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Tuesday, November 29, 2016
--- On commencing at 9:37 a.m.

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


Any preliminary matters, good morning, Mr. Nettleton?

MR. NETTLETON:  Good morning, Mr. Chairman and Panel, yes, I do have two preliminary matters.  There's -- sorry, I have three preliminary matters.  Let me deal with the first.

This morning, Mr. Chairman, we filed a letter on the RESS system regarding the reference to page 164, lines 19 to 21 of the transcript.  And this concerned the offer that Ms. Guiry made to update and correct her table in her report.  And I'd like to have Ms. Guiry then explain the changes that have been made.

I have distributed copies of the letter this morning, and I do have copies for you here if you'd like.

MR. QUESNELLE:  Thank you.

MR. NETTLETON:  I can give those to you now.

MS. LEA:  Thank you.  So shall we give that an exhibit number?  That would be K4.1, please.  That is a letter dated November 29th, 2016.
EXHIBIT NO. K4.1:  LETTER DATED 29 NOVEMBER 2016.

MR. QUESNELLE:  Thank you.

Would you like to deal with that first, Mr. Nettleton, or go through your other matters?

MR. NETTLETON:  If I could -- yeah, why don't we deal with that first, and then we can go through the other matters.

MR. QUESNELLE:  Okay.
IPSOS PANEL and CUSTOMER PANEL, resumed

Ms. Guiry,

Mr. Griffin,

Mr. Henderson,

Mr. McLachlan, Previously Affirmed


MR. NETTLETON:  Ms. Guiry, could you please provide the Board with some understanding of the correction found in this exhibit?

MS. GUIRY:  Yes.  I would be happy to do that.

Yesterday I was engaged in a discussion with Ms. Blanchard about the table entitled "Total number of customer organizations represented" on page 11 of the IPSOS report.  Over the course of the evening we investigated the typographical errors and want to clarify the following corrections.

In wave 1 column, in the "other" row, that "2" should be a "0".

MR. NETTLETON:  Sorry, Ms. Guiry, just to help the Board, are you referring to the correction, because -- or are you referring to the report?

MS. GUIRY:  I am referring to what it was shown originally and what the correction is.

MR. NETTLETON:  So I believe, Mr. Chairman, we are on Exhibit B2-2-2, attachment 1.

MR. QUESNELLE:  Why don't we put that up on the monitor, and then we will have hard copy in hand and yesterday's version on the monitor.  Okay.  All right.

MR. NETTLETON:  Yes.

MS. GUIRY:  Okay.

MR. NETTLETON:  And Ms. Guiry, if we could just identify the table that you are speaking to as well, because I think that would be helpful.

MS. GUIRY:  It's the table entitled "Total number of customer organizations represented".

MR. NETTLETON:  And if we can just wait now until we have the exhibit on this monitor.  Page 11.

MR. QUESNELLE:  Great.

MR. NETTLETON:  Please proceed, Ms. Guiry.

MS. GUIRY:  So in the table entitled "Total number of customer organizations represented", in the wave 1 column, in the "other" row, it was previously listed as a "2".  It should be corrected to a "0".

In the column entitled "wave 2 Toronto", in the "other" row, it was previously listed as a "0", and it should be corrected to a "1".

In the "wave 2" column, the "total" column, in the "other" row, it was previously showing a "0", and it should be corrected to a "1".

In the "wave 3" column, in the "other" row, previously shown as a "6", should be corrected to a "2".

The "total" row for this table remains as it was.  It hasn't been changed.

MR. QUESNELLE:  Can I note two other changes that I am seeing under wave 3?

MS. GUIRY:  Yes, thank you, I was just about to get to that, yup.

MR. QUESNELLE:  Sorry.  Okay.  I didn't mean to pre-empt you there, sorry.

MS. GUIRY:  So in reviewing the other typographical errors for the other row, we decided to review the entire table, and we discovered that in wave 3, in the row "LDC", the "9" listed should be "8", and in the same column wave 3, in the "generator" row, the "6" should actually be corrected to a "7".

Having gone through this exercise, we opted to actually review another table, the table above on this page, entitled "Total number of participants", and I'd like to make a correction here -- two corrections as well.

In wave 3, in the row "LDC", it was listed as "10".  The correct number is "9", and in the same column wave 3, row "Large industrial business", previously listed as a "10", should be corrected to "11".

Again, in this table, "total number of participants", the "total" row is unchanged.  It remains as it was.

The other thing I would like to share, in the process of reviewing both tables we also undertook to review the appendix, the list of participants, and we observed that in Appendix 3 -- sorry, wave 3 appendix, there is one individual name missing from the participant list.  I would be happy to provide an updated participant list for wave 3 should you require it.

MR. QUESNELLE:  Why don't we take that as an undertaking just to make the record full, Mr. Nettleton.

MR. NETTLETON:  I don't think anything turns on it, but --


MR. QUESNELLE:   No.

MR. NETTLETON:  -- and I think that the charts, Mr. Chairman, are really reflective of the data, and the raw data is the -- are the participant lists.

MR. QUESNELLE:  Certainly.

MR. NETTLETON:  And there has obviously been some mischaracterizations or --


MR. QUESNELLE:  Yeah.  But there is no sense leaving an unknown mistake on the record.

MR. NETTLETON:  Yeah, that's fine.

MS. LEA:  All right.  So an undertaking then.  Could you describe the undertaking, Mr. Nettleton?

MR. NETTLETON:  If you give me one moment, I will give you this precise page of the document.

MS. LEA:  That would be great, thank you.

MR. QUESNELLE:  Thank you, Ms. Guiry.

MR. NETTLETON:  Mr. Chairman, can I just speak with Ms. Guiry about the page number of the chart, because I would like to make that the undertaking reference?

MR. QUESNELLE:  Yup.

MR. NETTLETON:  So Ms. Lea, the undertaking would be to update page 40 of Exhibit B1-2-2, attachment 1, which is an appendix to the IPSOS report.

MS. LEA:  Thank you, that will be J4.1, please.
UNDERTAKING NO. J4.1:  TO UPDATE PAGE 40 OF EXHIBIT B1-2-2, ATTACHMENT 1, WHICH IS AN APPENDIX TO THE IPSOS REPORT.

MR. NETTLETON:  Mr. Chairman, the other preliminary matter concerns transcript corrections which Mr. McLachlan would like to address, and Mr. McLachlan, could you please advise the Board of any transcript corrections you may have.

MR. McLACHLAN:  Yes.  Referred to the transcript from yesterday, the page number at the top is page 188, the line on that page is line 27 and line 28.  There is a reference to T-SAIDI-S.  That should be SAIFI, the "D" replaced with an "F".  That's on line 27.  And on line 28, there is a reference to T-SAIDI-M.  That should also be T-SAIFI-M.  That's on page 188.

And then there is one further correction on page 189, line 6.  Again it says T-SAIDI momentary; it should be T-SAIFI In each case of those it says SAIDI, it should be SAIFI, F.  Thank you.

MR. NETTLETON:  Thank you, Mr. Chairman. And then the final preliminary matter is relating to a timing concern that we just want to let everyone know.

Mr. Griffin has a scheduling issue as of 12:30 today, and so we are really hoping that questions that my friends may have for Mr. Griffin could be addressed in that time period.

Now, if Mr. Griffin has to depart, what I am going to ask is that he be excused while he takes his leave.  Ms. Guiry will still continue on, and can address additional questions that may arise with respect to the IPSOS report.

MR. QUESNELLE:   Okay, thank you.  I take it if anything comes up that is specific to your knowledge, Mr. Griffin, then we can take it be I way of undertaking?

MR. NETTLETON:  I think that makes sense, sir.

MR. QUESNELLE:   Okay, thank you.

MS. LEA:  I have one preliminary matter, Mr. Chairman, and I thank Hydro One for this very much.

There were some answers filed to Board Staff questions.  They were called pre-hearing undertakings, and I don't think those have been given an exhibit number. They are on the record, and I am not sure whether you have received any hard copies that you wish of these.

Mr. Nettleton, when were those filed?  I think it was Friday or on the weekend.

MR. NETTLETON:  It's all a blur, Ms. Lea.

MS. LEA:  You think it's blur for you, sir; I just arrived.

MR. NETTLETON:  Okay, you got me there.

MS. LEA:  Okay.

MR. NETTLETON:  I believe it was November 25th.

MS. LEA:  Okay, that's fine, thank you.  We will provide any hard copies that are needed and we will, at this time, give it an exhibit number, please; K4.2, and the title is pre-hearing undertakings from questions from Board Staff.  Thank you, you, sir.
EXHIBIT NO. K4.2:  PRE-HEARING UNDERTAKINGS FROM QUESTIONS FROM BOARD STAFF


MR. QUESNELLE:   Thank you, Ms. Lea.  Did you have anything else, Mr. Nettleton?

MR. NETTLETON:  Those are my matters, sir.

MR. QUESNELLE:   Thank you.  Ms. Blanchard?
Continued Cross-Examination by Ms. Blanchard:


MS. BLANCHARD:  Thank you, good morning, panel. I am just going to start by circling back to one exchange that we had yesterday, and that related to page 9 of the presentation materials.

We were discussing equipment outages and the 300 percent increase statistic that was provided during the summary of system performance during the customer consultations.  And when we were discussing that, you advised us that that 300 percent includes both planned outages and unplanned outages; is that correct?

MR. McLACHLAN:  Good morning, Ms. Blanchard.  Yes, that's correct.

MS. BLANCHARD:  And so would you agree with me that planned outages increased substantially in 2014 and 2015?

MR. McLACHLAN:  Yes, that's correct, and it's indicated on slide 15.

MS. BLANCHARD:  Slide 15; my understanding is that deals with outage hours, so it's not the number of outages.

MR. McLACHLAN:  That's correct.

MS. BLANCHARD:  So you don't have a number of outages -- you don't have a similar chart that shows -- that correlates to this 300 percent.  The 300 percent relates to number of outages, not outage duration.  Is that correct?

MR. McLACHLAN:  The 300 percent referred to on slide 9, if you take a look on slide 9 at the bottom, the footnote --


MS. BLANCHARD:  Yes.

MR. McLACHLAN:  -- footnote 3, I will just -- you can read it there.  It refers to both outages that are of a planned, or maintenance, or corrective manner, and also for repair and failure.

That 300 percent is what you see on slide 15, the two bar charts represented there -- if we can just get that slide, please?

Yes, this slide here, the two combined, the unplanned outage hours due to equipment failure and the planned outage hours due to replacements, is what we are referring to when we talk about a 300 percent increase in outages.

MS. BLANCHARD:  So is it a duration measure, or is it an events measure?

MR. McLACHLAN:  It's a duration measure.

MS. BLANCHARD:  So the 300 percent is a duration.  It's not a number of outages?

MR. McLACHLAN:  No, that's correct.

MS. BLANCHARD:  Okay.  So going back to page 9, when you say equipment outages, you are talking about how many
-- that's about hours?

MR. McLACHLAN:  That's correct.

MS. BLANCHARD:  Okay.  And there is a substantial increase in planned outage hours in 2014 and 2015.

MR. McLACHLAN:  Correct.

MS. BLANCHARD:  And that would relate to increased sustaining investment largely; would you agree with that?

MR. McLACHLAN:  Yes, I will just respond -- if we can just get that slide 15 on the screen again, please?

Slide 15 here, the bar chart on the right-hand side, the number 2 chart as is indicated at the top, it indicates a dramatic increase in 2013 -- starting in 2013 and then progressing in '14 and '15.

The years that this chart refers to, 2012 and prior to that, the majority of the transmission capital plan dealt with development.  We had major projects that were capital development projects for transmission circuits, for reinforcement across Toronto with the Parkway transformer station. And then, around the end of 2012, early 2013, was when the stack of transmission capital became more transmission sustainment capital.

The major impact that has onto the transmission network is that when you have development, traditionally development is going to be a large project like a circuit or add of a new transmission station.  It may be large cost.

It may add significant value to the system and a number of assets to the system, but the requirement for outages on the network for that new element are very -- I will say they are in a magnitude that's much smaller.  You need the outages at the end to connect the new assets versus in a sustainment capital world, almost all of this is a challenge because of not having space within a station to build a, if you will, a brown field station while the existing assets are in service.

So there is a lot of requirements where you have to do staging.  You to have part of that station out of service to be able to install the replaced asset.  That's what you see here in this slide on slide 15 in the planned outages, is that when you are changing existing assets, they have a much greater impact for planned outage needs on the system.

MS. BLANCHARD:  Right.  So there the is a substantial increase in planned outages in those three years, 2013 to 2015, and that is because you doing a lot more sustaining investment?

MR. McLACHLAN:  Correct.

MS. BLANCHARD:  Okay.  And so would you agree with me that, for example, if I am looking at 2014, it's a lot more planned outages relating to sustaining investment, the numbers 356, relative to 194 unplanned?

MR. McLACHLAN:  That's correct.  That's what the slide shows, yes.

MS. BLANCHARD:  So you are showing -- you are showing planned outages as something that tells me that reliability risk is increasing.  Is that accurate?

MR. McLACHLAN:  It is an aspect of the overall reliability risk profile for the network.  Any time that we touch part of the transmission network, and in this case a lot of these investments are station investments where we are rebuilding perhaps the whole station, certainly a large portion of the station.

And again, if we cannot build it off to the side within the real estate footprint of the station, then we have got to coordinate with our customers to take out half of the station, a bus, a transformer, the secondary supply breaker, and that.  Whenever we take in our stations -- a typical station that we have will have two transformers supplying two low-voltage buses, and if we're going to replace that switch yard and we have to do it in a manner that we cannot do it off to the side and then just build it and connect it at the end, we're going to have to reduce the redundancy of supply down to a single supply, removal of one bus, removal of one transformer, and that then puts what that customer supply would have been, which is a duplicative supply, into a single supply state.

MS. BLANCHARD:  Okay.  So I understand that.  I understand, though, that you are making the sustaining investment in order to address or diminish reliability risk.

So am I right in saying you might -- it's a sort of a short-term pain, long-term gain kind of scenario where, yes, you are going to have potentially in the short-term more outages or more hours of outages, but the purpose of those outages is to reduce risk?

MR. McLACHLAN:  Yes, I would say that's a fair assessment.

MS. BLANCHARD:  Okay.  But you are still including planned outage hours in your explanation of why reliability risk is increasing 300 per cent.

MR. McLACHLAN:  So if I can refer you back to slide 9.

MS. BLANCHARD:  Yeah.

MR. McLACHLAN:  Right, so on slide 9, going back to that second paragraph, the 300 per cent statement, what we have indicated here is that the underlying reliability risk is increasing.  We have not said that the 300 per cent increase due to outages is a 300 per cent increase in reliability risk.

MS. BLANCHARD:  But aren't you saying that that's some of the evidence?

MR. McLACHLAN:  What we are saying is that that is part of the factors that go into the underlying reliability risk is increasing.  As we have aging assets and we have investments to replace them, and now that it's in the sustainment world versus the development world, we have to -- to quote what you had just said, is the short-term pain for long-term gain, we have to go into that mode where we do put assets at risk because of the loss of redundancy to be able to replace them.

Anytime that we are going to switch those assets or, as I say, touching the network, we pose a risk to the reliability, because something can fail.  We hope that it functions properly all the time, but anytime that you are going to switch it or in this case remove it from service so that we can replace it with a new asset, that time frame when we are in that vulnerable mode, the loss of redundancy is there for our customers.

MS. BLANCHARD:  Okay, well, I think I may move on at this point.

MR. QUESNELLE:  Ms. Blanchard, can I just interject at one point?  Something that you just mentioned, Mr. McLachlan.  You spoke about in periods where you have development costs, and you referred to the earlier period prior to 2013 as being high in development, and then you talked about the sustainment years.

Are they mutually exclusive?  Is there a resources issue as to why you would be doing one or the other, or is it just happenstance that that's what's gone on over the last six or seven years, or is it by function of the resource deployment that you are concentrating on development, you can't have sustainment happen at the same time?  Or can they happen concurrently?

MR. McLACHLAN:  I am not sure that I am in the best position to answer that.  The planning panel probably is in the best position to answer that.

MR. QUESNELLE:  That's fine, that's great, thank you.

MS. BLANCHARD:  So I am now going to turn to page 12 of the report, and I think these questions will be either for Mr. Griffin or Ms. Guiry.

Just as a starting point, at the bottom of page 12 you indicate that there is terminology, there is a difference between interruptions and outages.  And then in that portion of the report you indicate that some participants use these terms interchangeably.  And then you -- so who was in charge of translating what participants actually meant?  So if a participant said, "I am concerned about outages," was it IPSOS, did you ask them a question?

MR. GRIFFIN:  In all cases the verbatim comments stayed the same.  We conferred with Hydro One to understand when one was actually an outage and one was an interruption.

MS. BLANCHARD:  So is that reflected here?  For example, you have got some questions, close-ended questions, right, where you are -- so, for example, on page 22 you have got "number of unplanned interruptions".

So someone has reported that.  How do you know whether they understood -- whether they really meant interruptions or whether they really meant outages?

MR. NETTLETON:  Sorry, Ms. Blanchard, are you referring the witnesses to page 22 now?

MS. BLANCHARD:  Of the report.  Yeah, I think they've got it, yeah.

MR. NETTLETON:  Sorry, we are just following through.

MR. GRIFFIN:  Much like the verbatim comments, we reflect the data as it was provided to us by participants.

MS. BLANCHARD:  Okay.

MR. GRIFFIN:  But as the data was coming in in more of a discussion-based format during the session, we did provide clarity and clear that up among the group, but we are obligated to present the data as provided, so...

MS. BLANCHARD:  Okay.  So have you got footnotes or something in the document that says, "We think this person actually meant interruption," or something like that?

MR. GRIFFIN:  We do not.  And part of the reason why there are no numbers associated with these bar charts is because -- and we will come back to this point a lot -- is the data is qualitative in nature, and it was an exchange of information, a two-way dialogue, so while we are trying to show orders of magnitude of people's commentary.  The essential report is a giant footnote, for lack of a better term.

MS. BLANCHARD:  Okay.  Then I would like to take you to page 23.  It's the next page.  And in this report, in this page, you're reporting both some responses to what you have described as close-ended questions, which I take it are yes-no questions or scale questions; would you agree with that?

MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  Okay.  And so this pie chart in the upper right corner and then the bar chart along the bottom would be how you're reporting close-ended questions?

MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  Okay, so one of the close-ended questions is:  How concerned are you about system reliability risk?  And I am looking at this chart at the bottom.  Some people have answered somewhat concern, some people are neutral.  And then there is a note that says that this bar chart only reflects responses that were provided in waves 2 and 3; is that accurate?

MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  So why was wave 1 excluded from the quantified response here?

MR. GRIFFIN:  Because wave 1 were the one-on-one interviews conducted by Hydro One, and I think they could speak to the exact format, but it was slightly different in its nature, and we couldn't include that data in bar chart form because of the nature of the questioning and the nature of the interaction was slightly different.  But I am not sure if Graham can comment more on that.

MS. BLANCHARD:  I guess I am assuming that the question "how concerned are you about system reliability risk" was asked in wave 1.

MR. HENDERSON:  In wave 1, we covered exactly the same presentation, and we went through customers' concerns and elicited their feedback with respect to all the content of the presentation.  We did not try to structure it with exactly the same questions, because we felt it would break up the flow of the discussion with customers in a one-on-one setting, so we would ask them very similar topics.  We did not use the exact same wording of questions in wave 1.  It just didn't seem to fit in a discussion format.

MS. BLANCHARD:  Okay.  So am I correct in saying then that throughout this report, whenever I see a pie chart or a graph or a bar chart, that always excludes any input that was provided during the in-depth sessions in wave 1?

MR. GRIFFIN:  Subject to check, yes, that's correct.

MS. BLANCHARD:  Okay.  So then still on this page, you have given -- whenever you do one of these tabulations, you indicate how many participants responded to the question.

So I guess as a starting point, when you say participants, I assume you don't mean customers, you mean people?  Is that correct?

MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  So if I am looking at this number of people who were -- who answered the question concern about reliability risk and you've got 40, that doesn't mean 40 customers, that means --


MR. GRIFFIN:  That's correct.

MS. BLANCHARD:  And so if there were three participants from one organization, did you weight those answers somehow so that, for example, if one organization was skewing one way, you would combine those answers into one?

MR. GRIFFIN:  We did not.  In fact, we had instances where multiple people from one organization chose or preferred to answer one question in this -- a close-ended question, and then we would have another organization that had two or three members who preferred each individual answer the question.

So, as such, we felt it was prudent to report on individuals versus customer.  But again, I think coming back to the point, it's also the reason why we didn't provide numbers and statistics because of some of those variables, and treated it more as orders of magnitude.

MS. BLANCHARD:  In your -- at the beginning of the report, when you are talking about what important considerations you took into account, you indicate that it's important to confirm that people answering the questions are decision makers.

So when you, for example, collected the online survey data, how did you verify that you were dealing with decision makers in that process?

MR. HENDERSON:  The invitations to participate went to the people that we would typically deal with in the organization that are at a higher level; so therefore, the decision makers in the organization.

Obviously, we had no control of whether or not they delegated participation in the consultation to someone else in the group.  We had to make the assumption that if they had delegated that participation, they were very clear that they were allowing whoever they delegated it to to speak on behalf of the organization.  So we used that assumption --


MS. BLANCHARD:  Okay.

MR. HENDERSON:  -- because we were clear that we were looking for somebody who would represent the organization.

MR. GRIFFIN:  And what I can add to that is when the very specific email addresses were provided to us by Hydro One, that's where we sent the invitation specifically.  It wasn't to a general mailbox; it was specifically to that email address.

MS. BLANCHARD:  And did the survey record the title of the person who was responding, or anything like that?

MS. GUIRY:  Just to correct, it's not a survey.

MS. BLANCHARD:  I apologize.

MS. GUIRY:  But the answer is yes.

MS. BLANCHARD:  Okay.  So then I am still on page 23, and I am looking at this chart at the top.  So you will agree with me that some participants were confused, or didn't understand the difference between reliability performance and reliability risk; is that correct?

MR. GRIFFIN:  Qualitatively, a relatively small group of people.  But yes, some did not.

MS. BLANCHARD:  And when I go into the actual comments -- you've described the report as a giant footnote, but I take it that if I go into the report and read the recorded comments, those are -- for example, if I want to understand what the people in the in-depth consultation thought about these things, I need to extract that from these comments that are throughout the report?

MS. GUIRY:  Yes, I think the -- I think you are referring to the latter half of the report, where we go into some of the more detailed findings.  Those would reflect not only participants in wave 2 and 3, but also wave 1.

But also in the executive summary, in pulling that summary together, we didn't exclude the feedback that we gathered through wave 1.  So that executive summary encapsulates waves 1, 2 and 3.

MS. BLANCHARD:  Okay.  I am on page 26 now, where you are starting to talk about investments and how that might address reliability risk, and I will get to the scenarios in a moment.

But at the bottom of the first column, I am seeing a comment here about large industrial customers, particularly those in the north, were most likely to feel that unchanged risk is unacceptable.  Do you see that?

And then they go on to say the critical issue is they want to see an improvement in the reliability and quality of their service, and for their specific situations, the question was whether the expected rate increase in cost is commensurate with the level of savings they will realize from reduced interruptions.

So I guess the question I have about that comment is: Would you agree with me that that comment suggests some lack of clarity about the distinction between reliability risk and reliability performance?

MS. GUIRY:  I don't know if you use the word confusion, but I don't think that comment suggests that.  I think there were participants who verbally offered spontaneously that their preference would be to see an improvement in reliability performance.  But they also noted that they would be in favour of a rate increase for reduced or maintained reliability risk.

MS. BLANCHARD:  So was there an explicit discussion with the group from the north, for example, about the fact that reducing reliability risk system-wide may have a limited impact on their reliability performance?

MR. McLACHLAN:  Can I just get you to state that question one more time, please?

MS. BLANCHARD:  Okay.  Well, for example, on Friday we were speaking with Mr. Penstone, and he was talking to us a little bit about the reliability metrics, and he was pointing us to the presentation and noting that 58 percent of interruptions north of Barrie relate to weather.

And so, even though you may have system-wide improvement in reliability risk, you may not really see a material change north of Barrie because more than half of those interruptions are not predicated on equipment failures.

So I guess I am seeing a northern customer who says on one hand, they think unchanged risk is unacceptable, but then they say the critical issue is they want to see an improvement in reliability performance.  And so I guess I took that to be a customer who was in wave 1 who might be confused about the difference between investing to improve system-wide reliability risk and an investment that might actually improve reliability performance for them.  Would you agree with that?

MR. McLACHLAN:  So I understand what you just said.   I am just still trying to -- what is the question that's there?

MS. BLANCHARD:  Well, I am asking whether you agree that -- that some of these people might have been confused about what they were actually being asked to support in terms of increased investment.

MR. McLACHLAN:  So just to clarify, my understanding of what your question is, is that in our wave 1 and in our discussion with our customers in the northern locations that we held, was there some confusion around an understanding of reliability risk versus reliability performance; is that correct?

MS. BLANCHARD:  Yes, let's start there.

MR. McLACHLAN:  Okay, I can't say exactly what -- the results that you see in the IPSOS report where it talks about a small percentage of the respondents were not clear on what reliability risk versus reliability performance, I can't say whether that is an online participant in wave 3 versus wave 2, but in the conversations that Graham and I had with our customers, especially in wave 1 -- wave 2 was a group setting,\; wave 1 was a more intimate setting for us to be able to spend more time with a few customers -- I would say that there was few questions asked as we went through the presentation and explained reliability risk versus performance.


But in every case, we actually took a moment at the end of the reliability slides prior to going to the investment, the illustrative scenarios, to confirm with the attendees whether or not they understood the difference between reliability risk and reliability performance, and in each case we got a confirmation, yes, they understood it.

DR. ELSAYED:  Can I ask a question maybe that might help?  Can you go up to the previous page that Ms. Blanchard was referring to, one that had a -- no, further up, I guess.  Yeah, here.

If I look at the very -- the comment in the blue box at the very bottom, this is a comment from somebody, I guess, says:

"You're asking about risk, not performance.  For me, as an end user, risk is your problem.  My problem is performance.  At the end of the day, do I have it or not?  I am worried about how many outage hours I have, not how many I potentially have."

So does that not indicate that there is a bit of a confusion about the understanding of the two concepts?

MR. HENDERSON:  I would say in reference to that particular comment, the person understood the difference between reliability performance and reliability risk.  They were trying to be clear on what they felt was their priority versus what they are saying should be Hydro One's priority to address.

DR. ELSAYED:  But by saying one is your problem and one is their problem, do they not fail to see the link between the two?

MR. HENDERSON:  They wanted to make it clear, I believe, in this discussion about, Hydro One is the party accountable to address the risk.  They as a customer are the party that ends up with whatever the performance actually is.  I believe that was their point in that discussion.

DR. ELSAYED:  Okay, thank you.

MR. HENDERSON:  The other thing I wanted to sort of add on to what Scott said is the group of customers, transmission customers, are in what I would refer to as a relatively sophisticated customer base.  In our discussions, whether it was in wave 1 or wave 2, it was very rare that people did not seem to grasp the difference between reliability risk and performance.  We had more than one customer, as we talked about reliability risk -- I can think of a couple in particular -- that basically said, yeah, we are in exactly the same business as what you are talking about, we are in a manufacturing or petrochemical business, we have to manage risk in terms of equipment performance, because we are trying to get the most out of our equipment but replace it before it fails.


So there was more than one instance where they very much referred to that.  And, you know, that sort of does link in with, we do interact with these customers on an everyday basis at various levels both within Hydro One and within the customers' organization, so there is a frequent discussion about various aspects of performance and risk.

MS. BLANCHARD:  Okay, well, I think I am going to now ask you a few questions about the scenarios.  And I want to start on page 26.  So as a starting point, would you agree with me that the customers, when they were considering the scenarios, were influenced by what they had heard about system performance, specifically in terms of the number of unplanned outages and interruptions?

MR. HENDERSON:  I will let Scott speak to the details of the scenarios, but in terms of being influenced, though, our objective in the first part of the presentation was to provide as much as factual information as we could to customers about what we see with regard to system performance and system reliability risk.  These are system-wide views or perspectives which customers would not normally have, because obviously they are interested in the performance of their own delivery points.

So the first part of the presentation was all about, here is why we want to talk to you, here is the information on a system-wide basis in terms of what we see going on, and then we can move on to the various scenarios.

So were they influenced by it?  I can't speak on the customers' behalf, but the intent was, give them all the relevant factual information within the time frame that we had.

MS. BLANCHARD:  Okay.  Well, maybe I will put it to IPSOS.  You've put this in your report, and I am assuming that's partly because that's what you heard when you were facilitating, and you say:

"The scope of investment in scenario 1 was perceived as an appropriate minimum to some customers, given the information they had heard about system performance and in particular the   number of outages."

So were you seeing a link between the system performance presentation at the beginning and how people were responding to the scenarios?  Would you agree with that?

MR. GRIFFIN:  It was an evolving discussion.  I think it's reasonable to assume people are influenced to a certain extent of what they have been presented as you progress.  I can't speak exactly to how.

I will just add to what Graham mentioned.  Right out at the outset of the session we did ask them unprompted, unaided, if I can use that terminology, what was most important to them, and reliability and risk came up then.  And then the session seemed to flow organically from that.

But, yes, they were aware of the system-wide information prior to getting to the scenarios.

MS. BLANCHARD:  Okay.  I just want to ask you to clarify one thing.  So you had a free -- sort of a free discussion before the Hydro One presentation, and so are you telling me that people were telling you about reliability risk as a concern, or just performance reliability, before the Hydro One presentation?  Which was it?

MR. GRIFFIN:  They articulated it more in a general reliability concern.

MS. BLANCHARD:  Okay --


MS. GUIRY:  A lot of the discussion that we heard organically at the start related to whether or not their primary challenge was duration of outages or frequency of outages, and a lot of them used that term even though, you know, we believe that in some cases they are referring to interruption.  So --


MS. BLANCHARD:  Right.  But reliability performance, the actual reliability, was the discussion.

MS. GUIRY:  Yeah, I think it's fair to say that their characterization came out as reliability, probably more characterized as performance than risk.  Yup.

MS. BLANCHARD:  Okay, so would you agree with me that there was some concern about scenario 1 -- the starting point of scenario 1 being too high?

MS. GUIRY:  I think what we heard fairly consistently as we have reported is that in terms of the impact of the -- on reliability risk increasing, very few participants supported that idea.

MS. BLANCHARD:  Right, but -- and am I correct in saying that's because there was an increase in rate and a decrease in reliability risk, that that's why that was --


MS. GUIRY:  For some.  But I think for some, regardless of the rate impact, they are unprepared to accept a 10 percent, which was the figure used, increase in reliability risk at all.

MS. BLANCHARD:  And would you agree that some of the customers had a hard time understanding why scenario 1 was the starting point?

And I will just -- I am going to refer now to page 26; someone said "I am having a hard time understanding the starting point in scenario 1".

MR. GRIFFIN:  Yes, absolutely.  There were -- there was the entire spectrum of responses in many cases, as I am sure you can imagine, it being a qualitative exercise.  So there were a few people who took that position.

I would say more people spoke to it more as just an unacceptable scenario, given the impact on their own reliability.

MS. BLANCHARD:  Okay.  And at least one of the participants, who was struggling to understand why you were starting at scenario 1, asked Hydro One to provide what I think we have referred to in these proceedings, and also in your consultation, as the zero scenario; is that accurate?

MR. HENDERSON:  That's correct.

MS. BLANCHARD:  And so we have had some discussion --


MR. HENDERSON:  More specifically, I think it would be fair to say they asked about a zero scenario with a zero rate increase, and why we didn't include that.

And the context related to that is we were very clear that these were illustrative scenarios and the customer -- we were looking for their feedback, and they could choose to provide us feedback that their preference was a zero scenario.

We did not in any way limit what feedback they selected, and we were very clear that we were not asking them to chose between scenario 1, 2 or 3.  It was a continuum that went beyond the endpoints, if that's what they felt was appropriate for their business.

The reason that we provided for not providing a scenario zero with a zero rate increase is the degree of increase in reliability risk associated with that would be such that we did not believe that it would be prudent, in terms of us taking care of the assets properly and creating that increased degree of reliability risk for customers.

But we were clear that they could tell us that is what we think is right from our perspective.

MS. BLANCHARD:  Right.  But some people were asking for a zero scenario because they just wanted to understand what the actual goalposts were.  Would you agree with that?  They wanted to understand what zero reinvestment looks like; is that accurate?

MR. HENDERSON:  I think they wanted to -- exactly.  They wanted to understand what it looked like, and what would be the impacts from a risk perspective as well.

MS. BLANCHARD:  Okay.  So at the top of the page there is a note.  It's in darker font and it says "Hydro One addressed a zero scenario".  And a zero scenario that you addressed in the consultation assumed that you would have a rate increase year over year of 3.2 percent.

MR. HENDERSON:  That's correct.

MS. BLANCHARD:  Okay.  So we asked the same question to Mr. Penstone last week, or AMPCO did, and we understood that the zero scenario -- the zero scenario was actually no spending, no increase, no spending.  So I think -- could you clarify that?

Why was this 3.2 percent increase described as the zero scenario in consultations?  And I do have the transcript reference, and I brought some copies, if that's helpful, because I want to just understand where we're at.

So it's page 134.  It's from Friday, and I have copies.  We can pass them around.  I highlighted the comment.  And I also have in my compendium the exhibit that we were looking at when we were talking about the zero scenario.  It's at, I think, page 14 of my compendium.

MR. NETTLETON:  Mr. Chairman, I think what my friend is doing is asking Mr. Penstone to clarify the remarks that he made regarding the questions that were asked by Ms. Grice and --


MS. BLANCHARD:  Well --


MR. NETTLETON:  Would you please let me finish, thank you.

And if Ms. Blanchard is seeking to ask Mr. Penstone about a statement that Mr. Penstone made, then I would suggest the proper way of doing that is by having Mr. Penstone be the witness that receives the question, and not another witness of Hydro One that is here to talk about a customer engagement and customer consultation aspect of the application.

MS. BLANCHARD:  Could I just speak to that for one moment?  Because the witness just said this morning that zero means zero; I heard it.  I am just trying to understand what the zero scenario is.

I am not suggesting that I need Mr. Penstone to clarify his evidence.  This witness has just said that's what zero is.

MR. NETTLETON:  Well, Ms. Blanchard, you have then asked the question and you have got the answer.

MS. BLANCHARD:  Well, I've heard two different answers to the same question.

MR. NETTLETON:  I understand that.  And that's why I am suggesting if there is an inconsistency in the answer, that you address it with the person that created the inconsistency, and that's Mr. Penstone.

MS. BLANCHARD:  This witness says --


MR. QUESNELLE:   Excuse me, the one thing that doesn't get us there, Mr. Nettleton, is the context.  We want to have the -- as accurate the information as possible on the record in the context of the panels that are before us.

So I think that Ms. Blanchard has put this forward if this witness panel can discuss what they understand a zero investment to mean.  If that differs from Mr. Penstone, fine.  Mr. Penstone will be back on the planning panel and we can ask him, too.

But we shouldn't miss this opportunity just to need to circle back after we speak to Mr. Penstone.

MR. HENDERSON:  The reference at the top of page 26 of the report in the bold lettering, which says:
 "Hydro One also addressed a zero scenario in which the rate increase would be capped at historic levels, as customers indicated it would be helpful to illustrate what that might look like."

So this would be an absolute minimum level of investment.  It's not a zero investment; it's an absolute minimum level of investment.  But it would be constrained in order to keep the rate increase at the historic levels which, in brackets, it has approximately 3.2 percent.

So that's what we described as the zero scenario for purposes of the illustrative discussion in the customer consultations.

MS. BLANCHARD:  Okay.  So that scenario would be a year-over-year 3.2 percent rate increase?

MR. HENDERSON:  Correct, in that range.  Customers were asking, well, if you kept it at just where you have been in terms of rate increases, what would that look like.

MS. BLANCHARD:  And in that context, customers were advised that the reliability risk would increase 20 percent; is that accurate?

MR. HENDERSON:  I am not certain we put a percentage on it.

MS. BLANCHARD:  Well, it's in the report, so I will take you there.

MR. HENDERSON:  It's in that range.  We said it would be roughly that.  We again also pointed out we felt that that degree of risk increase was something that would not represent prudent management of the assets.  But yes, that's where it would fall with that type of rate increase.

MS. BLANCHARD:  And was the 20 percent, 20 percent right away?  Would it be 20 percent at the end of five years?

MR. HENDERSON:  It would have been 20 percent over the period that we were discussing with the customers.

MS. BLANCHARD:  Which was?

MR. HENDERSON:  And that period was '16 to '20, yes.

MS. BLANCHARD:  And why was that period selected for the scenarios, knowing that you were going in for a transmission rate application for two years?  Why '16 to '20?

MR. McLACHLAN:  The '16 to '20 time frame was selected because we had to submit a five-year transmission system plan as part of this application, did we not?

MR. HENDERSON:  Um-hmm.

MR. McLACHLAN:  Yeah.

MS. BLANCHARD:  Okay, I am almost wrapping up here.

So on page 31 you -- this is in the IPSOS report -- you indicate that:

"Most of those who offered an opinion stated their preference landed between scenarios 2 and 3."

Do we know how many people offered their opinion?

MR. GRIFFIN:  Again, qualitative, no, we don't have those numbers specifically.  And again, we weren't forcing people to pick a scenario.

MS. BLANCHARD:  Right.

MR. GRIFFIN:  So some people did land in between scenarios, and we did not quantify that, no.

MS. BLANCHARD:  Okay.  So it could be five people, it could be 30 people.  We don't have -- because this isn't one where you have done one of your sort of bar charts or even sort of a list of -- we don't have any sense?

MR. GRIFFIN:  Right.  And again -- yeah, and again, we are trying to provide a summary after asking a yes-no question for each scenario, which gave people the opportunity to say no to all, conceivably yes to all, although you could struggle to find a scenario why someone would do that, and what we are trying to say here is many or most of the people landed somewhere in between scenarios 2 and 3, which could be, they picked scenario 2 or scenario 3, and then some people said yes to both and then articulated some sort of middle ground between those two scenarios.  It's something that's difficult to quantify, because it is a discussion-based insight.

MS. BLANCHARD:  Okay, so just to wrap up then, would you agree that some customers felt they had insufficient information to meaningfully -- they had insufficient information to really understand what -- they had insufficient information to participate in the consultation, maybe?

MR. GRIFFIN:  I don't know anyone went so far as to say they had insufficient information to participate in the session.  Some people did feel -- they felt like there wasn't enough information to answer every question accurately.  But they were fewer than those who actually appreciated the amount of information that was provided and the constructive nature of the discussion.

MS. BLANCHARD:  Right, and specifically on the question of addressing reliability risk versus deferring investment and where the right balance is, would you agree with me that some people felt they just didn't have the information to make that assessment?

MR. GRIFFIN:  I think I would be going off memory for that, but --


MS. BLANCHARD:  Well, I can take you to page 14 if you like.

MR. GRIFFIN:  Sure.

MS. BLANCHARD:  And it's the first column on the left.

MR. GRIFFIN:  Yup.

MS. BLANCHARD:  Under the heading "Addressing reliability risk versus deferring investments".

MR. GRIFFIN:  Yup.

MS. BLANCHARD:  Close to the bottom.

MR. GRIFFIN:  Yes, I'd say that was one of the areas where some people expressed some concern about information provided.

MS. BLANCHARD:  And my last question is, when were copies of this report distributed to the customers that participated?

MR. HENDERSON:  The report was not distributed to the customers.  They were informed that it would form part of our evidence in the rate filing and that the best place to see the report was through looking at the evidence.

MS. BLANCHARD:  Those are my questions, thank you.

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

MR. YAUCH:  Good morning.  Some of my questions have been answered by Ms. Blanchard, so I will probably be shorter than 15 minutes.

So I'm going to start with page 26 of the IPSOS report.  It's actually right where Ms. Blanchard left off.  And it deals with this idea of reliability risk and the zero scenario as you mentioned.

And my question is, in your evidence, if you didn't invest anything, reliability risk increases by 10 percent, but then to customers you said if we increase spending by 3.2 percent a year or rates or revenue requirement it increases by 20 percent.

So I am curious:  Why the discrepancy between what you told the Board and what you told customers?  I don't understand why one is double than the other.

MR. HENDERSON:  Could you take us to the place you are noting in the evidence?

MR. YAUCH:  In the evidence, yes.

MR. HENDERSON:  I believe you are referring to the presentation deck?

MR. YAUCH:  No, it's Exhibit A, tab 3, Schedule 1.  It's the same piece of evidence that Ms. Blanchard was mentioning.  So Exhibit A, tab 3, Schedule 1, page 7.

So there.  In your -- okay.  You say:

"Without investing anything risk increases by 10 percent."

But then to customers you said:

"If we increased our revenue requirement..."
which as you say would be the bare minimum spending,

"...reliability risk increases by 20 percent."

Those are pretty dramatically different numbers, and I am just curious why they are different.

MR. NETTLETON:  Mr. Chairman, we are just following along here, and it's -- it's almost -- it seems to be the same issue that we were having with the T-SAIDI and SAIFI discussion where this reliability risk table is referring to two years, and I am not sure if the deck, which was the presentation, is a two-year time period.  But that may clarify the issue.

MR. QUESNELLE:  Can we undertake to clarify that?

MR. YAUCH:  Yeah, I mean, if you can provide an undertaking how you got to 20 percent or why you chose that one and not the number you gave the Board, any sort of clarification would be welcome.

MR. QUESNELLE:  If it's just a temporal issue of them being different on that basis, that would be an explanation as well.  If we could confirm that.

MR. HENDERSON:  We will take that undertaking to provide that explanation of the difference.

MR. YAUCH:  Thank you.

MS. LEA:  J4.2, please.
UNDERTAKING NO. J4.2:  TO PROVIDE AN EXPLANATION OF THE DIFFERENCE BETWEEN NUMBERS RE:  HOW THE 20 PER CENT FIGURE WAS ARRIVED AT.

MR. YAUCH:  Okay.  So if I go to page 20 of the IPSOS report.

So I guess I can preface it.  One of the comments from one of the participants is they seem to accept the premise that Hydro One has an aging system and they need to invest in it, but they say:

"The replacing aging assets without escalating costs to our customers."

So they seem to be saying in my interpretation of that is we accept Hydro One's premise, but we want them to do it in a productive and efficient manner.  Is that fair, how they responded to you?

MR. HENDERSON:  Certainly, as the quote says there, the challenge is replacing aging assets without increasing costs to our customers.  I think it would be fair to say every customer would like to see an improvement in service without any increase in costs.  That's -- everybody would like to see that.  I think it's also fair to say most customers recognize -- and I would say all customers recognized in the discussions that we had with them -- that investments to improve performance do come with a price that results in an increase.

MR. YAUCH:  So I was wondering why Hydro One didn't offer some of these participants a look at how it's becoming more efficient or how it's not becoming more efficient.  So in the evidence in Exhibit B2, tab 1, schedule 1, there is a chart that your unit costs metrics
-- it gives a look at how efficient you are at changing wood poles and things like that.  It shows that --


MR. QUESNELLE:  Mr. Yauch, would you like the witnesses to refer to that?

MR. YAUCH:  Yes, please.  I gave the references.

MR. QUESNELLE:   Perhaps if you could slow down a little bit --


MR. YAUCH:  Sorry, yeah --


MR. QUESNELLE:  -- once you give the reference.  It will allow us --


MR. YAUCH:  Exhibit B2 --


MR. QUESNELLE:  -- to catch up.

MR. YAUCH:  -- tab 1, schedule 1, page 18.  There.

So that's a look at the way I interpreted it as Hydro One's efficiency at it actually replacing its assets and, in many cases, it's getting worse.

So I was curious why you didn't offer the customers sort of a look at how you are able to replace assets, or how you are unable to replace them more cheaply going forward -- and did you consider this when you made the presentation?  And if you didn't, that's fine as well.

MR. McLACHLAN:  Thank you, Mr. Yauch.  I think the response that I would -- if I understand what your question is, is that did we highlight more internal efficiencies that we are trying to do, such that we exhaust that as much as possible, short of having to spend more capital.


MR. YAUCH:  Correct.


MR. McLACHLAN:  What I would like to refer you to is in the customer consultation deck, slide 16.  If you can please bring that up on the screen?


If you need the reference number I can give it to you; A1-2-2-2, page 16.

So the focus of our consultation deck was really to make our customers aware of three key outcomes: transmission rate impact, the cost, the impact on reliability risk, and the impact on reliability performance as in the impact based on the illustration scenarios in regards to the number of outages or propensity of outages.

That is in the slide deck.  We can talk about it in the illustrative scenarios.


Part of what this presentation had was this slide 16, which was us talking about what we are doing around trying to mitigate the risk, what initiatives do we have to mitigate the risk for unplanned outages and for planned outages.

The bottom section on this slide, number 2, planned outages, equipment repair replacement, was us speaking to what we are doing internally regarding efficiencies at a movement to a station-centric worker approach, as opposed to individual programs, being more efficient in having a long-term bundling process to reduce the number of Outages.


So the efficiencies we did speak to were not unit cost efficiencies.  They were more efficiencies that we can do, short of having to go to this spend of capital, and those efficiencies will help improve the reliability risk and impact positively the reliability performance.


MR. YAUCH:  Thank you for that answer.  As I heard you earlier, you said many of the participants in these consultations were pretty sophisticated.  They were big businesses; they have a good handle on their energy costs.


Did they not ask you to say show me some proof of your productivity savings?  I am happy to give you more money, if you can show me where the dollars are being saved.  Did that never come up?  Did you never hear that or -- I mean, how did you answer that question?


It seems to me that that would be -- if I was a big business, that's exactly how I would respond.

MR. McLACHLAN:  I just checked with my peer because we attended all of the consultations together, bar one presentation when we had to split.  We never received a single comment along that lines of productivity or productivity costs.

This slide in particular, this bottom portion of the slide, was a very popular and lengthy discussion point, in particular around the re-evaluation -- I'm sorry, the transmission system outage groups process and multidisciplinary planning.

And the people that we spoke with, our customers that we spoke with, yes, they are very knowledgeable people in their business.  They are very knowledgeable in their operations and their performance.


Certain people were knowledgeable in all aspects of the company, from the financial performance down to the operational and the business performance, and the focus was on very much what the presentation was educating our customers on, the performance of the network today.


As Graham has mentioned earlier, that presentation was not put together just by chance.  It was put together based on a lot of knowledge factors that we have of our customers, and the discussions went to a lot of the aspects that were on the slides.  And there was not discussions that went to areas off the slides very much.  There wasn't discussion that said talk to me about your unit cost changes, or your productivity savings, or your project management costs.  They were very much in line with what the presentation topics were.


MR. YAUCH:  Okay, thank you.  So this is a question really for the IPSOS people.  While you were leading the discussions, I think the idea of reliability risk and reliability is a bit slippery and it's hard to wrap your head around.

When customers were talking about interruptions, or outages, or these sorts of things they are experiencing, did you have to constantly remind them that Hydro One is not actually going to improve those metrics, it is just going to improve the risk of them happening, that they are not going to see any difference in the reliability?

MS. GUIRY:  I am not sure if Scott or Graham want to add to this, but I think that most people understood that what we were referring to in reliability risk was system-wide.  It wasn't necessarily going to the generate less risk for them or their part of the province, or even improved reliability performance for them.

I think Graham and Scott made an effort to make sure that was addressed consistently in all of the wave 2 discussions.

MR. YAUCH:  I found in the report, it doesn't express very clearly that Hydro One can't promise improved reliability.  That is not part of the application, it's not part of the reliability risk model, that's not there. So what you have now is what you going to get.  That's -- sorry, I will let you answer.


MR. HENDERSON:  That's okay.  Certainly in the discussions and presentations with customers, we did get questions about does this mean that you are guaranteeing if you get -- if you spend more money, can you guarantee that my individual customer reliability delivery point performance will improve.


And we were very clear, no, we can't guarantee that.  What we can say is that on a system-wide basis, investments will decrease reliability risk depending on the level of investment, and over a period of time, we believe that will correlate with system-wide reliability delivery point performance.

But clearly, in this sort of discussion which is really about a system-wide perspective, we were very clear that we cannot guarantee, as a result of any of these scenarios, that an individual customer will in fact see improved delivery point performance.


MR. YAUCH:  Well, in fact no customer will see improved performance according to Hydro One, right?  They can't guarantee it anywhere in the system.


MR. HENDERSON:  Can't guarantee it, absolutely, yes.  But part of this discussion was clearly about, you know, reliability risk.  If you decrease reliability risk over some period of time, the logical conclusion is that the system performance, system performance, will improve.


MR. YAUCH:  Okay.  If we could go to page 17 of the IPSOS -- no, of the Hydro One presentation.  Actually, I think it's in the IPSOS report.

Ms. Blanchard asked you about this extensively, particularly the section "evidence suggests underlying reliability risk is increasing".  That 300 percent figure, I didn't hear you answer, is that broken out by planned and unplanned?  Do you have that broken out, that figure you used there?

MR. McLACHLAN:  Yes, I --


MR. YAUCH:  Is that on 15?  Is that on --


MR. McLACHLAN:  I think I did point this out to Ms. Blanchard, that the 300 percent is in reference to slide 15.

MR. YAUCH:  Okay.  That's where I am going to go anyway.

MR. McLACHLAN:  Those two illustrative stacks combine together to give you the 300 percent.

MR. YAUCH:  So in the planned -- so on 15...

MR. McLACHLAN:  We will just get to 15 first.

MR. YAUCH:  Yeah, we will get there.  Then...

In the planned outage hours for equipment, bar graph number 2, that's system-wide, and some of your system is multi-circuit and some of it is single-circuit; correct?

MR. McLACHLAN:  Yes, that's correct.

MR. YAUCH:  So in that chart, if you were on a multi-circuit in southern Ontario and there was a planned outage, it likely would have no impact on you, correct, because you wouldn't notice that your power has interrupted in any way.

MR. McLACHLAN:  Correct.  If everything functions properly it would just be a loss of redundancy.  You would not have an interruption.  Your power would stay on.

MR. YAUCH:  Do you know if the planned outage hours in that graph are predominantly single-circuit or multi-circuit planned outages?  Do you break them out?

MR. McLACHLAN:  It's not broke apart in these stacks here.  I would have to take a look deeper.  But the comment that I would make about this is that if you take any one of those years, you take the 2015 year, 264, that is the planned outage hours on our transmission network.

So it is -- it can be a 230,000-volt circuit for conductor refurbishment, it can be a power transformer, it can be a low-voltage bus in one of our stations, a high-voltage bus.  It is a combination of all of the station and lines assets that we had to do work on.

So some of it will be on supply circuits that are multi-circuit or single-circuit, some of it will be on below the circuit level inside the station.  It can be at a load station, it can be at a bulk station that has the lines emanating from it.

So it's not as simple as to just say 30 percent is multi-circuit and 70 percent is radial -- or a single-circuit.  It has pieces that you have to go down below to look at delivery points in -- it's not a simple breakdown.

MR. YAUCH:  But the outage hour impact on a customer is different if it's single or multi, right?  If it's multi you might not notice it, but if it's single you will definitely notice you are without power.

MR. McLACHLAN:  Even if it's single you in most cases are not going to be without power.  We don't have a lot of planned outages on our transmission system where we put customers out of power to do planned work.

MR. YAUCH:  Okay.  So one last question, and then we can go for break.  It's on page 24 of the IPSOS report.

[Laughter]

MR. QUESNELLE:  You are calling that one?

MR. YAUCH:  Well, I know I am over my time, so I --


MR. QUESNELLE:  No, it's quite all right.

MR. YAUCH:  -- apologize.  I don't want to keep everyone waiting.

MR. QUESNELLE:  I will talk about scheduling in a minute, but thank you, Mr. Yauch for providing that relief.

MR. YAUCH:  That's the schedule, yes.

In the second column, the first paragraph, the last line says:

"The forecast rate impacts did not consider changes in load or OM&A costs."

In your current application in 2017, the revenue requirement increases in 2017 by 2 percent, but once you consider load impacts it becomes 4 percent.

Did you tell customers that in the future the forecasted impacts that you have laid out, 5.8 percent, 6.3 percent, 6.8, could be materially different if conservation becomes more successful or demand doesn't materialize, that that is actually a very large risk when it comes to rate impacts?

MR. HENDERSON:  Certainly as part of the discussion we were very clear with customers about what this did not include, which is noted here, and it's also noted in the footnote on slide 23 of the customer consultation presentation.

As we were going through the process we didn't know the materiality of changes that would be due to either load forecast or OM&A, as it turns out OM&A savings.  So we pointed out there would be a difference.  We did not know what the materiality of the difference was at the time that we had the discussions with the customers.

MR. YAUCH:  Was it a concern from customers that if they decide to conserve or as the whole demand in the province declines that these impacts become more severe or more dramatic?  Did they express concern about that?

MR. HENDERSON:  No, we didn't have any customers -- they understood that there would be some change related to things like load forecast as an example, and most of these customers being relatively sophisticated understand that provincial demand has -- over the last few years has declined and that their own demand may be down due to conservation and demand management, but we didn't hear any concerns from customers in the discussions we had with them at any point in the consultation about what the materiality of that would mean in terms of the scenarios that we were presenting to them.

MR. YAUCH:  Okay, those are my questions, and I won't tell you what to do.


[Laughter]

MR. QUESNELLE:  Thank you, Mr. Yauch, appreciate that.

We have been going back and forth between 12:30 or one o'clock lunch.  Today why don't we break for lunch at 1:00 and take advantage of -- Mr. Griffin, you have to leave at 12:30, is it, or...

MR. GRIFFIN:  Yes.

MR. QUESNELLE:  Okay.  Well, let's do it at 12:30 then.  Okay.  And with that we will take a break, Mr. Yauch.  Thank you very much.  Let's return at 25 after.
--- Recess at 11:05 a.m.
--- On resuming at 11:30 a.m.

MR. QUESNELLE:   Thank you, please be seated. Okay, Mr. Brett, I believe you are up in the order next.

MR. BRETT:  I thought it was Mr. Rubenstein.  But if it's me, I'm fine.  I can go ahead.

MR. QUESNELLE:  Are you prepared to go now, Mr. Rubenstein?  The order I had was you, Mr. Brett.  So if you're prepared to go now, let's do that.
Preliminary Matters:


MR. NETTLETON:  Mr. Chairman, there was one preliminary matter I had, and it was with respect to the undertaking given and it was in relation to the transcript excerpt that Ms. Blanchard provided to the witnesses.

So if the panel could address that, it might be just one thing left that we can strike off the undertaking list and deal with it now.

MR. QUESNELLE:   Okay.

MR. NETTLETON:  Panel, go ahead.

MS. LEA:  This is undertaking K4.2?

MR. NETTLETON:  Correct.

MR. HENDERSON:  That is correct.

MS. LEA:  Thank you.

MR. HENDERSON:  As mentioned during the discussion around that time, Exhibit A, tab 3, schedule 1, page 7, the table in there is the relative change in reliability risk in the period 2017 and 2018 only.  So that's a two-year period, as compared to the indicative estimates that were used in the customer consultation presentation which were for a five-year period.

So I believe that's the difference that we are seeing there between the two.

MR. QUESNELLE:  Okay.  Any clarity required on that, Ms. Blanchard?

MS. BLANCHARD:  Just one question.  There is also a difference in terms of the investment amount that went into the calculation; isn't that correct?

MR. HENDERSON:  I believe it's the same, but that would be subject to check.

MS. BLANCHARD:  Okay.  If you could confirm that the 3.2 -- the capped at 3.2 percent increasing year over year was the same assumption in terms of investment that went into the chart --

MR. HENDERSON:  The table.

MS. BLANCHARD:  -- the table, that would be appreciated.

MR. HENDERSON:  And when you say the 3.2 percent, that's the reference back to what's in the consultation report, that bold line?

MS. BLANCHARD:  Exactly.  So I am just asking for clarification in terms of the assumptions on the actual capital investment piece.

MR. HENDERSON:  Yes, we can get back on that, yes.

MS. BLANCHARD:  Thank you.

MR. QUESNELLE:   Can we operate on the assumption that it is, and you will tell us if it isn't?  Either way.

MR. NETTLETON:  Subject to check.  We will come back and if there is a clarification --


MS. LEA:  Sorry to be pedantic.  So do I check off the undertaking or not?  Probably not, eh?  We will leave it open for the moment.

MR. NETTLETON:  Probably not.


MR. QUESNELLE:  Thank you, Ms. Lea.  Okay, Mr. Brett?

MR. BRETT:  I think it's Mr. Rubenstein going next, if that's all right.

MR. RUBENSTEIN:  I have been drafted.

MR. BRETT:  Thanks for accommodating.

MR. QUESNELLE:   All right.
Cross-Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  I want to understand, from a high level, from the IPSOS witnesses what this panel and what the parties should take away from the report, at a high level?

As I understood a lot of the discussion that you had this morning with Ms. Blanchard, it's a qualitative, not quantitative assessment.  Yet there qual -- there's charts and graphs in the report, but that we shouldn't actually look at the numbers behind them.

So at a high level, what are we supposed to take away from the report for the purposes of this proceeding, in your view?

MS. GUIRY:  I think I would start by saying this was a consultation, not a quantitative exercise, because we knew that these transmission-based customers were sophisticated and would require, in order to offer an opinion, detailed technical information.

So we required a two-way dialogue with them, which was offered in multiple formats to allow for people who needed or preferred for in-depth, in-person, and then prudent to offer it online if you couldn't participate in wave 2.

So by combining the three waves it makes, it makes it difficult to call it anything other than qualitative, for lots of other reasons.

But I think, to answer your question, we then took the view of let's take everything we heard, and summarize it as best we can in a qualitative fashion.  So I think what we heard was an organic discussion from customers that reliability is their top priority, with rates and costs right up there as well.  There are some expectations around improved -- desire for improved reliability risk rather than maintaining.

There is a willingness, in general, among most participants, to accept somewhere between scenario 2 and scenario 3.  Certainly not scenario 1 would, I guess, be the way I would surmise what we heard in general.

MR. RUBENSTEIN:  And then should the Board and the parties in this proceeding understand then, at a high level, that Hydro One ratepayers are willing to pay more for a high reliability risk -- sorry, for a lower reliability risk?

MS. GUIRY:  Again qualitatively, I think we heard that most transmission-based customers who participated in the engagement said that they would be willing to accept a rate impact commensurate with improved reliability risk.

MR. RUBENSTEIN:  My question then to the Hydro One witnesses:  Should the board take it that Hydro One's rate -- the consultation, recognizing it's not a survey, are willing to accept a higher -- the ratepayers are willing to accept higher rates for a lower reliability risk?

MR. HENDERSON:  I would only rephrase it slightly, and I would say the customers we talked to and the customers who participated in the consultation recognized the benefits of a reduced reliability risk in relation to increased investment, sustainment investment specifically, and the commensurate rate increase as discussed with them.

MR. RUBENSTEIN:  And you say customer not ratepayer, correct?  That's also the difference you are making?

MR. HENDERSON:  Correct, I always think of customers.

MR. RUBENSTEIN:  But they are not the same thing.

MR. HENDERSON:  I think they are for transmission purposes.

MR. RUBENSTEIN:  So my understanding from panel 1 -- and this was in Undertaking J1.1 -- 92 percent of the Hydro One's revenue ultimately is paid for by end users of LDCs.  That's what I understood from that.  Is that your understanding as well?

MR. HENDERSON:  That was my understanding, based upon the response to that undertaking.

MR. RUBENSTEIN:  So that would mean that 8 percent are paid for by directly-connected customers, correct?

MR. HENDERSON:  Correct.

MR. RUBENSTEIN:  So ultimately, the consultation that we are talking about here in the document only reflects the views of 8 percent of end users.  Is that correct?

MR. HENDERSON:  The consultation and the document we are looking at reflects the views of the cross-section of transmission customers, including the local distribution companies.  And we certainly expect, and several of the local distribution companies made clear to us that they were representing their customers in the consultations.

MR. RUBENSTEIN:  That's not my question.  My question was what we can get from the report and the individuals that you talked to.  Only 8 percent, at best, are going to be end users of the entire -- of the entire population of entities who are -- let me rephrase; that's a little muddled.

As I understand it, since LDCs don't -- they are passing those costs on, and the consultation deals with not just LDCs, but directly-connected customers.  In the consultation, at best, we can only pull from this 8 percent of your customers are end users -- 8 percent of those surveyed are end users from the -- am I correct?  I know you are saying that LDCs represented their views, but they are not the actual end users; correct?

MR. HENDERSON:  The LDCs, as you point out, do pass through...

[Cell phone interruption.]


[Off-the-record discussion.]


MR. HENDERSON:  As you point out, the LDCs do pass through the costs of the transmission services to their customers, absolutely.  So it would be fair to say that the report covers, though, all transmission customers, and the percentage of revenue from local distribution companies is 92 percent, so 92 percent of the costs get passed on to their end use customers.

MR. RUBENSTEIN:  You believe that even though they are not the end users they are still reflecting the views of their end users.  Do I understand that?

MR. HENDERSON:  That's correct, we do believe that.  There is a number of reasons that we chose not -- or we did not think it was appropriate to deal with or consult with the end users of local distribution companies.

The first is Hydro One Transmission has no direct commercial relationship.  We don't bill them directly.  We felt that any discussion with them would just result in a lot of customer confusion, and the results of any of that type of consultation because of the confusion by those customers would not be particularly meaningful and, therefore, amongst other things the cost of doing it would be difficult to justify.

MR. RUBENSTEIN:  That's fine.  I'm not -- I understand your view why you didn't do -- why didn't you talk to any of these customers, but I am just trying to understand, putting that aside, what we can take away from this survey and from LDCs.  And I understand your view is that they reflected their customers' views, their end users' view.  Is that your understanding?

MR. HENDERSON:  That is correct.

MR. RUBENSTEIN:  And did you test that hypothesis in any way?  Did you talk to a sample of LDC end users to test the hypothesis that they had the same views?

MR. HENDERSON:  We didn't test the hypothesis, but one of the reasons we believed it was true is -- and it's noted in the IPSOS report -- is that some of the LDCs pointed out that one of their concerns is related to the fact they pass through the costs and their customers are experiencing, for lack of a better term, rate fatigue or bill fatigue, and they knew that they would be in a position where they would have to explain to customers what is causing the increase related to any transmission rate increase.  So they were very conscious of the fact they would be hearing that feedback from their customers, and they needed to reflect those views.

MR. RUBENSTEIN:  Let me ask the IPSOS witnesses.

Do you think it matters that -- you are survey professionals.  You have done many surveys.  Do you think people have different views if they are someone who is paying the actual cost of the service versus passing it on?

MS. GUIRY:  Yeah, I think it's very difficult to speculate what they would say.  I think the remit for us was transmission-based customers was the scope of the engagement.

MR. RUBENSTEIN:  But with respect to your broader experience?

MS. GUIRY:  Sorry, can you repeat the question?

MR. RUBENSTEIN:  Sure.  Do you think people would have a different view on any subject if they are the ones who ultimately have to pay for that subject, that service, versus if they didn't have to pay for it?

MR. GRIFFIN:  I will speak from a qualitative point of view.  Maybe Sandra can speak from her quantitative chair.

It's difficult to extrapolate from one audience what another audience may think.  However, it's prudent to explore that hypothesis with multiple audiences, which I think we did to a certain extent, and as Graham mentioned, people did speak to their concerns as it relates to their ratepayers, but quantitatively I am not sure -- there are so many variables that go into answering that that it's difficult to speculate what the answer to that would be in a direct sense.

MR. RUBENSTEIN:  All right.  There was some discussion with respect to the report, as I understood it from your conversations this morning with Ms. Blanchard, that while there are charts and graphs, there are no numbers, because we want to show the order of magnitude; did I understand that correctly?

MS. GUIRY:  Um-hmm.

MR. GRIFFIN:  That's correct.

MR. RUBENSTEIN:  But if I can just ask you just for an example, if we can turn to page 23, as an example, and if we look at the understanding reliability performance versus risk pie chart.

MR. GRIFFIN:  Yes.

MR. RUBENSTEIN:  Are there actually numbers behind there that show us what percentage were yes and no?  I mean, you are not showing it on this, but is there actually numbers behind it that you are -- that use the wave 2, wave 3 participants to come up with what percentage of that table is blue and what is grey?

MS. GUIRY:  Yes, there are numbers behind that to show the magnitude.  We are reluctant to actually show the percentages, because this wasn't intended to be a survey.  The percentages are not intended to be generalizable to a population.

Because of the two-way dialogue of the consultation a lot of the feedback was verbal.  So it's difficult for us to put a percentage out there and stand behind it when, you know, a lot of people opted on one question or another to deliver their feedback verbally and not provide an answer. So there is a lot of inconsistency in the way the questions were answered that I am reluctant to put out numbers that represent something.

MR. RUBENSTEIN:  And so for example, on the second set of issues, where you ask "and how concerned are you about system reliability risk", do I take it, though, that one of -- you asked that question in different focus groups, and in different -- wave 2 and 3 differently, and what you had to do is you had, different people are giving you answers, but you had to sort of put them in the different baskets, but they may have not been asked, you know, uniformly and the answers were not perfectly uniform?

MS. GUIRY:  No, that's not quite how I would characterize it.  First of all, the wave 1 all together was separate, because those were very fluid, in-depth, lengthy conversations.  There wasn't a circumstance where they specifically stopped and said, And now on a scale, can you...


So really what we are talking about in these charts is wave 2 and 3.  The question, much like the presentation material Hydro One presented, was consistent from one session to the other, and consistent with what was delivered to wave 3 participants.  The questions themselves were also consistent.

So what's inconsistent is not -- unlike a survey, where you can force everybody to complete every question, we didn't have that here.  So it's difficult then to, other than describing the magnitude, to actually produce a percentage.

MR. RUBENSTEIN:  So with the responses "very concerned, somewhat concerned, neutral, not very concerned, not at all concerned", with respect to wave 2, where you are in a group setting --


MS. GUIRY:  Correct.

MR. RUBENSTEIN:  -- are you saying to those individuals, And how concerned are you about reliability risk?  Very -- please answer very concerned, somewhat concerned, neutral, not very concerned, not at all concerned?  And then walked -- went around the room?

MS. GUIRY:  So I think Brad can speak to how it was facilitated, but if you can imagine, there was an open dialogue session, free exchange, anybody could ask anything or share any comments, and then at certain points we would stop and ask them to then answer questions.

So we would have some sense of the magnitude of the opinion in the room.  Otherwise we are just going off -- it makes it even more difficult to summarize the feedback in a cohesive way.

MR. GRIFFIN:  Yeah, I will add to that by saying in some cases the questions -- when I say "the questions", the questions that are represented in graphical format in the report -- were at the end of a discussion to sort of summarize where people were sitting, but with the extended opportunity to provide context.  And it was a paper survey in some cases, and then in wave 3 obviously it was online.

In other cases, the close-ended question, if I can use that term, was actually asked at the beginning or right after Graham and Scott's presentation as a launching point for discussion.  So, for example, the "understanding reliability performance versus risk, yes, no" was tackled very quickly in a quote-unquote survey format.  The real value for us as IPSOS, in terms of writing the report, was the commentary that spilled out of that answer, if that helps.

MR. RUBENSTEIN:  Thank you very much.  And now to Mr. Henderson and Mr. McLachlan, just understanding what you presented in your presentation.

Can I just confirm -- can you help me?  Did you ask, did you tell the customers the following when you were providing your information to them, or if they were asking questions.

Did you tell them that you were in the top quartile of the CEA rankings with respect to reliability for multi-circuit?  Did you tell them that you were in top quartile?

MR. McLACHLAN:  I would say the answer to that is yes.  Did we say it in every presentation? I can't, I can't say with a hundred percent.

MR. RUBENSTEIN:  So you did tell -- sorry.  Did you tell everyone that you were in the top quartile of the CEA?

MR. McLACHLAN:  I believe -- to reiterate my answer, is that when we presented the slides around reliability, the SAIDI and the SAIFI, that we did mention that.  I am just saying that I can't confirm whether I mentioned it in every case.

MR. RUBENSTEIN:  All right.  And did you tell them -- when you were showing the various scenarios, did you tell them how much spending that was compared to past years of spending?

MR. McLACHLAN:  I don't think we specifically spoke in that manner.  When we spoke to the illustrative scenarios, we spoke to the first scenario being comparable to historical spending levels.

MR. RUBENSTEIN:  And did you tell them about what you had historically said you were going to need over from what you said, maybe, say for example, in 2014 out for the next four or five years versus what you now say you need?  Did you tell them there was difference?

MR. McLACHLAN:  I am not sure I understand the definition of your question.  Can you just elaborate a little bit more, please?

MR. RUBENSTEIN:  Not a problem.  Did you tell your customers that in 2014, you had forecasted an amount of spending over the next four or five years, but that now, what you are forecasting now is much higher than that?

MR. McLACHLAN:  Again, just to reiterate what I just said a moment ago, we didn't specifically present it in the manner in which you just spoke, Mr. Rubenstein.  It was more in lines with the three illustrative scenarios, and that the first scenario was along the historic spending levels.

MR. RUBENSTEIN:  And when you explained reliability risk to the customers, did you tell them what the underlying values were?

So, for example, when you were talking about a change from -- one scenario had a certain percentage change in the reliability risk, did you tell them what actually the values at the beginning were and then what they would be if you had implemented the scenario, what those values were?

MR. McLACHLAN:  When you say values, are you speaking in terms of what the outcomes were going to be for the various scenarios?

MR. RUBENSTEIN:  Well, my understanding reliability risk when you talk about in, say for example, I think it's the zero, the much talked about -- let's just get the wording correct here, sorry.

When you talked about, say, the zero scenario that we had a lot of talk about this morning, and there was the discussion about a 20 percent increase in reliability, that's comparing two things, right?  A 20 percent reduction in reliability risk, or a 20 percent increase in reliability risk.

MR. McLACHLAN:  Correct.

MR. RUBENSTEIN:  Did you tell them what the numbers were that you're comparing?  What was the value and then what is the second value that that change is, the 20 percent?  Did you give them those two values?

MR. McLACHLAN:  No, there was not a value.  If you are asking, you know, was there a percentage to start with and a percentage to end with, and that subtraction gives you 20 percent, no, there wasn't an ideal percentage, if you will, calculated with the reliability risk model.  It indicates a percentage change based on conditions.

MR. RUBENSTEIN:  And did you tell them that reliability risk is an age-based analysis, not a condition-based analysis?

MR. McLACHLAN:  Yes.  We discussed, at a high level, the key factors as we laid out to the customers that this was a new tool at our disposal, that it had been developed and that it used hazard curves.

Basically, it was three things that we mentioned to keep it at a high level; that it uses hazard curves, that it employs the suite of assets, like a volume of assets, and that it employs only those types of assets which we have witnessed to have been significant contributors to the duration of interruptions, namely being the breakers, transformers and lines components.

MR. RUBENSTEIN:  And did you tell them that you actually had not, for example, back-casted the information to test the reliability risk model?  Did you tell your customers that?

MR. McLACHLAN:  We didn't explicitly say it that way.  What we indicated was that the reliability risk model allowed us, in conjunction with the illustrative scenarios that are on the screen, to be able to come with some semblance of an estimate for what the three key outcomes were going forward.

We did not discuss a look backward, or applying the reliability risk model in a backward fashion.

MR. RUBENSTEIN:  To test it; you didn't tell them that?

MR. McLACHLAN:  I am sorry, what was that?

MR. RUBENSTEIN:  For the purposes of testing to see if it --


MR. McLACHLAN:  Yes, there was no discussion on that.

MR. RUBENSTEIN:  All right.  Thank you very much, those are my questions.

MR. QUESNELLE:   Thank you.  Mr. Brett?

MR. BRETT:  Thank you and sorry for the confusion.  I was just going by an old schedule that showed them ahead of me.

MR. QUESNELLE:   That's all right.
Cross-Examination by Mr. Brett:


MR. BRETT:  My first topic is going to be a few questions on the mechanics of a -- brief questions on the mechanics of the consultation, probably mostly for the two representatives from the firm, the outside firm.  I kind of prepared this comments initially when we had two panels, but I welcome comments from anybody on the questions.

Just to confirm a couple of things, when you -- in the wave 1, I think you said Ipsos-Reid provided note-takers in those sessions, right, on the one on one sessions.

MR. GRIFFIN:  That's correct.

MR. BRETT:  And who were these folks that were note- takers, they weren't you two, I take it?


MR. GRIFFIN:  No, we actually hire professional note- takers because it's a very specific skill, someone who can capture all the commentary.

MR. BRETT:  So people that can take dictation, for example?

MR. GRIFFIN:  Correct, yes.

MR. BRETT:  Okay.  But were you two at each of these one on one sessions?

MR. GRIFFIN:  We were not.

MR. BRETT:  Neither one of you were at any of them?

MS. GUIRY:  No.

MR. BRETT:  Okay.  But from the Hydro One side, were you two folks at each of those one-on-one sessions?  You said something about two of them earlier on.

MR. HENDERSON:  That's correct.  Scott and I were at all of the one-on-one sessions with one exception, because there was one particular scheduling day where three customers wanted to see us on exactly the same day.  So Scott went to one, I went to one, and one of our colleagues went to the third one.

MR. BRETT:  And did you -- I mean, these were obviously small meetings, somewhat informal.  Did you make your presentation at each of those meetings, and/or did you send out the material in attachment 2, your customer engagement document that we have been discussing?

Did you send that out before the meetings to each of those folks that you were going to meet with one-on-one, first of all?

MR. HENDERSON:  Yes, that's correct.  We sent them out several days in advance of the scheduled meetings.  We always targeted seven to ten business days in advance of the meeting, we would email them the materials.

MR. BRETT:  Right.  And then at the meetings themselves, what did you -- did you go over the document with them or --


MR. HENDERSON:  That's correct.  We --


MR. BRETT:  -- you made a presentation, in effect?

MR. HENDERSON:  We essentially make a presentation, though, in a small group.  It's sort of sitting at a table and going over slide by slide and receiving their input and comments and asking questions back and forth throughout the session.

MR. BRETT:  Right.  Now, then, on the wave 2, on the group -- the customer -- the group customer consultation, that was facilitated by either one of you two from IPSOS Reid?  Is that -- or both of you?

MR. GRIFFIN:  Yes, I predominantly led the facilitation of the sessions.  There were two instances -- or, sorry, one instance where I could not attend due to weather.  I was in Toronto the morning of the London ice storm and could not make it.  So to the best of my abilities, I facilitated, actually, over the conference call line with assistance from Graham and Scott.

MR. BRETT:  Okay.  So you attended all five either in person or by phone.

MR. GRIFFIN:  Yes.

MR. BRETT:  And then -- now, if I look at this revised document that you filed this morning on the number of participants and number of customer organizations -- well, I think we've -- I think we have canvassed that enough.  I guess -- you had varying degrees of turnout, I guess was my point I was going to get to.  You had some pretty good turnout in Toronto and London and Sudbury, but Ottawa was two people and Thunder Bay was three.

MR. GRIFFIN:  That's correct.

MR. BRETT:  Did you invite more people from Ottawa and Thunder Bay than those numbers?

MR. HENDERSON:  Absolutely.  I don't know off the top of my head the numbers that were invited, but they would typically for most -- for those areas be in the range of roughly ten.

MR. BRETT:  Okay, and so then on the -- just on the -- going back to IPSOS Reid for a moment, did you -- you wrote up the -- well, your note-takers prepared reports on each of the one-on-one schedules, one-on-one meetings; right?  I mean, they were verbatim, I take it.

MR. GRIFFIN:  Correct.  Not so much a report, but essentially a transcript.

MR. BRETT:  A transcript.  And then what did you do after the group meetings?  Did you prepare a separate report on each of those?

MR. GRIFFIN:  We summarized each market or session, if you will --


MR. BRETT:  Right.

MR. GRIFFIN:  -- to provide that to Hydro One so they could keep the feedback loop continuous, and that also became part of our data, if you will, for the final report.

MR. BRETT:  Okay.  So when you crafted your final report, you brought that information together.

MR. GRIFFIN:  And also, we were there, so at that point we were sort of living and breathing each session, but, yes.

MR. BRETT:  Who was there?  You were there when?

MR. GRIFFIN:  Yes, during wave 2, again, I was at all five.  I believe you were there -- yeah, Sandra was there for two, and another team member who is not here was consistent throughout, and she predominantly led, I would say not transcript-type note-taking, but more thematic-type note-taking.

MR. BRETT:  Okay.  Well, then the -- and on the third wave, that was the online one, and I think you have talked about that this morning.  All of the people that were -- I gather what you did was you sent to all of your customers this document essentially; is that correct?  The attachment 2, the engagement document?

MR. HENDERSON:  The attachment was available through the online consultation tool, so all of the customers for
-- specific to wave 3 were invited to participate in that, and they could view the consultation, the deck, through the consultation tool.

MR. BRETT:  Okay.  So they had to volunteer to join.  If they did that then this was available to them online?

MR. HENDERSON:  Correct.

MR. BRETT:  Okay.  Now, I think you mentioned earlier, Ms. Guiry, that you had done a previous job for Hydro One back a couple of years ago, a similar type of job; is that right?

MS. GUIRY:  Not similar in the sense that it was a customer engagement, but I have done survey work for --


MR. BRETT:  Okay.

MS. GUIRY:  -- Hydro One of its customers and the general population of Ontario previously.

MR. BRETT:  Okay, now, I just wanted to ask you, I think -- I gather neither one of you would, from the firm, neither Brad nor -- neither one of you would regard yourselves as, for want of a better phrase, substantive energy experts; is that right?

MS. GUIRY:  No.

MR. GRIFFIN:  No.  Within the space of market research we do, I would say the bulk of the energy-related work, but we are not experts to the same degree that Graham or Scott would be or probably most of the people in this room.

MR. BRETT:  Right.  The -- I think that I'd like to turn now over to a few questions on power quality, and I -- Mr. Henderson, you are the expert in that -- I should say power quality as it appears in the consultation; right?  And to that effect, I'd like you to turn up B1 -- this is your B1, tab 2, schedule 2, identifying customer needs.  That's the document to which you're -- the actual report from IPSOS is an attachment.  So this is Hydro One evidence.

And if you look there at --


MR. QUESNELLE:  Mr. Brett, can you give that reference again?

MR. BRETT:  Yes, sorry, Mr. Chair.

MR. QUESNELLE:  What page --


MR. BRETT:  B1, tab 2, Schedule 2.

MS. GUIRY:  What page?

MR. BRETT:  Well, I am just about to give you the page.  There are several pages.  Page 9 is the first one.

And in the -- and this, on page 9, you have a section toward the bottom where you state what IPSOS Reid's observations were in the report, and the last one is -- the last bullet there:

"Overall power quality and transmission capacity were also raised as major issues facing customers, particularly those in the north."

And then over the page on 10, where you talk about -- in number 3 -- do you have that?  Number 3, at the bottom, the last bullet:

"Customers need a greater focus on power quality driven by increased sensitivity of their equipment."

My question, I guess, is just a very general one.  From your point of view, Hydro One -- power quality is an increasingly -- you regard power quality as an important issue, I take it?

MR. HENDERSON:  Correct.  It certainly -- it was a topic that has been brought to our attention specifically by industrial customers.

MR. BRETT:  And is it your view that it has been brought to your attention more and more frequently over the last period, over the last few years?

MR. HENDERSON:  I think it's fair to say we have noticed a small increase in it, but what customers are pointing out to us is more and more information with respect to the impact on their production and the financial magnitude of potential losses because of interruptions to production.

MR. BRETT:  So customers are giving you more information on this.

MR. HENDERSON:  Correct.

MR. BRETT:  And -- now, if we look at the executive summary, if we go to the executives to -- we leave your evidence now and go to the actual report of IPSOS Reid, and I'd like you to turn up the -- page 13 of that, please.  That's the executive summary, the first page of the executive summary.  Do you have that?

Now, there on the first page, they start off in the first sentence talking about reliability was the most frequently and consistently mentioned need.

But then, down at the bottom of that first paragraph, they say:

"Overall power quality and transmission capacity were also raised as major issues facing customers, particularly those in the north."

And if we go over to the top of page 14, which is the next page, and the last -- the top four lines in the third column:

"We consistently heard across all customers an expectation to see an improvement in their service performance in terms of reliability [fewer unplanned interruptions] as well as power quality."

So going back to you, Mr. Griffin and Ms. Guiry, it's fair to say, I take it, that power quality was raised by a number of customers during your discussions.  Is that correct?

MR. GRIFFIN:  Yes.  Again, difficult to quantify, but we certainly heard it enough that we thought it was prudent to put it in the executive summary.

MR. BRETT:  And it was raised as a separate issue, if I can put it that way, perhaps related, but an issue separate from reliability or reliability risk, right?

MR. GRIFFIN:  They spoke to it in specific terms related to power quality, yes.

MR. BRETT:  Okay.  Now --


MR. HENDERSON:  Mr. Brett, if I can just elaborate on that as well?

MR. BRETT:  Yes.

MR. HENDERSON:  In addition to the power quality aspect, which is typically voltage sags, is by far the predominant form of power quality.  It was often in the context of discussions regarding the impacts of momentary interruptions, and how that interrupts production.  And they --


MR. BRETT:  Sorry, I didn't quite catch that.  Voluntary, did you say?  Or momentary?

MR. HENDERSON:  Momentary.  It was often in the context of discussions on momentary interruptions, and the impact of that on production.  And often the next statement would be: And we have the same problem when we have a power quality, i.e. a voltage sag, because it also interrupts production.

MR. BRETT:  So effectively, the impact of the -- the impact of the power quality event is very similar to the impact of the reliability event on production.

MR. HENDERSON:  It certainly can be, depending upon the magnitude of the power quality event, plus the resilience of the customer's equipment to, as I say, ride through that power quality event.

MR. BRETT:  Right.  And if I could just ask you to turn up AMPCO 17, please?  That's Exhibit I, tab 3, schedule 17.  It's a five-page IR and I have just a few questions on that for you, Mr. Henderson or Mr. McLachlan.

I'd like to take you first over to page 2, and you talk about -- you talk about, I guess at the bottom of page 2, and this is in response number (d), as in dairy, to the question.  You talk about initiating a pilot program, and this is described elsewhere in your evidence.  I can't recall the exact page at the moment or section, but my understanding -- my recollection is that you have two pilot programs underway, and that you are planning to spend something in the order of $250,000 a year in each of 2016 and 2017 on these pilot programs; is that right?

MR. HENDERSON:  I am not certain of the magnitude, the dollar amount.  But yes, there are the two pilot programs.

MR. BRETT:  Right, you have pilot programs.  Now, if we go back up to the discussion under (a), response (a), you talk about a voltage sag in the second paragraph.  You basically repeat here what you just told me, that power quality is a result primarily of voltage sag.

And then you go on to say a voltage sag depends on several factors, and one of them is reliability or number of momentary interruptions in circuits electrically close to the customer's supply point.

That's what you were saying a moment ago, right?

MR. HENDERSON:  Correct.

MR. BRETT:  And then you go on to talk about system Configuration, and then you talk about customer resilience.

And now what do you mean there?  You say a voltage sag might be a power quality event for some customers, not for others, depending on their degree of resilience.

Can you explain what you mean by the degree of resilience of the customer?

MR. HENDERSON:  Absolutely.  Different types of customer equipment are affected to varying degrees by voltage sags.  What we have noticed over the past few years is as customers have upgraded process equipment, and become more dependent upon electronic sensors and electronic controls, these various products that they need in their production have varying degrees of sensitivity to voltage and such that some of the equipment is relatively not affected by voltage sags of certain magnitudes, whereas a comparable piece of equipment can be very affected and it all relates to the specifications that those individual pieces of equipment and the customer's facility have been built to.

MR. BRETT:  So you have, given that -- I think if we go back to page 2 of the interrogatory, are you working with your customers on any kind of systematic basis to assist them in dealing with these issues?

I mean, as a response -- the understanding I am getting from reading your evidence in this area is that this is sort of a joint area of responsibility, that the customer may have to install certain equipment and you may have to install certain equipment, and the sort of result comes from a combination of measures that you might take or the customer might take.  Is that --


MR. HENDERSON:  I think that's a fair characterization.  One of the charges with power quality in particular is the cause of a power quality event may either be related to Hydro One's assets that are exposed to weather such as lightening, and therefore the triggering event starts on the Hydro One asset and is electrically transferred into the customer's facility.

The other distinct possibility is the initiating event for power quality may also initiate at one point within the customer's facility, but it's another place in the customer's facility that actually sees the impact.

MR. BRETT:  Okay.  Fair enough.  And I just -- just in terms of the -- I guess the extent of the problem, or the number of times this comes up.  But I'd like you to look at L -- this is a response to L, and that would be page 5 of schedule 17, and I am going to take you back then to page 2.

But you see at the bottom there under L, the second bullet, that you are talking about at participating in a study by EPRI, which closely follows trends in different jurisdiction and the power industry in general.  They call it a distributed power quality study, and the phrase I want to call your attention to is it showed that a facility connected to a transmission system is eight times more likely to receive a voltage sag than an interruption, and you say this is consistent with Hydro One's experience, so am I right to read that as saying this is -- the issues with power quality are quite pervasive on a transmission system.

MR. HENDERSON:  I think it would be fair to say voltage sags are quite pervasive.

MR. BRETT:  All right.

MR. HENDERSON:  And then of course the real crux of the issue is, does an individual voltage sag event result in an impact on a customer's facility in terms of productivity, and the two don't -- there is not a one-to-one correlation.  That's one of the challenges.

MR. BRETT:  Okay.  I take that, but what is that -- that's dependent on, what, whether that consequence follows, how serious the sag is, first of all?

MR. HENDERSON:  It's a combination of the magnitude and duration of the voltage sag and the relative resiliency of the customer's equipment with respect to that magnitude and duration of voltage sag.

MR. BRETT:  Right.  All right, if we go back down to page 2 for a moment.  Just a couple more questions here on this and then I will move on.

But the -- I am looking at section (d), little (d), Derry.  You say there:

"Hydro One measures potential PQ events with its PQ monitoring network."

Now, what -- is that a network that's pervasive for your entire transmission system?

MR. HENDERSON:  No, that's a network that's been established in areas of the transmission network where we have historically seen a greater number of voltage sag or power quality events.  So we use that to monitor that -- those parts of the network that appear to be more susceptible to things such as lightning strikes.

MR. BRETT:  So this would include the north as well?

MR. HENDERSON:  Some of it is in north, yes.

MR. BRETT:  And the south.  And what roughly, broad strokes, what percentage of your system would be covered by this network?

MR. HENDERSON:  I don't know.  I'd have to get back to you on that, and I am not certain we can really -- we can characterize it in terms of the number of power quality monitors there are.  But of course, the nature of power quality, since it's largely related to weather events, talk about this zone of influence as a result of a lightning strike, as an example, and those vary depending upon the network and the magnitude of the lightning strike.

So it's actually -- I am not certain it would be possible to give you a precise number on percentage.

MR. BRETT:  Okay, but is there data available?  Is there analysis been done that indicates what percentage of these voltage sags are due to lightning strike as opposed to a variety of other things?

MR. HENDERSON:  I would have to check.  My memory is 85 percent of power quality events is due to voltage sags and almost all of those are due to lightning.

MR. BRETT:  Are, sorry?

MR. HENDERSON:  The vast majority of the voltage sags are due to lightning.

MR. BRETT:  Right, all right.  And do you have any data on that?  Do you have anything that you could produce in the way of a report or anything like that?  Would the EPRI report, for example, cover that?

MR. HENDERSON:  Mr. Brett, I think the best we can do to respond to that is to take an undertaking to see what information we could provide with respect to -- I think you -- can you sort rephrase your question?

MR. BRETT:  Really, the causes of voltage sags, which then lead to interruptions.

MR. HENDERSON:  Yes, we will take an undertaking to see what information we have available on that.

MS. LEA:  That will be Undertaking J4.3.
UNDERTAKING NO. J4.3:  TO PROVIDE THE CAUSES OF VOLTAGE SAGS, WHICH THEN LEAD TO INTERRUPTIONS.

MR. BRETT:  Now, if we go back to (l), again, that's on page 5, little (l), talks about the standards that you follow, but the first bullet there:

"The power industry does not have PQ metrics for voltage sag events."

Maybe I am answering the question now, but doesn't have metrics which are most -- which are the most common PQ issue, because they depend on factors such as reliability
-- we spoke about that earlier -- that is to say, momentary outages in the vicinity of the equipment, and system configuration and customer resilience, and you note that customer resilience is outside the control of the utility.

And my question really is, here, it sounds like the industry has not got metrics for this.  Do you see the industry getting metrics in the future for power quality, in the near future?

MR. HENDERSON:  I don't see that in the near future, and the reason I'd suggest for that is the real -- as an I mentioned earlier, the real crux of the matter is whether or not a power quality event has impacted a customer's production.  I am thinking now primarily in terms of industrial customers.

MR. BRETT:  Right.

MR. HENDERSON:  And sometimes customers bring this to our attention, obviously.  There are times when they don't.  So we truly don't have insight into which of the voltage sags, as an example, really has resulted in a customer production issue.

MR. BRETT:  The concern I have with that -- and it's not a -- is that on the one hand it seems to be a growing concern, and as I am sure you are aware, our own clients, who are not large industrial concerns but have large computer installations because of the amount of transactions they process, also are concerned at the distribution level with power quality.  That's the first sort of caveat.

The second is that I think Hydro One with its expertise and knowledge, this would probably be a bit of a leader in this area.  In other words, I -- and this is a bit of speculation, but I would think that many of the distributors would look to see what Hydro One was doing about this, and if they weren't doing anything -- I shouldn't say not doing anything, but they would take their cue from Hydro One to some degree.

So my question really is, how does this get moved forward?  And let me add one specific aspect to that.  Do you contribute toward or do you pay for customer improvements at their facilities that increase their resilience?  I mean, I have the sense from scuttlebutt, I guess, that you do not, that that's primarily the customer's responsibility, but could you comment on both of those notions?

MR. HENDERSON:  Absolutely.  I think the comment I'd relate to what can be done with respect to power quality is we've determined that what we believe is the best approach has really three prongs to it.  Hydro One, I think three years ago now, established a power quality customer working group.

MR. BRETT:  Right.

MR. HENDERSON:  Really the genesis of that group was we were hearing from customers this was something that was affecting them, but there was a lot of, for lack of a better term, myths about power quality, and nobody was using the same terminology to say, what is a power quality event, what's it caused by, how do we measure it?

So a big part of that power quality customer working group is with our customers to come up with a common set of terminology and how we are going to identify power quality events so that everybody is on the same page that way.

The second part was, in terms of addressing power quality, is we have initiated the two pilot programs.  The first pilot program is to offer -- you know, when a customer has identified they have had a power quality event, we arrange with the customer, with their, obviously, agreement for a third power -- third-party power quality audit.

And the real intent of that is to help customers identify what are the discrete pieces of equipment within their facility that are the most susceptible to power quality interruptions and what would be required to increase their resiliency to such things.

So that's really working with the customer.  You know, we facilitate it.  In most cases, we reach some of -- some kind of cost sharing agreement with the customer on that, though it --


MR. BRETT:  For the pilots?


MR. HENDERSON:  For the pilots, correct.  And the real idea there is to provide customers ready access to a qualified third party who can provide that expertise that they don't have themselves.  This is a fairly -- I want to call it niche area of expertise.


And then the second pilot is to offer to customers that we can use by upgrading and making a change to the IESO revenue meter, which is a very high quality meter, but it needs some additional software and modem added to it, we can actually access power quality information from their meter, which is located at the connection point between Hydro One's assets and their facility, and gather that information such that when they do have a power quality event then we have all the information with respect to what's showing up at that point and help them understand what it was.  Was it a voltage sag, it usually is --


MR. BRETT:  Do they all have those meters now?


MR. HENDERSON:  They don't, because it's really up to the customer to say yes, they want the make that the change to their IESO revenue meter.  The customer is the owner of that revenue meter.


MR. BRETT:  I see.  And what percentage have the capability you are talking about?


MR. HENDERSON:  We only introduced that earlier this year, and I believe we now have five customers that have installed that.


MR. BRETT:  I know we are needing to stop, I guess, now.  But one last question on that and then I am finished on this area.


What's the incremental cost of that meter for the customer?


MR. HENDERSON:  The incremental cost for the customer is zero at this point.


MR. BRETT:  Okay.  And the final thing is the power quality working group, there is an attachment, attachment 1 to AMPCO 17, and as you know it's a report of that group -- or really it's a statement of their terms of reference, and then a number of presentations that were made to it by an expert that you retained.


Is that report -- do you have a report from that group Now, from the power quality working group, that could be made available?


MR. HENDERSON:  There is no one report.  There were minutes -- or discussion notes, I should say, from the meeting and actions that were committed to, and Hydro One completed those actions.  We could provide a list of what the actions were.


MR. BRETT:  That might be helpful, if you could do that.

MR. HENDERSON:  Yes, I will provide an undertaking to provide the list of actions from the customer power quality working group that have been completed.


MR. BRETT:  Thank you, Mr. Chairman.


MR. HENDERSON:  And just one clarification I wanted to add, Mr. Brett.  The presentation that's in here from Mr. Alex McEachern from Power Standards Lab in California, who is a recognized expert in power quality and dealing with it in industrial situations.

Actually, we brought Mr. McEachern to our large customer conference two years in a row and provided a power quality symposium, which was one day in length at each of those two conferences for Mr. McEachern to both provide his presentation and to answer any questions that our customers had.


MR. BRETT:  Thank you.  Mr. Chairman, I am going to move on to another topic, and it's not very long, this last topic.  But is this a good time?


MR. QUESNELLE:  It is.  Thank you, Mr. Brett.


MS. LEA:  Just before we break, I just wanted to give a number to that undertaking for list of actions.  That would be J4.4, thank you.  Thank you, Mr. Chairman.

UNDERTAKING NO. J4.4:  TO PROVIDE THE LIST OF ACTIONS FROM THE CUSTOMER POWER QUALITY WORKING GROUP THAT HAVE BEEN COMPLETED


MR. QUESNELLE:  Thank you.  Mr. Griffin, I take it you will not be joining us afterwards, so thank you very much for your testimony this morning.


MR. GRIFFIN:  Thank you.


MR. QUESNELLE:   We will resume at 1:30, thank you.

--- Luncheon recess taken at 12:34 p.m.
--- On resuming at 1:33 p.m.

MR. QUESNELLE:  Thank you, please be seated.

MS. LEA:  Mr. Chairman, I have one housekeeping matter.
Preliminary Matters:


MR. QUESNELLE:  Certainly.

MS. LEA:  I believe that on a previous day an internal audit report was filed that had initially been refused to be produced and then was filed, and my understanding is that has not yet been given an exhibit number, so I propose to do that now.  That will be Exhibit K4.3, and it is an internal audit report.  And we are producing hard copies even as we speak.

MR. QUESNELLE:  Thank you very much, Ms. Lea.

MS. LEA:  Thank you.

DR. ELSAYED:  There were actually two reports.

MR. QUESNELLE:  There were two?

MS. LEA:  Oh, there were two.

MR. QUESNELLE:  There were two, and have we dealt with any requests for confidentiality or any issues, or are we beyond that with these two reports?  I'm trying to --


MS. LEA:  Yeah, absolutely.  I didn't realize.  I am sorry, sir.

MR. QUESNELLE:  Yeah.

MR. NETTLETON:  Mr. Chairman, both reports were produced and are on the public record.

MR. QUESNELLE:  Oh, okay.

MS. LEA:  So can they be one exhibit together, Mr. Nettleton?

MR. NETTLETON:  You are probably asking the wrong person.  I would suggest they be given two --


MS. LEA:  Okay.

MR. NETTLETON:  -- separate exhibits in case people are referring to two different reports.

MS. LEA:  Okay, so how would I distinguish the two of them?  Is there an earlier date or a later date or something we can point to?

DR. ELSAYED:  There is a difference in title.

MR. QUESNELLE:  There's two separate titled --


MS. LEA:  Thank you.

MR. NETTLETON:  So I would suggest that we would capture the title of the documents and assign exhibit numbers to each of the reports.

MS. LEA:  All right.  And those titles are?

DR. ELSAYED:  There is one called the transmission lines preventive maintenance optimization, and the other one is called investment planning.

MS. LEA:  All right.  So the transmission line maintenance-related document will be K4.3, and the second one, I am sorry, Mr. Elsayed?
EXHIBIT NO. K4.3:  INTERNAL AUDIT REPORT RE:  TRANSMISSION LINE PREVENTATIVE MAINTENANCE OPTIMIZATION.

DR. ELSAYED:  Investment planning.

MS. LEA:  Investment planning will be K4.4.  And thanks very much to all for helping me do my job.
EXHIBIT NO. K4.4:  INTERNAL AUDIT REPORT RE:  INVESTMENT PLANNING.

MR. QUESNELLE:  Newbie.

MS. LEA:  Yeah, no kidding.  My grey hairs, thank you, sir.

MR. QUESNELLE:  Okay, Mr. Brett.

MR. BRETT:  Thank you, Mr. Chair, Panel.
Continued Cross-Examination by Mr. Brett:


Gentlemen, did you both sit on the -- I may have asked this.  If I have, I apologize.  Did you both attend each of the five group sessions in wave 2?

MR. HENDERSON:  Yes, we did.

MR. BRETT:  Thank you.

Could you turn up page 9 of the document that we discussed the better part of the morning.  It's Exhibit -- it's your customer engagement document that you filed, and it's --


MR. NETTLETON:  Exhibit B --


MR. BRETT:  Yeah, it's B1, tab 2, schedule 2, attachment 2, I believe.  And you probably know what page I am going to refer to, but I would like you to turn up page 9 briefly.  I just have a short series of questions on this page.

In the second paragraph up there, you say:

"Equipment outages caused by failure or unnecessary repairs/replacements increased 300 percent from two-11 to two-15."

And then you have a footnote opposite "equipment outages", and the footnote at the bottom is what I want to focus on, and I will read it first.  The footnote says -- it defines, as I understand what it's doing, is defining what you mean by "equipment outages" in this context.  And it says:

"The removal of facilities from service, unavailability for connection of facilities, temporary derating, restriction of use or reduction in the performance of facilities for any reason, including to permit the inspection, testing, maintenance, or repair of facilities."

So am I right that's the definition of "equipment outages" for this purpose?

MR. McLACHLAN:  Yes, that's correct.

MR. BRETT:  And what I wanted to ask you about was -- this is a broad -- fairly broad definition, it seems.  I wanted to just give you a couple of examples of some removals of equipment from service or outages that could arise and make sure that they are included in this, that they are in this list.

One of them would be, you could have an outage or removal of equipment from service to connect a new customer; right?  Either a new generator or a new load coming on?

MR. McLACHLAN:  Yes, that's correct.  We could --


MR. BRETT:  And that would be included in this?

MR. McLACHLAN:  That would be included from the perspective that it's required for the execution of planned work to facilitate that connection, yes.

MR. BRETT:  Right.  And the same would be true if you -- for example, if you were asked to relocate a line, this may not be that common at the transmission level, but if you were asked to relocate or re-jig a line to accommodate a provincial government or municipal government initiative, you would take an outage, you might very well take an outage.  If you did that would be included as well; right?

MR. McLACHLAN:  I am just trying to capture the example that you are stating that this would be for one of our existing transmission lines that we would have to --


MR. BRETT:  Yeah, you would have to change the location of it.  We see this an awful lot at the distribution level of the company, and so -- but you have voltage lines that -- transmission lines of varying voltages.

Would you have an occasion when one of those lines, say a 115-voltage line, or another voltage line, would be taken out of service to accommodate a provincial initiative or a municipal initiative?  I can't think of one, I guess.

MR. McLACHLAN:  Yeah, my peer here reminded me of an example.  It doesn't happen that often, the example that you are quoting.  But if we had to do that, where we had to relocate or move from one right-of-way to some other location a transmission line, it would be a capital project of some magnitude, and that outage would be planned work, which would go into a stack of work like this.

MR. BRETT:  It would go in this?

MR. McLACHLAN:  Yes.

MR. BRETT:  And another example I wanted to ask about would be, let's say -- you talk about at the very bottom at the end of the footnote testing, maintenance -- inspection, testing, maintenance, and repair.  So you could have an outage taken to do some testing of a category of assets or some inspection of assets -- of a category of assets, and those would be captured in here, would they?

MR. McLACHLAN:  Yes, most of those would be captured underneath, like, a maintenance requirement, a testing to verify function --


MR. BRETT:  Yeah, and that would be -- that could be part of sort of a regular maintenance program that --


MR. McLACHLAN:  Correct.

MR. BRETT:  So it's not the case that each of these outages that are in this pot, if I can put it that way, it's not the case that each of them are -- each and every one of them is taken in light of some impending crisis; in other words, some repair that must be made, a replacement that must be made immediately.  That's not the case; right?

MR. McLACHLAN:  The footnote itself in reference to the term "equipment outages" is in fact that it's an outage for the equipment, whether it's a --


MR. BRETT:  Regardless of the cause.

MR. McLACHLAN:  Correct.  It can be a planned maintenance requirement, which is scheduled well in advance, versus it can be an emergency repair.

MR. BRETT:  And I take it you probably -- would you happen to have a breakdown of the various categories that we have discussed, or is it really just it's an overall concept.  You haven't actually broken the various causes down of taking the equipment outage, or have you?

MR. McLACHLAN:  We would have that underlying granularity which makes up the stack of each year.

MR. BRETT:  Would we be able to get that as an undertaking?

MR. McLACHLAN:  We can provide that as an undertaking, yes.

MS. LEA:  J4.5.  And can someone just repeat to me what exactly that is?

MR. NETTLETON:  Ms. Lea, I believe I heard the undertaking to be to provide a breakdown as to the types of outages that give rise to the statistic found on page 9 of Exhibit B 1-2-2-2, in the first full bullet point.

MS. LEA:  That's pretty long.  I will put it as breakdown of type of outage, thank you.
UNDERTAKING NO. J4.5:  TO PROVIDE A BREAKDOWN AS TO THE TYPES OF OUTAGES (REFERENCE:  PAGE 9 OF EXHIBIT B1-2-2-2, FIRST FULL BULLET POINT)


MR. McLACHLAN:  Just to clarify, it's the breakdown to type of outages to slide 9 in reference to the 300 per cent increase.

MS. LEA:  Thank you, that's helpful.

MR. BRETT:  Thank you, those are my questions.

MR. QUESNELLE:   Thank you, Mr. Brett.  Mr. Janigan?

MR. JANIGAN:  Thank you, Mr. Chair.  Panel, I have a compendium and I wonder if I could have that marked as an exhibit?

MS. LEA:  Yes, certainly.  That will be K4.5, VECC compendium.  Do we have hard copies of that?
EXHIBIT NO. K4.5:  VECC COMPENDIUM FOR THE IPSOS AND CUSTOMER SERVICE PANEL

MR. QUESNELLE:   We have them on the dais here as well, Ms. Lea.
Cross-Examination by Mr. Janigan:

MR. JANIGAN:  First, I'd like to ask the panel to turn up page 7 of my compendium.  And on page 7, I am looking at the executive summary and it's indicated there, at the first line, that reliability was the most frequently and consistently mentioned need raised by consumers across all of the consultation activities.

Can you tell me whether or not that term "reliability" refers to reliability itself, or reliability risk?

MS. GUIRY:  So that statement in the executive summary comes from a few different questions in the consultation deck.  Most of those questions and answers relate to reliability performance as opposed to --

MR. NETTLETON:  Excuse me, Mr. Chairman, we just want to wait until --

MR. QUESNELLE:   Understood, we will wait until you return, Mr. Thompson.

MR. JANIGAN:  Do you need another copy?

MS. LEA:  Yes, please, Mr. Janigan.  We seem to have run out of them on the dais.

MR. THOMPSON:  Thank you, sorry for the interruption.

MR. JANIGAN:  Sorry, perhaps you could repeat your answer?

MS. GUIRY:  I was mentioning that this conclusion in the executive summary was arrived at from a few different questions in the question deck, and those questions were open-ended in nature, most of them.

And in answering those questions, most of the time the feedback was about reliability performance, not specifically reliability risk.

MR. JANIGAN:  Okay.  On page 10 of my compendium -- I wonder if you could turn that up.  And the answer here indicates that the reliability risk used in the application is different from the NERC reliability risk concept, but they are related.

Reliability risk used in the filing is explained in part 1 above:
"NERC's reliability risk focuses on the bulk electric system reliability rather than the impact of an asset investment plan on a transmission system.  Please refer to the NERC reliability risk management website for more details.  And Hydro One is not aware of any formal reliability risk definition from CEA."

It would appear from that answer that Hydro One's concept of reliability risk is somewhat unique, particularly in the Canadian circumstance.  Would you agree with that?

MR. NETTLETON:  Well, Mr. Janigan, I'm sorry to interrupt, but this evidence is not for this panel.  It was sponsored by Mr. Penstone, and Mr. Penstone is attending the planning panel and reliability risk will be a topic covered by him, including this interrogatory, at that time.

MR. JANIGAN:  Okay.  Let me leave aside the questions about the content of the actual risk itself and ask whether or not you explained this concept to customers, and the relative newness of this particular risk measure?

MR. McLACHLAN:  I think we've already answered this question today.

MR. JANIGAN:  Okay.  I apologize for that.

MR. McLACHLAN:  No, that's all right.  I will just reiterate again what we said before, which is that we did, in discussions with our customers during the presentations, mention that we had a tool at our disposal which was a new tool, a reliability risk model.  We spoke to it at a very high level, and that it was a tool that we were using to be able to get a more forward looking picture of the underlying reliability risk of our asset suite.

MR. JANIGAN:  As well from conversations earlier with my friends, I believe you indicated that you did mention, at least at some of the sessions, that the reliability measurement for Hydro One was in the first quartile.  Am I correct on that?

MR. McLACHLAN:  Yes, as I mentioned this morning, and I gave it a little bit more thought at the break, but we did mention at, I believe, all of our consultation meetings that in reference to one of the two subsystems, which was the multi-circuit system, that we are top quartile.

MR. JANIGAN:  And on page 11 of my compendium, it shows in figure 9 and figure 10 that by some measures, in fact your reliability is improving.  Did you show survey participant this data before you asked your questions?

MR. McLACHLAN:  Is this in reference to your page 11 of your compendium?

MR. JANIGAN:  That's correct.

MR. McLACHLAN:  So page 11 of the compendium is the overall frequency, which is the SAIFI, and the overall duration, which is SAIDI.

MR. JANIGAN:  Yes.

MR. McLACHLAN:  And these two charts here are the charts that are on page 10 of the customer consultation deck.

MR. JANIGAN:  Okay.

MR. McLACHLAN:  And we did discuss them at length in each presentation.

MR. JANIGAN:  That reliability in some measures was actually improving?

MR. McLACHLAN:  Again, I will reiterate similar to what I said yesterday with Ms. Blanchard, that if you take a short-term look at reliability over the five-year period, you do see a slight improvement in reliability, but that reliability needs to be looked at in a longer-term time frame.

So we had indicated that in the presentation -- or in the consultations as we spoke to customers, that there is a slight improvement if you take the short-term, the last two years.

MR. JANIGAN:  When I am looking at figure 9 and figure 10 -- maybe I am misreading this, but it looks like from 2006 to 2015, in each case the measures are improving; are they not?

MR. McLACHLAN:  If you take a look at which -- let's take a look at figure 10.

MR. JANIGAN:  Yes.

MR. McLACHLAN:  Figure 10 is the SAIDI, the duration of interruptions.

MR. JANIGAN:  Yes.

MR. McLACHLAN:  Again, if you were to draw an average line over 2006 to 2015, you would see that it would be an average of approximately 60 minutes over that ten-year time frame.

MR. JANIGAN:  Yes.

MR. McLACHLAN:  And again, apart from the 2014 and '15, you would see that it very much is a longer-term average that you need to look at.  The average in '13, '14, and '15 would be below the stack.

MR. JANIGAN:  Well, if, you know, if those two are kicked out presumably the outlier of 2011 would be kicked out, which I assume is part of your averaging.  It seems to be a bit of an outlier year; is that correct?

MR. McLACHLAN:  It is a large stack for that year.  As we indicated in the customer consultation presentation deck, half of the duration for that year was due to one event in northern Ontario.  It was a forest fire.

MR. JANIGAN:  Yes.

MR. McLACHLAN:  However, those events have to be included in the reporting for transmission SAIDI because they do not fit the criteria for a force majeure exclusion.

MR. JANIGAN:  Okay.  So you think 2014 or 2015 is anomalous and that we shouldn't read too much into that improvement from 62 in 2006 to --


MR. McLACHLAN:  Correct, because of the argument that reliability should never be looked at as a short-term measure because of the volatility that occurs.  It's better to look at it as a longer-term five-year measure.

MR. JANIGAN:  Okay.  One other assessment of the capital spending in the future or at least in the past was provided by the Auditor General's report and their comments with respect to the reliability of the estimates for capital expenditures by Hydro One.

Was any of that information put before your customers, or did they have access to that information?

MR. McLACHLAN:  There was no discussion around the Auditor General report as part of this customer consultation deck.  However, the report is in the public forum, has been since well before this customer consultation occurred.

MR. JANIGAN:  Okay.  So you didn't address specifically the negative comments of the Auditor General associated with any forecasts of capital expenditures.

MR. McLACHLAN:  No.

MR. JANIGAN:  Okay.  I wonder if you can turn up page 13 of my compendium, please.  And as I understand it, Hydro One did two other surveys, the Ontario -- or two surveys in addition to the consultation:  The Ontario Grid Control Centre, OGCC, and the North Star large customer survey.

What was the purpose of doing these in addition to the IPSOS consultation?

MR. HENDERSON:  I will deal with the Ontario Grid Control Centre survey first.  It focuses specifically on the transactions and interactions that take place between the Ontario Grid Control Centre, so areas such as real-time operations from the control room, planned -- or outage planning, follow-up to operating events.  Those are the types of interactions that take place between the Ontario Grid Control Centre and customers, and the purpose of that -- this particular survey is to measure customers' perception of the -- their level of satisfaction with the quality of those interactions between the Ontario Grid Control Centre and transmission customers, quality of interactions, and also obviously trying to do this on a long-term basis so that we have a trend.

MR. JANIGAN:  Okay.  And on page 14 of the compendium it seems that they appear to survey the same populations of LDCs, generators, and large end users that were involved with your IPSOS consultation?

MR. HENDERSON:  That's correct; same customer base.

MR. JANIGAN:  And if we look on page 15 of my compendium, and which is also part of Exhibit B, tab 1, schedule 3, page 17 in the evidence, it appears to show that customers are less satisfied with Hydro One Transmission operations than in the past, to a slight extent, anyway.

Is that consistent with the IPSOS consultation?

MR. HENDERSON:  They are quite separate.  We did not receive any commentary from customers in the IPSOS consultation with respect to the performance of the Ontario Grid Control Centre or satisfaction with it.  Obviously the customer consultation with customers was primarily focused on the different potential sustainment investment levels and related impacts of that.  So they are really quite separate.

MR. JANIGAN:  And who does this survey?

MR. HENDERSON:  I believe it's the same company.  It's North Star that does both the, what we refer to as the large transmission customer satisfaction survey and the Ontario Grid Control Centre survey.

MR. JANIGAN:  I wonder if you could turn up page 17, and this deals with the North Star survey that was provided to you in December of 2015, and given the IPSOS --


MR. HENDERSON:  Sorry to interrupt.  On my page 17 it's in -- I have an interrogatory listed from School Energy Coalition.

MR. JANIGAN:  It would be on page 18, I believe, sorry.

Given the IPSOS survey and the OGCC survey -- or IPSOS consultation, I should say, and the OGCC survey, what was the purpose of this survey?

MR. HENDERSON:  The purpose of the large transmission customer satisfaction survey is to understand the level of customer satisfaction with the types of interactions that occur across the rest of the organization with large transmission customers separately from the interactions that occur through OGCC.

So it's looking at things such as, we have frequent interactions, for instance, with customers on new connection projects, we have different discussions related to regional supply planning.  Every day at Hydro One there are a lot of interactions with customers.  As I mentioned, OGCC is one level.  Connect -- new connections are another type of interaction that happen, regional supply planning, the planning of individual sustainment projects, because they all have an impact on customers.  There is a great deal of discussions that occur between our planning group and customers for new sustainment projects.

So there is a constant interaction, I would say, between transmission customers and various groups within Hydro One.  This particular survey is looking at the level of customer satisfaction with those types of interactions and transactions that are not based at OGCC.

MR. JANIGAN:  Okay, and if I look at page 19, which is an extract from the survey -- and actually, this was filed in response to the Interrogatory No.13, SEC's Interrogatory No. 13.  When I do a quick comparison to the IPSOS survey, the results don't seem to line up all that well, in particular on this -- with this particular question, the level of overall satisfaction seems to go up and down.

And as well, on page 23 of my compendium it also seems to indicate that there are concerns with Hydro abilities -- ability to respond and make decisions promptly with respect to customer concerns.

Can you comment on why these differences are occurring?

MR. HENDERSON:  As I mentioned earlier, the IPSOS consultation was completely separate from anything related to what's covered in the transmission customer satisfaction survey, and it really represents input from customers at that one point in time.  And it was focused primarily on different levels of potential sustainment capital investment, so we really didn't try to engage customers in that customer consultation and all the other interactions.  We were seeking to understand their needs and preferences specific to potential sustainment capital, as opposed to the transmission customer satisfaction survey does ask for customers' perceptions with respect to a wide range of different types of interactions.

Clearly, we do use this satisfaction survey to identify what are the areas of our interactions with customers that we want to improve, and that's exactly the purpose of this sort of question.

MR. JANIGAN:  Would it be fair to say that this survey is more quantitative, and your IPSOS consultation was basically qualitative?

MR. HENDERSON:  I think that would be fair to say, though keeping in mind the sample size of the transmission customer group is quite small, and so we always have to take changes that we see year over year with a bit of a grain of salt because small changes -- given there is a pretty small sample size, so small changes in respondents can lead to relatively large percentage change.

So we always look at it over the course of, say, three years from a trending perspective.

MR. JANIGAN:  And on page 24 of my compendium, I am just looking at the metric that's value for money and it looks like there you're LDCs which provide, I understand, 92 percent of your revenue, there has been no real improvement overall in the tropic view of value for money has gone down slightly and, with respect to the end user, it's gone up slightly.

So would you agree that it shows not necessarily a great deal of enthusiasm for any improvement in Hydro One's performance, with respect to value for money?

MR. HENDERSON:  Yes, first the change, the quantum of change in the range of 2 to 3 percent is -- from a statistical point of view, you could say it's exactly the same.  So I would be cautious taking any conclusions out of this degree of change.

And the second item I'd point out in this, the question that talks about value for money, since it is a standard question that has been used for a number of years, one of the pieces of feedback that we do hear on this question is some customers look at this as what -- in terms of value for money with respect to just their transmission service, and some customers are thinking about value for money in terms of their total electricity bill because the actual question that we use in the survey doesn't specify what context we are asking in.

MR. JANIGAN:  Okay.  I wonder if you could turn up page 26 of my compendium, please.  And here it indicates that a third-party review didn't take place because -- in favour of doing customer engagement prior to developing the investment plan.

Now, I take it that while you surveyed or consulted with customers as set out here, that you weren't able to survey customers on how much you were intending to spend and show them the expected results of that spending, were you?

MR. McLACHLAN:  I guess I am just trying to understand.  You have us looking at your page --


MR. JANIGAN:  26.

MR. McLACHLAN:  -- 26 of your compendium?

MR. JANIGAN:  Yes.

MR. McLACHLAN:  And can you just repeat your question? I am trying to understand how it relates to what's on the screen.

MR. JANIGAN:  Well, number one is it shows that you undertook customer engagement in lieu of -- or at least to accommodate the time factor, instead of a third-party review.  And I am suggesting that the customer engagement that you undertook was -- you didn't necessarily have time to survey customers on how much you were intending to spend and show them the expected results of that spending.

Am I correct on that?

MR. HENDERSON:  You are correct.  But I need to go back to the purpose of the customer engagement, which was not -- we needed to do it prior to developing the investment plan.  So we did not know at that point in time what we would be filing in terms of the transmission investment plan, because the customer engagement was seen to be a critical input to that development.

That's the reason that we chose to develop and present illustrative scenarios with a wide range of potential investments, and seek customers' input so that we would understand what their needs and preferences are prior to finalizing the transmission investment plan.

MR. JANIGAN:  Okay.  And the results of your consultation and surveys were shared with those units that were doing the capital planning?

MR. HENDERSON:  That is correct.

MR. JANIGAN:  Okay.  Now finally, I want to return to a theme that Mr. Rubenstein was developing this morning, looking at the big picture in relation to consultation in general.

And to some extent, I'd like to have this question addressed to Ms. Guiry, where you've had -- this is somewhat of an unusual kind of exercise, insofar as your client is a virtual monopoly.  It has 98 percent of the transmission business in Ontario.  You understand that, correct?

MS. GUIRY:  Yes, that's correct.

MR. JANIGAN:  And their major customers are LDCs, which provide 92 percent of the transmission revenues.  Do you understand that to be correct?

MS. GUIRY:  Correct.

MR. JANIGAN:  And effectively, the rates that are paid for transmission by LDCs are passed through to end-use customers; you understand that?

MS. GUIRY:  Yes.

MR. JANIGAN:  Okay.  So effectively, what you are dealing with is a non-competitive situation with a fairly non-elastic demand for transmission services.  Am I correct?

MS. GUIRY:  Correct.

MR. JANIGAN:  Would you expect in this circumstance that LDC customers would be most concerned with delivery of the product, rather than the price?

MS. GUIRY:  I have to go back to what our remit was for this particular customer engagement, as defined in the scope of work as transmission-based customers.

MR. JANIGAN:  Yes.

MS. GUIRY:  So we formulated what we felt was an appropriate design and methodology and question deck, to allow customers to provide their needs and preferences on the topic among transmission-based customers.

MR. JANIGAN:  Yes, I am not questioning the design of your consultation.

I am just looking at it from the standpoint of the relationship between the different stakeholders here, that if you have a circumstance where your major customer -- the major customers in this case, LDCs -- have to purchase from transmission and that amount is passed through to their customers, their main concern is likely to be whether or not they have the product on hand to deliver to the customers rather than the price, given the reality of the pass-through.  Wouldn't you agree with that.

MS. GUIRY:  I don't know if I would agree with that or not.

MR. JANIGAN:  Okay.

MS. GUIRY:  I have to go back to -- we were tasked with scoping a consultation for the client, who defined who the audience would be.  And that's what I can speak to.

MR. JANIGAN:  Well, okay.  Okay.

MR. HENDERSON:  I think the other thing I want to add, Mr. Janigan, is there were several LDCs during the discussions that pointed out their customers are price sensitive, and that they were concerned with the fact that as the billing agent to those customers, they would be the party that would have to answer questions related to any increases.

MR. JANIGAN:  Okay.  My experience has been that parties that pay rates, or have levied rates against them in a regulatory proceeding, are fairly anxious to participate in those proceedings or intervene before the regulator.

Why don't the LDCs do so, with respect to your rates?

MR. NETTLETON:  Well, Mr. Chairman, I am objecting to the question because it calls for speculation.  Obviously, this panel are not LDCs, and other than Hydro One, and Hydro One is here, but I don't think it's a fair question to have this panel speculate as to why other LDCs in this province aren't in this room.

MR. JANIGAN:  I will rephrase the question.  Have any of the LDCs indicated to you why they don't intervene in OEB proceedings involving Hydro One rates?

MR. HENDERSON:  I have never had an LDC tell me why they don't intervene.  Occasionally we -- I believe they have some -- a very few of the LDCs have registered as intervenors, but I have never had any of them ask about participation or give any reasons why they don't participate.  So unfortunately, that's all I can tell you.

MR. JANIGAN:  As I recall, they used to intervene in the old Ontario Hydro days; do you recall that?

MR. HENDERSON:  Obviously in a much different regulatory regime that was in effect at that time.

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. Girvan?

Cross-Examination by Ms. Girvan:

MS. GIRVAN:  Thank you.  I don't have too much.  Lots has been covered with this panel.

Ms. Guiry, I just wanted to follow up, you have been referring quite a bit to your scope of work.  Do we have a document in the record that sets out your scope of work?  Did you file the terms of reference?  I can't recall.

MS. GUIRY:  I am not certain there is something in evidence to reflect the statement of work, no.

MS. GIRVAN:  Could you provide that?

MS. GUIRY:  We could, yes.

MS. GIRVAN:  That would be helpful, thank you.

MR. THIESSEN:  We will call that Undertaking J4.6.
UNDERTAKING NO. J4.6:  TO PROVIDE A RECORD THAT SETS OUT MS. GUIRY'S SCOPE OF WORK.

MS. GIRVAN:  So I just have a few general questions, really fairly high level.  And this is for the Hydro One witnesses.

Set out in Exhibit B1, tab 2, schedule 2, page 2, which is the evidence referring to your customer engagement, it says that Hydro One -- at the very top it says that Hydro One regularly communicates with its customers through various avenues:  The customer business relations group, the OGCC customer operating support group, customer account executives, and planning activities by its asset managers.

And you also down a little bit further, I think on page 5, you talk about the customer advisory board.

So it does say that you meet regularly, twice a year, I think, with the customer advisory board.  Would you agree that that hasn't really been happening over the last year?

MR. HENDERSON:  I'd absolutely agree.  That hasn't happened in the last year.

MS. GIRVAN:  Okay.  And you know that I am on that committee, so --


MR. HENDERSON:  Yes.

MS. GIRVAN:  -- that's -- I just wanted to confirm that.

MR. HENDERSON:  And we are glad you are.

MS. GIRVAN:  Yeah.  Well, thank you very much, it's nice to be appreciated.

Anyway, the evidence also states that the mandate is being reviewed to further sharpen its focus, and I just was looking for a status about that.  I know that internally Hydro One has been looking at the customer advisory board and whether or not it's an appropriate vehicle to gather input from the industry, and I just wondered if you can give me an update or the Board an update on the status of that.

MR. HENDERSON:  Yeah, absolutely, we are evaluating what's the most effective mandate for that customer advisory board, and I expect we will reach a decision on that and communicate the decision to the affected parties in the first quarter of 2017.

It has had a useful purpose.  One of the reasons we do need to re-evaluate exactly what is the mandate of that is, obviously with the OEB's focus on customers, we want to ensure that we are making the most effective use of that board, and the board, as you know right now, is really a mix of distribution and transmission and customers and what we would typically refer to as stakeholders, so it's -- you know, given the changes in the industry and the direction from the OEB, it's certainly time to review, how do we make the most effective use of that particular venue.

MS. GIRVAN:  Okay.  And that venue is used both by the distribution side of the company and the transmission side of the company.

MR. HENDERSON:  It has been, correct.

MS. GIRVAN:  Okay.  Thank you very much.

Now, can you just tell me -- and I have been struggling with this a little bit through looking at the results of the IPSOS work.  At a high level can you explain to me the difference between the views of your large industrial customers and the LDCs?  In terms of the critical issues that they are most concerned with?

MR. HENDERSON:  Correct.  The most obvious difference between LDCs and industrial customers is industrial customers have a sharper focus and sensitivity to the frequency of interruptions rather than the duration of interruptions.  As we had more than one customer tell us, if the power is interrupted for a minute it might as well be for eight hours, because that's how long it takes to restart my process.

And industrial customers also are subject to very critical health and safety concerns for their staff, as well as environmental concerns, as a result of a power interruption.  A classic example would be a refinery.  It only takes a very small blip in the power supply and the refinery is emitting nasty black smoke out of the stack and they are automatically into environmental compliance issues.

So industrial customers are very sensitive to the frequency of interruptions.  Local distribution companies were much more concerned about the duration of interruptions.

MS. GIRVAN:  Okay.  And if you could turn to page 10 of that exhibit that we were looking at before, Exhibit B1, tab 2, schedule 2, and it does talk there about LDCs' views, and it says there that:

"LDCs expressed that their customers were increasingly expecting fewer to no service interruptions, while the desire for low or competitive costs is universal..."

What's that word, sorry?  "Universal":

"...and sensitivity to rate increases varied between groups."

How does the sensitivity to rate increases vary between the groups?

MS. GUIRY:  I think what this -- this isn't an IPSOS statement.  It's been paraphrased, I think, from the IPSOS report, but I can tell you from the IPSOS report I would look back to, again, the distinction between north and south industrial LDC.  Industrial customers were, I would say, you know, quite substantially more willing to accept scenario 3, which had the more significant mitigation of reliability risk at a higher rate impact than LDCs, would generally be what I think this is paraphrasing.

MR. HENDERSON:  And if I can add to that.  The phrase here is:

"LDCs also expressed their customers were increasingly expecting fewer to no service interruptions."

Another reason that we felt it was inappropriate as a customer consultation to talk to LDC customers is this -- LDCs' customers, their reliability -- service reliability does not directly correlate to the transmission delivery point reliability in most cases, because most LDCs have multiple sources of supply and more than one delivery point, so the phrase here that their customers are increasingly looking for fewer to no service interruptions is what their customers are saying to the local distribution company, and the way that we translate that into -- and as well as what came up in the IPSOS survey -- that LDCs are very concerned about duration of outages, is the longer an outage takes place, the greater the risk that something may happen to the other part of a redundant supply or another supply and then their customers will be interrupted.

MS. GIRVAN:  Okay.  And just a question really clarifying.  When a distribution customer experiences an unplanned outage, so let's say my power goes off, is it usually distribution-related or transmission-related?

MR. HENDERSON:  I can't really tell you that.  I think that would depend upon the individual distributor and --


MS. GIRVAN:  Well, say within Hydro One, do you know?

MR. HENDERSON:  Within Hydro One, the usual experience of a Hydro One distribution customer would be their power interruption is due to something that has happened in the Hydro One distribution system.

MS. GIRVAN:  Okay.  All right, thank you.  And I think you said -- and you confirmed this before, but I just want to be clear -- that some LDCs do express concern about rising bills?

MR. HENDERSON:  Absolutely.

MS. GIRVAN:  Okay.  Now do you -- I know that you consulted with your customers with respect to the transmission system plan, and that's the outcome of the IPSOS study.

Do you have any future plans to consult with your customers beyond that set of issues?  I mean, it was really focused on reliability and your capital plan.  I just wondered if you have any plans to consult on other issues like rate increases, like your compensation levels, things like that?

MR. HENDERSON:  I will take sort of one step back before I answer that question, and the step back I am going to take is we do have a lot of interaction with transmission customers.  They are not that big a group, they are, you know -- say roughly 200 customers is what we are talking about.  That's not the exact number, but that gives you the approximate quantum.

Between the fact we have real-time operations out of the operating room, outage planning with all these customers, we talk to them about sustainment projects, we are heavily in discussions with them on regional supply planning.

The one part we actually felt, as we were considering development of the transmission investment plan, that we wanted more customer input on was a system-wide perspective on sustainment and reliability risk because really, at a connection project level, a sustainment project level, a regional supply planning level, there is a lot of customer engagement going on.

So that was one of the reasons we really wanted to focus on sustainment, and the impact of sustainment investments as it effects reliability and reliability risk because we haven't had that type of holistic system performance discussion with our customers before.  And we found out they really appreciated it, and they want to hear that on a continuing basis.

So our plans are to continue to have that sort of discussion with customers, as well as continuing all the other -- what I would call it day-by-day discussions, which are really customer engagement in that sense.  That is what we use to inform our decisions on a day-by-day basis as well as feed them up into the type of filing that we have here.

MS. GIRVAN:  Okay, I think -- I understand that.  I think I was sort of referring to sort of more broad consultation about how they feel about how you are running your company, in terms of, like I said, compensation levels and that type of thing, your productivity, anything like that.

I mean, I understand the whole focus on reliability and that aspect of the business.  But I am sort of looking more broadly.  How do they really feel about how well Hydro One is doing as a corporation overall?

MR. HENDERSON:  At this point, we don't have plans on that type of consultation.  We do use vehicles such as the transmission customer satisfaction survey, because there is a number of open-ended questions that customers can use to give us their input and opinions on that.

But at this point we don't have plans to take it to a very broad level such as you are noting on compensation levels, as an example.

MS. GIRVAN:  Okay.  Have you ever done any sort of combined transmission and distribution consultation with your customers?

MR. HENDERSON:  No, we haven't.

MS. GIRVAN:  So that's done completely separately.

MR. HENDERSON:  Correct.  And I will just add I think that would be a really difficult consultation because of the mix of -- and trying to explain the two different businesses and the dynamics within each business, and exactly what we are looking for from customers.

MS. GIRVAN:  Okay.  And with respect to the Northstar survey, is that the transmission -- what's that called again?

MR. HENDERSON:  The transmission customer satisfaction survey.

MS. GIRVAN:  Yes.  And what was the sample size for that?

MR. HENDERSON:  The sample -- all transmission customers are invited to participate.

MS. GIRVAN:  Yes.

MR. HENDERSON:  I think there are the numbers in one of the tables -- give me a moment?  I will have to leaf through.

MS. GIRVAN:  Okay.  And this is done annually; is that correct?

MR. HENDERSON:  That's correct.  And it's the one I explained we offer in two different waves, a spring wave and a fall wave.

MS. GIRVAN:  Yes, I understand.

MR. HENDERSON:  But an individual customer can only participate in one of those.

So if we look at Exhibit B 1, tab 1, schedule 3, section 4.1, customer surveys and table 1.

MS. GIRVAN:  Okay, I have that in front of me, thanks.

MR. HENDERSON:  So that's the number of customers in each segment who participated in the 20 is a satisfaction survey.

MS. GIRVAN:  And I think you said -- you can tell me if I am wrong -- the fact that the sample size was relatively small, that you have to take those results with a grain of salt.  I think you said that to Mr. Janigan.

MR. HENDERSON:  In terms of year over year change, yes.

MS. GIRVAN:  So wouldn't that also be true with respect to the IPSOS work, that you have to take it with a grain of salt given the sample size?

MR. HENDERSON:  Well, the IPSOS work, as explained by our colleagues, are qualitative and directional in nature absolutely.  But the -- I may get -- I may use the wrong phrase according to my colleagues, but the general sentiment was quite clear in the feedback that we received from customers.

MS. GIRVAN:  Okay.  But given the sample size, you have to take it for what it is.

MR. HENDERSON:  It is not a quantitative consultation.  It is qualitative.

MS. GIRVAN:  Okay, thank you.  Those are my questions, thank you very much.  And have a nice retirement.

MR. HENDERSON:  Thank you.

MR. QUESNELLE:   Thank you, Ms. Girvan.  Ms. DeMarco?

MS. DeMARCO:  Thank you, Mr. Chair.  I do have a compendium of documents that we've given to Board Staff and the panel.  It's entitled "Cross-examination compendium for the IPSOS panel from Anwaatin Inc."  I wonder if I might have that marked as an exhibit.

MR. QUESNELLE:   Thank you.

MS. LEA:  K4.6.
EXHIBIT NO. K4.6:  CROSS-EXAMINATION COMPENDIUM FOR THE IPSOS PANEL FROM ANWAATIN INC.


MR. NETTLETON:  Mr. Chair, could we take a two-minute pause?  There is just a sunlight issue that's affecting the witnesses.

MR. QUESNELLE:   Yes, can we get some shade management.

MR. QUESNELLE:   Yes, can we get some shade management.

MS. LEA:  Yes, we can do that.

MR. QUESNELLE:   Okay, are we set?  Okay.

MS. DeMARCO:  Are we okay there?

MR. QUESNELLE:   Yes, Ms. DeMarco.  We have all we need in front of us.  The panel has the compendium, the witness panel.  Thank you.

MS. DeMARCO:  Let me just be very clear as to what this is.  This is again my OCD tendencies, because I am not able to flip through documents.  This is just excerpts from the evidence.

I will be referring very specifically to Exhibit B1- 2-2, attachment 1, and that's the first yellow tab.  The second is the presentation from Hydro One which is an attachment to that, which is entitled "Transmission customer engagement".  And the last document is the online consultation tool, which was filed as Exhibit B1-2-2, attachment 3.  I also have two other evidence references throughout, so no surprises there.

I have an attempted, panel, to streamline my questions in an attempt to pare out or avoid what my colleagues have already asked.  So advanced apologies, if this seems disjointed in any way, shape, or form.

My questions are focused only on three main areas.  The first is the process and timing around the consultation.  The second is the participants in the consultation, and the third is -- I promise a few, and only a few -- more clarifications on the concepts of reliability, reliability risk, and interruption risk.

So let's start with the purpose and objectives of the IPSOS work very specifically.  And if I can take you to tab 1 of our binder -- of our compendium, at page 3 there, I understand that at a very high level the IPSOS process was meant to engage customers, first and foremost; is that fair?

MS. GUIRY:  Correct.

MS. DeMARCO:  And seek feedback; fair?

MS. GUIRY:  Correct.

MS. DeMARCO:  And ensure that the application responds to that customer feedback?  Is that fair?

MR. HENDERSON:  The purpose of the consultation was certainly to provide the information, and then it was really the accountability of the planning organization that was creating the transmission system investment plan to take that into account and use it as a mechanism that informed what went into the investment plan.

MS. DeMARCO:  I am going to take you to page 3 of the IPSOS report, and specifically at the second paragraph on that page 3 it indicates that:

"Further, Hydro One's application filing must demonstrate that services are provided in a manner that responds to identified customer practices".

Do I have that right?

MR. HENDERSON:  That's correct.

MS. DeMARCO:  So that was your intent to respond to those; fair?

MR. HENDERSON:  That's correct.

MS. DeMARCO:  Thank you.  So at the bottom of that page as well, second column, second-last bullet, it indicates that it's also intended to contribute to better and objective analysis of customer input; do I have that right?

MR. HENDERSON:  That's correct.

MS. DeMARCO:  So this is meant to be an improvement on past practice; is that right?

MR. HENDERSON:  Yes, through the process of customer engagement and seeking input regarding their needs and preferences, yes.

MS. DeMARCO:  Great.  So better than what you have done in the past.

Presumably by retaining IPSOS to undertake this, this is part of the improvement process; is that right?

MR. HENDERSON:  That's correct; we wanted to ensure that we had an independent third party with the appropriate experience and expertise to help us design the consultation and to really hold the pen, so to speak, in terms of writing the report to ensure that it was not -- it was unbiased and unvarnished.

MS. DeMARCO:  Great.  And if I understood your objectives as well, not only do you attempt to be better, but you want to be best in class at this; is that right?

MR. HENDERSON:  That's absolutely a goal.

MS. DeMARCO:  So if I read your first -- your first paragraph on that page, it says:

"By engaging IPSOS, a third-party research firm, the company set out to establish a best-in-class consultation process."

So you wanted this process to be best-in-class.

MR. HENDERSON:  That's correct.

MS. DeMARCO:  This specific process.

MR. HENDERSON:  Yes.

MS. DeMARCO:  Thank you.  And if I understood your responses to Ms. Blanchard and Mr. Rubenstein, that attempt to be best in class was undertaken by first consulting with directly connected transmission industrial customers; is that fair?  Or not first, but by consulting with industrial customers who are directly connected; is that fair?

MR. HENDERSON:  They are one of the customer segments; that's correct --


MS. DeMARCO:  And then second --


MR. HENDERSON:  -- they weren't first per se.

MS. DeMARCO:  Right.  And generators would be one of the customer segments that you --


MR. HENDERSON:  That's correct.

MS. DeMARCO:  -- directly connected generators.  And third, by consulting with LDCs, who are effectively there to represent their end-use customers; is that right?

MR. HENDERSON:  That is correct.

MS. DeMARCO:  And revenue-wise, we have covered that 8 percent of that revenue is the first two categories; is that fair?

MR. HENDERSON:  Correct.

MS. DeMARCO:  And 92 percent of your revenue from transmission is from the end-use LDC customers?

MR. HENDERSON:  That is correct.

MS. DeMARCO:  And if I understood you correctly, Mr. Henderson, you expected that each of the LDCs that were there were representing their own end-use customers; is that right?

MR. HENDERSON:  Yes, we depend upon them to represent the views of their customers.

MS. DeMARCO:  And fair to say that's the only way for those end-use customers to provide feedback, was through their LDC; is that fair?

MR. HENDERSON:  In terms of the customer consultation, yes.  As Mr. Hubert described last week, there is also a separate stakeholder consultation process, and many constituent groups are represented in that stakeholder process, and their views are made known through both that process and obviously, then, through this hearing process.

MS. DeMARCO:  And if I understand it correctly then, if an LDC did not participate in the IPSOS process, their end-use customers were not represented by that LDC?

MR. HENDERSON:  Correct.

MS. DeMARCO:  And so looking at the revised schedule of the number of participants, this is what I understand to be K4.1 filed today.  Do I have that correct?

MR. HENDERSON:  Sorry?

MS. DeMARCO:  Sorry, looking at K4.1, which is your updated --


MR. HENDERSON:  That's correct.

MS. DeMARCO:  That's right.  Do I understand that a total of 25 LDCs participated in the process?

MS. GUIRY:  That's correct, 25 LDCs participated across the waves.

MS. DeMARCO:  And there was no overlap.

MS. GUIRY:  There is overlap.  There is five overlap, so 20 unique LDCs.

MS. DeMARCO:  Thank you, that's very helpful, Ms. Guiry.

Can I ask you to turn to your report, and specifically on pages 38 through 40.  These are the appendices, and what we have got in Appendix -- the first appendix is the wave 1 participants.  Is that correct?

MR. HENDERSON:  That's correct.

MS. DeMARCO:  And reading through that, it appears as though we have no -- actually, one LDC from the north; is that right?  Thunder Bay?

MR. HENDERSON:  That is correct.

MS. DeMARCO:  No other LDCs from the north?

MR. HENDERSON:  That is correct.

MS. DeMARCO:  And looking at wave 2 consultation, it appears as though we have one LDC from the north?

MR. HENDERSON:  Sorry, could you repeat that question?  In wave 2?

MS. DeMARCO:  Yes, looking at that, it appears we have one LDC from the north there, Sudbury Hydro?

MR. HENDERSON:  I believe that's correct.

MS. DeMARCO:  And looking at -- on page 40, the list of participants, we have that same LDC Sudbury Hydro participating from the north and none others?

MR. HENDERSON:  Yes, that's correct.

MS. DeMARCO:  And so of those 20 unique LDCs that were consulted, Ms. Guiry, fair to say that two potentially represented northern customers?

MS. GUIRY:  Correct.

MS. DeMARCO:  And also fair to say at no point do we have all the northern customers represented by Hydro One Distribution represented?

MR. HENDERSON:  Hydro One Distribution doesn't appear in any of these, as you have noted.  And the reason for that is simply Hydro One Distribution was involved in all the discussions regarding the materials development for the customer consultation.  Hydro One Distribution -- the planning aspects of Hydro One Transmission and Hydro One Distribution are all within the same line of business.  We literally all sit on the same floor in the building.  There are frequent discussions back and forth between Hydro One Transmission and Hydro One Distribution on all aspects of the planning environment and the planning needs.  And so our conclusion was there was no incremental benefit to actually have Hydro One Distribution representatives as formally part of these discussions.

MS. DeMARCO:  Given all that extensive consultation with Hydro One Distribution, Mr. Henderson, could you undertake to provide us with each and all of the comments provided by Hydro One Distribution to Hydro One Transmission that fed into this application?

MR. NETTLETON:  Mr. Chairman, I am objecting to the question.  The level of granularity that Ms. DeMarco has just asked the witness is just far in excess at this stage in the process.

If there was that type of request, we could have dealt with it in the IRs, or in motion days, or at the technical conference that was held.  But to have this type of request come at this stage in the hearing, it seems unreasonable and I object on that basis, sir.

MR. QUESNELLE:   Ms. DeMarco?

MS. DeMARCO:  Mr. Chairman, of course I couldn't have been aware that the witness was going to respond that there was exhaustive consultation between Hydro One Transmission and Distribution until he just answered this question.

So in fairness, had I had notice that that was the interaction between the parties, I would have most certainly followed the due process afforded by the Board.

MR. QUESNELLE:   Mr. Nettleton, you characterized it as granularity and being perhaps -- are you implying that it would be onerous to respond?

Perhaps we could do this in two stages, Ms. DeMarco. Are there written comments, or was there any comments from distribution to transmission based on the consultation?

MR. HENDERSON:  Hydro One Distribution was part of the team that developed all of the materials related to this, and I am not certain we have written comments on specifically to this, as Hydro One Distribution is literally side by side and those discussions from a planning perspective is taking place every day.  Plus in their involvement in the development of the consultation materials, they reflected their views through that.

But it was a team approach and I don't think we have what I would call official Hydro One Distribution written comments.

MR. QUESNELLE:   So to the extent that you have been relying on the LDCs to be the voice of the distribution customers of all other distributors other than Hydro One Distribution, how did you capture what could have been fed through to Hydro One Distribution from its customers?

I recognize that the team effort here meant facilitating and putting the materials together.  But as far as what's been captured within the IPSOS report, where is the voice of the Hydro One Distribution customer?  Where would we find that?

MR. HENDERSON:  Within the IPSOS report itself, I don't think -- I think it would be fair to say the Hydro One distribution voice is not explicitly noted in the IPSOS report, because they were not official participants in the IPSOS customer consultation process.

I think it is fair to say that within the development of the transmission system plan, the transmission planning function had inputs because of the ongoing discussions with Hydro One Distribution in terms of what they felt was important and presumably, that has to represent their customers.

MR. QUESNELLE:   Anything further on that, Ms. DeMarco?  I don't take it that there is anything in writing that you would be able to receive.

I think Mr. Henderson has captured the relationship and the nature of the content from distribution.  Whether it's directly a passing-on of comments they received directly from the customers or not, I don't think you are going to get anything in writing.  I don't think there is anything.

MS. DeMARCO:  Let me just ask one further question.  How might then my clients, who are Hydro One distribution customers, determine what Hydro One Distribution has said on their behalf?

MR. HENDERSON:  I'd suggest the only way to do that would be to ask Hydro One Distribution with respect to what they understand are the concerns of your clients.

Certainly in terms of what we have heard through all the ongoing processes with Hydro One Distribution, their concerns with regard to reliability and reliability risk, as well as concerns with rate fatigue of end-use customers, have been consistent, completely consistent with what we have heard from other distributors.

MS. DeMARCO:  I would like to move on to a few questions about timing.

And as I understand this, Ms. Guiry, the consultation waves 1 to 3 were undertaken between March 9th and March 31st; is that fair?

MS. GUIRY:  I believe there was a final one-on-one in wave 1 on April the 8th.

MS. DeMARCO:  So March 9th to April 8th, is that fair?

MS. GUIRY:  Yes, that's fair.

MS. DeMARCO:  And then your report, which is included at tab 1, was filed sometime in April; is that fair?

MS. GUIRY:  The final draft was submitted April 18th, I believe, subject to check, is the right date.

MS. DeMARCO:  Thank you.  You have anticipated my question.  And the presentation itself, which is found at Exhibit A, tab 9, schedule 1, attachment 1, was done on April the 27th; is that right?

MR. HENDERSON:  Sorry, could you repeat that?

MS. DeMARCO:  Of course.   Exhibit A, tab 9, schedule 1.  It's the IPSOS confidential presentation called "Development of transmission investment plan customer engagement feedback", April 27, 2016.

MR. HENDERSON:  I am just waiting for it to come up on the screen here.  So the one that's been --


MS. DeMARCO:  I don't think that's the right one.  It's entitled "Customer engagement feedback".  It's an attachment to that schedule and it's by IPSOS.  It's marked confidential.  It's an attachment to Exhibit A, tab 9, schedule 1.  There you go, that's it.

MS. GUIRY:  I think, subject to check, I am happy to say that the date April 27th, as listed on the cover, is correct.

MS. DeMARCO:  Thank you.  And as I understand it, Mr. Henderson, the Hydro One board meeting approving the transmission rate application was May 6th; is that right?

MR. HENDERSON:  Subject to check, I believe that's correct.

MS. DeMARCO:  And the materials were provided to the board of directors about a week before?  That would take us to about April 28th; is that right?

MR. HENDERSON:  That sounds about right.

MS. DeMARCO:  So exactly what changes were made to the application between April 27th and April 28th following the IPSOS presentation?

MR. NETTLETON:  Well, Mr. Chairman, I think if the question is in context of the customer consultation, that's one thing that this panel can address.  But if the question is related to the development of the transmission system plan, then that's for the next panel, because that's the panel that's going to be dealing with the transmission planning issues.

MR. QUESNELLE:  Ms. DeMarco?

MS. DeMARCO:  I am happy to rephrase my question.  Very specifically, resulting from the customer consultation and the IPSOS work, what changes were made to the application between the April 27th presentation and the April 28th submission to the board of directors?

MR. QUESNELLE:  I think we -- sorry, carry on, Mr. Henderson.

MR. HENDERSON:  So just for point of clarification here, the presentation that is as shown on the screen at the moment was presented at the Hydro One Transmission stakeholder session.

The most important -- the information that was used to effect changes in the transmission system investment plan was the information that was in the IPSOS report.  I will defer to Sandra here, but I believe what's in this presentation is a summary of that.

MS. GUIRY:  That's correct.

MR. HENDERSON:  So it's really the IPSOS report that has the information, and that -- I believe that, as Sandra referred to the date it was delivered.

MS. GUIRY:  So the final report, subject to check, was April 18th.  However, a draft version, subject to check, was delivered on March 29th, and I would add that throughout the various engagement sessions a summary of the notes was being given back to Hydro One on an ongoing basis, so the delivery of the first draft report on March 29th wasn't the first time that we were sharing what we were hearing.

MR. HENDERSON:  And then just to follow up on the last part of your question, Ms. DeMarco, which was what were the changes in the application resulting from this information, I think the appropriate panel to speak to that is the planning panel, because it was the planning function that had the accountability to use that information to make whatever changes they felt were prudent and necessary in the plan.

MS. DeMARCO:  So just so that I am clear on this point, a draft report was issued before your final consultation on April 8th?  Is that right?

MS. GUIRY:  Yes, so the April 8th, I think -- I mean, Graham and Scott can speak to it better than I can, but I think that had been delayed, that one interview, and we didn't want to cancel it, so it happened, but we had been well into the drafting of the report.

MS. DeMARCO:  Can I ask which LDC was that April 8th?

MR. HENDERSON:  The April 8th discussion was actually with an industrial customer in Sarnia.

MS. DeMARCO:  Thank you.

And in relation to your recommendations for changes that came from the IPSOS customer engagement process, can you provide any and all recommended changes that you made for changes to the application based on what happened in the consultation process?

MR. McLACHLAN:  If I understand, your question is what changes did this panel make to the application as a result of the --


MS. DeMARCO:  No, that's not my question.

MR. McLACHLAN:  Can you provide clarification, please?

MS. DeMARCO:  What changes did this panel --


MR. McLACHLAN:  Yes.

MS. DeMARCO:  -- recommend be made to the application based on the consultations undertaken by IPSOS?

MR. McLACHLAN:  What changes did we recommend to our planning management?  Umm, I think, consistent with what you see in the IPSOS report, what we had indicated -- and to Ms. Guiry's comment and Mr. Henderson's comment, as we went through the first and the second wave of meetings we provided regular updates back to our management accountable for the transmission system plan.

It became very clear to Graham and I in wave 1 right from the start that the resultant priority needs and preferences around reliability and costs and to not allow reliability risk -- the underlying reliability risk to continue to increase were there very much right from the first day of meetings.

To be honest, we didn't find this was going to be much of a surprise.  We know our customers very well.  We have meetings with them with a daily basis from our planning group, in our asset management group, to our OGCC operations group and real-time group, our key account management staff and project managers and that, so we -- what we found was refinement, I would say, in what the key needs and preferences were, refinement from an end-user perspective of frequency over duration and duration over frequency for LDCs.

What the feedback we gave back to our management people in charge of the transmission system plan from the start and fairly consistently -- as we went through we learned some more small pieces -- but was that our customers were giving us a very clear indication that reliability was a top concern, it was one stream which was frequency for end users, duration for LDCs, and for generators the feedback that we got was that reliability is of paramount importance to them from a connection perspective to have as little down time as possible, and that customers were understanding because we did clarify this at each meeting, as I mentioned yesterday -- each meeting we stopped at a point to confirm that our customers in the meeting understood the difference between reliability risk and reliability performance, and that customers were -- I won't say unanimously, I will say the majority of customers were giving us a feedback on two or three preferences which we were giving that as unbiased results to our management.

Reliability is of utmost importance, it -- from the majority of our customers is not desired to deteriorate, in fact, to improve if possible, to balance the reliability performance and the reliability risk in such a way that costs would not be material beyond a -- I think the IPSOS Reid report indicates that it was basically a 5 percent, I won't say barrier, but 5 percent concern, and we fed this back to our senior management team that was in charge of this consultation process, starting from, I think, March 9th, Graham and I had two meetings, and as we had a meeting basically every day or every two days for the next two or three weeks, we gave the same feedback back, and in each case it was -- there was not a dramatic change from meeting to meeting.  We just started to get, I will say more detailed granularity.

Power quality was an issue that would raise in the first meeting, and then it didn't raise for another three or four, but we got great feedback and understanding that frequency that's a momentary interruption versus a nine-hour interruption can cause the same impact to customers on their production, so that was our recommendations that we fed back.

MS. DeMARCO:  That was a lot for me to take in, Mr. McLachlan.  Let me just make sure that I have got this right.

MR. McLACHLAN:  Yes.

MS. DeMARCO:  What you didn't tell them was that customers are concerned about reliability, not reliability risk.  You didn't tell them that; did you?

MR. McLACHLAN:  I am sorry, we didn't tell them...

MS. DeMARCO:  That your customers are concerned about reliability, not reliability risk; is that right?  You didn't tell them that.

MR. McLACHLAN:  No.  What we indicated was -- because as we went through each presentation it was focused on the three outcomes:  to educate our customers to the best of our factual knowledge of what the underlying reliability risk was based on the illustrative scenarios and based on what those three outcomes would look like in each illustrative scenario, what the transmission rate impact would be, what the potential impact would be on outages, and what the impact would be on the underlying reliability risk.  And customers indicated to us sometimes openly, sometimes there was not a lot of feedback because there is -- there is a -- how does one word this correctly?  -- some people don't want to be on the record for certain aspects.  They would rather not give their opinion, which is fine.  We weren't asking for them to demand an opinion.  We wanted to educate them. 

And in each case, when we started the wave 1 consultations, it became very clear for Graham and I in the first three to four presentations that customers were concerned very much about reliability risk; they did not want to see it increase.

MS. DeMARCO:  So I am going to take your answer to my Question, which was you didn't tell them they are more concerned about reliability, not reliability risk.  You said no initially. 

Ms. Guiry, can I ask you to turn to page 23 of your report?  And you have got a bottom-shaded box on that page 23.  Do you see that? 

MS. GUIRY:  You're referencing the verbatim comment on the bottom right?

MS. DeMARCO:  Yes.  Could you read that, please.


MS. GUIRY:  Read it?


MS. DeMARCO:  Yes, please. 

MS. GUIRY:  "You're asking about risk, not 
performance.  For me, as an end user, risk is your problem.  My problem is performance.  At the end of the day, do I have it or not.  I am worried about how many outage hours I have, not how many I potentially have."

MS. DeMARCO:  And this is a verbatim comment? 

MS. GUIRY:  It is.

MS. DeMARCO:  Thank you.  Last, as I understood your comments, Mr. McLachlan, is that five years is good data, ten years is better data.  And that explained the difference between some of the charts we saw in the presentation and some of the figures we saw in the evidence; is that fair? 

MR. McLACHLAN:  I don't agree with what you just said in paraphrasing.  I think you said five years is good data, ten years is better data.  Was that what you just said? 

MS. DeMARCO:  Let me walk you through it step by step. As I understood your evidence, you did not agree that reliability was improving over a ten-year trend.  You did agree that it was improving over a five-year trend; is that right? 

MR. NETTLETON:  Mr. Chairman, maybe we could have the witness refer to the evidence where that -- and I think it's in his presentation deck that he –

MS. DeMARCO:  I am happy to.  It's at my tab 2.  It's in the presentation done by Hydro One, and it is on slide  -- starting at slide 9 of that, and going on to slide 10 of that.  Here you've got ten years of data, yes? 

MR. McLACHLAN:  Correct.

MS. DeMARCO:  And your scorecard, which is in the evidence at -- I will get you the exact reference, had five years of data, is that fair?

MR. McLACHLAN:  Yes.  The five years of data that would appear in this graph right here on the screen on the left. 

MS. DeMARCO:  Yes.  And so, while others questioned you about reliability performance increasing, getting better, you indicated that it's relatively flat. 

MR. McLACHLAN:  Yes, there is a slight -- what I think I said is that there is a slight improvement in 2014 and '15.  So you could say that reliability has improved in the years 2014 and '15, from this graph that shows that in comparison to 2013, '12 and '11. 

My comment about reliability is that it -- reliability is not something that you should be looking at over a short-term time frame because of the volatility of the underlying factors, in particular for Ontario because of the volatile weather.  So you should be looking over a longer-term time frame.

MS. DeMARCO:  Perfect.  Can I ask you to turn to Exhibit I, tab 10, schedule 3, at page 5?  Exhibit I, tab 10, schedule 3, at page 5, (iv).

So you've indicated we should look at reliability over a longer term and we have a ten-year duration here.  This is the reliability for my clients.  How is it doing over that ten-year period? 

MR. McLACHLAN:  I need a moment to take a look at this.  Can you go up, so I can see the context of what this is? 

All right.  So if I recall for this interrogatory, there is two sets of data here, I believe.  There is First Nations data and then there is also Hydro One service territory.  It's quite a bit of data to have to take a look at in one moment --



 MS. DeMARCO:  I am just asking you the lack at number 4, the SAIDI figure --


MR. McLACHLAN:  All right, please put it back up on the screen, what Ms. DeMarco has asked for.

MS. DeMARCO:  -- for First Nations communities, my clients. 

MR. McLACHLAN:  Yes. 

MS. DeMARCO:  So that SAIDI data over the ten-year period, would you agree with me that in 2006 we went from a T-SAIDI of 85.4, to 2015 we went to T-SAIDI of 522.8. 

MR. McLACHLAN:  Yes, that's what the data shows.

MS. DeMARCO:  And subject to check, would you agree with me that that is several multiples?  I am working on my math here, it's a good seven times more.  So the SAIDI, T-SAIDI increased more than seven times over the period of that ten years?

MR. McLACHLAN:  Are you referring from the 2006 value to the 2015 value? 

MS. DeMARCO:  That's right. 

MR. McLACHLAN:  So I guess my comment, without doing a more detailed analysis on this, is that this is a very dangerous thing to do, to pick endpoints of reliability because just as easily, one could pick 2010 to 2015 and say that reliability has improved 30 percent.

I am not meaning to be smug, Ms. DeMarco.  But the fact is when you look at reliability performance, you have to look at it over a period of time and in a rolling average.

So I respect that in 2006, the duration of interruption was very low, and that in 2015, it's much higher.  Without having the underlying analysis of what this is and what the causes are, just looking straight at the numbers, yes, I would say that the last three years are a significant increase compared to the three years before.

MS. DeMARCO:  Would you undertake to provide that rolling analysis for this ten-year period?  Because we do have ten years of data here.


MR. McLACHLAN:  I think the better question is to focus on whether there needs to be a further investigation into the actual delivery point and source supplies for these delivery points that feed this sub indices here.

MS. DeMARCO:  So I will take that as a no, you will not undertake to provide that data that you said would be more relevant? 

MR. McLACHLAN:  What data is it that you are asking for?  What I am saying is that when you pick endpoints, when you pick two spot points and do a comparison, it's different than to take an average over a longer time frame.

MS. DeMARCO:  So would you undertake to take that average over a longer time frame?

MR. McLACHLAN:  We can provide that, the question is you can also calculate it by taking the '11 to '15 average yourself right there.

MS. DeMARCO:  Over the 2006 to '15.  But in terms of the change, would you agree with me it's not getting better?

MR. McLACHLAN:  I would agree that the performance looks like it is not improving. 

MS. DeMARCO:  And same for the delivery point on reliability index?  It's not getting better over that ten-year period of time?

MR. McLACHLAN:  Based on the numbers that are there; that's correct.

MS. DeMARCO:  Thank you, those are my questions.

MR. QUESNELLE:  Thank you, Ms. DeMarco.  Let me just do a time check here.  Ms. Grice, the original estimate of 15 minutes, are you still on track for that?

MS. GRICE:  I might be closer to 20 minutes.

MR. QUESNELLE:  Okay, thank you, and Ms. Lea?

MS. LEA:  It kind of keeps changing with what I am hearing.  I am estimating 20 minutes at this time.

MR. QUESNELLE:  Okay.  Why don't we take our break at this juncture then, and we will return at 3:35.
--- Recess taken at 3:15 p.m.

--- On resuming at 3:41 p.m.
Procedural Matters:


MR. QUESNELLE:   Thank you, please be seated.  Can we just set up expectations from a time management perspective.  We will obviously finish off with this panel this afternoon.  We will see where we are at that point, Mr. Nettleton.  But if the next panel is available -- I don't know if they are or are they or mot.  Are they available?

MR. NETTLETON:  I am sure they are listening intently to every word you say, Mr. Chairman.

MR. QUESNELLE:   If we have time, I think it makes sense, at the very least, to have them affirmed and if you want to do your chief -- if you are fine doing your chief then we will hold over, depending on the time, for the initiation of cross-examination by Staff to Thursday morning.  Does that sound like a good game plan?

MR. NETTLETON:  I think that's a fine game plan, sir, I do have direct examination of the length probably similar to what I did with the first panel, maybe a little longer. But it is intended again to address the procedural order directions that we received and interpreted to mean both an opportunity for Hydro One witnesses to address the transmission loss evidence that was sponsored by Environmental Defence. 

So I will have questions for Mr. Young on that topic, and so we will be bit longer.

MR. QUESNELLE:   I think it's worth getting into it today, given we've had a little slippage in the schedule.  So we might as well try to keep it going.

MR. NETTLETON:  Understood.

MR. QUESNELLE:   Ms. Grice?
Cross-Examination by Ms. Grice:


MS. GRICE:  Thank you.  Shelly Grice representing AMPCO.  I just have a question regarding some of the comments that have been made by this panel regarding preferences or -- sorry, regarding LDCs being more interested in duration of outages and large industrials being more interested in frequency of outages.

Haven't large industrials always been saying that frequency of outages is more important to them, have they been telling you something else in the past? 

MR. McLACHLAN:  Ms. Grice, I think the way I would respond to that is that we have always understood, and myself having been at this company for over 30 years, that both SAIDI and SAIFI are measures that industrial companies, certainly members of AMPCO, were very concerned about. 

And I would say that duration was always considered to have been a very paramount measure for industries because for end users, due the fact that duration does imply a duration of interruption, time, production loss and so forth. 

I think what we were surprised to find out a bit more about how important frequency is because in a lot of cases, frequency seen at our end is a momentary action.  You know, it's lightening strike that takes out an industry and the performance, from a net work delivery standpoint is back to normal, but that it takes a period of time for the load to be returned.  That was what I think we were quite interested in finding out, was the amount of time on the other side of the meter that the load takes to return to its normal phase for a production facility. 

So I think short answer is that we did go in with an expectation that SAIDI or duration was more important than SAIFI, but that SAIFI was important.  I think we came out with the fact that customers indicated -- end user customers indicated to us that any interruption now, momentary or sustained, is causing in many cases the same impact if it's a one second interruption versus if it's, say, a five-hour or ten-hour interruption.

MS. GRICE:  Okay, thank you.  If we could turn, please, to Exhibit B1, tab 2, schedule 2, page 8.  And at the bottom of the page, it provides some bullets regarding information that was presented to customers.  And I just want to look at the second bullet, which is that Hydro One presented an overview of a risk-based approach to investments as part of its consultation.

Can you just, at a high level, indicate what topics were covered under that bullet? 

MR. McLACHLAN:  Is this the correct exhibit page here you are referring to?  It is the second bullet, an overview of a risk-based approach to investment? 

MS. GRICE:  Yes. 

MR. HENDERSON:  I think the best place to answer the question is if we go to the actual customer consultation presentation itself. 

On page 6 of that presentation -- I assume this is where the question -- this plus what's in the direct evidence is where the question is coming from. 

So in this slide with respect to Hydro One's risk-based approach to investment, we were giving a -- or setting some context, I would say, on both on the left side what Hydro One's accountable for in terms of planning, operating, building, and maintaining an affordable, robust, and flexible transmission system, and then on the right side talking about how we need to reflect the needs and preferences of customers and all the other factors that have to be balanced using this risk-based approach to investment.

MS. GRICE:  Okay.  And you have mentioned that you told customers that the new reliability risk model was new for this application.  Did you spend any time explaining, by way of background, how your risk-based identification of assets in the past has worked, in that you look at six is different asset risk factors and you go through an iterative risk-based optimization process. 

Did you cover any of your planning processes in terms of setting investment levels?  Did you go over that with them? 

MR. McLACHLAN:  I will answer that question, Ms. Grice.  If I can just get you to -- in this same exhibit that's on the screen here, instead of on page 6 to go to page 14.

Your question was that we did discuss that the risk model was a new tool at our disposal, and did we discuss how we evaluated risk and prioritized investments through our investment planning process prior to that. 

We did speak very much about our investment planning process and the steps in it.  However, when it came to this slide that's on the screen here, which is a slide that goes through our three or four critical asset classes and explains what the suite of assets looked look four years ago -- yes, 2012 versus 2016, we talked here briefly about the six different risk factors that we use, the main factor being condition. 

But we did mention about our other risk factors, which are defined in evidence.  We didn't spend a lot of time on it, nor did we spend -- or were we asked any questions around our investment planning process.

MS. GRICE:  Okay, thank you.  Next I have some questions just regarding your actual system performance slides in the presentation.  And I just want to clarify a few things because these slides seem to be the slides that we go to when we talk about your system performance.  That was done on panel 1, and it's likely going to be where we are taken for the planning panel.

So if we could just start off with slide 10, and on this slide, this is duration of interruptions and frequency of interruptions and it's system-wide.  Do I have that correct? 

MR. McLACHLAN:  Yes, that's correct.  This is the full Hydro One transmission system.

MS. GRICE:  Okay.  And in the data on this slide, includes the forest fire in 2011, but excludes the flood in 2013; is that correct? 

MR. McLACHLAN:  Yes, that's correct.

MS. GRICE:  Okay.  And when we go to slide 11, which is equipment performance, you have broken this particular contribution to SAIDI and SAIFI out by multi-circuit and single-circuit.

MR. McLACHLAN:  That's correct; this particular slide shows the duration for the two subsystems side by side.  The subsequent slide number 12 shows the frequency side by side.

MS. GRICE:  Okay.  And then I just look at the note on the bottom, and it said that it excludes force majeure events.  I just want to check in.  Does that mean then that the fire in 2011 and the flood in 2013 have been excluded, but have there been -- are there other events that have been excluded in this representation?

MR. McLACHLAN:  No, when it says "excludes the force majeure events", on the previous slide, which shows the overall SAIDI and SAIFI, there should be a note at the bottom of that slide, if I can get you to flip back to slide number 10, please.  At the bottom of that there should be a note here.  It says:

"Includes both sustained and momentary interruptions, excludes planned interruptions and interruptions due to customer activity."

Then is says:

"Excludes the 2013 GTA."

Now, if you'll flip back to the slide 11, this says:

"Excludes force majeure events."

The GTA flood in 2013 is the only force majeure event -- is the only event that met the force majeure criteria at a transmission level, which is based on the volume spread of minutes of interruption and number of delivery points impacted.

So the only event in the past ten years that's been excluded at a transmission level in Ontario is the GTA flood.  The last event prior to that would have been the blackout in 2003, I believe it was, yes.

MS. GRICE:  Okay.  Thank you.  I just wanted to make sure there weren't other events that were excluded.

MR. McLACHLAN:  Yes.

MS. GRICE:  And then if we go to slide 15 now, there is a note at the bottom of it that -- and what this slide is looking at is unplanned outage hours due to equipment failure, so I just want to relate it back to slide 11, which is the percentage of equipment failures.

But if we stay on 15, it includes direct outages caused by power equipment or protection equipment failure.  Is that the same inclusion?  Is that part of slide 11?  Is that an apples-to-apples comparison?  Meaning could I add that note to slide 11?

MR. McLACHLAN:  If you just allow me to ask a clarification question?

MS. GRICE:  Sure.

MR. McLACHLAN:  Your question is in regards to slide 15.  The note at the bottom includes --


MS. GRICE:  Yes, note number 1.

MR. McLACHLAN:  Note number 1, which -- note number 1 is actually a reference to the stack -- the slide on the right-hand side.  That 1 is in reference to the 1 above, where it says "unplanned outage hours".

MS. GRICE:  Yes.

MR. McLACHLAN:  Right?  If this slide was perfect at the bottom it would show a red 1 circle and a red 2 circle, you understand?

MS. GRICE:  Yes.

MR. McLACHLAN:  Okay.  So the note at the bottom, it says:

"Includes direct outages caused by power equipment or protection equipment failure."

That is what that stack of 165, 205, 170 is referring to, that that stack includes power equipment and protection equipment as well, if there was a failure of protection equipment that resulted in an outage.

Your question was whether that note at the bottom could also be applied to slide 11?

MS. GRICE:  Slide 11 to the 50 percent equipment.

MR. McLACHLAN:  Right.  And I guess the easiest way for me to explain this is that slide 11 is a breakdown of the primary causes of the duration of interruption minutes; in other words, this is actual interrupted minutes.  Slide 15 is unplanned outage hours, so this is equipment that is out of service.  It may have resulted in an interruption, it may have resulted in just a loss of a redundancy.

So not all of these -- the slide 15, left stack, is about equipment being unavailable to the network, not necessarily causing power interruptions.

MS. GRICE:  Okay, okay.

MR. McLACHLAN:  A subset of that would have caused power interruptions.  Okay?

MS. GRICE:  I understand, thank you.

MR. McLACHLAN:  Okay, you're welcome.

MS. GRICE:  Now, you have provided information on equipment performance on slides 11 and 12 at the multi-circuit and the single-circuit level, and I wondered then if, looking at slide 15, I think it would be really helpful to see this slide done on the same basis.  So then we could see what the unplanned outage hours due to equipment failure are on the multi-circuit and single-circuit.

MR. McLACHLAN:  I am just going to ask to clarify.  You are suggesting could we take the slide 15, unplanned outage hours stacks, that, for example, 2015, 272,000 hours, and instead of showing that as a bar chart show it as what percentage would affect multi-circuit versus single-circuit?

MS. GRICE:  Well, or if you could just do a version of the slide, one for multi-circuit and one for single-circuit?

MR. McLACHLAN:  I guess my -- I don't want to be facetious.  Anything is possible.  The problem here is that this is an apples-to-apples.  The reason I say that is when you look at this on slide 15 here, what's on the screen, 272,000 hours, for example, in 2015 -- I will just pick one year -- that 272,000 hours is transmission power equipment that is unavailable because of a forced outage, so something failed or something was forced from service.  And it's for -- it's across transmission stations and transmission lines equipment.

So for example, in that you will have an example of a single-circuit or you will have a multi-circuit, but you may also have a high-voltage reactor or a high-voltage capacitor or a low-voltage delivery point bus.  It is the transmission elements that are in stations and lines.  It's not specific to just delivery points.  The slide on number 11 is delivery point performance.

MS. GRICE:  So maybe then just through our discussion, maybe that's what I think we need to see so that we can have an apples-to-apples comparison, is the information on slide 11, so just the 50 percent equipment contribution to SAIDI, which is based on average -- or duration minutes, if we could get slide 15, that just relates to that 50 percent of equipment failure.  And then we have got an apples-to-apples; would that be correct?

MR. McLACHLAN:  So, I am sorry for being difficult.  I am just trying to understand what it is that you are asking out of slide 15.  You are asking to see how many -- what's the percentage of these hours that --


MS. GRICE:  What are the unplanned outage hours between 2011 and 2015 that relate back to slide 11 and relate back to the 50 percent equipment contribution to SAIDI?

MR. McLACHLAN:  Right.  And I guess my answer is that's what slide 11 is.  If it is equipment that failed --


MS. GRICE:  But we don't have the actual outage hours by year in that slide.

MR. McLACHLAN:  You don't have the outage hours by year, because what you have is the delivery point interruption time per year, which is the hours of outage on a radial circuit -- on a single-circuit per year.  Slide 11 is for those delivery points the amount of time that that delivery point was out of service if you are a single-circuit.  On a multi-circuit, if both of the delivery points were out to the station, it would result in an interruption.  That's what you have on slide 11.

On slide 15, you have all the different types of station and line equipment put together and indicating whether it is planned work or it was forced, unplanned work that made it unavailable from the system.

MS. GRICE:  Okay.  So now I am confused, so I think I will leave it and I will move on.

Okay.  I was just trying to ensure that the progression of slides was an apples-to-apples comparison, and I don't think it is, but I guess I am just looking for some help from you in how we might be able to do that.

MR. QUESNELLE:  Is this something the planning panel can also deal with, Mr. Nettleton?

MR. NETTLETON:  Well, Mr. McLachlan is on that panel, and it may be an issue that Ms. Grice could ask again, perhaps with the benefit of some time.

MR. QUESNELLE:  And review of the transcript.  You know, whiteboard and some sticky notes and we will all be fine.  Okay.

MS. GRICE:  That sounds great, thank you.

MR. QUESNELLE:  We will have another opportunity.

MS. GRICE:  Okay, thank you very much.  Okay, can we please go to page 9 of the consultation report prepared by IPSOS.  So on the third bullet there it says -- it's just a description under "system performance" about what Hydro One outlined and reviewed, and the third bullet says "details and context for age and condition on asset classes", and on slide 14 of the presentation that you gave to customers you provide a list of assets with condition assessment information.

And I just wondered if you had a discussion with customers about the condition trend over time?  Did you talk to them about each of these assets and how the condition is looking, say, from five years ago to now?  Was that part of the discussion?

MR. McLACHLAN:  I am just flipping --


MS. GRICE:  I am sorry, I went too fast, sorry.

MR. McLACHLAN:  No, that's all right, I think I have caught up.  I just want to confirm your question before I give an answer.

Your question was, did we discuss with customers the condition of what assets looked like five years ago versus today's date?

MS. GRICE:  Well, just the trend, the trend in condition of assets?

MR. McLACHLAN:  Did we discuss --


MS. GRICE:  Whether they're getting better or worse for each asset category?  Did you have that kind of discussion with them?

MR. McLACHLAN:  I am going to say that that is the case.  When we came to this slide here, we spoke to the charts, which talk about the difference in the average age of the suite of these key assets, what it looked like in 2012 to 2016.  We spoke to the fact from an age perspective as to what the demographics looked like five years ago versus -- or 2012 versus 2016 for each of these asset classes on this slide.

From a condition perspective, we spoke to, on the right-hand side, the existing condition set, which is shown on this slide, and spoke to the fact that that had increased in particular with the conductors, and that with the transformers we have been aggressively replacing several of the transformers that were at a deteriorated condition over the past few years.

So did we speak specifically to each of the asset classes that's on here?  Yes, other than insulators was a discussion more along the lines of a volume perspective.

MS. GRICE:  Okay.  And there's points in your report where you talk about where customers said they would have liked more information.  And one of those passages is on page 14 of the IPSOS report.  And it just --


MR. McLACHLAN:  Can you point us to it on the page, please?

MS. GRICE:  Sure, sure.  So when you get -- under "addressing reliability risks versus deferring investment", at the very bottom there it says, at the bottom of the first column:

"While there was general acceptance that Hydro One's assets appear to be aged, some stated that they did not have enough information on asset age and performance or the methodology of condition, assessment, and maintenance to confidently provide an opinion on the extent to which Hydro One should be more proactive in addressing current and emerging reliability risks now rather than deferring investments."

So when participants made these types of comments did you have information data, something that you provided to them, to better inform them so that they could better respond to your questions during the consultation?  Or was it just noted as a comment?

MR. HENDERSON:  I will help with that question.  The answer really is both.  We wanted to note that as a comment, because that's part of the customer consultation process, is to capture all the relevant comments.  And then in some of the customer consultations there were some specific questions about some -- the condition assessment of some specific assets, and we took follow-up action items to go back to those individual customers who had expressed a need for some more information.

MS. GRICE:  Okay.  And so the only -- the wave of online participants, they wouldn't have had the benefit of any follow-up information or ability to get answers to any questions; is that correct?

MR. HENDERSON:  I will have to defer that to Sandra.

MS. GUIRY:  The answer is no.

MS. GRICE:  Okay, thank you.

And so I just have one more example and then I will move off of this.  So on page 52, under "system performance".

MR. McLACHLAN:  Can you give us a reference?  Page 52?

MS. GRICE:  I am sorry, did I say that?  I'm sorry, 22, sorry.

And under "system performance", the last sentence there on the first column, it says:

"Several customers inquired as to whether Hydro One has historical data going back more than five years shown in the presentation on the number of unplanned outage hours due to equipment failure.  They would like the opportunity to review the trend in unplanned outage hours due to equipment failure in the context of historical capital expenditure on sustainment".

Were you able to respond to that question during the consultation?  Did you have data on historical spending and historical unplanned outage hours to take them through that?  Or was...

MR. McLACHLAN:  Yes, I recall when this was mentioned by one of our customers what they had indicated was that in reference to those slides that showed the five-year unplanned outage hours and planned outage hours did we have that type of data going back prior to 2011.  We didn't have it in our presentation.  It is data that we can compile.

And the customer had suggested then that it might be beneficial to be able to see that type of data going back further than five years and to also see a correlation between that and the capital expenditures at the time.  And we felt that was very good feedback to take back and consider putting that together.

MS. GRICE:  And so these customers that expressed these concerns, were they able to respond to the rest of the questions during the consultation without that information?  Like, they continued to participate?

MR. McLACHLAN:  Absolutely.  That particular question was raised by one of the wave 1 participants in a one-on-one session, and it was a -- it was not anything that stopped them from continuing to participate in our one-on-one consultation, it was them offering to, from their perspective, and saying we think it might be beneficial if you were to have put this together again to go and show a longer trend, show not just five years of history but to show ten years of history.

MS. GRICE:  Okay, thank you.

If we can turn now to slide 23 in the presentation.  And this is where you provide the information on the three scenarios.

Okay.  And just under scenario 1, the quick math on that averaging per year over the five years is 700 million, scenario 2 it's 800 million, and scenario 3, 920 million, just average sustaining capital numbers.

Would you agree with that?  And I am just taking the 3.5 billion, 4 billion, and 4.6 billion and averaging it over the five years.

MR. McLACHLAN:  I am sorry, I am just confirming, Ms. Grice, that this is the sustainment 3.5, 4, and 4.6 you are directing --


MS. GRICE:  Yes, I'm just looking at the sustainment line.

MR. McLACHLAN:  Yes, yes, I agree.

MS. GRICE:  Okay.  And then Mr. Rubenstein took you to a chart in the first panel regarding what the forecast of spending was for 26 (sic) to 2019, and that's -- there it is up on the screen.  Okay.  If you look at 2016 to 2019, the average there, you know, round numbers is about 600 million a year over that period, 2016 to 2019, would you agree?

MR. McLACHLAN:  Yes.

MS. GRICE:  So over a five-year basis, that would be about $3 billion, which is 500 million less than scenario 1.  Agreed?

MR. McLACHLAN:  Just let me check something.  Can you repeat your question, please?

MS. GRICE:  Yes, I was just stating that scenario 1 at 700 million a year, over five years is 3.5 billion, and if we go back to the forecast that was done in the last application, 600 million a year over the same five years would be 3 billion, which is 500 million less.

MR. McLACHLAN:  Those numbers sound correct, yes.

MS. GRICE:  Okay.  Then on page 26 of the IPSOS report, there was a comment made, and it's in the black column on the right-hand side at the bottom of that page.  And it states:

"I am having a hard time understanding the starting point in scenario 1.  Your rate increase has been on par with inflation.  Why is the starting point rate increase so high?"

And so I just wondered if you could explain why scenario 1 started at 700 million, why wasn't it 600 million, and what accounts for that increase in the setting of scenario 1?

MR. McLACHLAN:  If I understand your question, you're asking why did the illustrative scenario 1 show an increase and start at a -- roughly an average of $700 million of sustainment per year, why did it not start at a lower level?

MS. GRICE:  At, say, 600, which was what was forecast last time.

MR. McLACHLAN:  Right.  So the three illustrative scenarios were put together after the development of our reliability risk model and utilizing that reliability risk model, looking at the key reliability performance assets, assets that contributed to reliability performance, being that there was a high percentage of lines, failures due to conductor, failures due to insulators.  That illustrative one scenario was put together based on an increased spend over the five-year period for conductors, and the outcome of the three scenarios was selected to show three points along the scale that would identify what one illustrative scenario looks like, that the reliability risk -- underlying reliability risk increases, one that it decreases, and one that it stays somewhat the same, fairly the same.

So illustrative scenario 1 using the reliability risk model, using the inputs from our reliability performance asset failures was put together and resulted in -- and we communicated this to all customers right from the very first session with a generation client, that the illustrative scenario 1 would result in a 10 percent, 9 percent -- I think it was a 9 percent increase in reliability risk, scenario 2 would result in basically a -- stay the same, I think it was a minus -- a degradation of 2 percent, and scenario 3 would result in an improvement in reliability of 10 percent.

So those three illustrative scenarios were put together as points along the path that would show three different sets of outcomes. 



MS. GRICE:  Would you agree, though, if you had used the scenario that from the past at 600 million a year, so 3 billion, it would also have shown under reliability risk that risk is expected to increase, that could have been an illustrative scenario?

MR. McLACHLAN:  It could have been an illustrative scenario.  It would have no doubt shown an illustrative scenario that was of a higher degradation of reliability risk.

MS. GRICE:  Okay, thank you.  I am conscious of my time.  I am sorry I have gone over.

I just have a couple quick questions.  Did Hydro One review the draft IPSOS report before it was finalized?

MR. HENDERSON:  Yes, we saw the draft report for the purposes of just checking facts in terms of when the sessions were held, where they were held, that type of thing.

MS. GRICE:  Okay.  My last area is just, I want to just quickly talk about, when you presented the investment scenarios you said that you did not have a recommended scenario, nor are we asking participants to choose from the scenarios presented, and then on page 14 of your report you say that most participants would be willing to support the investment required to at least maintain the current level of reliability and that that risk in rates is somewhere between illustrative scenarios 2 and 3.

And I believe you had a discussion with Ms. Blanchard that participants volunteered that information?

MR. HENDERSON:  Sorry, volunteered which information?

MS. GRICE:  The information about their preferences in terms of investment levels landing between investment level 2 and 3?

MS. GUIRY:  I think that conclusion came from more than one place.  One place was organically.  Even though they were encouraged -- or discouraged from picking there were some people who voluntarily said nothing less than two or nothing less than three, or somewhere in between, definitely not one.

And then we did have questions later on, if you will recall, on -- forgive me, I don't know what page it's on -- where we asked them if they would be willing to accept a rate impact increase that reflects degrading risk, reliability risk, maintain reliability risk, improving, and we gleaned from that result as well in putting together, you know, the summary.

MS. GRICE:  Okay.  Can I just take you to the questionnaire that you had for wave 3, the online questionnaire, please, which is attachment 3.

And it's -- I am on page 19, question 13, part 5.  And the question asks:

"If you could create the ideal aggregate/composite scenario using elements of all three, what would it be?  Please take as much time as you need to tell us in detail about these elements".

I guess I'm -- what was the purpose of this question? What were you trying to get from the participants in response to this question?

MR. HENDERSON:  We were looking for directionally what combination of items that were in the presentation the participants -- the customers would select in terms of constructing what they felt was the optimum scenario for their business and from their perspective.

MS. GRICE:  You were looking more on the asset configuration, like where to spend the money?

MR. HENDERSON:  And investments, yeah.

MS. GRICE:  And in your responses did you get information back on cost?  You know, we -- in terms of overall cost, did they -- were the -- did the responses capture any discussion around dollars?

MS. GUIRY:  I don't know the answer to that off the top of my head.  I could take it to check.

MS. GRICE:  If we could get what the responses were to that question, that would be great.

MS. GUIRY:  Happy to.

MS. GRICE:  Thank you.

MS. LEA:  That would be J4.7, please.  
UNDERTAKING NO. J4.7:  TO PROVIDE INFO RE:  THE QUESTIONNAIRE ON RESPONSES RECEIVED BACK ON COST.

MS. GRICE:  And then I just have one more on this.

MR. QUESNELLE:   Okay.

MS. GRICE:  And then I will be gone.

MR. QUESNELLE:   This is all new stuff.  That's good, that's fine.

MS. GRICE:  Okay, thank you.  So question number 7 of the same questionnaire, you asked:

"Is there anything unclear about what has just been presented?"

And I just think it would be helpful after the discussion we have heard today if we could get a listing of what those responses were as well.

MS. GUIRY:  Yes, we can do that.

MS. GRICE:  Okay, thank you.  And one last question, question 10.

MS. LEA:  Sorry, was that an additional undertaking --


MS. GRICE:  Oh, sorry, yes.

MS. LEA:  J4.8, please.  
UNDERTAKING NO. J4.8:  TO PROVIDE INFORMATION RE:  THE QUESTIONNAIRE AS TO WHETHER THERE WAS ANYTHING UNCLEAR ABOUT WHAT WAS PRESENTED.

MS. GRICE:  And question number 10 it says here:

"How concerned are you about system reliability risk?"

Was there a drop-down menu for this question or was that a fill-in response?

MS. GUIRY:  This particular question, that was a drop-down menu.

MS. GRICE:  Okay, great, thank you.

Okay.  Those are my questions, thank you very much.

MR. QUESNELLE:  Thank you, Ms. Grice.

Ms. Lea.
Cross-Examination by Ms. Lea:

MS. LEA:  Thank you, sir.  Thank you very much for your long service today, panel.  I will attempt to be brief.

I was interested in the discussion you had with Ms. DeMarco about the timing of various aspects of the consultation.  Given the timing, was -- in your opinion, was Hydro One able to effectively incorporate feedback from these customer sessions into its application regarding capital planning in the project portfolios?

MR. NETTLETON:  Mr. Chairman, I am just wondering, we are touching the next panel, and it really is a panel dealing with planning, and that panel will be prepared to address questions about how they incorporated customer needs and preferences.

MS. LEA:  Yeah, that was my next one.  I just wanted to find out if these folks had an opinion about whether it was useful.

MR. HENDERSON:  I will answer that.

MS. LEA:  Please.

MR. HENDERSON:  That is, throughout the process, which basically covered the month of March, and the last one on April 8th, there was feedback from Scott and myself and IPSOS into the planning group.

So my view is the process was there to effectively provide the feedback from the customer sessions and highlight what customers were telling us in terms of needs and preferences.

To say was it effective, I don't think I can -- you know, I can't give a subjective answer on that.  But the process was there to provide the information.

MS. LEA:  All right.  And did I understand also from your discussion that in a sense you kind of heard what you anticipated your customers would tell you.  In other words, there wasn't anything startling or new in the responses you got from your customers?

MR. HENDERSON:  I think that's an absolutely fair characterization.  As I described earlier today, we have a lot of discussions with these customers on various topics.  We heard some nuances, as Scott related.  The focus or greater focus on frequency than duration for industrial customers, we knew that was important, but it became clear through the consultation that it was more important than we had previously realized.

So a large part of what we heard really validated what we already believed we understood with respect to customers, but it's obviously far better to get it validated by customers.

MS. LEA:  Thank you.

So I will ask this of the planning panel tomorrow, but it's possible that you did not need to adjust your application as a result of what you heard?

MR. HENDERSON:  I think you have to ask the planning panel that.

MS. LEA:  Okay, thanks.

And I think I have several other questions that are going to be bounced to the planning panel, but I just want to list the subject matter and make sure that I am being accurate so I don't miss anything.

So in terms of how the --


MR. McLACHLAN:  Can I -- I am sorry, can I just add one more thing --


MS. LEA:  Sure, please.

MR. McLACHLAN:  -- to -- you know, did we learn anything revolutionary from our customer consultation.

MS. LEA:  Um-hmm.

MR. McLACHLAN:  I will call it on the material aspects, you know, their needs and preferences and their priorities around things like reliability and cost and frequency and duration, we got some refinement.  We didn't get any revolutionary type ideas there, but -- and it's noted in the IPSOS report.

What I am about to say is that this is the first time our customers saw us go to them in a proactive way and talk to them about, I will say a long-term picture and a broad picture of our company and our assets.

As Graham has mentioned, we have groups all over our company that deal with day-to-day activities, short-term and planning activities and that.  They were very appreciative of being able to see an overall -- a larger picture across our suite of assets, something as simple -- although it's had a lot of debate here today -- is the ten-year slides around reliability and the primary causes for reliability.

This is something that Graham and I have talked about now in moving forward with customers much more proactively every year, but it is noted in the report that customers very much appreciated the communication aspect, that it's broadened and it's better and that they expect to see it continue in the future.

MR. HENDERSON:  And now I have to add on to that, and it gave us some clear indication of how we can improve some of our communications, such as a report that we've produced called a reliability report, because the information we heard from customers gave us clear guidance that there is certain other information that they would value in that report.

MS. LEA:  I will come back to that in a moment.  I just wanted to make sure that I am not missing something with this panel.  The calculation of the capital expenditure estimates for the customer sessions will be the planning panel?  Yes?  And the discussion of the scenarios for reliability risk and how they were calculated, that will be the planning panel?  Yes?  Okay, and any kind of confidence intervals or ranges of uncertainty, the technical stuff like that, the planning panel?

MR. HENDERSON:  I am not certain what you mean on that.

MR. McLACHLAN:  Could you elaborate just a bit on what that is?

MS. LEA:  I think if I elaborate you will tell me to take it to them.

Now, you provided customers with several different options of capital investment and reliability outcomes, and so my question is, was there any calculation of the ranges of uncertainty of the reliability risk trends that was shown to the customers?  Did you discuss uncertainty with them or the confidence interval that you had, the confidence you had, about what you were presenting?

MR. McLACHLAN:  No, I wouldn't say that there was discussion around a confidence interval in the reliability risk model.

MS. LEA:  Okay, thank you.

MR. McLACHLAN:  But if there is questions around that again it would be the investment planning panel.

MS. LEA:  All right.  Thank you.  So my last question, I believe, for this panel does look to the future, so I was interested to hear what you said about that.

We may want to look at Staff Interrogatory No. 5.  And part of what we asked you there was what your plans are for the future.  And when I looked at that interrogatory it had seemed that largely you were going to continue with your present customer engagement.  I am just seeing that up on the screen now.

But I just heard, I think, that you were going to increase or give some additional reports?

MR. HENDERSON:  What we learned from this customer consultation was there are areas where we can refine and enhance the type -- some of the products that we provide now.  We didn't learn that there is particularly brand-new products in terms of information or reporting that we provide to customers, but we did learn that there are areas that enhancements would definitely be beneficial from the customers' point of view, and that would include additional information in one of the reports that we produce called our reliability report, and similarly we heard from customers they would like the ability to, for lack of a better term, slice and dice some of the reliability statistics on a more granular level, and we are looking at how both we can do that and make it readily available to customers.

So certainly there is enhancements.  I can't point you to any brand-new, you know, shiny bullet or anything that came out of this, but it's clearly a case that we can make changes that customers will see value in.

MS. LEA:  Okay.  And do I understand that you enhanced your customer engagement between the last application and this one and, in addition, you plan to enhance it further before your next application?

MR. HENDERSON:  Certainly we enhanced it in terms of having this very, what I would call robust customer engagement this time with the exercise that's been described today and the IPSOS report and the presentation materials.

We did tell customers, because they really wanted to know this, and we thought this is an excellent conversation to continue, so we told customers, yes, we are committed to continuing this type of discussion.  We are not set yet on what our methodology will be going forward, simply because the methodology we employed this year was quite impactive on customers' time.  We basically took a half day of their time, and maybe there are better ways of having that same discussion without having that much impact on their time.  Time is very valuable to customers.

MS. LEA:  Okay.  So with the enhancements that you are thinking about, are you thinking that the program that you have now plus those enhancements would adequately meet the principles or requirements of the Board's RRFE requirements for customer --


MR. HENDERSON:  Absolutely.  What we design, you know, a primary objective is to ensure that we fulfil the Board's direction with respect to customers and RRFE, and that has to be one of the objectives going forward.

MS. LEA:  I am sorry to not know this off the top of my head.  Is there something on your scorecard about customer engagement?  The scorecard that you have proposed?

MR. HENDERSON:  No, there is nothing about customer engagement.  There is a metric related to customer satisfaction.

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

MR. QUESNELLE:  Thank you, Ms. Lea.  Mr. Thompson.


Questions by the Board:

MR. THOMPSON:  Yeah, I just have a couple of questions of follow-up to primarily what Ms. Grice was questioning you about.

There has been a lot of talk about reliability performance and reliability risk, and my understanding is reliability performance is measured by or derived from actual incidents of failure or outage or something to that effect; is that right?

MR. McLACHLAN:  Yeah, it's a -- it's a reactive set of metrics.  It's looking back over what's already happened.  It is not proactive.

MR. THOMPSON:  Right.  So if the sky falls then you know you have got a problem.

MR. McLACHLAN:  Yes.

MR. THOMPSON:  Okay.  Whereas the reliability risk is some sort of calculation of the possibility that the sky might fall?

MR. McLACHLAN:  Correct, it's more of a leading indicator.

MR. THOMPSON:  And you have talked about the reliability risk model and it being new, and did I understand it correctly that it's been new for this application?  Is this the first time it's been applied?

MR. McLACHLAN:  That's correct.

MR. THOMPSON:  And is Hydro One expecting this Board to opine on whether this is a good tool or not a good tool, or are you going to carry on using it regardless?

MR. McLACHLAN:  I think the panel that's better able to answer that is the investment planning panel.

MR. THOMPSON:  Okay.

MR. McLACHLAN:  Which I will be on.

MR. THOMPSON:  Okay, well, warm up.  So just to then follow on, I think what Ms. Grice was getting at was you indicated others, that there wasn't much discussion of the adoption of this new tool and how it works and that kind of thing.  That was -- and I can understand that at a customer engagement conference eyes would glaze over for sure.

But looking at your potential scenarios, the question that's running through my mind, if you had in here rather than reliability risk, reliability performance, and built your budgets on the basis of that tool, would the total number be lower?

MR. McLACHLAN:  When you say "would the total number", would the -- which number?  The funding number, risk --


MR. THOMPSON:  Well, you have three scenarios here.

MR. McLACHLAN:  Yes.

MR. THOMPSON:  Scenario 1, which is, reliability risk is expected to increase.

MR. McLACHLAN:  Yes.

MR. THOMPSON:  And then 2 is, current risk expected to remain essentially unchanged.  And then reliability risk is expected to decrease.  We had another line saying reliability performance, we started, remain unchanged.  Is that number going to be materially lower?  The sense I got from the other questioners is, yes, it is, based on your prior budgets, but that's my question.  Is it going to be lower?

MR. McLACHLAN:  Again, maybe I am -- maybe it's the length of the day.  When you say "is the number going to be", what number?  The cost of the business plan --


MR. THOMPSON:  Well, you are telling us -- and I may not be understanding this correctly, but to maintain current reliability risk essentially unchanged is an envelope of $5.6 billion over five years.

MR. McLACHLAN:  Okay.  So the number that you are referring to is the cost number.  I guess in my head I have -- that number -- I have SAIDI number, SAIFI, and I have a whole pile of numbers in my head that you are potentially asking what would be different.

MR. THOMPSON:  It's the cost.

MR. McLACHLAN:  And I think the comment -- I will try to answer this as best I can in this analogy -- is that there is a lot of discussion in the -- some in the IPSOS report, some that occurred in the consultations, around, is there a direct one-to-one correlation between reliability 

-- the underlying reliability risk and reliability performance.

I would like to say that there is, but I can't, because of the volatility of -- you know, we here in Ontario are subject to a really harsh geographical climate and a volatility in weather.  If I could normalize that out and I could -- I could just count on, you know, a vacuum environment, where I can look at equipment as being the only cause, then I can make a much better correlation between, you know, the dollar invested, the reliability risk underlying, and the reliability performance, because I can't.  It's very difficult.

And as -- I don't want to belabour the fact and draw you back to other exhibits, but it's very difficult to find long-term reliability stats that are flat.  They go up or they go down, they change based on the primary factors that influence them --


MR. THOMPSON:  So what is the tool you used before you came up with the reliability risk model to address reliability?

MR. McLACHLAN:  Yeah, and I think -- I can't quote the exact transcript, but I believe that this was asked by one of the intervenors in Day 2 of Mr. Penstone, the same question, was what was used prior to the reliability risk model, and it has been historically to use an evolution of age or demographics and then condition.  And then now we are now introducing a new tool that allows us to take a more leading picture to it.

MR. THOMPSON:  So if I asked, use that old tool and re-set scenario 1, is that possible or is that speculative?

MR. McLACHLAN:  Use the old tool, as in applying just an --


MR. THOMPSON:  What you were just describing as the tools that existed before the new model.  Would we have a lower envelope than $5.1 billion for scenario 1?

MR. McLACHLAN:  I think at this point that's where I have to defer to my peers on panel 5.

MR. THOMPSON:  So can this panel tell us whether this new model is driving higher budgets, or do you know?

MR. McLACHLAN:  I don't think we can give an informed comment on that.

MR. THOMPSON:  That's for the next --


MR. McLACHLAN:  I think that should be the investment panel, yes.

MR. THOMPSON:  And one last question I have here deals with the -- there was discussion about -- with LDCs about their customers' rate increase fatigue.  That was mentioned a number of times, and of course that was back in the spring, and as of today it's probably a little more aggravated than it was then.

Does rate increase fatigue of end-use consumers factor into transmission planning at all?

MR. HENDERSON:  Certainly one of the aspects that's looked at and considered as part of the investment plan is what the impact will be from a revenue requirement and a rates perspective.  And we are very conscious that every dollar we spend is a dollar that we have to collect from customers, and we do understand that customers are challenged.  We hear that from industrial customers as well, whether it's an end-use customer of an LDC or an industrial customer, we understand they have challenges with respect to the total cost of their electricity bill, and so it's certainly a factor that fits in here, and it is considered and given high priority, I would say, though I think I also need to suggest that the planning panel would need to give their opinion on that.

But from the process that we used and the information we collected, it was important to hear what customers' sensitivity was to the price or proposed rate increase.

MR. THOMPSON:  Fine, I will take it up with the next panel, thank you so much.

MR. QUESNELLE:  Thank you.  Mr. Elsayed?

DR. ELSAYED:  I have a couple of quick questions.  One is a follow-up on Mr. McLachlan's response to Mr. Thompson about the correlation between reliability risk and reliability performance, and you did mention, and I understand that there are significant variables such as weather.

You did indicate, though, that you can normalize for some of these variables such as weather, and my question is, why can't you do that?  Normalize for significant variables and establish that correlation between those two?

MR. McLACHLAN:  I guess my -- again, I don't want to offer a smug answer -- is we can have the best data available on all of our assets, every asset.  How and where do you predict the next failure to occur?

DR. ELSAYED:  No, no, I am not talking about the next failure to occur, I am talking about historical performance.  You can look at the last ten years.

MR. McLACHLAN:  Right.

DR. ELSAYED:  In terms of actual reliability performance.

MR. McLACHLAN:  Right.

DR. ELSAYED:  And establish the risk, the reliability risk, and normalizing for --


MR. McLACHLAN:  For weather.

DR. ELSAYED:  -- special events --


MR. MCLACHLAN:  Yeah.

DR. ELSAYED:  -- or extreme events, try to establish that correlation.  You are not predicting anything.

MR. McLACHLAN:  We can try to establish a correlation, and then the question becomes, can I predict targets for two, three, four, five years out on reliability.  And I guess what I am saying is, even if you normalize out weather, you can come up with a set of targets, but normalizing out weather in the target is not the same as experiencing the weather that occurs in a year's time, and --


DR. ELSAYED:  Yeah -- sorry, go ahead.

MR. McLACHLAN:  And unfortunately when you look back the weather patterns in Ontario are not the same every year.  We have had, you know, a severe ice storm in 2013 in December, forget the GTA flood in the summer.  It is removed, but it is an extreme event.  But you have an ice storm at the end of 2013.  2016, we have had a phenomenally mild year across the entire province of Ontario.

You know, would we have predicted this year one year ago?  No.

DR. ELSAYED:  I am not suggesting necessarily that you will establish a correlation in order to use it to predict the future.  I am suggesting the correlation could be a tool to validate your risk model, because you have not -- correct me if I am wrong -- you have not validated the outcome of the modelling using your model.

So in order to use your model to justify an expenditure in the billions of dollars, do you agree that it would be helpful to at least show that the model that you use, using historical data, can actually correlate to the actual reliability in the past?  Not as a predictor of the future.

MR. McLACHLAN:  I understand what you are saying now, yes, yes.

DR. ELSAYED:  Okay.  My other comment is just in terms of the customers, on the same issue, when you talked about reliability and they talked about wanting to maintain at least the same level of reliability that you have, if not better, do you know for sure whether they actually were talking about actual reliability or reliability risk?  Did they understand that distinction?

MR. McLACHLAN:  My comment is -- and I have said this a couple times on the record here -- is that we got confirmation from each wave 1 and wave 2, and mid-point in the presentation, after we went through the reliability performance data, that people understood the difference between reliability risk and reliability performance.  That was there underneath each presentation.

On a separate note, but directly related, I can recall a case of an LDC and an industrial end user and a generator that specifically quoted that they want to see the reliability stay the same and if possible improve.  They knew that one more interruption, whether it be momentary or sustained, would cost them great, you know, financial harm, in some cases financial harm, and in some cases it was, as Graham has mentioned, health and safety and environmental concerns, but there were cited examples in our discussions where they said we want our performance -- we want reliability risk to not continue to deteriorate, but we want our performance to stay the same or get better.  In a case of a generator, every generator wants their availability to be 100 percent to the network, so they are always wanting it to be better.

DR. ELSAYED:  Thank you.  Those are all my questions.

MR. QUESNELLE:  Thank you, Mr. Elsayed.

I have none.  Any redirect, Mr. Nettleton?
Re-Examination by Mr. Nettleton:

MR. NETTLETON:  Yes, Mr. Chair, I have one area of redirect that I would like to ask to Mr. Henderson.

Mr. Henderson, you were having an exchange with Mr. Brett some hours ago, and the discussions turned on Exhibit K4.1, which was the revised chart that was filed this morning concerning the IPSOS report, and the discussion you were having concerned Ottawa totals.

And you mentioned in your answer -- and I have not seen the transcript, but what I heard in your answer was that ten people were invited from the Ottawa area to that consultation, and I -- just for clarification, what I would like you to do is bring up Exhibit B1-2-2-1, which is the IPSOS report, and it's particularly pages 8 and 10 of that report.

And if I could just take you first to page 8.  And under the heading "wave 2", the paragraph -- the first paragraph, the last sentence reads:

"Customers were invited to attend the nearest location to them but were given an opportunity to opt for any location that was more convenient.  A total of 263 individuals from 188 customers were invited by Hydro One, of which 33 individuals representing 22 customers attended."

And my question, sir, is, help me understand how the ten relate -- that you have given to Mr. Brett, how does the ten factor into the statement that a hundred and -- or a total of 263 individuals from 188 customers were invited by Hydro One to this wave?

MR. HENDERSON:  Excellent question.  I believe I did misspeak on that.  I was thinking of how many did I expect to show up, as opposed to how many were invited, because everyone was invited and given the choice of what location they attended.

MR. NETTLETON:  Okay.  So when you say everyone was invited, again, when I take you to this piece of your evidence here in this report, are you saying that 188 customers represents all of your customers for Hydro One Transmission?

MR. HENDERSON:  That's correct.

MR. NETTLETON:  Thank you.  And then, sir, if I can take you over to page 10 of your evidence.  You will see that, again, on the second column, you state that:

"Hydro One invited all transmission connected customers to participate in wave 3."

And I just, again, for clarity for the record, I just want to confirm that that is your evidence and that there was no -- Mr. Brett's -- or the answer you provided to Mr. Brett was not intended to be something less than what this evidence says.

MR. HENDERSON:  That is correct.

MR. NETTLETON:  Thank you.  With that, Mr. Chairman, I have no further questions, other than to thank this panel and wish Mr. Henderson a happy retirement.

MR. QUESNELLE:  We do the same, Mr. Henderson.  Congratulations and all the best.

MR. HENDERSON:  Thank you.

MR. QUESNELLE:  And thank you very much, panel, for your testimony today.

And I think, given the hour, Mr. Nettleton, I don't see a lot of utility in having a panel, and thank you very much, staying until the end of the day.  I see they are on deck.  But why don't we start fresh on Thursday morning at 9:30 and call it a day.

MR. NETTLETON:  Works for me, thank you.

MR. QUESNELLE:  Okay, thank you very much.
--- Whereupon the hearing adjourned at 4:53 p.m.
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