history of those.

MR. QUESNELLE:   Thank you.

MR. SHEPHERD:  There actually are consultants that now are offering this sort of solution to transmission companies; right?

MR. BUCKSTAFF:  There are.

MR. SHEPHERD:  Yes.  All right, so then my last question is -- and I don't have the transcript reference, but it is transcript -- on the first day at 106, Hydro One said that your study informed their plan.  Were you aware of that?

MR. BUCKSTAFF:  Not directly.  I mean, the assumption was it would, but they didn't consult us as far as how it was going to affect them.

MR. SHEPHERD:  Well, okay.  So the reason I ask that is the date of your report is May 2016, so that's when they filed, right?  Or roughly when they filed?

MR. GRUNFELD:  Um-hmm.

MR. SHEPHERD:  So presumably it wasn't your report that affected their plan, but you had preliminary results as early as the beginning of January; right?

MR. GRUNFELD:  Yes, and we presented those to stakeholders, and they are in the evidence.

MR. SHEPHERD:  So from January to May when you produced your final report, did you work with Hydro One to give them information to help them understand, like, best-practice recommendations and things like that?

MR. BUCKSTAFF:  We are trying to determine if we recalled exactly when the stakeholder presentations were and when our management presentation was to the internal part of the company, and I just don't recall exactly --


MR. SHEPHERD:  Well, January 11th --


MR. BUCKSTAFF:  -- when the presentations were.

MR. SHEPHERD:  -- you presented to stakeholders, so presumably by then you had presented to management, right?

MR. BUCKSTAFF:  I think that's correct, but --


MR. SHEPHERD:  So then after that did you work with the company to help them understand what you were recommending so that they could build it into their plan?

MR. BUCKSTAFF:  We certainly weren't involved in their planning exercise in any way.  I mean, we did update the report on a basis of the stakeholder discussions and the management discussions, but not with a goal of being a part of their planning process.  That --


MR. SHEPHERD:  It was sort of more hands-off.  It's --


MR. BUCKSTAFF:  Yes --


MR. SHEPHERD:  -- here's a bunch of information, here is our report, see you in November, sort of.

MR. BUCKSTAFF:  Largely, yes.

MR. SHEPHERD:  All right.  Thank you for your patience, Mr. Chairman.  I have no further questions.

MR. QUESNELLE:  Thank you, Mr. Shepherd.

Mr. Yauch?  And have I got your pronunciation correct?  I've heard it.

MR. YAUCH:  Yauch, but I don't have --


MR. QUESNELLE:  Yauch?

MR. YAUCH:  -- any questions at the moment.

MR. QUESNELLE:  No questions?  Okay.

I think we'll go a little bit longer.  Mr. Brett, do you want to get started, and maybe we will break at 11:15?

MR. BRETT:  Yes, I can get started, thank you.
Cross-Examination by Mr. Brett:

MR. BRETT:  I have a couple of introductory questions as well on the study.  One of them is, you had listed in your appendix, I think it's Appendix B to your study, the comparators, the peer group, and you had, I believe -- you had three Canadian companies:  BC Hydro, Manitoba Hydro, and Hydro One Networks; right?  And then you had a number of American companies.  And you listed them there.

I am not going to ask questions about any -- detailed questions about any of these companies, but my question is:  Mr. -- is it Bucknell?

MR. BUCKSTAFF:  Buckstaff.

MR. BRETT:  Yes, thanks, sorry.  Are those U.S. companies, are they all or nearly all ongoing clients of yours for whom you do benchmarking work on a kind of an annual basis?  And which ones -- are they all in that category?

MR. BUCKSTAFF:  They all have participated -- I am just looking through the list.  They have all participated in our studies in the last, say, five years, and in particular, all of them had participated -- other than the Canadians, all of them had participated in the most recent one that we did prior to this study for Hydro One.

MR. BRETT:  So when you chose this list of companies, or recommended this list of companies, U.S. companies, basically you wanted to get the companies that you had data on that you could -- and you were familiar enough with that you could -- that that would assist you in doing your study; is that right?

MR. BUCKSTAFF:  Yes and no.  I mean, familiarity is nice, but what we were after was companies for whom we could get a comprehensive data set so that we could --


MR. BRETT:  And these companies you could.

MR. BUCKSTAFF:  Yes.

MR. BRETT:  From where?  From your previous work or from FERC filing or from NERC filings?

MR. BUCKSTAFF:  From the company directly.  They are questionnaires that we put together and asked them to fill out, the same as we asked Hydro One to fill out.

MR. BRETT:  Oh, and they agreed to fill them out and send them back to you.

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Okay.  And then what about the influence of what sort of filings they made?  I guess if they -- do all these American companies make the NERC filings that you spoke of in your evidence?

MR. BUCKSTAFF:  You mean reliability to NERC?

MR. BRETT:  Yes, the TADS, you talked about TADS.

MR. BUCKSTAFF:  Right.  That's a requirement.

MR. BRETT:  Right.

MR. BUCKSTAFF:  So, yes.

MR. BRETT:  So the answer's yes; okay.  But you didn't do -- you got, I gather, or Hydro One got for you information from the CEA studies; right?  CEA study of Canadian firms?

MR. BUCKSTAFF:  For the reliability metrics, yes.

MR. BRETT:  But you didn't do your own sort of independent analysis of the CEA studies, or did you?  I mean, the CEA study was given to you to use in your benchmarking analysis, but did you critique the CEA study in any sense?

MR. BUCKSTAFF:  Not in any great depth, no.

MR. BRETT:  No, okay.  Okay.  And the -- and your data -- your study covered a period up to and including 2014; right?  It didn't cover 2015.

MR. BUCKSTAFF:  Not at the time we did this study, no.

MR. BRETT:  No.  And it doesn't now, I take it?

MR. BUCKSTAFF:  We have not amended this study with any --


MR. BRETT:  No.

MR. BUCKSTAFF:  -- 2015 data.

MR. BRETT:  Okay.  Now, if I could just -- just a couple more preliminary questions on how this was organized.  All of my references are going to be to the study itself, and I am using the page number in the middle of the bottom of the page.  There are two numbers on each of these pages, so --


MR. BUCKSTAFF:  Okay.

MR. BRETT:  -- just for clarity.  If we look at page 21, which is where I want to start.  You talk about, the study -- you talk about, the study focuses on the availability of transmission facilities, and I just want to read you something here that -- this is just an informational question, but you say that:

"That is, the outage is recorded as a reliability event whether the facility outage occurs because of a system problem or because the facility is removed from service."

Do you recall making that statement in the report?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  I am not sure I have got the right -- exactly the right reference.  But -- so my question to you is:  It doesn't include, though -- when you talk about outages in the reliability section of your report, it doesn't include planned outages; right?  These are -- in our parlance, these are unplanned outages; is that right?

MR. BUCKSTAFF:  Actually, in the TADS metrics the definitions do include the planned outages.

MR. BRETT:  And did you use those in your comparisons?

MR. BUCKSTAFF:  That's what's in these TADS metrics --


MR. BRETT:  That's what that's saying.  So in other words, this comparison -- comparable data on reliability, which is -- well, it's on page -- it starts on page 21, but just as an example -- I will come back to the substance of it in a minute, but you talk about -- let's look at figure 17 as an example on page 21, "element sustained outage frequency for under 200 KV and over 200 KV"; do you see that?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Now, does that table record -- is that recording planned outages as well as unplanned outages?

MR. BUCKSTAFF:  I believe that it is.

MR. BRETT:  All right.  Now, is there a breakdown in your analysis between planned and unplanned?  You talked about this TADS data which they used.  Does it break -- what you used, does it breakdown these two types of outage?

MR. BUCKSTAFF:  It does, they show up generally as "other".  If you go to page 22 of that report, the bottom half.

MR. BRETT:  Right.

MR. BUCKSTAFF:  There is the cause codes, and those are the official NERC cause codes.

MR. BRETT:  Yes, I was going to ask you about these.  Now, when you say "other" that is what?  That is the planned outage, is it?

MR. BUCKSTAFF:  It's planned and anything that's not one of those other ones on that list.

MR. BRETT:  All right.  Now, I can't really tell from this list; there are so many colours on it.  But is that the dark orange, if I can put that it way?  It's not lighter one; it's the darkest orange one, is that right?

MR. BUCKSTAFF:  Well, it's sort of pink, and it’s the one on the farthest right on that chart.  So you can see, for some of the companies, it is very small.

MR. BRETT:  Yes, they are very small or zero.

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Okay.  So that’s telling me, I guess, that those companies that are zero, is that saying they have no planned outages, or they are just not reporting them?  What does that mean?

MR. BUCKSTAFF:  That's the way they report it.  I mean, these are the reports that -- we get the same reports that are sent to FERC, as far as we know, meaning we asked for the data that way.

MR. BRETT:  Okay.  But clearly, just as a matter of -- just as a matter, I guess, of common sense, those companies would have incurred some planned outages.  They just didn't report them, guess, in their FERC reports.

MR. BUCKSTAFF:  Well, these are reports to NERC but --

MR. BRETT:  No, sorry, the NERC reports.  Yes, fair point.

MR. BUCKSTAFF:  Yes.

MR. BRETT:  All right, okay.  And the other point I wanted to ask, general point, was you mention -- I will see if I can see exactly where you mention this.  I guess it's page 21 again.  Let me go back to page 21.

Yes, if you look at the paragraph just before the graph, you are talking there about this figure 17.  These are outages per circuit element and again, I guess you are saying these are both planned and unplanned.

But you define a circuit element, and then you go on to say it does not adjust -- it does not adjust for the length of spans between breakers, which may be different lengths for different companies.

Are you saying that is a -- is there a common length that most companies have for strands between breakers?

MR. BUCKSTAFF:  No, they vary company to company and, to a certain extent, they might vary by voltage class.

MR. BRETT:  Right, understood.  But is there a -- I guess the question is, the next would be: How material is the length of the span, in your experience, to the number of outages incurred in that span?  Is it material, or is it sort of a smallish --

MR. BUCKSTAFF:  The longer your spans, the greater your exposure.

MR. BRETT:  Yes.

MR. BUCKSTAFF:  Meaning, if --

MR. BRETT:  But do you know what the relationship is? Have you documented what the statistical or numerical relationship is?

MR. BUCKSTAFF:  We don't have a perfect model of that, no.

MR. BRETT:  Okay.  Mr. Chairman, what time are you thinking of breaking?

MR. QUESNELLE:   11:15, Mr. Brett.

MR. BRETT:  Okay.  Well, I will just carry on for a bit.

Okay.  So if we go to page 21 again, that table shows that, as I understand it, that the sustained outage frequency for circuits both above and below 200 KV, Hydro One was the third, the third highest in the comparator group on the over 200, and it was the highest in the under 200, right?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  So that's the frequency of sustained outages that's being measured there, right?

MR. BUCKSTAFF:  Yes, it is.

MR. BRETT:  You make the statement, I think just either before or after that, that the same result is true if you looked at momentary, the frequency of momentary outages.  Is that right?

MR. BUCKSTAFF:  Yes, yes.

MR. BRETT:  And then on the next page, on figure 18, they give the same information, but they exclude -- you exclude worst performing circuit elements.  But the conclusion there is that Hydro One is in about the same position, third and fourth last for frequency of these outages, right?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  And you didn't -- I notice that you didn't have data, at least I don't think you had data on the duration.  We have been talking about frequency of outages here the last couple of minutes, but I don't think you have -- you don't have a graph that shows duration of outage, do you?  Hydro One versus the others?

MR. BUCKSTAFF:  We did not put that into the report.

MR. BRETT:  Do you have that information?

MR. BUCKSTAFF:  We do; that's one of the TADS metrics.

MR. BRETT:  Could you undertake to the file that here?

MR. BUCKSTAFF:  Say that again?

MR. BRETT:  Could you undertake to file that here?

MR. BUCKSTAFF:  We can, yes.

MR. MILLAR:  It's J3.2.
UNDERTAKING NO. J3.2:  TO PROVIDE GRAPHICAL INFORMATION SHOWING DURATION OF OUTAGE, HYDRO ONE VERSUS OTHERS.


MR. BRETT:  Thank you.  If I ask you to look at page 13, let's just take a look here -- no, I am sorry, that's not what I want.  Let me just carry on -- sorry about that. I will come to that a little later.

Page 18, figure number 13; if you could look at that for a moment.  Am I reading this correctly that it shows Hydro One's OM&A on substations were among the highest in the peer group?

That's the graph that -- the red line is Hydro One.  So I read that to say Hydro One's OM&A, while it's coming down, it is still the highest or one of the highest in the peer group, is that right?

MR. BUCKSTAFF:  Yes.  This is direct O&M, not OM&A.  But other than that, your conclusion is correct.

MR. BRETT:  And when you define direct O&M, just so I am sure of what we are talking about here, direct O&M is maintenance and -- well, could you explain what is direct O&M and maybe just contrast it briefly with OM&A, in your language.

MR. BUCKSTAFF:  Well, the components of O&M are really inspection and maintenance activities where you go out inspect the thing, work at it.  It includes service restoration, so if you’ve got an outage and you are working to restore it, that will show up in O&M.

Operations of the substation, switching and things like that, will be in that.  There is some engineering and design that goes into that O&M, in the event that it's not capitalized.  So there is some element of engineering that will be in that, and a little bit of other categories.  So that's what the direct O&M is.

MR. BRETT:  Can I stop you just for a second there before you get on to administration?

MR. BUCKSTAFF:  Sure.

MR. BRETT:  Just two quick questions.  What's the ratio, roughly, between all of the other components of direct O&M and testing costs?  Testing costs would be a smallish piece of that, I take it, generally.

MR. BUCKSTAFF:  Well, I think the way most of the companies would look at that, that would be part of the inspection and maintenance.  I mean, we don't have -- in our cost categories that we ask people for, we don't have testing as a separate category.

MR. BRETT:  You don’t break that out?  Okay.

MR. BUCKSTAFF:  It kind of gets rolled into the inspection and maintenance piece.

MR. BRETT:  Okay.  Would you carry on the administration part of that, the A part?

MR. BUCKSTAFF:  Yes.  The administrative costs are things that you might think of as overhead costs.

MR. BRETT:  Right.

MR. BUCKSTAFF:  So it would include at some point the pensions and benefits kinds of activities that you don't get as direct --


MR. BRETT:  Human resources activities.

MR. BUCKSTAFF:  Some of those kinds of things.

MR. BRETT:  Okay.  I think I have got it -- I think I have that now.  It's similar to what -- the one point, though, is on capitalization, have you -- in your analyses do you -- how do you -- do you normalize for capitalization practices or do you find that they are sufficiently similar that you don't have to do that?

MR. BUCKSTAFF:  We don't normalize for them.  They are marginally different between companies, and they do have impact.  The question comes, are there changes year to year, and most companies don't change very often, maybe once every five to ten years, but there are some differences.

MR. BRETT:  Okay.  And just one other -- trying to again -- sort of framework question.  Are these -- this data that you've provided for all of these companies, do you include both single-circuit and multi-circuit data?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Okay.  So regardless of -- you capture it all in terms of outages from single-circuit areas of their system and multi-circuit areas of their system?

MR. BUCKSTAFF:  The TADS metrics do include the entire system, so --


MR. BRETT:  All right.

MR. BUCKSTAFF:  -- yes, and the costs certainly would.

MR. BRETT:  Right.  Right.  Now, on the -- now, Mr. Shepherd took you through the normalization process, so I am not going to get into that in any detail.  The numbers in the graph that you discuss with Mr. Shepherd, those are actual numbers, are they?  They are not forecast or actuals?

MR. GRUNFELD:  Which graph, sorry?

MR. BRETT:  Appendix B, the graph showing the process you used to normalize for asset -- gross assets.

MR. BUCKSTAFF:  Yeah, I am pretty sure all of the things that we put in here were actuals.

MR. GRUNFELD:  Yeah.

MR. BRETT:  They are actuals.

MR. BUCKSTAFF:  Yeah.

MR. GRUNFELD:  That's correct.

MR. BUCKSTAFF:  Certainly anything, you know, prior to '14.

MR. BRETT:  Now, when you normalized -- you're comparing a number of items in your study, of course, and we don't need to go through those at this stage, but when you normalize using gross assets, that covers comparisons you make in your study in different types of measures?  In other words, in some cases you are comparing O&M and in some cases you're comparing capital, but you are saying for all of those, gross assets is the best one you have been able to find for -- the best normalizer, I guess.

MR. BUCKSTAFF:  It's the best single normalizer --


MR. BRETT:  Even if what you are measuring is something that is not capital.

MR. BUCKSTAFF:  It's the best single normalizer -- if we can only pick one, that's the one we would pick across all of those.

MR. BRETT:  Now -- I am just sort of eliminating some of this as I go through here that...

MR. QUESNELLE:  Do you want to take a little time over the break to do that, Mr. Brett?  We could break now, and then --


MR. BRETT:  All right.  Fine.  Yeah, thank you.

MR. QUESNELLE:  Why don't we do that?  Let's break until 11:35, please.
--- Recess taken at 11:15 a.m.

--- On resuming at 11:37 a.m.

MR. QUESNELLE:   Thank you, please be seated. Okay, Mr. Brett, whenever you are ready.

MR. BRETT:  Thank you.  Okay, just carrying on, gentlemen. could you turn up page 17 of your study, please?  And it's figure 11 there.

Now, this figure shows the transmission lines cap ex activity base per asset, and it shows Hydro One -- excuse me, sorry.  Figure 11, page 17.  Do you have that?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Okay.  Well, it breaks down the expenditure into activities, right, and the green colour is network capacity additions, and then the orange is the system improvement.

So the orange would be the sustainability expenditure, right?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  And the green really is growth oriented, growth related expenditures?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  Okay.  And so if you were to look at this graph, if you looked at the sustainability expenditure, and that's the orange -- now, I have got a coloured version here, so it's little easier to see.  But essentially reading this, it seems to me Hydro One has the largest sustainability expenditure relative to -- that’s cap ex relative to transmission line cap ex, relative to per asset, right?

MR. BUCKSTAFF:  Yes, for that year.

MR. BRETT:  Now what year is this?

MR. GRUNFELD:  2014.

MR. BRETT:  Right.  Okay.  If I could then ask you to go over to -- well, let me ask you this first before I leave this.  You say for that year; do you have the data on this table for the five years of your study, that you covered in your study?

MR. BUCKSTAFF:  We do.  The next figure on that same page has a multi-year chart on that.

MR. BRETT:  figure number 12?

MR. GRUNFELD:  figure number 10.  Figure number 10.

MR. BUCKSTAFF:  Oh, I am sorry.  Go back a page, I am sorry.  I will take this moment, if I may, to respond to something that was asked before the break.  Somebody asked are these all actuals and I said I think they are.  During the break we checked and, yes, all the numbers that we have in here are actuals.

MR. BRETT:  Okay.  If I go over to page -- I’d ask you to go over to page 19, and that would be page 19 of the study.  I just wanted to -- you made a statement there.  It's not a question on the graphs or anything.

There is a statement in the middle of the page that I says:
"Hydro One's capital investment in its substation assets has decreased over the previous five-year period."


Now, I don't have the graph in front of me.  But are you sure that the -- I had thought that the stations cap ex had grown, mostly grown over the last several years.

MR. GRUNFELD:  So as you can see on figure 15, it's substations cap ex as a percentage of gross asset value.

MR. BRETT:  Oh, I see, all right.  Not capital as such?

MR. GRUNFELD:  Correct.

MR. BRETT:  Yes, okay.  And if we go over to the next page, page 20, figure 16, now this is a similar -- this is the cap ex for substations.  We were talking a moment ago about cap ex per line asset -- or, sorry, line cap ex per asset.

And by the way, when you do these, are they assets segregated into lines and stations?

MR. BUCKSTAFF:  Yes, they are.

MR. BRETT:  Okay.  Anyway, I just wanted to draw your attention.  It's a similar sort of an observation I wanted to ask you about.

It seems to me if you look at -- this is stations, substations cap ex.  Again, the Hydro One has the largest service improvement, or in other words sustainability cap ex among the group in that category, right?

MR. BUCKSTAFF:  In that specific category.  But if you look at the top couple of companies there, for example, they have got a large piece that's repair or replace in kind; that's also a sustaining category.

MR. BRETT:  So they repair, replace in kind, okay.  This is really getting -- what is that?  That's repair capital and replace in kind, we would normally call -- or the practice here to call that sustainment.  That's NERC category; is that the idea?

MR. BUCKSTAFF:  These are not NERC or FERC categories.  These are categories that we have put together over the last 15 years to get categories that most of the companies can give us data for, and they are descriptive of how they are spending their money.

MR. BRETT:  Right.

MR. BUCKSTAFF:  Maybe to be helpful for you, largely everything but the light green colour there is a sustaining category.

MR. BRETT:  Just a sec now.  The light green, you have surprised me a little bit with that.  You’ve told me that is growth related.

MR. BUCKSTAFF:  Correct.

MR. BRETT:  Light green is stuff you need to build because you getting more customers.

MR. BUCKSTAFF:  More customers, or your existing customers are using more --


MR. BRETT:  That's not sustainment capital.

MR. BUCKSTAFF:  Correct.  What I said was everything that's not the green is sustaining.  The green is growth.

MR. GRUNFELD:  Or development.

MR. BRETT:  Oh, I am sorry, I didn't hear the "not".  So new substations would also be in that category of growth, I take it?

MR. BUCKSTAFF:  Correct.

MR. BRETT:  And how do you distinguish between repair replace in kind and service improvement?

MR. BUCKSTAFF:  Replace in kind would be essentially changing out a component for a like component.  Service improvement, in the case of substations, you might put in something with greater electronic capability or greater remote control capability, or something like that.

It's not adding capacity, but you have a better capability for running your system.

MR. BRETT:  So a more advanced piece of equipment, essentially?

MR. BUCKSTAFF:  Yeah.

MR. BRETT:  All right.  Now, you had -- yes, just two or three miscellaneous questions here.

If we go to figure 28, I believe it's figure 28, this is a safety related question, and it really is.  You have Hydro One's position in there and their lost time severity rate.  Could you just tell me how you define that for us?

MR. BUCKSTAFF:  That's defined as essentially the number of days you lose for a given injury.

So a company that has a very high rate says the injuries that they incur tend to be ones that keep people out of work for a long time.

MR. BRETT:  So it's days times number of injuries?

MR. BUCKSTAFF:  Yes, largely.

MR. BRETT:  Okay.

MR. BUCKSTAFF:  I mean, that's the way to think about it.

MR. BRETT:  Similar type of question.  If you look at page 29, the next page -- and I know others are going to talk more about the wages and overtime part of this, so I am going to just ask this one question.

In your text there you talk about, straight-line wage rates are at about the median of the peer group.  What do you mean by "straight-line wage rates"?

MR. BUCKSTAFF:  The hourly wage rates.  If you are paid, call it $30 an hour, for ordinary work in an eight-hour day --


MR. BRETT:  Right.

MR. BUCKSTAFF:  -- that's straight-line wage rates. And overtime hours are typically paid at time-and-a-half or double-time, depending on kind of union contracts and agreements.

MR. BRETT:  And you factor in there, I notice, both full-time employees and contract employees; right?  Actually, let me pass on from that.  That's going to be looked at later.

Would you turn to page 31, please.  This is the list of your recommendations, and Mr. Shepherd took you through some of these, and he also sort of took you through the issue -- the broader issues around this.

I am -- I am a little intrigued by some of this.  You state at the beginning there, under "recommendations" at the top of the page, that, however, there are several areas where you talk about them being low-cost in areas, then you say:

"There are several areas in which Hydro One was under-performing relative to the industry."

As identified through the benchmarking or I guess as identified through your knowledge and expertise otherwise.

And just a couple of questions on these, because Mr. Shepherd did ask questions on some of them.

On the second one, capacity capital project delivery, you talk a bit about -- I am looking at the second and third columns.  The first step, you talk about a project backlog, maintaining a project backlog, and I assume from this that at the moment Hydro doesn't maintain a project backlog; is that correct?

MR. BUCKSTAFF:  Well, there is a list of projects that is planned out for a while.  The issue here in terms of backlog is backlog of project where the engineering is complete and they are available to go to construction but haven't yet been assigned to construction.  That's the backlog we are looking for.

MR. BRETT:  All right.  So the -- and then you go on to talk about, effectively, if I can paraphrase, sort of tightening up the process on the engineering side with KPIs and milestones; is that fair?  So that the engineering is done in time, as it were?

MR. BUCKSTAFF:  Yes.  It's both a process and a resource question, but, yes.

MR. BRETT:  And then you go on to say -- finally you go on to say:

"Utilize internal engineering resources as owner engineers."

Now, what do you mean by "owners engineer" (sic)?  What do you...

MR. BUCKSTAFF:  The issue there is owner engineers don't necessarily do all the engineering themselves.  They will contract pieces of that and then oversee that work.

MR. BRETT:  Right.  Are you suggesting here that  the -- going over to the first phrase there, first column:

"Continue building for the use of external resources for engineering."

And then going back to your comment about internal -- using internal engineering resources as owner engineers, are you suggesting here that Hydro One should be putting all of its project engineering out to third parties and just retain in-house the owner -- the classical owner engineer's function?

MR. GRUNFELD:  No, that's not what we are suggesting.  This recommendation stems from a couple of the benchmark metrics that we looked at, in particular that over the 2012, '13, and '14 period Hydro One had underspent relative to its capital budget, and what we found in our discussion was that part of the driver of that underspend was the projects would get rescheduled or that work would not be completed because of other external factors, and so the recommendation was around having a backlog of construction-ready projects that could be shifted/manoeuvred to allow for these changes in schedule and other kind of drivers, and one of the challenges with developing a backlog of construction-ready projects is the ability to do the design and engineering work on these projects in a timely manner, and so one of the things -- one of the areas that we have seen and one of the sort of practices that we have seen other utilities do is, you know, engage third-party firms in developing some of those backlog or construction-ready projects, and in doing so you still need a strong owner's engineer role on the part of the company to ensure that that engineering is happening per your internal design specifications and processes, and so that's really the sort of the overall framework around that set of recommendations.

MR. BRETT:  Hydro itself -- Hydro does use external engineers now, right?

MR. GRUNFELD:  Correct.  That's my understanding, correct.

MR. BUCKSTAFF:  Yes, and that's the reason for this to say continue building on that.  They already do some of that, and we are just suggesting additional work in that direction.

MR. BRETT:  Right, right.

Okay, just a couple of other questions in the same vein here.  The next -- the next suggestion they talk -- you talk about expenditure forecast, contingencies, and probabilities.  And I guess my question there, over on the right-hand side you talk about:

"Develop probability-weighted forecasts to inform decision-making on projects and portfolio choices."

What do you mean by probability-weighted forecasts?

MR. BUCKSTAFF:  To start with, the purpose of that recommendation is similar to the purpose for the previous one of finding ways to be able to invest the entire budget and complete projects.

In looking at other companies and those who are successful at spending their entire budget, delivering their capital program, they tend to manage at the portfolio level for the contingency.  If you have every project with a contingency, let's call it, you know, 15, 20 percent over and above your original budget, and you bring in every project at 100 percent, you will be left over with 20 percent unspent funds every year.

MR. BRETT:  Right.

MR. BUCKSTAFF:  So if you manage that contingency at the portfolio, now you can work for each project to deliver it at 100 percent and manage to be able to say, let's provide some additional projects to be worked on during that year.

The probability weighting decision is really around individual projects, to be able to look at it and say, how are we going to do on each of these projects, what's the probability that we will hit our budget target or not, so that you can manage that contingency at the portfolio.

MR. BRETT:  So really what -- I see.  So the probability is really to help you shift the contingency amounts from project to project?

MR. BUCKSTAFF:  Yes.

MR. BRETT:  All right.  Okay.  Now, you have also noted here in number five, administrative costs.  You have noted elsewhere that -- well, by inference here, you are saying "work to reduce administrative costs".  So you are saying -- and I think this is in one of the charts, but I don't have it in front of me, but I think you are saying that Hydro One's administrative costs are relatively high, or high relative to some of the other people in the study, and so you want to -- you are proposing some ideas about how to reduce that; is that fair?

MR. BUCKSTAFF:  Yes, and you are right.  There are charts in the report.  Basically, if you look at the relative position of Hydro One when we look at O&M, for example, it's at a certain point within the group.  And then when you look at them for OM&A, they are in a slightly different spot, indicating that the administrative costs are higher than average.

MR. BRETT:  Right, yeah, you have a chart on that, I...

MR. BUCKSTAFF:  Without going into depth of detail to understand why that is, we said investigate that, work on that and investigate that.

MR. BRETT:  Thank you.

Okay.  I think those are my questions.  Thank you very much.  Thank you, Panel.

MR. QUESNELLE:  Thank you, Mr. Brett.  Ms. Blanchard?
Cross-Examination by Ms. Blanchard:

MS. BLANCHARD:  Good morning.

MR. QUESNELLE:  Good morning.

MS. BLANCHARD:  Thank you.  Good morning, panel.

MR. BUCKSTAFF:  Hello.

MR. GRUNFELD:  Good morning.

MS. BLANCHARD:  So I am going to take you to the report again.  But I would just like to start off by confirming that you had 15 peers in the group; is that accurate?  I am looking at page 5.  You’ve got the map.

MR. BUCKSTAFF:  Whatever the listing is of the companies, that's what it is.

MR. GRUNFELD:  That's correct.  I believe it's 16 when you include Hydro One.

MS. BLANCHARD:  Could I ask you to turn up page 24 of your report?  I am going to ask you some questions about the staffing component of the study.

MR. BUCKSTAFF:  We have it.

MS. BLANCHARD:  Thank you.  So I'd just like to start out by taking you to figure 30.  Am I correct?  I am counting, you have got six peers in that figure for average overtime costs?

MR. GRUNFELD:  That's correct.

MS. BLANCHARD:  Did you disqualify some peers?

MR. GRUNFELD:  Not all of the peers provided, or not all of the companies provided responses to all of the data.  So where data is available, they were included in the benchmarking.

MS. BLANCHARD:  So in terms of data on overtime, you got information from six?

MR. BUCKSTAFF:  Yes.

MS. BLANCHARD:  Okay.  So now I am going to just look in the actual text here, and in the second line in the second paragraph you say:
"Hydro One’s overtime usage as a percentage of total hours was consistent with other companies in the peer group."


And then you refer me to figure 31.

MR. BUCKSTAFF:  Yes.

MS. BLANCHARD:  So I am looking at figure 31 and I guess, just as a starting question, I don't see a percentage.  So I don't -- I am not seeing anything in the chart that helps me understand overtime hours as a percentage of total hours.

MR. BUCKSTAFF:  That's a fair point.  What's actually there, and it's labelled incorrectly.  It says overtime costs per hour in that table.  It's not actually overtime costs per hour.  That's just the chart up above.

What's there is the annual overtime hours per worker of the various classifications of worker.

So, for example, if you look at distribution line worker, Hydro One's answer is 449 hours per year, and that's not very different from the majority of companies who gave us answers to that.

MS. BLANCHARD:  So every person is working 400 -- on average.

MR. BUCKSTAFF:  On average, every line worker is working that many overtime hours.

MS. BLANCHARD:  Okay.  So I have some companies where, in the same category, the person is only working 74 overtime hours.  I am just trying to understand.

So I have got company 18 and in that company, the average worker only puts in 74 overtime hours a year.

MR. BUCKSTAFF:  That's what we have for them, yes, and we don't have the data for line workers and trouble-shooters.

MS. BLANCHARD:  So I am just going to go back to the statement where you say Hydro One's overtime usage, as a percentage of overtime hours, was consistent with other companies in the peer group.

So you mean -- I am trying to understand what you mean, because clearly it's not consistent with this company, in company number 18, right?  I mean, you will agree with me that they are very different, in terms of how much overtime?

MR. GRUNFELD:  Yes.  If you look at the last column in that table, you will see average overtime hours across the companies that provided data.  And so that statement is really in reference to Hydro One's response, and we will focus on the transmission line worker and substation electrician, because those are the two that are of directly relevant to this proceeding.  And what you can see is that while they are higher than average, they are not -- they are not way out of line with the range from the other companies, and they are not dramatically higher than average.

MS. BLANCHARD:  Okay, but you have -- you will agree with me you have a fairly small number.

MR. GRUNFELD:  Correct.

MS. BLANCHARD:  And would you agree with me that they are all over the map?  You’ve got someone at 74 hours for the transmission line worker; you’ve got someone at 790, so --



MR. GRUNFELD:  They do range, yes.

MS. BLANCHARD:  So all you have done is you’ve added these up and divided them by seven?  That's what you mean when you -- that's how you get that number there, the 363?

MR. GRUNFELD:  Yes, that would be how we calculate an average.

MS. BLANCHARD:  I am just -- because the statement is consistent with other companies.  But you are saying -- what you are really saying, I think, is that they are closer to the average; is that right?

MR. BUCKSTAFF:  Yes, they are in a reasonable range.  I mean, they are not doing anything that's out of line with norms of the industry.

MS. BLANCHARD:  Okay, but I am looking at seven companies that provided the information, and are you suggesting that you can determine the norms of the industry by looking at these seven companies?

MR. BUCKSTAFF:  Those are the companies that we have data for specifically for this study.  In previous years' studies, we have done similar things and the numbers are not vastly different year to year.  Individual companies do go up and down, and the example would be somebody who has some giant capital project, a new 500 KV line, where they are going to put all hands on that.  They might have very high numbers for a year or two.

But in general, these numbers are about what we see year to year for companies.

MS. BLANCHARD:  I really am just trying to understand.  When you say "these numbers", do you mean the average number or --


MR. BUCKSTAFF:  Yes, averages.

MS. BLANCHARD:  Or do you mean company number 18 usually has about 74 hours?

MR. BUCKSTAFF:  No, the average numbers.

MS. BLANCHARD:  So you have data that shows that 363 hours per worker is consistent with a trend or -- I mean, I just don't see that anywhere in your report.

MR. BUCKSTAFF:  It is not in the report.

MS. BLANCHARD:  Okay.  So when I go back to this statement, "Hydro One's over time usage as a percentage of total hours was consistent with other companies in the peer group", you mean it was consistent with other information that you have about what a normal number of overtime hours is?

MR. GRUNFELD:  The numbers that Hydro One has reported are -- I mean, we can define consistent for 20 days.  But if you look at the Hydro One numbers in this chart, you will see 449 for transmission line worker and 409 for substation electrician.  You will see some companies that are numbers that are slightly higher, some companies that have numbers that are slightly lower.

If you want to drop the outlier in company 18, the average numbers are just going to go up and they are going to look -- and Hydro One's numbers will be even closer to the median value.

So I think the statement that is in the report is reasonable, in the sense that Hydro One hours of overtime are in line or consistent with what other companies are reporting to us in this study.

MS. BLANCHARD:  Okay.  Well, I think maybe I have beat that sentence to death, so let me just go on to the next question.

You indicate that the comparatively high hourly cost of overtime usage for Hydro One is driven by the percentage of overtime hours that is paid at double time.

So what is that percentage?

MR. GRUNFELD:  So as we understand it, that because of the 410 schedule that Hydro One operates on with its crews, they effectively go to overtime immediately after that.  And so there is very little time and a half overtime, and it generally goes to double time.

MS. BLANCHARD:  So I was going to ask you what a 10-4 schedule is, because I don’t know the answer to that.

MR. GRUNFELD:  Four days a week, 10 hours day is the normal work schedule, and there is no overtime paid for the hours from eight to ten in a day.

MS. BLANCHARD:  So it's essentially that 100 percent of overtime is paid at double time.

MR. BUCKSTAFF:  Yes.

MS. BLANCHARD:  Okay.

MR. GRUNFELD:  If I could add to that?  I mean, each company makes its own staffing decisions as part of collective bargaining, as part of how it operates its company, and part of the rationale behind Hydro One using a 4-10 schedule is that because of some of the remote locations they operate in, they are sending crews out each day to a work site.

And so the longer day on site allows them to be more efficient than having shorter days on site, and having more travel time, as has been explained to us.

But each company makes those business decisions internally.

MS. BLANCHARD:  Okay, so I am just going to ask you to turn the page.  And this is, I think, your conclusion after looking at the overtime hours, and you indicate that:

"Significant benefit can be realized by minimizing overtime."

That's one of your observations.

And so I guess my question is:  Why has that not made its way into your recommendations in any form?  Meaning, you have described it as a significant benefit, so...

MR. BUCKSTAFF:  And I guess if you look at the way the company has operated, by going to the 410s, that has helped them in that regard, so that's one piece.  But even so, you are still at a point where you have got, you know, essentially double-time for all overtime hours, which means you want to try to minimize those.

The question of significance, labour costs are not the biggest cost of running the transmission system, but they are a big component.  So to the extent that you can minimize one part of the labour cost, you're better off.

MS. BLANCHARD:  Okay.  But you didn't -- you didn't feel that a recommendation was warranted on that?

MR. BUCKSTAFF:  No.

MS. BLANCHARD:  Okay, those are my questions, thank you.

MR. BUCKSTAFF:  Thank you.

MR. GRUNFELD:  Thank you.

MR. QUESNELLE:  Thank you, Ms. Blanchard.  Mr. Dumka.
Cross-Examination by Mr. Dumka:

MR. DUMKA:  Thank you.  I just have a couple of short questions, and I was wondering if we could just flip up the first page of the executive summary of the report.

MR. BUCKSTAFF:  We have it.

MR. DUMKA:  Okay.  I was just looking at, on the first page we have got the results of the study, and if we look under "reliability" -- and we have seen all the detailed charts -- I don't want to get into that -- but we have got the summary here that:

"Sustained outage frequency for circuits with voltages of 230 KV and below were amongst the highest in the peer group, momentary outage frequencies amongst the highest", et cetera.

So when I look at the recommendations that you have provided, I don't really see anything that deals with that reliability result.  There is the thing on substation, having -- the proportion of work having lower corrective, but with the exception of that, I don't see anything there that deals with this reliability issue; is that correct?

MR. BUCKSTAFF:  There are no recommendations pointed directly at that.

MR. DUMKA:  Right, could I ask why there aren't any recommendations dealing with this?

MR. BUCKSTAFF:  In the recommendations that we have provided, we were generally able to give more specific guidance as to what to work on or to look into.  In this, recognizing that there is this comparatively high frequency of outages, which don't generally create customer outages, meaning if you look at the T-SAIDI and T-SAIFI metrics, those are quite good.  These are measures of outage of existing line segments or circuit elements, so they don't drive customer problems yet.

So we look at that and said, we will leave that to the company to figure out what to do.  It is a leading indicator.  It says we've got circuit elements that are having high frequency of outages but not yet affecting customers, largely because the redundancy of the system in the delivery points is quite good.  So we haven't provided direct guidance as to what to do about that, other than it's there, you might want to look at it.

MR. DUMKA:  Okay.  Is there anything in your background that would help the company with something like this if there was more interest in this particular area, in terms of improving reliability, in terms of the work that you have done for years benchmarking companies and providing consulting services?

MR. BUCKSTAFF:  We do provide consulting services to help companies improve reliability, but that's not what we were asked to do here, so...

MR. DUMKA:  Right, understood.  Just one other question.  We've got -- we don't need to look at it, the next page, you have got your recommendations, et cetera, and this is sort of another question broadly on the same lines.

Do you have -- do the two of you have any sort of a, I will call it a follow-up contract with regards to implementation of recommendations from Hydro One?  Is there anything on the books for one or both of you to come back in a year's time or two years' time to see what sort of progress the company has made in terms of the recommendations?

MR. GRUNFELD:  No, there isn't.

MR. DUMKA:  Is that something that you typically come across in some of the work that you do?

MR. GRUNFELD:  As consultants we definitely like that.

MR. BUCKSTAFF:  The goal.

MR. DUMKA:  Yes.

MR. GRUNFELD:  And it is -- we have seen it elsewhere, but at this point in time there is no engagement or contractual agreement to come back.

MR. DUMKA:  Okay, those are my questions, thank you.

MR. QUESNELLE:  Thank you, Mr. Dumka.

Ms. Grice, just before you go on -- do you want to ask that question now?

DR. ELSAYED:  I have a clarifying question about overtime.  Did I hear you correctly that Hydro One's overtime is all paid at double-time?

MR. BUCKSTAFF:  That's the information that we have.

DR. ELSAYED:  And how does that compare to other companies that you have looked at?

MR. BUCKSTAFF:  There is a mix.  There is a few companies that have essentially all double-time.  More companies have a bigger percentage that's time-and-a-half.

DR. ELSAYED:  And do you know from your examination as to why there is no time-and-a-half in Hydro One?

MR. BUCKSTAFF:  Well, the issue here is kind of tied to the circumstances of the service territory.  As Mr. Grunfeld mentioned, you have long drives here to get to parts of the service territory, and by going to a 4-10 schedule you can kind of mitigate some of that.

But the quid pro quo on that is you end up paying overtime at higher rates outside of those hours.  That's a negotiated kind of a question.

DR. ELSAYED:  Thank you.

MR. QUESNELLE:  Thank you.  Ms. Grice.

Cross-Examination by Ms. Grice:

MS. GRICE:  Thank you.  Good morning.  Shelly Grice, representing AMPCO.

So my first question -- all of my questions are related to the Navigant report, and if we can turn, first, please, to figure 9, and that's on page 16.

MR. BUCKSTAFF:  Okay.

MS. GRICE:  Okay.  I am just looking at the coloured chart, and it looks like for some of the utilities there is a black portion, and for utilities 17 and 40 it seems to represent a large portion of O&M, and I just wondered what the black stood for.

MR. BUCKSTAFF:  That should be "other", and it's interesting that it's not documented over there in the legend, but anything in the far right in black is going to be "other".

MR. GARNER:  And what does "other" include?

MR. BUCKSTAFF:  Anything that they couldn't categorize into the other groupings.  And to give you a little bit of history on that, we have spent years trying to get these activities into a category listing that all the companies can put their expenses into, and we still have a few, and it often tends to be those at the high end of spending that have a big chunk of "other", they have less capability to separate out all the costs and they tend to be higher.

MS. GRICE:  Okay.  And I notice then for Hydro One, which is utility number 29, there is no other.

MR. BUCKSTAFF:  Correct.

MS. GRICE:  Okay.  And just with respect to the same chart, utility 28, it seems like they are spending a lot of -- a large percentage of these costs on a transmission operation centre.

MR. BUCKSTAFF:  Yes.

MS. GRICE:  And that would be the red portion.  Is that an anomaly?  Is that unusual?

MR. BUCKSTAFF:  It is.

MS. GRICE:  Okay.  And utility number 40 doesn't seem to have an operations centre.  Is that again unusual that there is no spending on that?

MR. BUCKSTAFF:  It is unusual, but there is a big category of "other" there that might well cover that.

MS. GRICE:  Okay, thank you.  Okay.  My next questions relate to figure 11.  And that's on page 17.  And there has already been some discussion this morning that from this chart it can be seen that Hydro One is spending more of its capital on sustainment than any of its peers?

MR. BUCKSTAFF:  That's not 100 percent accurate.  It's spending a higher percentage on that one category of sustainment.  This is just like the one we were talking about a little bit ago on the substations, where the green colour and the sort of purple colour on the far left, those are growth, and all the other colours are some form of sustain.

Hydro One's category for system improvements is the biggest.  But in terms of total on sustain, it's not the highest.

MR. GRUNFELD:  So when you look at the aggregate of the colours, other than service extension -- or of the categories other than service extension and network capacity additions, there are other companies that are spending comparable levels on cap ex, on sustaining cap ex.

MS. GRICE:  Okay, thank you.  And there is a note at the bottom of that table that suggests that at the level that Hydro One is spending, the replacement cycle is close to 50 years.

And I was just wondering, if you were to make a similar calculation for the other members of the peer group, would it likely indicate that they are in fact on an even longer replacement cycle?  And put another way, does this chart show that at a minimum, Hydro One seems to be replacing its assets at a rate greater than most of the peer group?

MR. BUCKSTAFF:  I guess the starting point is this is a one-year snapshot, so you have to start with that.

But without trying to break out the other categories for the companies, I don't -- don't have a quick ability to answer that for you.

MS. GRICE:  So figure 11, that snapshot is 2014, is that correct?

MR. GRUNFELD:  Yes.

MR. BUCKSTAFF:  Yes.

MS. GRICE:  I just notice in the preamble to your report, it says that Navigant looked at trends and costs over time,

I wondered if there is any way we would get figure 11 for the years 2010 to 2013?

MR. GRUNFELD:  So if you look in figure 10, you will see the trend on total transmission line cap ex.  So the trends are provided for each of the categories.

MS. GRICE:  Would we be able to get figure 10 showing just sustainment capital?

MR. BUCKSTAFF:  Yes, we can do that.

MR. MILLAR:  J3.3.
UNDERTAKING NO. J3.3:  TO PROVIDE FIGURE 10 OF THE NAVIGANT REPORT SHOWING JUST SUSTAINMENT CAPITAL


MS. GRICE:  Just so it's all part of the same undertaking, I was go to ask the same for figure 15, which is the -- just bear with me -- the substations cap ex.  Can we get that on a sustainment basis as well, please?

MR. BUCKSTAFF:  Yes, we can.

MS. GRICE:  Okay, thank you.  And I have another question related to the members of the peer group.

Are there other members that also have customer-owned transmission facilities?  Like is it a bag, so to speak, where you’ve got some that do and some that don't?

MR. BUCKSTAFF:  Yes.   I know for certain that some of them do have customer-owned transmission stations.  I can't say that all of them do; I would to look at them individually.

MS. GRICE:  Okay, thank you.  And when you did your analysis, did you look at the comparative system age demographics among the peer group, and did you make an assessment on whether or not the level of sustainment capital is appropriate for Hydro One?

MR. BUCKSTAFF:  Well, we have shown the charts that we have as far as the age demographics for the company, so we did look at it to that extent.

And in terms of the sustaining cap ex, we have taken a look at where Hydro One is.  It is -- the company is making what appears to us to be reasonable investments for sustaining the system.  If you look at the total spending, it's not out of line in any kind of way and, I guess, you get to our views of the industry as a whole on what's reasonable for sustaining cap ex.

The entire industry over the last, say, eight or nine years, has increased pretty noticeably its cap ex spending for sustaining the existing asset base.

I think if you look at the period from ten years ago and preceding that, the spending on sustaining cap ex was very low in comparison to the expected life of most of the assets.  So the industry has moved up quite a bit in the last half dozen years to ten years on that, and Hydro One is making reasonable choices.

MS. GRICE:  Okay, thank you.  If looking at chart 11 again, please -- sorry, figure 11, if the costs -- the cap ex costs related to non-discretionary work, related to growing demand and new customers was removed, would it be fair to expect that Hydro One's costs per gross asset dollars would be closer to the main?

MR. BUCKSTAFF:  Well, that's what we have agreed to do for a trend chart for you.  So could we answer that question after we give you that?

MS. GRICE:  Sure, sure.  Thank you.  And I have one more question on figure 11.

I think we have had some discussion today that there is agreement that the size of Hydro One's service territory drives a longer average circuit length than the median.  Would you agree with that?

MR. BUCKSTAFF:  I am sorry, can you --


MR. GRUNFELD:  Can you ask that question again?

MS. GRICE:  Sorry, yes.  The size of Hydro One's territory drives a higher average circuit length than the median.

MR. GRUNFELD:  When you say average, you mean circuit length per customer or circuit length per --


MR. BUCKSTAFF:  Per circuit.  We actually have data about that.  It's not in the report, and I haven't looked at it to know what the actual outcome is to your question.  But directionally, I think you are probably right.

MS. GRICE:  Okay.  And there was a discussion earlier that the longer the span, the greater the exposure.  So do you think, given those two things, that that would account for a good part of the lower reliability of Hydro One relative to the peer group?  Would that be a contributing factor?

MR. BUCKSTAFF:  It would be a contributing factor, certainly not the only one.

MS. GRICE:  Okay, thank you.  Those are my questions, thank you.

MR. QUESNELLE:   Thank you, Ms. Grice.  I wonder if I can just canvass the parties that signalled that they would still like to do some cross and, just get a time check just so we can time our lunch break here.

Mr. Stephenson, having heard the cross from others, what's your estimate?  Is it reduced?

MR. STEPHENSON:  Yes, it is.  It would be less than 15 minutes, probably about ten.

MR. QUESNELLE:   Mr. Janigan?

MR. JANIGAN:  I think I would have about 15 minutes, Mr. Chair.

MR. QUESNELLE:   Okay, Mr. Millar?

MR. MILLAR:  I still expect at least 10 to 15.

MR. QUESNELLE:   You know, if people are all right with this, why don't we carry on and we will see where we get and perhaps -- Ms. DeMarco, are you on the list here?   I don't have you.

MS. DeMARCO:  I have added myself to the list with 10 minutes, with apologies.

MR. QUESNELLE:   No problem.  Why don't we carry on for a bit and see where we are at, and perhaps we can excuse this panel before the break.  But if not, we will be reasonable about the expectations of the court reporter as well.  Okay, Mr. Stephenson, yes?
Cross-Examination by Mr. Stephenson:


MR. STEPHENSON:  Thank you, Mr. Chair.  Good morning, panel.  My name is Richard Stephenson, and I am counsel for the Power Workers' Union.  Just a couple of items.

If I can take you to pages 20, 21 and 22 of your report -- and I am now making reference to the pages in the middle bottom -- this is the reliability section.  And you make reference in this section both to the TADS data and to the CEA data, correct?

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  Now, I take it when you -- you do reports similar to this, I take it, for other utilities in other contexts, correct?

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  Certainly, at least when you are doing it for your US utilities, I take it you don't make reference to the CEA data, correct?

MR. BUCKSTAFF:  Correct.

MR. STEPHENSON:  And when you -- in those cases, do you just make reference to the TADS data, or is there some other data set that you would use other than the CEA data?

MR. BUCKSTAFF:  In the time period up to 2014, we basically were using the TADS metrics on the transmission side.  We have actually, in the last two years, added the T-SAIDI and T-SAIFI metrics, which are the ones that the CEA uses.  But of course, we didn't have that data at an all at the time we did this study.

MR. STEPHENSON:  And -- sorry, and that's because your client base hasn't been reporting that to you?  Or what's the unavailability issue around that?

MR. BUCKSTAFF:  We haven't asked them to.  The people who participate in our annual studies answer the questions that we give to them, and we hadn't asked those questions.

MR. STEPHENSON:  I see.  Okay.  And just so we can understand how to fit these two pieces of data together, if I can.  As I understand it, there are two -- at least two differences in terms of the TADS data versus the CEA data.  Issue number one is the TADS data is inclusive of both single-circuit and multi-circuit parts of the system; correct?

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  And whereas the T-SAIDI and the T-SAIFI, at least as is reported here, is only on multi-circuit; correct?

MR. GRUNFELD:  That's correct.

MR. STEPHENSON:  And as we understand it, because I think we have seen this data somewhere else, you would expect that the outage frequency and outage duration on multi-circuits are going to be less than on single-circuit; correct?

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  Okay.  And then the second thing that is embedded in TADS but is not present in the CEA data are the outages that do not result in customer outages; correct?  Or don't necessarily result in customer outages?

MR. BUCKSTAFF:  Right.  The TADS metrics just tell you whether or not a circuit element is out.  It doesn't  have --


MR. STEPHENSON:  Right.

MR. BUCKSTAFF:  -- any indication of who might be affected by that.

MR. STEPHENSON:  But as you've indicated, I think you have said that that's a leading indicator of -- well, what is it a leading indicator of?  I don't want to...

MR. BUCKSTAFF:  It tells you the frequency with which you are seeing outages on that particular circuit or every circuit, and if that number goes up it tells you you have got concerns, perhaps.

MR. STEPHENSON:  It's some -- I guess -- well, it's an indication of two things, perhaps, isn't it?  One, it's an indication of some rolled-up sense of system condition.

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  And secondly, it is -- at least in some sense increases risk of customer outages.

MR. BUCKSTAFF:  Yes.  I mean, the more circuit elements that are out, the higher the risk is that another outage will create a customer outage.

MR. STEPHENSON:  Am I right that it was Hydro One that suggested to you that the CEA data was relevant and was something that you should look at in the context of your -- of this report?

MR. GRUNFELD:  Hydro One provided the data to us because they have access to it as part of the CEA group that collects it, but we made our own determination as to its usefulness and relevance in the study.

MR. STEPHENSON:  Right.  And you concluded, I take it, that because they are both in there that they are both of some -- both relevance and usefulness; fair?

MR. GRUNFELD:  Correct.

MR. STEPHENSON:  Okay.  The second item, you mentioned this just a moment ago, that over the last, say, decade you have noticed a trend in increasing levels of sustaining capital expenditures more or less across the industry; is that fair?

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  Is that, I mean, do you know -- do you have any intel or data as to the reason for that?  I mean, one of the potential reasons, which seems obvious to me, is that -- is a demographic issue, that a lot of this plant went into the ground more or less at the same time, and it's now at a point of needing replacement.  Is that the driver?

MR. BUCKSTAFF:  That's one of the drivers.  From our review of the data, what we see is at the time of the recession, '07, '8, '9 kind of time window, everybody's growth dropped right off the cliff.  The new business at distribution level, expansion at transmission level, all just dropped right off, and for many companies that had been quite high for a while, and again, for most companies when that is very high it makes it harder to have money available for sustaining.  With the drop-off in the growth for in aggregate the industry, we have seen people take advantage of that opportunity to do replacements of assets that they otherwise would have liked to have done before that.

And so we have seen, I mean, specific anecdotal kind of information where companies absolutely have said that, yes, we are taking advantage of this, we wish we had been able to do this work in the preceding ten years, we couldn't, now we are, so it's both of those things, because there is a lot of companies, like Hydro One, that are reaching a point with a bunch of aging assets.

MR. STEPHENSON:  Okay.

MR. GRUNFELD:  I'd just add that money and resource constraints --


MR. BUCKSTAFF:  Yes.

MR. GRUNFELD:  -- historically.

MR. STEPHENSON:  Right.  You have got --


MR. GRUNFELD:  People and time --


MR. STEPHENSON:  -- you only have so many people and so much money to do X amount of work.

MR. GRUNFELD:  Correct.

MR. STEPHENSON:  The last thing I just want to touch on is overtime, and specifically on the issue of overtime hours.  And you make a recommendation, or maybe it's -- sorry, it's not a recommendation, it's actually an observation, which appears on page 30, about "minimizing overtime can lead to a significant benefit".

My understanding -- and we have heard evidence about this from time to time in prior cases here -- is that the company -- this company and I suspect other companies make business decisions about the use of overtime versus alternatives, and one of the issues that they have to confront is, if they are not going to deploy overtime, one of the alternatives is to simply hire more employees.  And what companies -- this company has said is that, relative to increasing complement, overtime is cheaper.

Are you aware of that business rationale?

MR. GRUNFELD:  Yes, that there is -- as we understand -- or as I understand, there was a business decision made by Hydro One, given all of the constraints associated with managing its resources and assets, that this was the effective -- an effective way to manage costs and resources.

MR. STEPHENSON:  And, I mean, have you done any analytical testing to ascertain whether if you decrease overtime by X percentage there is likely to be Y percentage of savings, given the cost of alternatives?

MR. GRUNFELD:  Not as part of this study, no.

MR. STEPHENSON:  Okay.  And I take it -- but this issue about cost of alternatives is not an issue that is unique to Hydro One.  I take it this is something that anybody that employs overtime has got to confront this decision.

MR. GRUNFELD:  Correct.

MR. BUCKSTAFF:  Yes.

MR. STEPHENSON:  Would you agree with me that there is no necessary nexus between the amount of overtime relative to alternatives and the net savings?

MR. GRUNFELD:  Correct, it's about managing overall labour costs, and there is different levers at a company's disposal to try to do that.

MR. STEPHENSON:  Okay.  All right.  Thank you very much.  Those are my questions.  Thank you, Panel.

MR. QUESNELLE:  Thank you, Mr. Stephenson.  Mr. Janigan.
Cross-Examination by Mr. Janigan:

MR. JANIGAN:  Thank you, Mr. Chair, good afternoon, panel.

MR. BUCKSTAFF:  Good afternoon.

MR. JANIGAN:  First, I would like to have my compendium marked as an exhibit, please.

MR. QUESNELLE:   Okay.

MR. MILLAR:  K3.2.
EXHIBIT NO. K3.2:  VECC COMPENDIUM.

MR. QUESNELLE:  We have it here, thank you.

MR. JANIGAN:  Okay.

MR. QUESNELLE:  The witnesses, do we have --


MR. GRUNFELD:  Mr. Chair, is that the Vulnerable Energy --


MR. JANIGAN:  Energy Consumers Coalition, yes, I should have introduced myself.

MR. QUESNELLE:   Thank you.

MR. JANIGAN:  Now, I believe this has been touched upon by several of the other questioners, but I just want to make sure that I understand the relationship with your study and the CEA metrics.

On page 3 of my compendium, you have a response to Ontario Energy Board Staff interrogatory 95, and it indicates in part (b) that the CEA metrics were not available to Navigant, so a comparison of the CEA versus the Hydro One cost study is not possible.

The only stats that you incorporated in your study, as I understand it, were the reliability statistics?

MR. GRUNFELD:  That's correct.

MR. JANIGAN:  Okay.  Are you able to say whether or not they are comparable to the reliability statistics you usually use in the course of a benchmarking study?

MR. GRUNFELD:  I think we have already talked about the sort of differences between the TADS metrics and the T-SAIDI and the T-SAIFI metric.

MR. JANIGAN:  Okay.

MR. GRUNFELD:  As we understand it, the way that the CEA is calculating T-SAIDI and T-SAIFI, they are as we would consider them in other benchmarking studies where we collect that data, yes.

MR. JANIGAN:  Okay.  I wonder if you could turn to page 5 of my compendium, and this deals with a question I think you touched upon with Mr. Shepherd.

In response to AMPCO 64, you said that although a direct comparison of asset age was not performed, the study did include a look at the age of various assets in terms of the percent installed by decade.

The only reference that I could find in the study, as to the issue of how age of assets affects comparisons and how that was accounted for in the study, is at page 6 of your study.  Is there somewhere else where your study discusses this issue?

MR. GRUNFELD:  Asset demographic data and comparisons across the peer groups were presented as part of the stakeholdering session, and there are some graphs in the presentations that Navigant and first quartile made to those stakeholders, and those are in the evidence as well.

MR. JANIGAN:  Okay.  And how are you certain that you have a range of companies with asset ages that you have recommended on page 6, which is also on page 6 of my compendium?

MR. GRUNFELD:  That would be in reference to the asset demographic data that we presented to stakeholders.

MR. JANIGAN:  Yes, and that -- you ensured that those comparators represented a sufficient range of age of assets?

MR. GRUNFELD:  We believe they represent a sufficient range of assets, yes.  There are varying companies with -- or companies with varying sort of average ages, as well as sort of the range of when different assets were installed.

MR. JANIGAN:  What kind of test did you use for that?

MR. GRUNFELD:  No empirical test.

MR. JANIGAN:  It was sort of a visual check?

MR. GRUNFELD:  Correct.

MR. JANIGAN:  I wonder if you can turn to page 8, the Schools interrogatory 43, which I think you visited with Mr. Shepherd?

And following up on his question, is it possible that you could undertake to provide a table showing this table to include Hydro One?

MR. GRUNFELD:  Yes, we can.  Although I would point you to the appendix of our report, which has certainly the gross transmission asset value, the service territory value, the kilometres of transmission lines and the megawatt hours transmitted.

MR. JANIGAN:  It would be helpful if that was all in one table, however.  Is that possible?

MR. GRUNFELD:  Yes.

MR. MILLAR:  J3.4.
UNDERTAKING NO. J3.4:  WITH REFERENCE TO IR SCHOOLS 43, PAGE 8, TO PROVIDE A TABLE THAT INCLUDES HYDRO ONE


MR. JANIGAN:  Thank you very much. Now as I understand it -- and this may have been covered in a technical conference or earlier -- but I am interested in the last column, susceptible to storms.  How is this metric or this qualification used in relation to the benchmarking study?  I mean, how did you use this particular piece of information in relation to your study in doing comparisons?

MR. BUCKSTAFF:  This was basically just part of the selection to see do we have a mix of companies who have storms of substantial size and some that don't.

MR. JANIGAN:  Now as a Canadian, we always regard American storms as much more severe than Canadian ones.  Maybe it's because of our having seen "The Wizard of Oz" so often at Easter.

But was the severity of the storms that these utilities are susceptible to considered as well?

MR. BUCKSTAFF:  Yes.

MR. JANIGAN:  Okay.

MR. GRUNFELD:   At a qualitative level.

MR. BUCKSTAFF:  Just to pick one example, Southern California Edison.  They are listed as not being one who has a lot of storms.  If you ask them, they’d say we have storms.  But if you really compare them and look at the service territory, it is pretty benign from a weather standpoint.

MR. JANIGAN:  Kansas City Power and Light might be different, no?

MR. BUCKSTAFF:  They do have some winter ice storms, they have the possibility of tornados; there is a variety of calamities that befall those folks.

MR. JANIGAN:  Okay.  On page 12 of my compendium, if we look at figures 23 and 24 that appear on page 20 of your study, it would appear that there is a difference among utilities as to how utilities organize project management.

For example, in figures 23 and 24, you show project management by individual projects like transmission and substations, and others like Hydro One with combined T&D.

I don't want to read too much or too little into these charts, but in carrying out these studies, did you find that utilities had different project management strategies? For example, did they have management teams that specialize in specific assets, while others take a more generalist approach to project management?

MR. BUCKSTAFF:  There is a mix of that, yes.  Just as you described, some companies do it by project size, others of them do it by type of project.

MR. JANIGAN:  Okay.  And in looking at capital expenditures and project management, did you make any observations about spending capital budgets on what they were actually forecast to be spent on?

For example, it's one thing to spend 100 percent of your forecast capital budget, but quite another to spend 100 percent on the things that you thought you were going to spend it on.

Is the accuracy of capital budgeting measured or compared in your study?

MR. BUCKSTAFF:  It is not in the report.  Can you give me just a moment?

The answer to your question is no, we don't have the details on that for this one.

MR. JANIGAN:  Okay.  Is that ever a metric that you measure?

MR. BUCKSTAFF:  It is for some individual projects that we have done for companies, where we will look at the percentage of projects that were in the budget at the start of the year that were actually completed during the year, and the percentage of projects that were completed during the year that were not in the budget at the start of the year.  We look at both of those.

MR. JANIGAN:  Okay.

MR. BUCKSTAFF:  Sort of a measure of portfolio integrity, if you will.

MR. JANIGAN:  Okay.  Is that something that's a useful exercise?

MR. BUCKSTAFF:  We have certainly found it so for some of our projects, for some companies.

MR. JANIGAN:  Okay.  I wonder if I could ask you to turn to on my compendium page -- I have got here.  It's page 14 of my compendium, page 26 of your report, and it contains recommendations.

You make the recommendation that Hydro One should reassess and adjust performance indicators.  Have you looked at tier 2 and tier 3 metrics being considered by Hydro One?

MR. BUCKSTAFF:  We have looked at them, but that was not part of what we were supposed to do for this study.  I mean, we just kind of, as a matter of interest, took a look at them, but that's all.

MR. JANIGAN:  Okay.  Could you say if any of those metrics would be of benefit to Hydro One to focus on in tier 2 and tier 3?  Are you able to do that?

MR. BUCKSTAFF:  If I understand your question, you are saying particular metrics that they would want to focus on and do something about with the outcomes of?

MR. JANIGAN:  Yes, yes.

MR. BUCKSTAFF:  We haven't studied those in that way.

MR. JANIGAN:  Okay.

MR. GRUNFELD:  If you are asking about the -- so are you asking about performance on specific metrics, or are you asking about the suite of metrics that Hydro One has recommended?

MR. JANIGAN:  Tier 2 and tier 3 metrics are largely indicators that go in to build the larger indicator, and I am wondering if it would be helpful when you are looking at trying to improve performance whether or not those tier 2 and tier 3 metrics are something that individually the company should be in a position to focus on?

MR. GRUNFELD:  So our recommendation was that the sort of the suite of performance metrics should be robust, comprehensive, sort of provide a mix of leading and lagging indicators, and really permeate different levels of the organization.

And so having sort of read the evidence that Hydro One's filed, you know, I believe that what they are recommending does achieve that recommendation, you know, the sort of combination of level 1, level 2, level 3, provide different leading, lagging, different levels, to provide people across the organization with some indicators that they can use to help inform business decisions.

It's new.  It will evolve over time, but it is reasonable, certainly.

MR. JANIGAN:  Okay.  And I believe in your discussion with Mr. Brett he spoke with you about your recommendation that Hydro One should consider eliminating contingencies at the project level and go to a more portfolio-based approach, and I thought I understood it until you went into how you build the budget for the project.  And I thought I heard a contingency being imported into that project in some respects in relation to the project estimate.

Was I correct on that or did I mishear?

MR. GRUNFELD:  So most project estimates would have some degree of sort of accuracy associated with them, and then would ultimately from a project management standpoint have a sort of contingency factor built in.

MR. JANIGAN:  Is it a matter of degree, then, that you don't sort of look at every project and build in a percentage contingency?  Instead you do a more comprehensive look at the project and try to estimate a contingency that might be closer to what the project -- what the risk of the project may actually be?

MR. GRUNFELD:  Not exactly.  I think, you know, by and large contingencies are estimated based on the sort of the expected risk around the projects.  I think our recommendation is really driving at this, you know, challenge around where, if you have, let's just say 10 percent contingencies on all projects or a range of from 5 to 15 percent contingencies on all projects, and all of those projects come in on budget, your portfolio will come in 15 percent under-budget or 10 percent under-budget, because you wouldn't have necessarily spent the contingency, and so there is some benefit from a portfolio management and from a resource management perspective to be able to manage some of that and basically free up some project contingency to allow other approved projects to start or to be completed within the same time frame.

MR. JANIGAN:  The net effect should be that the estimate for each project is closer to the actual risk of over-spending.

MR. GRUNFELD:  Not necessarily.  I think that's the goal, as I understand it today, that the projects are budgeted based on what the expectation is what the costs would be.  I think the reality is that all projects either come in over or under, and so from a portfolio -- or exactly on, but, you know, from a portfolio standpoint the recommendation is around more strategically managing that total pool of capital or resources that are allocated to contingency.

MR. JANIGAN:  I think I understand that.  I will go back and look at the transcript again.

Finally -- and I may have missed your response to this -- your recommendation to investigate the causes for the relatively high administrative corporate and common allocated costs.  And I believe you discussed this with Mr. Brett.

What is the specific anomaly that you discovered that led to this recommendation?

MR. GRUNFELD:  So there wasn't a specific anomaly.  It was -- what led us to this recommendation was the observation that when you look at Hydro One's performance relative to the peer group on a direct O&M and cap ex basis it's better than if you look at their performance from a total OM&A and cap ex, and so OM&A is contributing more on average to their total cost -- or, sorry, administrative is contributing more on average to their total than others.

MR. JANIGAN:  So -- and that requires some investigation why this is happening.

MR. GRUNFELD:  Correct.

MR. JANIGAN:  Okay, thank you, panel.  Thank you, Mr. Chair, those are all my questions for this panel.

MR. QUESNELLE:  Thank you, Mr. Janigan.

Ms. DeMarco.
Cross-Examination by Ms. DeMarco:

MS. DeMARCO:  Thank you, Mr. Chair.  Panel, my questions deal predominantly with asset geography demographics and the customer characteristics in relation to the peer group selection and a few clarification questions.

Can I ask you to turn to Exhibit B2-2-1, attachment 3, which is the Swerhun report of your Thursday, August 6th meeting with stakeholders.  Thank you, that's it.  Safe to say that you both attended that meeting?

MR. GRUNFELD:  Correct.

MR. BUCKSTAFF:  Yes.

MS. DeMARCO:  Do you have that up?

MR. GRUNFELD:  We have it in front of us.

MR. BUCKSTAFF:  We have it on the screen.

MS. DeMARCO:  And the intent was for you to present your proposed approach in the framework for the study going forward.

MR. GRUNFELD:  Correct.

MR. BUCKSTAFF:  Yes.

MS. DeMARCO:  And to get feedback --


MR. GRUNFELD:  Correct.

MS. DeMARCO:  -- from customers, from stakeholders, broadly.

MR. GRUNFELD:  From stakeholders.

MS. DeMARCO:  Correct?

MR. GRUNFELD:  Correct.

MR. BUCKSTAFF:  Yes.

MS. DeMARCO:  Thank you.  And can I ask you to turn to page 7 of that report.  And the last bullet on that page is a comment from Mr. Higgins -- Dr. Higgins, saying:

"The scope of attendance is important.  Usually everybody comes out of the woods once the deliverable has already been produced.  It's important to have as many intervenors attending the meeting as possible."

Is that correct?

MR. GRUNFELD:  That is what it states, yes.

MS. DeMARCO:  And you were there for that comment?

MR. GRUNFELD:  I can't say that I specifically remember the comment, but we reviewed the meeting minutes and recognized and -- yes.

MS. DeMARCO:  And you would agree with that conclusion, the robustness of your -- of the input would be very helpful, in terms of --


MR. GRUNFELD:  Absolutely.

MS. DeMARCO:  Wonderful.

And did you receive any instructions from Hydro One to broaden the input that you were getting in relation to the proposed approach and framework?

MR. GRUNFELD:  No.

MR. BUCKSTAFF:  No.

MS. DeMARCO:  You received no instructions specific to getting comments or feedback from stakeholders in the north?

MR. BUCKSTAFF:  You mean going outside of the people who were at that meeting?

MS. DeMARCO:  That's right.

MR. BUCKSTAFF:  No.

MS. DeMARCO:  And you received nothing to broaden or seek feedback from First Nations stakeholders in particular?

MR. GRUNFELD:  So our scope of work was not to design and implement the stakeholder engagement process, it was to provide the content for the stakeholder engagement.

MS. DeMARCO:  I understand that, but you received no instructions from Hydro One very specifically to seek feedback from First Nations customers?

MR. GRUNFELD:  Correct.

MS. DeMARCO:  Thank you --


MR. BUCKSTAFF:  Nor others.

MS. DeMARCO:  And I am going to ask you to turn the page to page 8.  We have got a list of participants there.  You'd agree that there were no First Nations stakeholders there?

MR. GRUNFELD:  No, no stakeholders that solely represent First Nations' interests, but I suspect that there are First Nations groups that would be represented to some extent by those stakeholders.  There is probably some First Nations -- members of First Nations that work for the Power Workers Union, for example.

MS. DeMARCO:  Do you know that for a fact, Mr. Grunfeld?

MR. GRUNFELD:  I do not.

MS. DeMARCO:  No.  Okay.  So to the best of your knowledge you don't know of any First Nations --


MR. GRUNFELD:  There are no specific First Nations groups in that list.

MS. DeMARCO:  Thank you.

Can I ask you to turn to what is now Exhibit B-2, tab 2(1) at attachment 4.  I understand that to be the Swerhun report on your session on Monday, January 11th.

MR. GRUNFELD:  Yes, that's correct.

MS. DeMARCO:  And you were presenting there your feedback on the preliminary findings and recommendations from your transmission total cost benchmarking study; is that right?

MR. GRUNFELD:  Correct.

MS. DeMARCO:  And I am going to ask you to turn to the participant list, which is found at page 11.  Do you have that?

MR. GRUNFELD:  Yes.

MS. DeMARCO:  You'd agree with me there were no First
Nations or express northern distribution utilities in that list?

MR. GRUNFELD:  That's correct.

MS. DeMARCO:  Thank you.

MR. GRUNFELD:  The stakeholder, the presentations and the stakeholder -- the information was published online, as well as provided to stakeholders in those sessions.

MS. DeMARCO:  Okay.  Thank you.  And that's relevant,
because?

MR. GRUNFELD:  Everyone in the province had access to it, if they so chose.

MS. DeMARCO:  If they were aware of it, you’d agree?

MR. GRUNFELD:  Yes.

MS. DeMARCO:  And how many people would randomly become aware of a study that was posted online, if they weren't expressly told that it existed?

MR. GRUNFELD:  If they were interested in Hydro One's
regulatory affairs, then probably some, but I can't say for
certain.

MS. DeMARCO:  Do you have any data to support that, Mr. Grunfeld?

MR. GRUNFELD:  No.

MS. DeMARCO:  Thank you.  I am going to ask you very
specifically, in response to my friend, Mr. Stephenson, I believe you indicated that there is asset demographic data in this presentation.

Can you point me precisely to where that is in the presentation that you presented on January the 11th, 2016?

MR. BUCKSTAFF:  Looking at that presentation, it shows on pages 20 and 21, which --

MR. GRUNFELD:  In the attachment to the Swerhun report, it's slide number -- original slide number 4 and 5, and then I believe it's slide -- or page number 20 or 21 in the Swerhun report.

MS. DeMARCO:  Thank you.  This is in relation to transmission towers, and wood poles and cables, and it's really about the age profile of the system?

MR. GRUNFELD:  Yes.

MR. BUCKSTAFF:  Yes.

MS. DeMARCO:  Thank you very much.  Is there something
comparable for asset geography?

MR. GRUNFELD:  No.

MS. DeMARCO:  Would it be possible to get something
comparable for the asset geography?

MR. BUCKSTAFF:  Maybe you could describe what you mean by that.

MS. DeMARCO:  Is it located in the north of the

MR. GRUNFELD:  So Hydro One has data on where its assets are located, but the peer group wouldn't have the same definition of north or south, or any --

MS. DeMARCO:  So in terms of the assets that you looked at, you did not expressly look at whether or not the assets were in the north or the south?

MR. GRUNFELD:  That's correct, there was no separation made.

MS. DeMARCO:  And in response to my friend about the
specific metrics you examined, T-SAIDI, T-SAIFI and the TADS metrics, you'd agree with me that the outcome of the costs and data and productivity would differ as to whether or not those assets were in the north or in the south; would you agree?

MR. GRUNFELD:  Without having looked at the specific
outcomes for the north and the south, it's impossible to say.  We looked at the aggregate values.

MS. DeMARCO:  You did look at whether or not it was a single circuit or a multi-circuit; is that correct?

MR. GRUNFELD:  We didn't look at single versus multi. The TADS data we present includes everything and the CEA T-SAIDI/T-SAIFI metrics are just for multi-circuit.

MS. DeMARCO:  So safe to say in your view that the single circuit data would be worse, in terms of costs and productivity?

MR. NETTLETON:  Mr. Chairman, I am objecting to this line of questioning.  These witnesses have already answered the question that they data that they looked at was at a combination of the information, and the repeated questions are going back to single circuit data is not appropriate for this panel.
If Ms. DeMarco seeks to have questions asked about Hydro One, or to Hydro One about single circuit data, then she can ask it to Hydro One representatives.  But this panel is here to present findings and discuss questions about the content of its report.  And as it relates to the question Ms. DeMarco asked about single circuit, it's been asked and answered.

MR. QUESNELLE:   Ms. DeMarco, anything further?

MS. DeMARCO:  I am fine with rephrasing.  You indicated in your testimony that your intent in choosing the associated metrics was to permeate different levels of the organization; is that fair?

MR. GRUNFELD:  Our recommendation around performance
metrics?

MS. DeMARCO:  Yes.

MR. GRUNFELD:  Yes, that's fair.

MS. DeMARCO:  Did you look at all at amount spent on
stakeholder education and outreach?

MR. GRUNFELD:  No, we did not.

MS. DeMARCO:  Those are my questions, thank you.

MR. QUESNELLE:   Thank you, Ms. DeMarco.  Given Mr. Millar's estimate, and the panel has some questions and there may be redirect I think it would be best to take our lunch break now, and we will return at two o'clock, thank you.
--- Luncheon recess taken at 1:02 p.m.

--- On resuming at 2:05 p.m.

MR. QUESNELLE:  Good afternoon, please be seated.

We left off, Mr. Millar, I think you were going to be up next.
Cross-Examination by Mr. Millar:

MR. MILLAR:  Yes, thank you, Mr. Chair.  And good afternoon, panel, my name is Michael Millar.  I am counsel for Board Staff.  Many of my questions have been asked, and all those that are remaining relate to the Navigant study itself, so perhaps we could start by pulling up that study at page 18.

MR. BUCKSTAFF:  Are you referring to the page numbers in the bottom middle or on the bottom --


MR. MILLAR:  Well, that's a great question.  The bottom right, actually.

MR. BUCKSTAFF:  Okay.  Thank you --


MR. MILLAR:  It's a source of perpetual confusion in this cross-examination.

And just to be clear, if we need help pulling it up, it's Exhibit B2, tab 2, Schedule 1, attachment 1.  There we go.  That's perfect.

So these are some figures that Mr. Stephenson took you to previously.  They are the SAIDI and SAIFI numbers that you have already discussed.  First, we can see there that Hydro One actually did quite well on these metrics; is that fair?

MR. GRUNFELD:  Yes, that's correct.

MR. MILLAR:  And I think Mr. Stephenson brought you to this as well, but this is data that you received from the CEA through Hydro One; is that correct?

MR. GRUNFELD:  That's correct.

MR. MILLAR:  And is that because you didn't have access to comparable data in your sample group?

MR. GRUNFELD:  That's correct.

MR. MILLAR:  Okay so can I start with the obvious question:  These presumably are different peer groups.

MR. GRUNFELD:  That's correct.

MR. MILLAR:  Do you actually know what the peer group is for the CEA study?

MR. GRUNFELD:  So we don't have the full list of participants.  I suspect -- well -- but it's largely driven by Canadian utilities that are members of the CEA.

MR. MILLAR:  Do you know if they are all Canadian utilities?

MR. GRUNFELD:  I do not know for sure, but that would be my -- my -- I would -- expectation.

MR. MILLAR:  Do you know actually know, though, who the peers are?

MR. GRUNFELD:  No, no.

MR. MILLAR:  Okay.  So you assume they are CEA members, but you don't know which ones --


MR. GRUNFELD:  That's correct, that's correct.

MR. MILLAR:  So we can take it then that obviously it's different from your peer group, which is largely U.S. utilities.

MR. GRUNFELD:  It's different from our peer group, yes, which is a mix of U.S. and Canadian.

MR. MILLAR:  Okay.  Is this all the information that you received -- first, do you know how many were in the peer group?  Or is this just essentially a graph that was given to you by Hydro One from the CEA and you pasted it into your report?

MR. GRUNFELD:  The underlying -- yeah, the data was provided.  The aggregate data was provided.

MR. MILLAR:  So do you know how many peers there were?

MR. GRUNFELD:  No.

MR. MILLAR:  And in terms of information you received from the CEA, whether it was through Hydro One or some other means, is this all the data you got?  Or did you get reports -- other metrics that were reviewed?

MR. GRUNFELD:  No, this is all the data that was received.

MR. MILLAR:  And Hydro One volunteered to provide that to you?

MR. GRUNFELD:  Yeah.  To clarify, Hydro One told us that this data was available, and we thought it would be useful as part of our study.

MR. MILLAR:  And you didn't ask for any other data?

MR. GRUNFELD:  No.

MR. MILLAR:  And no other comparisons were done using CEA data.

MR. GRUNFELD:  That's right.

MR. MILLAR:  Okay, thank you.  So Hydro One did quite well on these two metrics based on what we are provided here.  Could you flip back a couple of pages to, I guess page -- why don't we go to page 16.

So this is a different chart which shows us how Hydro One did on the element sustained outage frequency, and as Mr. -- you went over the differences between what these are actually looking at with Mr. Stephenson, so I don't think we have to go over that again.

But can you confirm for me that if you look at figure 17, which is the element sustained outage, Hydro One did very poorly on that metric; is that correct?

MR. GRUNFELD:  Correct.

MR. MILLAR:  And then what seemed counterintuitive to me was how well they did on the SAIDI and SAIFI metric.  And I understand those don't measure exactly the same thing, but did it come as a surprise to you that they did so poorly on the one and then so well on the other?

MR. GRUNFELD:  Not necessarily a surprise.  As we've sort of indicated, there is a number of differences between what those two metrics are measuring, the sort of the sustained -- the availability that's measured through the TADS data, and then the impact on deliverability of electricity through the T-SAIDI/T-SAIFI metrics, so it's not -- you know, it's not necessarily a surprise that one would do poorly on one and better on the other.

MR. MILLAR:  Would you expect -- I understand it wouldn't be a one-to-one correlation, but -- and I am no expert on this, so I am asking you, but wouldn't you expect some correlation between those two metrics?

MR. BUCKSTAFF:  In general you would.  You can find other instances where the metrics don't line up the way you would initially expect.  But, yeah, generally you would think without knowing anything about the companies that they would be more or less aligned.

MR. MILLAR:  And what would you attribute -- I am going to suggest to you that perhaps one of the reasons why these don't line up a little bit better is because the peer group is so different.

What do you think of that assertion?

MR. BUCKSTAFF:  I don't have a great answer for you.

MR. MILLAR:  Is that a possibility?

MR. BUCKSTAFF:  It's a possibility.  It's also possible that just, you know, the results are accurate and the peer groups are comparable enough that it's a fair comparison of the two.  It is possible that the peer groups make the difference, but I wouldn't immediately go there.

MR. MILLAR:  Is it hard to assess that without knowing what the CEA peer group is?

MR. BUCKSTAFF:  I suppose it's so, yes.

MR. MILLAR:  Okay.  And in a perfect world, would you agree with me that you would like to have the same peer group for both of these analyses?

MR. BUCKSTAFF:  In a perfect world we would like to have every utility in North America represented in the whole thing, but, yes, it would be better to have more of the same companies on every metric that you have.

MR. MILLAR:  Okay, so "perfect" was the wrong word. Would you prefer to have the same peer group for both of these metrics?

MR. BUCKSTAFF:  Yes, and we agreed with or asked for Hydro One to provide us this, because it was an area of interest, and the availability of data for the SAIDI and SAIFI metrics was helpful.

MR. MILLAR:  And would you agree with me it's not just -- it wouldn't just be helpful to compare the SAIDI/SAIFI metrics to the element sustained outage frequency metric, which is figure 17.  It would be helpful for all your comparisons.

So if you are comparing, you know, the cost metrics with SAIDI and SAIFI, obviously you would prefer to have the same peer group for that as well?

MR. GRUNFELD:  So I don't necessarily agree that the outcome of our study or the recommendations that we provided in the study would necessarily be different if the peer group was the CEA peer group versus the peer group that we have.  Certainly there was feedback from stakeholders to try to include as many Canadian utility companies in the panel as possible, and we made that effort to contact them and reach out to them and have them participate.  Three did, including Hydro One, which is, you know, not necessarily a small percentage of the number of utilities in Canada, big transmission utilities in Canada, and we are comfortable with the representativeness or the range of companies that we have data for on the other metrics that we don't -- I don't believe that the outcome or the recommendations to the results would be dramatically different if you change the peer group to the CEA peer group.

MR. MILLAR:  Okay.  But that wasn't quite my question.  My question was, I had taken you to a comparison between figure 17 and figure 20 and 21, and you agreed with me that you'd prefer to have the same peer group there.

MR. GRUNFELD:  Yes.

MR. MILLAR:  If you were doing other comparison with other figures I assume the same point would hold true.

MR. GRUNFELD:  That's correct.

MR. MILLAR:  Okay, thank you.  Can we turn to page 17.  And this is more in the nature of clarification.  You will see figure 19 there, which shows a sustained outage by cause code.  And if you look at Hydro One here, it seems to me that the biggest single outage cause is power system condition.  Have I got that right?  It looks to be about 40 percent or so.

MR. BUCKSTAFF:  Yes.

MR. MILLAR:  And it's a little hard, because some of the colours are quite similar, at least on my printout of this, but it seems Hydro One by far and away has the highest percentage for that particular category?  Some of them appear to barely have it at all.

MR. BUCKSTAFF:  Yes.

MR. MILLAR:  And just so we are clear on what power system condition is, just a little bit above there, it states:

"Power system condition causes include system instability, overload trip, out of step, abnormal voltage, abnormal frequency."

And a few other things like that.

So can you give us an insight as to why Hydro One is so far ahead of -- ahead is the wrong word I guess, but why they have such a high percentage under that category, where others appear to be 5 percent or less. it looks to be.

MR. BUCKSTAFF:  The brief answer is, no, we don't have an in-depth understanding of why that is the way it is.  It is one of the things to investigate.

MR. MILLAR:  Somebody brought you to this earlier, but could it involve just different ways different utilities report things?  Or is that the type of category that is unlikely to have much dispute over what's in and what's out?

MR. BUCKSTAFF:  Well, all of these categories are defined pretty carefully by the NERC guidelines.  The issue comes down to when you're capturing the data, when an event occurs, somebody has to categorize every event.

So it's conceivable that there is a little bit of difference between the person who does that for a given event at Hydro One and somebody at another utility.  But the guidelines are the same for everybody and the information that they are given is the same.

MR. MILLAR:  Okay.  Does this abnormal result -- and I don't mean abnormal in a negative sense, but abnormal in that it doesn't fit with everybody else -- did that lead no any conclusions on your part, or is that just an anomaly that you can't quite figure out based on the data that you have?

MR. BUCKSTAFF:  On the basis of the data we have, we don't have an answer as to what ma means or what you should do.  It is one where, we would suggest, it's worth investigating to understand.

MR. MILLAR:  Okay.  But it doesn't point to spending in one particular area over another area to correct that?

MR. BUCKSTAFF:  Not immediately, no.

MR. MILLAR:  Okay, thank you.  Those are my questions, thank you very much.

MR. QUESNELLE:   Thank you, Mr. Millar.  We have some questions from the Panel.  Mr. Nettleton, perhaps we will do that first before I invite you to have any redirect.

MR. NETTLETON:  Panel, there is only one question I have on redirect --


MR. QUESNELLE:   We can go first, Mr. Nettleton.

MR. NETTLETON:  Sorry, I have one question.

MR. QUESNELLE:   Yes, if it’s something we raise that gives you any concerns, you can capture that as well.  Mr. Thompson?
Questions by the Board:


MR. THOMPSON:  Thanks.  Could I ask you to turn up page 31 of your report?  It's the number in the middle of the page.

MR. BUCKSTAFF:  Thank you.

MR. THOMPSON:  You're welcome.  And under recommendations, the second sentence says:
"There are several areas in which Hydro One was under-performing relative to the industry, as identified through the benchmarking."

Could you tell me what under-performing relative to the industry means?  What is it that puts a utility in the under-performing category relative to the industry?

MR. GRUNFELD:  Thank you.  So in some respects, it depends on the metric that you are looking at.  So if, for example, OM&A spending per asset, for example, or we would look at whether or not Hydro One's metric was first quartile, fourth quartile, median, what have you.  And then, depending on the nature of the specific metric, we would sort of -- our view would be as to whether it was doing better than the median for the peer group or doing worse than the median.

But it's not necessarily -- the answer isn't necessarily lowest quartile is always better, or that lowest quartile is always over performing.  You know, certainly that can be the case when you look at capital expenditures, for example.  You know, if -- and as the report has shown, Hydro One's capital expenditures have tended to be lower than the median when we look historically over the past five years and, you know, again, it sort of depends on the details that underpin that, but that doesn't necessarily mean Hydro One is a good performer in that respect.

Similarly, when we look at practices or work programs, we have internal views as to what the sort of industry norm is, what leading practice would be and what lagging practice would be.  And so we would assess, and we did assess certain performance or practices within Hydro One, for example in the recommendations this discussion around contingency budgeting where that sit relative to leading and lagging practices in the industry.

MR. THOMPSON:  Okay.  So where it's a metric involved, it’s the median that's the dividing, more or less?

MR. GRUNFELD:  Generally, yes.

MR. THOMPSON:  And where it's practices, it's --


MR. GRUNFELD:  Leading versus lagging, yes.

MR. THOMPSON:  Could you just, for by benefit, give me the list of the several areas in which Hydro One is sort of under-performing?

MR. BUCKSTAFF:  Well, just to give you a couple of examples; I am not sure we can give you the entire list.  Certainly the ones that became recommendations are here.

But as an example, the capital area was one of the ones we were looking at in some depth, and the under spend for several years, '12, '13, '14 of the capital budget caused us to look at that and say there is something there to be investigated and some recommendations to be made there.

So looking at the capital, in particular, that led also to some of the capital project management questions around how are you staffed for that, some of the questions around contingency approaches.  So that one set of under-performance, meaning not delivering on all the spend of the planned budget, led to several things below that.

Does that -- is that kind of the direction you are looking for?

MR. THOMPSON:  That's one item.  What are the other items?

MR. BUCKSTAFF:  Well, they are mostly represented by the recommended actions.  So for example, performance metrics; when we asked questions, we didn't get all the performance metric answers that we would have liked, which indicates that there is some shortage of some of those.

In the substation maintenance, looking at the break out of the spend for that maintenance. how much of it is preventive or corrective, those items drove further -- drove recommendations.

MR. THOMPSON:  Okay so.  I think what you are telling me is that these categories on page 31 and 32 contain the areas in which Hydro One is under-performing relative to the industry?

MR. GRUNFELD:  Those are the areas, yes, where we identified there were sort of opportunities for improvement, if you will.

MR. THOMPSON:  Okay.  Well let's just take performance measures.

MR. GRUNFELD:  Yes.

MR. THOMPSON:  They are under-performing in some areas of performance, is what I hear you saying.

MR. BUCKSTAFF:  Well it's not about performance as much as not having the appropriate set of metrics to be able to tell.

MR. THOMPSON:  Okay.  And so what recommendations do you have for us as regulators to get Hydro One to pull up its under-performing socks in the performance category?  Is it just have metrics?

MR. GRUNFELD:  So having a comprehensive set of metrics is sort of first and foremost, and I think Hydro One has put forward a proposal in terms of performance:  first tier, second tier, third tier.  They are -- we have reviewed the evidence that Hydro One has provided in that regard, and the metrics that they are proposing are very reasonable and in line with what others in the industry are tracking and how they are managing their business.

And so that is, you know, in my opinion, definitely a strong step in the right direction.  You can argue over individual metrics and pieces here and there, but having that robust scorecard and set of metrics is certainly a strong move in that direction.

MR. THOMPSON:  Okay.  You had a discussion briefly with Mr. Quesnelle about the reliability risk analysis concept, and you indicated that this was being followed in other jurisdictions.  What other jurisdictions follow it?

MR. GRUNFELD:  So the United Kingdom uses a version of that to benchmark utility reliability risk.

MR. THOMPSON:  Is that it?

MR. GRUNFELD:  I believe it's also used in Australia and others.  I am certainly the most familiar with the UK.

MR. THOMPSON:  Are you able to tell us what the outcome of applying this concept is?  I mean, does it help?

MR. GRUNFELD:  Only in generalities.  The more utility management, the more regulators can understand the links between investment and reliability or risk, the better everyone is in terms of managing the assets and managing the investments.

And that's, you know, that's a good sort of practice that is outlined in things like the asset management guidelines that the IESO establishes, IESO 55000 and things of that nature, where it sort of talks about understanding the risk and how investments drive changes in risk of assets, and so that is a strong -- a useful tool.

MR. THOMPSON:  There has been some discussion of transmission losses as a performance metric.  Are you aware of any jurisdictions that measure transmission losses?

MR. GRUNFELD:  I am not aware of any.  I haven't looked at that.  You know, it strikes me as something that is certainly in the short-term not within the control of management of a utility.  You know, it -- yeah.

MR. BUCKSTAFF:  I guess in that regard, I do think the folks in Texas at ERCOT actually do track that, but it's not an individual company thing, it's -- you know, they are running the whole network for the state, and I do believe that they track that, but it's not as a management performance metric for the individual companies.

So - -and I do know many companies track the line losses at both transmission and distribution level.  I don't know of anywhere that's on their senior management scorecards, it's more of an operational thing that the engineering groups look at.

MR. THOMPSON:  Has your firm done any work in that area, transmission losses?

MR. BUCKSTAFF:  No, not from a standpoint of evaluating it to help somebody figure out how to make it better, no.

MR. THOMPSON:  Okay.  And then my last question deals with some information that -- and I don't know if you are familiar with it or not, but the company was directed to provide some information related to the work that the NATF does.

Are you aware of that direction that the company received from the board and the output that the board received from that direction?

MR. BUCKSTAFF:  Only from reading some of the testimony, not -- nothing that's been passed along to me.

MR. THOMPSON:  Okay.  So -- well, for example, in the additional evidence the company filed they attached a summary of recommendations in the peer report of NATF for 2016.

Have you folks taken a look at that in terms of the categories that are evaluated, the recommendations or observations that were made by the NATF peers?

MR. BUCKSTAFF:  I have not.

MR. GRUNFELD:  I have not, either.

MR. THOMPSON:  Okay.  Thanks very much.  Those are my questions.

MR. QUESNELLE:  Thank you, Mr. Thompson.  Mr. Elsayed?

DR. ELSAYED:  If I can take you to the executive summary of your report.  Starting on page 4, at the bottom of the page, the bottom centre of the page.  And my questions are basically going to focus on the area of project management.

You make a number of statements here under "project management".  Number one, you say that Hydro One puts significant project management resources and methodologies to manage its large annual capital investment plan.  Then you follow that by saying that the number of project managers per dollars of capital expenditure exceeds the peer group average.  And then thirdly you say that Hydro One project estimates are relatively accurate.

Then if I can take you to the next page, at the top of the page, the first paragraph, part-way through, you are saying -- or the second sentence -- you are saying:

"However, there are some areas where Hydro One under-performed the peer group."

And then you follow that by saying:

"These areas include capital project management."

So can you explain to me why, given that you felt that they have good resources in place, they have good estimates, that they under-performed the peer group?

MR. BUCKSTAFF:  It's sort of the difference between individual project management and capital program management, if you will.  The point about individual project estimates are relatively accurate.  Many projects are brought in close to 100 percent of their budget.

But the delivery of the entire capital portfolio was for the period from '12 to '14 short, meaning we didn't complete all the projects, so that is where the point is made on that second page about capital program management being less than ideal, if you will.

DR. ELSAYED:  So does that mean, then, that if you are saying individual projects are well-managed, that some projects are not being done at the program level?

MR. BUCKSTAFF:  That's what you would conclude on the basis of saying most of the projects come in on the right budget, and then we don't spend the whole budget.

DR. ELSAYED:  Right, so --


MR. BUCKSTAFF:  It must be then that certain of the projects aren't being done.

DR. ELSAYED:  But you haven't looked specifically.  You are saying the ones that are being executed are being well-executed.

MR. BUCKSTAFF:  Reasonably so.

DR. ELSAYED:  But the program is falling short because maybe not all projects are being done.

MR. BUCKSTAFF:  And that's sort of the genesis of the recommendation about managing the portfolio -- or managing the contingency at the portfolio level is so that you can focus on that to improve the portfolio performance rather than individual project performance.

DR. ELSAYED:  Yeah, but I do make a distinction.  I do have some questions about the contingency question.

MR. BUCKSTAFF:  Okay.

DR. ELSAYED:  But I do make a distinction between under-performing because of the contingency question or under-performing because not all projects are being done.  Some projects are simply not being done.  Do you understand my --


MR. BUCKSTAFF:  Yeah, and I think some of that has to do with schedule issues, where though the projects are brought in pretty close to budget, they may end up being pushed off for some extended period if you can't get permits or if you can't get some -- there is some barrier thrown up so you can't get it completed.

DR. ELSAYED:  But you didn't look at the fact that -- or the possibility that if you have 100 projects the reason you are under-spending the portfolio is because you only did 90 of them?  Did you look at that area?

MR. BUCKSTAFF:  I guess not in that -- we didn't measure the projects numbers start of year and end of year.

DR. ELSAYED:  Okay.  Okay.  Now, the question of contingency, can you explain to me again why you think there's a benefit of managing contingency at the portfolio level?

MR. BUCKSTAFF:  Sure, and I will just give you an example on that.  Let's assume for the moment that you are perfect at every individual project and you bring them all in at exactly 100 percent, okay, so -- and we will make them all the same, $100 a project kind of projects.

You go through the year and you say, I have got a 10 percent contingency on each one.  So you go through, you deliver each project, and by the end of the year you have now done your 100 projects, you have spent $100 on each one, and you have not spent the 10 that you had for each one that was the contingency on each project, so you end up at the end of the year with $10 for every project that you did that you didn't use, and you might have been able to use it.

So what really happens is you don't finish them all at 100 percent, you finish some at 110 percent and some at 90 percent, but on average you are pretty close to 100 percent anyway, and if you are not allowing that contingency to be moved from the 90 percent project to the 110 percent project, you end up with excess at the end of the year that you couldn't use.

DR. ELSAYED:  Am I correct in understanding you saying that the contingency is over and above what a project manager thinks the project is going to cost?

MR. GRUNFELD:  Well, that's a -- to some extent it's a semantics question.  I think the way that we are thinking about it is there is an estimate of the cost of the project, let's say it's 100, that doesn't include the contingency, so the project manager would see two numbers, the project manager would see 100, and the project manager would see 110, let's say, which is the, you know, approved amount, but the goal from the project manager's perspective is to deliver the project for 100.  The goal is not necessarily to deliver and spend the contingency.  And so that's -- at least from that's the way that we are talking about contingency, recognizing that from a regulatory approval standpoint, it's a number, right?  It's 110 that is approved and it includes some contingency in it.

DR. ELSAYED:  What is your understanding of the definition of contingency actually?  Why is it there?

MR. GRUNFELD:  To account for changes and other issues that could come up that were foreseen at the time.  It’s to account for the uncertainty around the cost estimates.


DR. ELSAYED:  Right.  So I think one of you responded to an earlier question that sometimes the contingency is determined based on some sort of a risk analysis of the risk associated with the project.

So if you are saying the contingency is based -- or is there to deal with issues that may come up on the project, are you saying that there is -- how likely is it that on a portfolio basis then, that the collective contingency for the portfolio would be under spent?

MR. GRUNFELD:  I don't know that I could comment on the likelihood.  I mean, I think when project budgets are being established, there is an understanding that there is some uncertainty around those.  And there is some uncertainty that may go in the company's favour in terms of lower cost to deliver that project, and there is some uncertainty -- you know, it's generally a plus or minus when thinking about the uncertainty around the cost estimating.


Now, recognizing that more often than not, probably projects tend to go over than under.  But there is some uncertainty that projects come in under cost, and I think that's -- you know, you are going to get projects that come in under cost.  So what we found in our study was that over the years '12, '13 and '14, Hydro One had under spent its capital budget.  And when we asked additional questions around that and when we collected some additional data around projects -- the percentage of projects that were delivered on budget, and the percentage of the portfolio or the cost of projects that were on budget, we found that that wasn't the biggest driver, that there was this sort of underlying kind of contingency allowance that wasn't necessarily being freed up and moved to other approved projects in a timely manner.


Now, it's my understanding that if you were to look at the metric for 2015, Hydro One is much closer to its capital spend, so it's actual capital deployment was much closer to its approved capital deployment.  So there is evidence that Hydro One has gotten better at that aspect of their capital program portfolio management.


DR. ELSAYED:  I have a couple other questions, but I will leave those to the planning panel.


One more question about your comments -- I am just trying to reconcile the portfolio level contingency with the responsibility or the accountability of the project manager.

So you do make a statement in the body of the report

-- I can't give you the page right now, but you probably would remember that your recommendation was to eliminate the contingencies in individual projects, and allow some spending dead banned for project managers.  What does that mean?

MR. BUCKSTAFF:  Could you read that last piece to me.


DR. ELSAYED:  Allowing the project managers some dead band.  I think it's the detailed recommendations later on.


MR. BUCKSTAFF:  The dead band in that case would be smaller than the contingency now.  So, for example, if you put together a project and you say we expect you to bring it in at $100, but there is contingency up to 115.  A dead band might be 98 to 102, not 85 to 115.

DR. ELSAYED:  And who would do that?  Like, maybe the part that I am not clear about, a project goes to some level in the organization for approval -- let's say the board level, a large project with the contingency in it.  The board approves the project with the estimated contingency.  Then who would change that contingency from the 10 percent to the 2 percent later on?

I am just not clear about the process that you are proposing here.


MR. BUCKSTAFF:  The way we have seen that in practice is either an asset management group or a capital program management group, whatever the title of the group is within a company, has that responsibility.  So that group, the portfolio program manager, would have the responsibility to hold that contingency and say you can have plus or minus 2 percent, not plus or minus 15 percent.  And if you do go over, then come to me and we will see about moving some money to you.  And if you come in way under, come back to me and let me know so that I can give it to somebody who needs it.


DR. ELSAYED:  So the performance of the project manager is based on that, as opposed to 10 percent that was approved by the board?

MR. BUCKSTAFF:  Right.  And the sort of driver on some of these things is how an individual company views success on a project.  Is success on a project coming in under budget, or is it coming in on budget?  Because if success is coming under in budget, people will estimate a little bit high so that they can always be successful.

If your target is a bull’s-eye target and not an upper limit target, then you are more likely to get people who will occasionally go over by a couple percent and occasionally go under by a couple percent.

So you can see the behaviour of companies simply by looking at do they always come in under?  They are rewarded for that.  Or do they come in very close to 100 percent? That's the target.  And frequently, the difference is whether the contingency is held at the portfolio level or at the project level.


DR. ELSAYED:  Have you seen other organizations that you benchmark against who use this approach --


MR. BUCKSTAFF:  Yes.


DR. ELSAYED:  -- of a portfolio level contingency?


MR. BUCKSTAFF:  Yes, and companies who routinely come in within plus or minus 1 percent of their capital budget, total capital budget.  So it's possible to do.


DR. ELSAYED:  Is this done by redistributing contingency, or doing projects that have not been planned?


MR. BUCKSTAFF:  They don't do projects that are unplanned.  That goes back to the question -- if, for example, my project gets delayed for whatever reason, if there is no ready project, then we are going to come in under budget for the year because we just won’t spend enough.  But if there is another project that's available, we can push that one forward while mine waits on its delay, whatever it happens to be.


So the entire portfolio can be spent at the 100 percent level, even though an individual project or two might be moved forward or backward.


DR. ELSAYED:  Okay, thank you.

MR. QUESNELLE:   Just one narrow area, I think it's narrow.

On the key performance indicators, I think, Mr. Buckstaff, you were talking about it in your CV going back over 20 years and looking at the industry and the changes.  With the number of reform markets in the US that have either stalled or the ones that have gone and then stalled and are reverted back in some case, the correlation between the key performance indicators related to throughput versus asset management, any observations you can share with us as to how many of asset-only companies are still using throughput as an indication or performance, and how that ties into their senior management compensation?

MR. BUCKSTAFF:  The throughput, meaning cost per megawatt hour delivered?


MR. QUESNELLE:   Yes

MR. BUCKSTAFF:  We don't see many people using that at this point.  It's -- and a big part of it is with the shift in the regulatory structure of the markets, people are being incented to build lines or not build lines for different reasons than they used to be.  People used to build just to serve their native load.  Now you have got people building lines for other reasons.


So for somebody who is an integrated utility still generally focussed on their own native load, they might continue to use a metric like that.  But for somebody else, they will have other metrics that are more important to them.


MR. QUESNELLE:   In places where the rate structure is such that the throughput does matter to the bottom line, how do you remove the bias from the financial well being of the company that has a rate structure that feeds the bottom line through throughput, or capacity or demand that has to not the physical assets, but the use of it?  What are people doing to get past that bias?


MR. BUCKSTAFF:  I don't have a great answer for you on that.


MR. QUESNELLE:   Would you agree that it's a problem?

MR. BUCKSTAFF:  Yes, yes, but I don't have a great solution for you in that regard.


MR. QUESNELLE:   Okay, thank you.  That's all the questions we have, I believe.  Any redirect, Mr. Nettleton?

MR. NETTLETON:  If I could just have two minutes to consult?


MR. QUESNELLE:   Yes.

Re-Examination by Mr. Nettleton:

MR. NETTLETON:  Gentlemen, I do have two questions for redirect.

Earlier this morning you were having a conversation with Mr. Shepherd regarding page 8 of his continue -- of his compendium -- I was about to say "continuum" -- which is marked as Exhibit K3, dash 1 (sic).  Do you have that, gentlemen?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  Do you recall the conversation you were having with Mr. Shepherd about that chart?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  And he was asking you questions about the fit of the chart; do you remember that?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  On the chart there is a reference, albeit blurred, at least on my page, to something called R squared equals 0.86894.  Do you see that?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  What does that mean?

MR. GRUNFELD:  That's the -- effectively it's a statistical measure of the fit of that line to those data points, how well does that line reflect the data points that it's trying to model.

MR. NETTLETON:  And how well does that line, based on that metric, fit?

MR. GRUNFELD:  It's a good fit.

MR. NETTLETON:  And how did you reach that conclusion?

MR. GRUNFELD:  So if I could take you to --


MR. BUCKSTAFF:  Before you do that, just the definition of what's there, the R squared value, the perfect R squared value is 1.0, so you are at 87 percent of that.  It says 87 percent of the variance between those companies in the dependent variable is explained by the independent variable, so it's a very good line fit.

MR. NETTLETON:  Thank you, that's what I was hoping you would provide.

With respect to my second area, Mr. Grunfeld, you were having an exchange with Mr. Thompson earlier regarding your experience with the reliability risk model that you mentioned is -- or has been, to your knowledge, used in Great Britain; do you remember that?

MR. GRUNFELD:  Yes.

MR. NETTLETON:  And what regulator have you -- or have you been involved -- why don't you describe your involvement in Great Britain with respect to your knowledge of this model?

MR. GRUNFELD:  So I was involved in reviewing and providing independent feedback to one of the large distribution network operators in the U.K. that was submitting its filing to OFGEM as part of the Rio electricity distribution one rate application or rate process, and as part of that we looked at the rate -- or I looked at the rate, the underlying kind of risk models and asset management models that tied to their investment program.

MR. NETTLETON:  Right.  Now, you just indicated in your answer that there appears to be a difference between individual asset risk versus a risk model that is looking at transmission system risk, in the context of the answer you provided to Mr. Thompson where you mentioned that reliability risk models can only speak to generalities; do you remember that?

MR. GRUNFELD:  No, I said my -- I don't believe that was my statement.  I believe I said my response is only in generalities that I am aware of other jurisdictions that deploy this, or that's my understanding of my statement.

MR. NETTLETON:  Okay.  I just wanted clarity on what you meant by the generalities that you were referring to.

Thank you, those were my only two questions, sir.

MR. QUESNELLE:  Thank you, Mr. Nettleton.

It's a bit early for a break.  If everybody is okay can we just do a panel swap on the fly?  Mr. Grunfeld, Mr. Buckstaff, thank you very much.  Mr. Buckstaff, the -- we appreciate your responses to the many questions this morning, thank you.

MR. GRUNFELD:  Thank you.

MR. BUCKSTAFF:  Thank you.

MR. NETTLETON:  Mr. Chairman, can we take two minutes just for the panels to change?

MR. QUESNELLE:   Certainly, yes.

Just for planning purposes, we have to have a 4:30 stop today.  We won't go as late as 5:00.  We will be calling it a day at 4:30, okay, or thereabouts.

Let me know when you're ready.  We won't start without you.
--- Recess taken at 2:53 p.m.

--- On resuming at 2:56 p.m.

MR. QUESNELLE:   Okay, Mr. Nettleton.

MR. NETTLETON:   Mr. Chairman, thank you.  Sorry for the pause; we were just sort of getting all our ducks in a row here.

It is indeed a pleasure to introduce Hydro One's next panel.  It is the joint panel of the customer panel and the IPSOS panel.  Both are here today to talk to the matters of customer engagement and the manner in which customer consultation has been undertaken in preparation of this application.

Seated closest to you is Ms. Sandra Guiry.  Ms. Guiry is the senior vice president of IPSOS Public Affairs.  She has appeared before this Board before.  She did so in the EB-2011-0242 proceeding, and in that proceeding she was accepted by the Board as an expert in survey-based market research.

And that, of course, is outlined in her CV, which was filed as part of my letter to the board on November 21st, which was marked in Exhibit K1.2.


Seated beside Ms. Guiry is Mr. Brad Griffin.  Mr. Griffin is also with IPSOS.  He is the senior vice president and head of Qualitative Canada, a division or separate entity of the IPSOS family of companies.  And he, too, participated significantly in the customer engagement process, which he will speak to that and it is part of the report that IPSOS prepared in that exercise.

MR. QUESNELLE:   For the record, Mr. Nettleton, do we have a Mr. Fred Griffin?

MR. NETTLETIN:  Brad Griffin.  We have an error here on your K1.1, then.  We can look at that later.

MR. NETTLETON:  I believe the attached CV is Brad Griffin.

MR. QUESNELLE:   We will have to look at K1.1.

MR. NETTLETON:  If my letter is incorrect. Then it’s my fault and I apologize, but it is Brad Griffin.

MR. QUESNELLE:   Thank you.

MR. NETTLETON:  Seated beside Mr. Griffin is Mr. Graham Henderson.  Mr. Henderson is the director of -- my screen just went blank.  The joys of technology.

Mr. Henderson is the director of key account management for Hydro One.  Mr. Henderson has been with Hydro One and its successor companies, or predecessor companies, since 1978, and I am indeed privileged to report to you that Mr. Henderson will be making his final soiree before the Ontario Energy Board in this application.

Retirement is soon going to be upon Mr. Henderson, and we can all wish him well -- hopefully after he testifies.  But he is --


MR. QUESNELLE:   You could do that in advance.

MR. NETTLETON:  I know, I know.  And I have warned him.  I have said, you know, you have nothing to lose with your testimony and that kind of scares me.  But being the ever professional that he is, he is very much here to help the Board and explain the customer consultation process that his department is responsible for.

Seated beside Mr. Henderson is Mr. Scott McLachlan, and Mr. McLachlan is the director of planning and optimization and analytics.  Mr. McLachlan has been with Hydro One since 1986, and has been undertaking varying levels and positions of responsibility.

His attendance on this panel is really because of the nature of the engagement process and the analytics that were discussed as part of the customer engagement process. Mr. McLachlan will be making another appearance as part of the process planning panel, so matters specifically related to planning will be saved for that panel.

But again, Mr. McLachlan's attendance on this panel is really related to the communication of the reliability risk that was discussed as part of the customer engagement process.  And if there is questions for that, that's his area of expertise.

If the witnesses could be sworn, that would be great.

MR. THOMPSON:  As the junior member of the panel, I have an oath to be administered, a card here that I am supposed to read from.  I am going to dispense with the admonition of the dire consequences that will follow if you don’t tell the truth, and just ask each of you do you solemnly promise this panel that you will tell the truth, the who truth, and nothing but the truth.
IPSOS PANEL and CUSTOMER PANEL

Ms. Guiry,

Mr. Griffin,
Mr. Henderson,
Mr. McLachlan, Affirmed


MR. QUESNELLE:   Just a little technical advice.  The microphones are linked in pairs, so that if one of you shuts off the microphone the other one will go off in pairs according to your kiosk.

MR. NETTLETON:  Just make sure the green light is on before you speak.

Panel and Mr. Chair, one thing that I would ask you to keep in mind, Mr. McLachlan has suffered a rather serious injury to his back, and while he is here to attend as best he can, it might be necessary for us to pause midway if his back goes into spasm.


So I would just -- if there is a break, it's not counsel trying to get the cane out; it's Mr. McLachlan who needs a break.  So I am just mindful of that concern.

MR. QUESNELLE:   That's understood.  Mr. McLachlan, if it's more comfortable if you to stand at any given time, if that's a preference -- I am certainly not aware of whether it would be or not.  But if that works, that's fine.

MR. McLACHLAN:  As long as you don't make me laugh.

MR. NETTLETON:  Now the other point, Mr. Chairman, is I am not proposing to have Ms. Guiry requalified as an expert.  I am happy if, subject to any of my friends’ comments, but I am intending to ensure she retains that qualification.

I am happy to have her requalified, but just to save the process, I can -- I would like to proceed, but I do need to go through the process with Mr. Griffin because he is in a similar position to Ms. Guiry in that light.

MR. QUESNELLE:   Understood.  I will take submissions on it, but I don't think it's our practice to have an existing recognition of expertise last from one -- into one proceeding to the other.  If you wanted to suggest that the -- this is the same basis on which the evidence was being prepared and the 2011, whatever hearing it was, that certainly would inform others, but I don't think that we would have -- we don't have a practice of doing that, Mr. Nettleton.

MR. NETTLETON:  I am quite happy then to have her requalified with Mr. Griffin, just to make sure everyone is aware of their qualifications and why they should be considered in my respectful view as -- they qualify for expert status as witnesses in this area.

MR. QUESNELLE:  And I think that's informative, so why don't we do that --


MR. NETTLETON:  Sure.

MR. QUESNELLE:  -- so that the parties here would have their opportunity to comment.
Examination-In-Chief by Mr. Nettleton:


MR. NETTLETON:  Fine.  Ms. Guiry, am I correct that you earned a Bachelor of Arts in political science from Carleton University in 1977?

MS. GUIRY:  Correct -- 1977?

MR. NETTLETON:  Sorry, 1997.

MS. GUIRY:  1997, correct.

MR. NETTLETON:  That was a test.  And you earned a Master of Arts in political science, specializing in empirical theory and methodology from York University in 1999?

MS. GUIRY:  Correct.

MR. NETTLETON:  And you are currently the senior vice-president of IPSOS Public Affairs in Toronto?

MS. GUIRY:  Correct.

MR. NETTLETON:  Thank you.  And would I be correct in thinking that IPSOS is a leading firm in Canada in this area of public opinion research?

MS. GUIRY:  Correct.

MR. NETTLETON:  And is it a gold certified member of the Marketing Research and Intelligence Association?

MS. GUIRY:  It is.

MR. NETTLETON:  Can you explain what is meant by the term "gold-certified"?

MS. GUIRY:  Gold-certified is the highest designation that a firm in Canada can receive, and it's awarded after an independent evaluation of the business.

MR. NETTLETON:  Thank you.  And how long have you been in the position of senior vice-president?

MS. GUIRY:  2014 is the correct answer.

MR. NETTLETON:  Since 2014?

MS. GUIRY:  Vice-president since 2011 and senior vice-president since 2014.

MR. NETTLETON:  Thank you.  And Ms. Guiry, how many public-opinion surveys of the type that are in evidence in this case would you have supervised or worked or participated in during your career?

MS. GUIRY:  During my career...  My career is about 16 years long, and I run roughly 40 to 50 projects a year.  Umm...

MR. NETTLETON:  So in each one of those projects there would be a report similar to what is in evidence in this proceeding?

MS. GUIRY:  Yes.

MR. NETTLETON:  Thank you.  A lot?

MS. GUIRY:  Yes.

MR. NETTLETON:  Thank you.  You have done previous work with Hydro One's customers; correct?

MS. GUIRY:  Yes, that's correct.

MR. NETTLETON:  And again, you have been previously qualified as an expert by this Board in other proceedings; correct?

MS. GUIRY:  Correct.

MR. NETTLETON:  Mr. Griffin, am I correct that you have earned a Bachelor of Arts in sociology from Queen's University?

MR. GRIFFIN:  Correct.

MR. NETTLETON:  In 1998?

MR. GRIFFIN:  Yes.

MR. NETTLETON:  And you are currently the senior vice-president head of Qualitative Canada; is that correct?

MR. GRIFFIN:  Correct.

MR. NETTLETON:  And is Qualitative Canada a division of IPSOS Reid?

MR. GRIFFIN:  To a certain extent.  It's a sub-unit within IPSOS Corporation, which handles all of the qualitative research within the organization.

MR. NETTLETON:  And how long have you been in your position as senior vice-president?

MR. GRIFFIN:  Also since 2014.

MR. NETTLETON:  Thank you.  And how many public-opinion surveys of the type that are in the evidence in this case would you have supervised or worked or participated in during your career?

MR. GRIFFIN:  Well, my research is more qualitative in nature, thus involving more discussion guide and related-type documents.  It is still considered survey-based research, but it is qualitative in nature.  Similar to Sandra, my unit does approximately 50 to 60 projects per year, and my career is one year shorter than Sandra's, so 50 to 60 times 15, so also a lot.

MR. NETTLETON:  Thank you.  Now, Mr. Chairman, on that basis I would ask that Ms. Guiry be requalified as an expert in survey-based market research and Mr. Griffin be given the same qualification.

MR. QUESNELLE:  Any submissions on those requests?  No one?  We will do that, Mr. Nettleton.  We will receive their testimony as being that of experts.

MR. NETTLETON:  Thank you.  Now, panel, on November 14th I wrote to the Board to advise the Board of the witness responsibilities that have been allocated to each of the panels.  That was marked as Exhibit K1.1, and if I could turn you to the attachment to that letter.  There was a chart that set out all of your evidence that you would be responsible for.  Do you have copies of that?  Mr. Henderson, maybe starting with you?

MR. HENDERSON:  Yes.

MR. NETTLETON:  Okay, and Mr. Henderson, can you confirm that the evidence listed on that chart, and Mr. McLachlan too, can you confirm -- each of you confirm that the evidence prepared that is listed on that chart that is evidence in this proceeding was either prepared by you or under your direction and control?  Mr. McLachlan, starting with you?

MR. McLACHLAN:  Yes.

MR. NETTLETON:  And Mr. Henderson?

MR. HENDERSON:  That's correct.

MR. NETTLETON:  Gentlemen, do either of you have any additions or corrections to make to that evidence?

MR. McLACHLAN:  I have one small correction to a chart.  Exhibit B1, tab 2, Schedule 2, attachment 2, page 11, the single --


MR. NETTLETON:  We will just call that up for just a minute.

MR. McLACHLAN:  Exhibit B1, tab 2, Schedule 2, attachment 2, page 11 of this attachment.  Yes, the chart that is on the right-hand side, the single-circuit system SAIDI chart, the power system contribution was errantly stated as 13 percent when it was copied over to be presented in this format.  It should be 3 percent.  So instead of 13 percent, it should be 3 percent.  The totals then total up to 100 percent.  All the other percentages are correct.

MR. NETTLETON:  Thank you, Mr. McLachlan.

Do you have any other corrections or additions to make to this evidence?

MR. HENDERSON:  I do not.

MR. McLACHLAN:  Nor do I.

MR. NETTLETON:  And gentlemen, can you both then confirm that the evidence is accurate to the best of your knowledge and belief?

MR. McLACHLAN:  Yes, I agree.

MR. HENDERSON:  Yes, it is.

MR. NETTLETON:  Gentlemen, do you therefore adopt that evidence as your evidence in this proceeding?

MR. McLACHLAN:  I do.

MR. HENDERSON:  I do.

MR. NETTLETON:  Now, Ms. Guiry and Mr. Griffin, your evidence is listed just above on page 4 of the witness panel areas of responsibility and scheduling chart.

Can each of you confirm that that evidence was prepared by you and under your direction and control?

MS. GUIRY:  That's correct.

MR. GRIFFIN:  Correct.

MR. NETTLETON:  And do you have any changes or corrections to make to that evidence?

MS. GUIRY:  No.

MR. GRIFFIN:  We do not.

MR. NETTLETON:  And do you therefore believe that that evidence is accurate to the best of your knowledge and belief?

MS. GUIRY:  Yes.

MR. GRIFFIN:  I do.

MR. NETTLETON:  And therefore, do you adopt this evidence as your evidence in this proceeding?

MS. GUIRY:  Yes, I do.

MR. GRIFFIN:  Yes.

MR. NETTLETON:  Thank you.

Mr. Chairman, I don't have any -- I am not proposing to conduct any direct examination of this panel, and so the panel is therefore available for cross-examination.

MR. QUESNELLE:   Thank you very much.

Ms. Blanchard, I believe you are first.

MS. BLANCHARD:  Thank you.
Cross-Examination by Ms. Blanchard:

MS. BLANCHARD:  Before I get into my questions I just, I would like to go back to this clarification that we just made to page 11 of the presentation.  So could you just clarify, Mr. McLachlan, you indicated that this number should be 3 percent and the error occurred when it was copied over.

Is the version that we have in the application what was provided to customers, so did customers see the 13 percent?  Or are we just talking about something that occurred when you were preparing the application?

MR. McLACHLAN:  No, the version that is in evidence in this application is the exact same version that our customers saw in our customer consultation engagement process earlier this year.  It has not been changed.

MS. BLANCHARD:  Okay.  Well, then with that in mind, my submission would be that the version that says 13 percent is actually what should be in evidence as what was presented to the public, and I think we are all now understanding that there is an error on that page.  But for the record, I'd like to ensure that we are clear that the 13 percent is what the customers saw when they were surveyed.

MR. McLACHLAN:  That is correct.

MS. BLANCHARD:  Thank you.

MR. NETTLETON:  Mr. Chairman, I think it may also be informative to get Mr. McLachlan's view on whether the pie chart representations reflect the 13 or reflect the 3, because there may be an inconsistency with that.  Do you know, Mr. McLachlan?

MR. McLACHLAN:  Yes, the pie chart itself, if you take a look, it reflects the 3 percent; it doesn't reflect the 13 percent.  Just unfortunately, the legend, if you will, of the primary causes here, when it was copied and put together apparently 13 percent was put because I believe what happened is it got carried forward from the foreign above.

So the pie chart itself actually reflects the 3 percent.

MR. QUESNELLE:   I am going to go out on a limb here and being colour challenged, this is going to be a bit of a trick.

But is that the 13 percent which is the third -- are we talking about 13 percent foreign, or the 13 power system?  I’m sorry.

MR. McLACHLAN:  13 percent power system, which is the black colour in this case.

MR. QUESNELLE:   Understood.  I take it back now, thank you.  But I think that's informative, but I think Ms. Blanchard is correct in that I think this transcript shows exactly what has happened.  I think we have got it on the record of what did occur, but it's important that this document is what was -- is being presented as a presentation and it should remain as the presentation.

MS. BLANCHARD:  Thank you.  So am going to dive in and my first questions will be for Ms. Guiry.

So when was IPSO retained by Hydro One to undertake this study?

MR. GRIFFIN:  I actually attended the first meeting which was -- I don't have the exact date, but it was in early February, yes, within the first week of February.  It was our first meeting, but we had yet to write a proposal or agree to any formal terms at that point.  But that was our first meeting with Hydro One related to this initiative.

MS. BLANCHARD:  And the retainer was probably finalized a few weeks later, or at the beginning of March, say?  Would that be accurate?

MR. GRIFFIN:  The proposal we have on file was dated February 25th, and approval was given shortly thereafter. So, yes, a couple weeks later, we had written a proposal and entered into a formal agreement.

MS. BLANCHARD:  And at that stage, you are aware that Hydro One intended to use the results of your survey work to inform their next rate application; is that correct?

MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  And you knew that their plan was to file at the end of May, 2016?

MR. GRIFFIN:  That I don't recall exactly, whether we were aware of the exact date which the filing was to occur.  But, yes, at some point that was communicated to us.  But I don't know if it was exactly at that point.

MS. BLANCHARD:  So you indicate -- and I can take you to the page.  So I am going to be working with your report quite a bit through these questions, so if you could just have a copy of it out, or we could bring it up on the screen.

I would like to take you to page 3, where you set out some of the considerations and objectives that you took into account when planning your survey.  And in the top right corner, you indicate that one of the considerations was that the consultation should take place as early as possible.  So why was that important?

MR. GRIFFIN:  Well, in any consultation, we want to engage the audience as early as possible in the process so that their feedback can be taken into account.

MS. BLANCHARD:   I am going to get into the different waves in a little bit.  But you will agree with me that in some cases, consultations took place in April of 2016.

MR. GRIFFIN:  Just the wave 1, the one on one interviews, there was one -- yes, that's correct.  There was one interview which occurred in April, hence we had to work towards that date.  But the bulk -- aside from that one interview, the bulk of the consultations through the three waves were conducted in March.

MS. BLANCHARD:  And so you are retained at the beginning of March, and you undertook consultations through March.  Did your firm assist in preparing the questions that were going to be put to the customers?

MS. GUIRY:  Yes.

MS. BLANCHARD:  And the materials as well?

MS. GUIRY:  Hydro One was responsible for preparing the presentation.  IPSOS was responsible for having a final approval of the questions and we assisted, of course, in the design of questions.

MS. BLANCHARD:  And were materials provided to customers who were going to be participating in the in-person sessions in advance of those sessions?

MR. HENDERSON:  Yes, the materials were emailed to all customers who had indicated that they would be participating in either wave 1 or wave 2.

MS. BLANCHARD:  And how much in advance of the meetings, more or less did --


MR. HENDERSON:  Roughly five business days.

MS. BLANCHARD:  Okay.  So I would like you to turn to tab -- or page 11, I apologize, and I’d just like to ask you some questions now about who participated in this survey.

So first matter is really a question of clarification. If you could just scroll down on the screen so that both of the charts are up, I'd like to clarify this line "other".  So you have got a category for LDC; assume that stands for local distribution company?

MS. GUIRY:  Correct.

MS. BLANCHARD:  And large industrial businesses stands for end users generally?  Is that a fair description?

MR. HENDERSON:  Sorry, could you repeat that last question?

MS. BLANCHARD:  So large industrial businesses would be end users of the transmission services.

MR. HENDERSON:  That is correct.

MS. BLANCHARD:  And then you have got generators, and then you have got a category "other", people who participated.  So just as a matter of clarification, I am going across the row in the bottom chart, so these are number of customers -- customer organizations.

So you have two people who -- or two customers who participated in wave 1 who are in the other category, and I am just looking at the chart above and I see that in terms of total participants, you have got zero.  So my take on that was some confusion, and then wondering if you spoke to no participants, how did you have two customers?

MS. GUIRY:  I think that 2 listed in the customer organization chart is a typographical error.

MS. BLANCHARD:  So there was no one in the other category in wave 1?

MS. GUIRY:  Not in wave 1.

MS. BLANCHARD:  Okay.  So then going across to wave 2, you’ve got no one in the other category.  So I’ve got zeros all across the board.  But then when I look up, it looks like there was someone from Toronto.

MS. GUIRY:  Um-hmm.

MS. BLANCHARD:  So can you explain that to me?

MS. GUIRY:  I think there is another typographical error.  I think the total numbers at the bottom of that chart are correct.

It's the "other" line with all those zeros that looks to be incorrect -- the other row, sorry.

MS. BLANCHARD:  So the number of -- which one is correct?   The total number of participants chart or the total number of customer organizations chart?

MS. GUIRY:  I am just looking at the bottom chart labelled total number of customer organizations represented.

MS. BLANCHARD:  Okay.

MS. GUIRY:  And the total row across appears correct.

MS. BLANCHARD:  Okay.

MS. GUIRY:  The other row appears to have an error in wave 1 and potentially an error -- yes, 1 is missing from other in Toronto.

MS. BLANCHARD:  Okay.  So I am going to just continue across.  You have got -- in wave 3 total number of customers, you have 6 in wave 3, but you only had two people who actually signed up.

So were those two people from multiple customers or did the same two people filled out the form more than one time. or what's going on there?

MR. QUESNELLE:  Ms. Blanchard, we are going to take a short break.  Perhaps we can take a few minutes to huddle, Mr. Nettleton, and see where the errors are stemming from.


So why don't we break until a quarter to 4:00, and again, we will be stopping at 4:30 today.  Thank you.

MR. NETTLETON:  Mr. Chairman, may I ask the witnesses --


MR. QUESNELLE:  Yes.


MR. NETTLETON:  -- questions with respect to that error?  Thank you. 
--- Recess taken at 3:26 p.m.
--- On resuming at 3:47 p.m.

MR. QUESNELLE:   Thank you, please be seated.


MR. NETTLETON:  Mr. Chairman, panel, over the course of the break, I did have a discussion with Ms. Guiry regarding the obvious errors that are in the chart, and I think that Ms. Guiry can provide an update with regards to finding what the -- finding out about that error.


MR. QUESNELLE:   Okay.  Thank you.

MS. GUIRY:  Correct, yes.

MR. NETTLETON:  Sorry, Ms. Guiry, can you advise what your approach is going to be with respect to this error?


MS. GUIRY:  The team is going to go back and look at the chart in its entirety, and we are going to resubmit it tomorrow.


MR. QUESNELLE:   Okay.  How does that affect your cross-examination, Ms. Blanchard?


Well, I have some more questions about who participated in the survey, and I would propose to just continue on with those using this chart.  And if you feel that those questions should be put over until tomorrow, then that'll be fine.


MR. QUESNELLE:   We will see how well we can do on that premise.


MS. BLANCHARD:  Okay, thanks.


MR. QUESNELLE:   Thank you.

MS. BLANCHARD:  So I want to start with wave 1, and I understand that these were one on one consultations; is that correct?


MR. GRIFFIN:  That's correct.


MS. BLANCHARD:  And these would be then the most in-depth consultations; is that accurate?


MR. HENDERSON:  Yes, they would be the -- I would say the most in-depth.  And the most opportunity obviously for a single customer to ask questions was in the wave 1, because we had essentially spent the best part of a half bay with them.


MR. GRIFFIN:  And just to be clear, they were -- Sandra nor myself facilitated those sessions, because they weren't a facilitated group discussion.  They were on a one on one with Hydro One, and IPSOS provide note-taker.  So that was our feedback mechanism for us.


MS. BLANCHARD:  Okay.  But IPSOS facilitators weren’t present during that wave 1 --


MR. GRIFFIN:  A note-taker was present.


MS. BLANCHARD:  Okay.  So in these in-depth one on one sessions, how many customers were selected to participate?  I have got the number, so I could just tell you and you can agree with me.


MR. GRIFFIN:  Okay.


MS. BLANCHARD:  Fourteen; you asked 14 customers if they wanted to participate?


MR. HENDERSON:  That is correct.


MS. BLANCHARD:  I take it that two customers refused to participate.


MR. HENDERSON:  Two of the customers decided that within their schedule, they could not accommodate us.


MS. BLANCHARD:  So were detailed reasons given for why they didn't participate?


MR. HENDERSON:  Only it didn't fit their schedule.  You know, March can be a very busy month for some people because it includes March break, and people are trying to fit their work in around the rest of the month.


MS. BLANCHARD:  Would it surprise you to hear that some of the people who were asked to participate didn't participate because they felt that it was too close to the rate filing, and that the decisions about investing had already been made?


MR. HENDERSON:  We didn't receive any feedback like that in any of the discussions.


MS. BLANCHARD:  Okay.  So of the 12 who participated in the one on one, you had -- let's see here, you had four local distribution companies, is that correct?

MR. HENDERSON:  That's correct.


MS. BLANCHARD:  Now, in the evidence that we heard last week, and there was an undertaking filed later, we heard that LDCs account for 92 percent of transmission revenue.  Would you agree with that, subject to check?

MR. HENDERSON:  Subject to check, absolutely.


MS. BLANCHARD:  Was any effort made to get more LDCs to participate in this sort of in-depth one on one session, in order to boost up that number from the four?


MR. HENDERSON:  There were, I believe, six -- well five invited; one just simply couldn't fit us in their schedule.  We did not try to bias it by talking only to customers who provided a lot of revenue.  We wanted to ensure that we had a good representation across customer segments and customer geography, and different sizes of customers.


MS. BLANCHARD:  Okay.  So jumping over to wave 2, I see in the report that 133 customers were invited to participate in those facilitated sessions.  Does that number sound right?


MR. HENDERSON:  Correct.


MS. BLANCHARD:  And only 22 attended?


MR. HENDERSON:  Correct.


MS. BLANCHARD:  So did you receive any feedback from those people as to why they were not able to attend?

MR. HENDERSON:  The primary reason, again given, was fitting it into their schedule.  It required at minimum of a half day out of their work day.


MS. BLANCHARD:  Right.


MR. HENDERSON:  And there were -- in one case, where one of the facilitated sessions, the one in London, in particular, was -- we had adverse weather the day before and really the morning of the facilitated session, which cut down on the number of people who could safely get there.


MS. BLANCHARD:  When did the invitations go out, approximately?

MR. HENDERSON:  The invitations went out approximately seven to ten business days prior to the session.


MS. BLANCHARD:  So in some cases, just a week before?

MR. HENDERSON:  Seven to ten business days.


MS. BLANCHARD:  Oh, business days, okay.


MR. HENDERSON:  Correct.


MS. BLANCHARD:  So roughly two weeks before.


MR. HENDERSON:  Roughly speaking, yes.


MS. BLANCHARD:  So when you saw that you didn't have a great uptake -- I am characterizing it as that, the 22 out of 133 -- did you consider rescheduling the sessions?


MR. GRIFFIN:  I can speak a bit to the 22 number, which I know on the surface seems low.  But when it comes to B-to-B consultation and engagement, in general -- there’s this factors that go into any one particular initiative.


But in our practice, B-to-B participation rates hovers anywhere between 1 and 15, or 10 would be excellent.  More reasonable is 1 and 20, 1 and 25, for many of the reasons Graham has cited which busy schedules, seasonality, a lot of things go into that.  But in general in our business, that's a reasonable participation rate.


MS. BLANCHARD:  So I just want to -- I am going to ask you to clarify what I am sure is a term of art in your industry, but what is B to B?


MR. GRIFFIN:  Oh, I apologize, business to business versus a general consumer type research or engagement.


MS. BLANCHARD:  Okay.  So I notice that in your -- and I am looking at this famous chart here, but I notice that in your large industrial businesses, you had eight participants there coming in for the facilitated session, and would you agree with me that half of them were in either Thunder Bay or Sudbury?


MR. GRIFFIN:  That's correct.


MS. BLANCHARD:  And would you agree that customers in -- that these would be Northern Ontario-type customers?


MR. GRIFFIN:  Yes, that's correct.


MS. BLANCHARD:  And those are customers who are more likely to be on a single circuit service?

MR. HENDERSON:  That's correct.

MS. BLANCHARD:  So was any thought given to providing a tailored presentation for participants who were in the single circuit service area?

MR. HENDERSON:  We felt it was important to present everyone with the same information.  Again, we were very careful to not bias what we heard based upon presenting different information to different groups.


So the answer to your question is no.  We wanted to ensure that everyone saw the same information, regardless of whether they were on single circuit or multi-circuit, even though we obviously did expect the people served by single circuit who know who they are would look at those numbers and say, hmm, I'd like to be on a multi-circuit.

MS. BLANCHARD:  Okay.  I am just going to now round it out here with wave 3.  So that was the online survey, correct?


MR. GRIFFIN:  That’s correct.


MS. BLANCHARD:  So for the online survey you invited 183 customers to participate, and the uptake was 28.  Is that accurate?

MR. GRIFFIN:  Correct.

MS. BLANCHARD:  So there wouldn't have been timing -- or the same concern about weather, so was there any concern about the low uptake on the online survey?

MR. GRIFFIN:  Not necessarily.  Right, yeah, that's a great point, it wasn't necessarily a survey, it remained in the same lines of a consultation, because it was this exact same information that folks were presented, including the questions, so it wasn't a scaler type question initiative necessarily.

That said, what was important about wave 3 is it was sort of, if I can use the term a last-ditch attempt to get people to participate.  So for those who hadn't done phase -- wave 1 or wave 2, we made it as open and possible for them to participate as possible using the online approach.

MS. BLANCHARD:  So in this last-ditch attempt, was there any overlap between the people who participated in wave 2 and wave 1 who also filled out the survey?

MS. GUIRY:  There was a small amount of overlap.  I would say just to add to the previous answer, I think many of the participants to wave 1 felt that they didn't also need to participate in wave 3.  Despite that they were sent it regardless, so that would count against the participation rate.

MS. BLANCHARD:  Okay.  So when I look at a chart like this one, am I able -- I see -- can I tell where the overlap is in terms of the totals?  If I am just going to add up these rows, for example, along the bottom, will that be the right number that -- or is there overlap between those customers?  So was it -- if I -- if I add up the bottom row --


MS. GUIRY:  There is some overlap, in the sense that I believe there were -- there was one organization that had two individuals complete one of the waves.

MS. BLANCHARD:  Okay.  But I am not talking about overlap between chart 1 and chart 2, which is number of participants and number of customers.  I am asking whether the same customer --


MS. GUIRY:  Yes --


MS. BLANCHARD:  -- provided feedback more than once.

MS. GUIRY:  We did have some participants participate -- customers participate in wave 2 as well as wave 3.

MS. BLANCHARD:  Okay.  And later, when we look at some of the results, I am going to ask you to help me understand how those charts and graphics that you prepared are accounting for that.  I will circle back to that.

So by my count -- and this is just my addition here -- is you had 26 local distribution companies, 25, I am going the call them end users, but you have got them in as large industrial and eight generators, and you can take that subject to check, and I appreciate that you will be refiling the chart, but does that sound --


MS. GUIRY:  Subject to check I think there were 21 unique LDCs across the three waves.

MS. BLANCHARD:  Okay.

MS. GUIRY:  Subject to check I think there was 19 industrial customers across the three waves, eight generators, and then the three other.

MS. BLANCHARD:  Okay.  And so if I take you to page 12 of your report, you're explaining how you are going to report the results of this consultation, and in the far right corner you say:

"Given that the sample sizes are relatively small it's not appropriate to report the results as percentages."

So what kind of sample size would you be looking at to be able to report something as percentages, in your opinion?

MS. GUIRY:  Well, it's difficult to say.  Every situation is slightly different, but generally speaking, we like there to be a minimum of 30 cases or 30 responses in order to provide percentages.  And I know that there were some situations where we met that threshold, but the other reason why we wouldn't provide percentages is in this context we were really looking at these responses qualitatively, because we were taking in aggregate what we heard from wave 3, putting it together with wave 2 and wave 1.

Across the three waves that's a qualitative analysis, not a quantitative exercise.

MR. GRIFFIN:  And if I can add to that, one of the reasons why we don't use the word "survey" a lot is because survey often implies sort of a one-direction feedback mechanism.  Because this was consultative in nature and because of the nature of the audience, there was an exchange of information between obviously us as facilitators but also Hydro One with their presentation, which really isn't conducive to that sort of survey approach, which then doesn't really lend itself well to numbers and statistics, for lack of a better term.  It truly was a qualitative exercise.

MS. BLANCHARD:  Okay.  But the purpose was to inform the rate application and the amount of capital investment that was being proposed?

MR. GRIFFIN:  The purpose was to identify the needs and preferences of transmission customers for the rate application.

MS. BLANCHARD:  Okay.  So just by way of comparison, I did take a look at your other customer survey that you are doing and that you have submitted, and I have an extract in my compendium, which is at page 13 of my compendium, but I can provide the reference in the evidence as well.  It's Exhibit B1, tab 1, schedule 3, at page 10 of 29.

So the chart's up on Table 1 now on the screen.  But is what I am looking at -- this is -- what I am looking at, my understanding, is this tells you how many of your customers participated in your customer satisfaction process or survey.

MR. HENDERSON:  That's correct.

MS. BLANCHARD:  So when you are doing that process, you are getting -- or at least in 2015, you had participation from 50 local distribution companies, and that was a response rate of 64 percent; is that correct?

MR. HENDERSON:  That's correct.  Just to provide some more information about this survey, it has been conducted annually for a large number of years.  To maximize participation in the survey we actually provide customers two opportunities.  They can choose to participate in what we call the spring wave or the fall wave of the survey.  They can only participate in one of those.  They can't do it twice.  But they can choose whether they want to participate in the spring wave or the fall wave, and we do that explicitly to maximize customer participation, given it has been a long-running survey, and obviously the historical trends that are available in that become a piece of very useful information.

MS. BLANCHARD:  Okay.  And so every year you would post this, I am assuming, and --


MR. HENDERSON:  That's correct.

MS. BLANCHARD:  -- and people would be advised that they have until -- when does the survey close for the fall session?

MR. HENDERSON:  The fall session closes in late October.

MS. BLANCHARD:  And the notice that they can participate in this would be published sometime in the winter?

MR. HENDERSON:  We -- so I will back up a step.  We e-mail people notification --


MS. BLANCHARD:  Right.

MR. HENDERSON:  -- with an individual personal identification number to do it online.  If they choose to not do it online in the spring wave, we follow up with a telephone -- outbound telephone survey to them in the fall.  We found that we get the best rate by simply using the telephone methodology, and then the results from both the spring wave and the fall wave are combined into one report.

MS. BLANCHARD:  Thank you.

All right.  So I now want to get a little bit more into the meat of the consultation.  Now, we heard yesterday -- not yesterday.  We heard last week from Mr. Penstone that this is the first time that Hydro One has used a reliability risk model to support a rates application or -- this is a new model; is that accurate?

MR. McLACHLAN:  Yes, that's correct.

MS. BLANCHARD:  Would you agree with me that reliability risk is the key concept underpinning the consultation?

MR. McLACHLAN:  Yes.

MS. BLANCHARD:  And specifically, how much reliability risk is acceptable and what the appropriate balance between mitigating reliability risk and increasing rates is.  Is that accurate?

MR. HENDERSON:  I'd add one more component to it, which was the discussion focussed on sustainment capital investment, and the correlation between sustainment capital investment through the use of different illustrative scenarios and different degrees of risk mitigation.

MS. BLANCHARD:  So were participants advised that this was a new model as part of the process?

MR. McLACHLAN:  Yes.  In the presentation that we gave all of our wave 1 and wave 2 attendees, we mentioned as we went through the presentation that the focus of the presentation was to really educate our customers on what we saw the state of the performance is today, regarding reliability performance and the underlying reliability risk, that we had put together a reliability risk model.

We spoke at a very high level about it, but what we spoke was in reference to the three outcomes that were very important in the culmination of the slides, mainly the impact to rates, the impact to outages, and the impact to the underlying reliability risk of our assets.

MS. BLANCHARD:  You will agree with me that nowhere in the presentation does it say that this is a new model that we are bringing to you today?

MR. McLACHLAN:  I believe you are correct, that it does not say those exact words about the model, correct.

MS. BLANCHARD:  So maybe we can just turn up the presentation.  This is the presentation that was actually provided during the consultation sessions.  And I will just take you to page 9, and that's what I believe is a little bit what you are describing, this summary of system performance; is that accurate?

MR. McLACHLAN:  Correct, this page is a summary page and then we talk in detail about many of the aspects here on the next half a dozen slide, correct.

MS. BLANCHARD:  And this is a presentation that Hydro One was providing directly -- or was it something that IPSOS was presenting?

MR. HENDERSON:  The presentation materials, this part of the presentation was performed by Hydro One staff, either Scott or myself.  And the questions to facilitate all of the -- and the facilitation of the sessions was carried out by IPSOS.

MS. BLANCHARD:  So I just -- I want to ask a few questions about this summary.  And so the first thing I want to ask you about is in the second grouping, and the heading reads "evidence suggests that underlying reliability risk is increasing".  And then the next line reads "equipment outages caused by failure or necessary repairs/replacements increased 300 percent from 2011 to 2015".

So does this mane that reliability risk is increasing by 300 percent in that period?

MR. McLACHLAN:  Let me first speak to what this bullet point is, and then I will answer that part of your question.

This bullet point here is referring to that the two types of outages that we have for our equipment, planned outages and unplanned outages combined together over the past five years has increased 300 percent fold.

That is further in the presentation, and I can point you to it if you would like.

The comment about does that mean that the underlying reliability risk is increasing by 300 percent, no.  This is a factor of what, in fact, impacts the reliability.  Every time we touch anything on a transmission network, you pose a risk to reliability.  That's a fact.

If it functions properly, the risk does not change.  Over time, as we have planned outages with a growing work program, we touch the network.  If we have forced equipment that fails and comes out of service, again it impacts the network.  The two of those together are showing that we have, over the past five years, a lot more hours, a lot more times when the equipment is out of service, either from a planned maintenance repair/replacement perspective or from an unplanned failure perspective.

But that does not equate to a one to one correlation for reliability risk going up 300 percent.

MS. BLANCHARD:  Okay.  So I am reading a heading that says reliability risk is increasing, but when I read the next paragraph, outages are increasing 300 percent, that doesn't mean -- that's not -- you are not telling me that reliability risk is increasing 300 percent.  You are just giving me a description of outages over the same period?

MR. McLACHLAN:  That's correct.

MS. BLANCHARD:  Okay.  And in the next paragraph, where you say that -- I can read the whole thing for context:
"Increased duration of placing customers normally served by a multi-circuit system on single supply increasing interruption risk by 400 percent..."
Does that mean that reliability risk is increasing 400 percent?

MR. McLACHLAN:  No.  Let me explain what this bullet point means.

What this bullet point is referring to is that there is a portion of our system, approximately 70 percent of our system, the delivery points are supplied from a multi-circuit system to supply points to every delivery point.  Under a normal circumstance, if we don't touch those supply circuits for any kind of a planned work perspective, that delivery point has two supply points supplying to that customer.

When we have experienced over the last five years taking one supply circuit or one element of that supply circuit, a terminal, a bus, whatever, to reducing the duplicity of supply down to a single supply, we have seen failures occur when the customers are on that single supply at a level that is much more -- higher than if it is on a two-line supply.

So the analogy is this: If you are on a two-line supply and you are there for 11 months out of the 12 months out of the year, and we don't do any work on that either of those circuits, you may have a couple of -- I won't say interruptions, but you will have a couple of outages to one of your supply circuits, an outage being a piece of equipment is out of service, however your power is still supplied to your delivery point.  There is a key point to make here about the terminology between outage and interruption.

So for 11 months of that year, you are on a duplicate supply.  You have a couple of -- you sustain a couple of outages to one of your supply circuits, but your power is still on.

Now one of those supply circuits is taken out for an extended period of time, a month to two months for replacement of a power transformer or a breaker on the other side.  You go from a two-supply circuit to a single-supply circuit, and what we have seen is during that, we’ll say one-month periods, there has been a greater chance to the degree of 400 percent that something will happen on the remaining supply that causes an interruption to your supply.

It can be something as small as a lightening strike. It can be an animal contact.  It can be the failure of equipment.  The point is that when you go from that two-line supply to a one-line supply, we have seen a marked increase in the amount of times that an interruption has occurred on that single-line supply.

MS. BLANCHARD:  Is there anywhere on this page or elsewhere where you are actually calculating an increase in reliability risk between 2011 and 2015 -- reliability risk?

MR. QUESNELLE:   Ms. Blanchard, when you say reliability risk, are you -- well, I am going to ask you what you mean.  Do you mean the actual reliability, the correlation between this situation, increase in this situation, and actual resulting reliability stats, or the connection with the risk?  Maybe...

MS. BLANCHARD:  Well, I am going to get to the question of performance --


MR. QUESNELLE:  Okay.

MS. BLANCHARD:  -- reliability in a minute --


MR. QUESNELLE:  Sure, okay.

MS. BLANCHARD:  -- but my question right now is, I am seeing here on this page what looks like some drastic numbers, if you will agree with me 400 percent increased interruption risk seems big.  Would you agree with that?

MR. McLACHLAN:  Yes.

MS. BLANCHARD:  But I am not seeing where that translates into, is there an increased reliability risk, and so I want to know whether that's in here somewhere?

MR. McLACHLAN:  So first just a clarification question.  Is your question in relation to this slide 9 whether there is anything particularly with this slide -- on this slide 9 that indicates that, or in the actual consultation presentation itself?

MS. BLANCHARD:  Well, I guess my question is, you have said reliability risk is increasing, and the specific question is, has the degree to which it has increased specifically as a percentage over that period, was that provided or is that in this presentation?

MR. McLACHLAN:  So what I would do is I would point you to a slide further in this presentation.  Slide 20.

MS. BLANCHARD:  Yes.  Okay.  But this isn't -- I am talking 2011 to 2015.  I don't mean to interrupt you, but I don't mean forecasting reliability risk, I mean back-casting reliability risk, doing with reliability risk what you have done here with the other numbers.

MR. McLACHLAN:  Are you asking was there anything in the presentation that showed what the increase in reliability risk was from 2011 to 2015?

MS. BLANCHARD:  Yes.

MR. McLACHLAN:  No, that was not part of the presentation.

MS. BLANCHARD:  Okay, and so then turning the page in the presentation, this is part of your -- the system performance.  You are then telling participants that overall transmission reliability has remained flat.

Would you agree with me that this is just one of three metrics for reliability that you are including in your proposed scorecard in this application?  And I have a copy of that, actually, in my compendium if that's of assistance, and that's at page 2 of my compendium.  And I can provide the evidence reference if that's helpful.  It's this rainbow scorecard we have been looking at.  It's Exhibit B2-1-1, attachment 1.  And so --


MR. McLACHLAN:  Yes, I have it in front of me.  I am wondering -- I guess the question I have in clarification first is, what is the question you are asking in particular?

MS. BLANCHARD:  Well, would you agree with me here that I have -- that there are -- you have got a number -- sorry, that's not the -- it's attachment 1.  So B2, tab 1, Schedule 1, attachment 1.  This one.  Yeah.

So in that scorecard, you do actually track system reliability over the period between 2011-2015, and recognizing that the first line doesn't show much of a change in the T-SAIFI-S reliability metric, would you agree with me that in the following two metrics, which are T-SAIFI-M and T-SAIDI, you are actually showing an improvement in reliability over the period between 2011 and 2015?

MR. McLACHLAN:  So first of all, I see the numbers that you are talking about, the three metrics that are on the proposed scorecard, SAIFI for momentary and sustained and SAIDI for the duration.

To your comment -- two comments, I guess, the first comment being about the frequency, SAIFI-S and -M.

MS. BLANCHARD:  Yes.

MR. McLACHLAN:  S and M are fairly flat, combined together they are also fairly flat, which would be your overall T-SAIFI or your frequency for the network --


MS. BLANCHARD:  Well, just a second, because we are all looking at this presentation, so I see T-SAIFI M and a little green triangle, which I understand to mean in your scorecard that the reliability is improving using that metric.  So is that accurate?

MR. McLACHLAN:  It is based on the fact that you see a .69, then a .48 and a .50.  It has improved over the previous years.

MS. BLANCHARD:  Right.  And with T-SAIDI, the following one, would you agree with me that this minutes of interruption per delivery point metric, it's also showing an improvement in reliability over the same period?

MR. McLACHLAN:  The most recent years, yes.  So the comment that I would like to make in regards to this is that when you take a look at reliability, it's very difficult to make a long-term judgment call on reliability when you look at a short-term time frame, one to two years.  Reliability has many different factors that goes into it, one of which is very volatile here in Ontario, which is the weather. For example, when you take a look at the scorecard there, consistent with our consultation deck for SAIDI, you see 127.9 minutes in 2011, and then you see some dramatic drops that go into 2014 and '15.  Half of that duration in 2011 is from one event.
And it can happen that fast, that that was a forest fire in northern Ontario, and we have had some very mild weather the last -- 2015 and '16, so taking a look at a SAIDI measure or a SAIFI measure from a short-term time perspective is not the best practice in looking at reliability.  You need to look over a longer-term time frame, and that's what we have here, is five years.

When you take a look at the five-year SAIDI and SAIFI, and to our chart in our customer consultation deck, you see that over a longer-term time frame is what is better to take a look for your reliability results.

MS. BLANCHARD:  Okay.  But you've given me five years in this scorecard, and it's showing an improvement; agreed?

MR. McLACHLAN:  Agreed, in recent years, yes.

MS. BLANCHARD:  Well, so in your presentation to stakeholders you're using a five-year period as well to tell us that overall transmission reliability has remained flat.

So is five years the relevant period or not?

MR. McLACHLAN:  Five years is -- sorry.  We felt that the five-year time frame was the appropriate time frame for our customer consultations.

MS. BLANCHARD:  Okay.  And so you'll agree with me that, using two other metrics that Hydro One is proposing in its own scorecard, transmission reliability has improved?

MR. McLACHLAN:  I would say it has moderately improved the last couple years, yes.

MS. BLANCHARD:  And that wasn't information you provided to participants in this consultation?

MR. McLACHLAN:  I am sorry, I am not sure what you are saying.

MS. BLANCHARD:  You didn't provide these -- you didn't provide this information here, that reliability using the T-SAIFI-M has improved over the last five years, or that reliability using the T-SAIDI have improved over the last five years.  It's just one slide.

MR. McLACHLAN:  Correct.

MS. BLANCHARD:  It's the slide at tab 10.

MR. McLACHLAN:  Correct.  The tab --


MS. BLANCHARD:  Page 10.

MR. McLACHLAN:  -- 10 slide, if you can call it up -- or, I am sorry, the page 10 slide, if you can call it up, from the customer consultation deck.

So this is the slide I assume that you are referring to back to, Ms. Blanchard?

MS. BLANCHARD:  It is, yes.

MR. McLACHLAN:  So in this slide, this is those three measures in two measures.  The SAIFI that you are looking at here on the right-hand side is the T-SAIFI sustained and momentary together.

MS. BLANCHARD:  Okay.  So I am still struggling to understand how this correlates to your scorecard.  So in your scorecard, you have these three separate metrics; in one of them it stays flat, in two more it improves.

And so are you telling me that instead of breaking it up like you are proposing to do in your scorecard, you just blended them all together and that resulted in this page?

MR. McLACHLAN:  I wouldn't say that we blended them all together.

MS. BLANCHARD:  Okay.

MR. McLACHLAN:  So the T-SAIDI metric is what you see on the left side of slide number 10.

MS. BLANCHARD:  Okay.  Except that on your scorecard, that's improving over those years.

MR. McLACHLAN:  So what you see on the slide 10 here on the left, the duration of interruption SAIDI, that is that proposed scorecard metric T-SAIDI average minutes of interruption per delivery point.  That chart on the left is the metric that is on the proposed scorecard.

MS. BLANCHARD:  So why are you improving on your scorecard and on your presentation, you are remaining flat?

MR. McLACHLAN:  Because over that --e way that we explained it to our customers was we presented this view of the historic SAIDI and SAIFI at a network level.

So I will first speak to the SAIDI on the left-hand side.  It was that when you took a look over a longer time frame, what you saw was reliability was neither dramatically increasing or decreasing, that it that was remaining fairly flat at a network level.

MS. BLANCHARD:  When you say longer period, do you mean five years -- no, I see, all right.  You have gone back ten years.

So on the scorecard you present five years; five years is what makes sense for a scorecard.  But when you are telling people in a consultation what the status of the system is, you go to ten years instead of five?

MR. McLACHLAN:  We showed them the ten-year history.  That was a decision that was made by our management was to show a ten-year history.

MS. BLANCHARD:  Okay.

MR. McLACHLAN:  But what we spoke to in the presentation is these charts here, and zeroing on the last five years as far as what we have seen happen with our assets and the underlying risk on summary slide that we looked at a moment ago.

On the left, that SAIDI graph is the scorecard measure that is on the proposed scorecard.  The five years that you see on the scorecard are the same five years that you see there on the SAIDI chart on the left, 2011 to '15.

MS. BLANCHARD:  Oh, okay.  So if you had just cut it at five years, you would have actually called the slide transmission reliability has improved?

MR. McLACHLAN:  If we just cut it at five years, in other words 2011 to '15?

MS. BLANCHARD:  Yes.

MR. McLACHLAN:  We would have said if you take narrow look at reliability performance in 2014 and '15, you would have seen an improvement.  Over a five-year period, it is a slight improvement, but it's not a dramatic improvement.

MS. BLANCHARD:  But it would be an improvement, if you looked at the five years?

MR. McLACHLAN:  It would be an improvement, correct. The bar chart that is on the right of this slide is the overall network frequency.  If you take a look at the proposed scorecard, the T-SAIDI-S which is sustained, and the T-SAIDI-M which is momentary, combine together to produce this graph that is on slide 10 of the consultation deck.

If there is a question as to why we didn't choose to break that out, part of the discussion that we had was that in talking with our customers, to be quite honest, this term of T-SAIDI momentary has come into play recently.  I have not seen it five years ago or ten years ago in this company.  It a good metric, but discussions have always occurred with customers around their frequency and their duration performance.  And that was the thinking behind this, it was to take out a picture of the transmission network at a duration and at a frequency perspective, and then be able to discuss below that the performance for the two subsystems, the multi-system and the single-circuit system.

MR. THOMPSON:  Can I just ask what is the axis there?  Average per delivery point -- like, the numbers don't line up with the numbers in the scorecard.  Is it a different measure in the graph compared to the scorecard?

MR. McLACHLAN:  Yes, actually that's -- I have never noticed that until just now.  I guess I have spoken to this so many times, I overlooked that.

But on the graph on the left-hand side, that is the average minutes of interruption per delivery point per year.

MR. THOMPSON:  Okay.  And so what's the number in the scorecard?  The .60 for example, in each of the measures in 2011.

MR. McLACHLAN:  Yes, in the scorecard, again for SAIDI it is the average minutes of interruption per delivery point.  So that's -- it's consistent.  It is just not labelled on the axis.  It says average per delivery point in the consultation deck; it should say average minutes.

I think the thought was at the top, we had the header that said duration of interruptions.  So between the axis and the header of that, we had explained it.

MR. THOMPSON:  Why are the numbers different?  Why isn't something close to 60 or .60 in the chart rather than it looks like 170 or something, 1.70?

MR. McLACHLAN:  No, you are looking at the wrong line, sir.  The graph on this -- what's on the screen here, on the left, that is the duration of interruptions which is the proposed scorecard measure that is T-SAIDI.

MR. THOMPSON:  Sorry, I was looking at the chart on the right.

MR. McLACHLAN:  The chart on the right is --


MR. THOMPSON:  Trying to line it up with --


MR. McLACHLAN:  Right, the chart on the right is basically the combining the T-SAIDI-M and -- sorry, T-SAIFI-M and T-SAIFI-S.

MR. THOMPSON:  So taking 2011 as an example, in the scorecard at 0.60 and 0.60 --


MR. McLACHLAN:  Correct.

MR. THOMPSON:   -- which, if I combine them, it would be 1.20.

MR. McLACHLAN:  Correct.

MR. THOMPSON:  It looks like it’s a lot more than -- sorry I was looking at 2006, I am sorry.  Okay, I got you now, thanks.

MR. McLACHLAN:  Okay.

MR. QUESNELLE:   Is this a good spot to stop?  I don't want the lose the enthusiasm for these charts, so if we have got any more to go over on these charts –-

Okay.  Let's resume again tomorrow morning at 9:30 with this panel.  Thank you, and have a good evening.
--- Whereupon the hearing adjourned at 4:36 p.m.
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