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EB-2016-0160

IN THE MATTER OF a cost of service application made
by Hydro One Networks Inc. Transmission with the
Ontario Energy Board on May 31, 2016 under section 78
of the Ontario Energy Board Act, 1998, S.0. 1998, c. 15,
(Schedule B), seeking approval for changes to its
transmission revenue requirement and to the Ontario
Uniform Transmission Rates, to be effective January 1,
2017 and January 1, 2018;

Submissions of the Power Workers’ Union

A. GENERAL

Issue 1: Has Hydro One responded appropriately to all relevant OEB
directions from previous proceedings?

Issue 2: Are all elements of the proposed 2017 and 2018 revenue
requirements and their associated total bill impacts
reasonable?

i Hydro One's evidence supports the prudence underlying the elements within the
proposed revenue requirement. Operations, maintenance, and administration costs are
declining from the bridge year through the test years. The levels of development and
sustainment capital that contribute to the revenue requirement are increasing. Hydro
One’s evidence substantiates the necessity of these investments to address the needs

of the transmission system.

2. Hydro One’s evidence indicates a declining trend in total OM&A in the test period
over recent years. Total OM&A declines by $27.4 million from $436.7 million in 2016 to
$409.3 million in 2018, an average decline of 3.19% per year.1 The cost pressures
associated with inflation and increased accomplishments are outweighed by cost

reductions from productivity and efficiency measures.
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3. The level of development capital in the test period is marginally higher than
historic years. Mr. Penstone explained in direct examination that this category of capital

expenditures is non-discretionary.?

MR. PENSTONE: So the development capital investment category is described in
Exhibit B 1-3, schedule 3. It comprises work both on the network and connection
facilities, and the various types of investment are listed in Exhibit B 1-3-3, table 1.

These investments are non-discretionary, as the need and timing is driven by
obligations, including but not limited to connecting new load and generation
customers, upgrading existing delivery capability to meet customers' demand,
increasing network transfer capability to enable electricity consumers to access
supply, and maintaining system reliability.

4. Furthermore, development projects are required to satisfy regulatory
requirements and cannot be deferred. This is explained by Mr. Penstone later in the

direct examination:®

MR. PENSTONE: These investments are determined based on the need to satisfy
regulatory requirements established by the North American Electric Reliability
Corporation, the Northeast Power Coordinating Council, or the Independent
Electricity System Operator. These investments are also prompted by the need to
connect new customers and upgrade existing equipment and network transfer
limits -- sorry, network transfer levels when capabilities are exceeded and to
achieve government policy objectives.

In short, development investments are all non-discretionary within the meaning of
the OEB's filing requirements for electricity transmission applications.

MR. NETTLETON: Now, Mr. Penstone, can you comment on whether these
development investments can be deferred to a later period?

MR. PENSTONE: As I noted, the nature of non-discretionary projects is defined by
both need and timing. From a planning perspective, projects are expected to meet
the need within a prescribed time and therefore cannot be deferred to a later date.

D In contrast to sustainment projects, Hydro One does not determine the merits or
timing of development projects but is obligated to complete them. In the Power Workers’
Union’s (“PWU") view, the level of development capital spending required to fulfill

obligations are not at the discretion of Hydro One and should be considered reasonable.

6. The PWU notes that the level of sustainment capital is materially higher than
historic years. From 2009 to 2012, Hydro One directed a significant amount of capital

2 Oral Hearing Transcript, Volume 5, Page 21
® Oral Hearing Transcript, Volume 5, Page 22



















































































































































