
Filed:  September 7, 2017  

EB-2017-0150 

Exhibit I 

Tab 5.4 

Schedule 1.12 OEB STAFF 12 

Page 1 of 2 

OEB STAFF INTERROGATORY 12 1 

5.0 Commitments from Previous OEB Decisions 2 

5.4 Is the IESO's rationale as to why benchmarking is not possible or appropriate 3 

acceptable 4 

5.4 Staff – 11  5 

INTERROGATORY 6 

Reference: Exhibit C-4-1, p. 1-2 Preamble: 7 

The IESO submits cost benchmarking is not appropriate due to a lack of available information 8 

and lack of suitable comparable entities to bench mark against. 9 

Questions: 10 

a) Did the IESO investigate whether any parts of the organization could be benchmarked? For 11 

example, did it consider whether employee compensation costs, including pensions and 12 

OPEBs, or certain functions of the organization – like HR, communications, and finance 13 

groups - could be benchmarked against other organizations? 14 

RESPONSE 15 

The IESO examined the opportunity to undertake cost benchmarking for some or all of its 16 

functions and activities as a means of providing a measure of the reasonableness of the IESO’s 17 

proposed expenditures and fees. The IESO performed a review that included identification of 18 

possible appropriate comparable entities to the IESO, outreach to these comparable entities to 19 

understand how the IESO is similar to, or is materially different from, them, identification of 20 

where similar benchmarking activities have already taken place or suitable information is 21 

available, and examination of available information. The IESO also leveraged the regulatory 22 

scorecard development activities to inform its conclusions.  Based on the review (described in 23 

Exhibit C-4-1), the IESO concluded that, due to the structure of the Ontario electricity sector, no 24 

comparable Ontario entities to the IESO were identified that were suitable for benchmarking 25 

costs of IESO functions and activities for providing a measure of the reasonableness of the 26 

IESO’s proposed expenditures and fees.   27 

The IESO does benchmark compensation costs as described in response to Board Staff 28 

Interrogatory 4 Exhibit 1.1, Tab 1,1, Schedule 1.4. 29 
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While there was no comparable entity identified, the IESO did examine the Federal Energy 1 

Regulatory Commission (FERC) ISO/RTO Common Metrics Report, which publishes metrics that 2 

are calculated using information that is submitted on a voluntary basis, with the intent of 3 

comparing areas in which RTOs and ISOs and non-RTOs and ISOs perform identical functions.   4 

The review found that limited cost-benchmarking information was included, and that FERC 5 

staff has largely avoided drawing comparisons between the entities due to the significant 6 

differences in the scale of operations.  As described further in Exhibit C-4-1,  other challenges to 7 

comparing ISO/RTOs wholly, or in part, include lack of information quality or completeness 8 

due to the voluntary collection of the data, inherent variations in market design, system size 9 

and complexity, operating conditions, generation mix, policy and regulatory environments, and 10 

application of accounting policies and procedures to collect and report costs. For these reasons, 11 

the IESO believes that cost benchmarking for some, or all of its, functions and activities is not 12 

feasible as a means of providing a measure of the reasonableness of the IESO’s proposed 13 

expenditures and fees.    14 
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BOMA INTERROGATORY 41 1 

Issue 5.4 2 

INTERROGATORY 3 

Reference: Issue 5.4 4 

(a) Please confirm that there are certain metrics that can be used to compare activities under the 5 

control of the IESO, AESO, and the US RTO/ISOs, such as actual administrative spending 6 

per MW/h versus budget forecasts, customer satisfaction indices, billing/audits. 7 

(b) Is it not the case that, while the IESO, AESO, and the US RTO/ISOs each may have unique 8 

responsibilities, such as, in the case of IESO, responsibility for CDM, there is a common set 9 

of activities, performed by all or most of the above agencies, including operation of energy 10 

and capacity markets, oversight of transmission systems, transmission planning, oversight 11 

of conduct of market participants and enforcement of standards (rules), and monitoring of 12 

reliability.  Please discuss fully. 13 

(c) Please provide a table which shows the functions provided by each of the IESO, AESO, and 14 

the six US RTO/ISOs, which are the subject of the ongoing FERC review, in particular, ISO 15 

NE, NYSO, PJM, MISO, and CAISO, and ERCOT.  ERCOT is not FERC-jurisdictional, but 16 

studies have been made of the ERCOT's operations. 17 

RESPONSE 18 

a & b) Exhibit C-4-1 discusses the limitations of developing comparable metrics for the IESO 19 

compared to the entities cited.  As discussed in its evidence, the IESO continues to maintain 20 

that such comparisons are not appropriate due to the lack of available information and the 21 

lack of suitable comparable entities to benchmark costs against.  22 

As discussed in the IESO’s evidence, based on discussions with representatives of the 23 

ISO/RTOs, the challenges of comparing ISO/RTOs to one another were seen to include: 24 

 • Lack of assurance of information quality or completeness because of the voluntary 25 

collection basis and lack of standardization of tools, scope and methodologies to collect 26 

information at the entity level. 27 

 • Inherent variations in market design, system size and complexity, geography and  28 

footprint, operating conditions (such as weather patterns), generation mix, policy  and 29 

regulatory environments, and NERC functional model registration, among  other 30 

possible differences that can have a material impact on underlying costs. 31 
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 • Application of accounting policies and procedures to collect and report costs may vary. 1 
2 

c) As the IESO maintains that it is not comparable to the entities cited for the reasons stated in 3 

response to parts (a) and (b) above and in its filed evidence, the IESO has not completed the 4 

requested table. 5 
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BOMA INTERROGATORY 43 1 

Issue 2 

INTERROGATORY 3 

Reference: Recent FERC Reports; Benchmarking; Issue 5.4, Exhibit C, Tab 1 4 

(a) In particular, has the IESO studied, in depth, the effort by FERC to develop metrics for 5 

comparing the performance of the US RTO/ISOs, the initial report, entitled "Performance 6 

Metrics for Independent System Operators and Regional Transmission Organizations", 7 

April 2011 (Appendix 2), together with the follow-up FERC Staff Report, "Common Metrics 8 

Report, October 2016, Docket AD14-15-000" ("Common Metrics Report") (Appendix 3)?  9 

Copies of both reports are attached to these Interrogatories. 10 

(b) The Common Metrics Report provides, at pp66-70, a comparison of administrative costs, 11 

both operating costs and capital costs, for the five major FERC jurisdictional ISO/RTOs that 12 

were the subject of FERC's studies, CAISO, ISO, NE, NYISO, and PJM.  Please confirm that it 13 

would be possible to compare IESO's administrative costs, appropriate operating and 14 

capital to those numbers with adjustment for the IESO's CDM function.  Please discuss fully. 15 

(c) Appendix A of the Common Metrics Report shows the List of Common Metrics developed 16 

by the FERC Staff, based on information submitted by the five major ISO/RTOs.  Please 17 

indicate which common metrics would not be appropriate metrics to apply to the IESO's 18 

performance, and why, and which would be appropriate, or appropriate with modifications. 19 

(d) Please confirm that the IESO and the AESO, and the five RTO/ISOs conduct similar 20 

activities and operations, including: 21 

(i) administration and management; 22 

(ii) billing; 23 

(iii) meet customer satisfaction; 24 

(iv) transmission planning; 25 

(v) supervision of open access transmission; 26 

(vi) maintain system reliability as established by NERC, and its regional designates; 27 

(vii) economic dispatch subject to system constraints; 28 
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(viii) acquire generation capacity; 1 

(ix) balance the market, both internally and externally, and supervise activities; 2 

(x) forecast system demand; 3 

(xi) operate wholesale markets to ensure maximum efficiency given constraints; 4 

(xii) encourage growth of new and diversified power sources, eg. demand response, 5 

renewables; 6 

(xiii) operate energy and reserve and ancillary markets. 7 

Please note which functions any of the RTO/ISOs, including AESO, perform which 8 

the IESO does not perform, and which functions the IESO performs that are not 9 

performed by one or more of the other RTO/ISOs.  Please discuss each of the 10 

functions (i) through (xiii) separately. 11 

(e) Please confirm that most of the items on which IESO will provide information for the 12 

purposes of constructing a scorecard, as shown at Exhibit C, Tab 1, Schedule 1, Attachment 13 

1, p7 of 56, would also be useful for a benchmarking study with the five major US ISO/RTOs 14 

and AESO. 15 

RESPONSE 16 

a) through d) please refer to the response to BOMA Interrogatory 41 at Exhibit I, Tab 5.4, 17 

Schedule 2.41. 18 

e) The IESO would not expect many of the items contained in the table to be useful for a 19 

benchmarking study with the five major US ISO/RTOs and the AESO as they are Ontario 20 

specific.  Also refer to page 10 of Exhibit C-1-1, Attachment 1.21 
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ENERGY PROBE INTERROGATORY 19 1 

Issue 5.4 2 

INTERROGATORY 3 

References: Exhibit C, Tab 4, Schedule 1 4 

Preamble: The IESO understands and appreciates the underlying desire for the Board and the 5 

Parties to look to the potential for cost benchmarking of some or all of its activities for the 6 

purpose of understanding the reasonableness of the IESO’s proposed expenditures and usage 7 

fees. 8 

However, based on the analysis above, the IESO respectfully submits that such an activity is not 9 

appropriate due to the lack of available information and the lack of suitable comparable entities 10 

to benchmark costs against. 11 

a) Does IESO accept that external cost benchmarking is useful? Please discuss. 12 

b) Why does IESO believe data comparability restrictions are too large? 13 

c) Although IESO believes that its core operations (to be defined by IESO in the response) 14 

cannot be compared to other RTO/ISOs, please provide a similar chart to Figure 8 in the 15 

FERC Report referenced in the evidence (Exhibit C, Tab 4, Schedule 1, Page 2 lines15-16) 16 

showing IESO overall administration Cost/MWh over the period 2010-2016, adjusted for 17 

exchange rates.  18 

d) Please provide an internal benchmark analysis with schedules and charts showing OPA and 19 

IESO core operations costs from 2010-2017 (pre and post merger) and as applicable, 20 

normalize these for export and domestic functions based on relevant metrics such as 21 

$/MWh.  22 

RESPONSE 23 

a) The IESO believes external cost benchmarking is a valuable tool as long as appropriate 24 

comparable entities and suitable information is available as a basis to benchmark against.  25 

Where there are no comparable entities, or where available benchmarking data lacks 26 

assurance of information quality or standardization due to the way it is collected, the IESO 27 

believes that the value of cost benchmarking is greatly diminished.  28 

b) Please refer to the response to OEB Staff Interrogatory 12 at Exhibit I, Tab 5.4, Schedule 1.12.  29 
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c) Figure 8 in the FERC Report pertains to Energy Management System availability (average 1 

and range) measuring the availability of the systems used for real-time monitoring and 2 

security functions. The IESO will not be providing the requested data. 3 

d) Predecessor organizations (IESO and OPA) were structured differently and did not have the 4 

requested data that could readily be mapped on a comparative basis. Hence, the IESO will 5 

not be providing the requested pre-merger data, as there was an overlap and/or duplication 6 

of certain functions and the data is not comparative to later years, in terms of meaningful 7 

trends.  8 

Further, post-merger the IESO has not engaged in comprehensive activity based costing and 9 

it does not have a mechanism to normalize for export or domestic functions. All IESO 10 

support functions are shared across the organization and their costs are not allocated to 11 

specific functional groups; instead, costs are aggregated by functional areas (i.e., divisions, 12 

business units or departments).13 
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ENERGY PROBE INTERROGATORY 20 1 

Issue 5.4 2 

INTERROGATORY 3 

Reference: Exhibit C, Tab 5, Schedule 1, Page 2 4 

a) Please update the Table provided in the reference for 2016. 5 

b) Please provide the expenditures and savings associated with the CII Programs for each year over the 6 

period 2014-2016 as well as the 3 year totals. 7 

c) Please provide similar information for the Residential Sector Programs. 8 

RESPONSE 9 

a) The table at Exhibit C-5-1 has been updated for 2016 in the table below: 10 

11 

12 

b) The requested informtion is provided in the table below: 13 
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1 
c) The requested information for the Residential Sector Programs is provided in the table below: 2 
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