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ﬂydro@

Hawkesbury

November 13, 2017
Ontario Energy Board P.O.
Box 2319 27th Floor

2300 Yonge Street Toronto,
Ontario M4P 1E4

Attention: Ms. Kirsten Walli, Board Secretary
Regarding: EB-2017-0048 2018 Cost of Service Application

Dear Ms. Walli,

Please find attached Hydro Hawkesbury Inc’s responses to VECC, SEC and Board
Staff's interrogatories. This application is being filed pursuant to the Board’s e-Filing
Services.

Please be advised that HHI was unable to provide complete responses to 2-Staff-23
and 2-Staff-24 for November 13. HHI commits to providing written response to those
two specific interrogatories no later than November 20, 2017.

Yours truly,

Michel Poulin, General Manager
Hydro Hawkesbury Inc.

850 Tupper Street

Hawkesbury, ON

K6A 3S7
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1. RateModel: 2-Staff-18 Update Cost of Power in tab 4.12

2. RateModel: 8-Staff-76 Update to Revenue Offsets MicroFit

3. RateModel 8-VECC-37 Update SFLF with weighted average

4. RateModel 4-Staff-62 Add 17,768 to model for Property taxes
5. RateModel 5-Staff-63 Update Cost of Capital

6. RTSR: 8-VECC-36 Update model to 2018

7. Load Fcast 3-VECC-16 Correct average of HDD/CDD.

8. Load Fcast 3-VECC-22 Add verified 2016 results

9. LRAMVA. 4-VECC-31 New model and update threshold 388,471
10.RRWF 1-Staff-1 Update model

11.Bill Impact: 1-Staff-2 Update model

12.CA: 7-Staff-64 BO of Assets — capital contribution
13.CA: 7-Staff-64 Change breakout from 100% to 65% 35%
14.CA: 7-Staff-67 6.2 add number of devices

15.DVA CS: 9-Staff-83 per class allocation of account 1595
16.DVA CS: 9-Staff-86 CBR split 1580

Updated Models & Documents filed.
HHI 2018 LRAMVA Work Form

HHI DVA Continuity Schedule
HHI Update of Demand Data
HHI Load Forecast model
HHI Tariff Schedule and Bill Impacts
HHI RTSR Workform

HHI Rev Reqt. Work Form
HHI PILs Workform

HHI Cost Allocation

10.HHI GA Work Form
11.2011-2014 Verified Results
12.2016 Verified Results
13.CDM Approved Plan

14.HHI Ch2 Appendices

© © N o gk~ wDdhPE
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Preamble — 2017 Budgeted vs. 2017 Actual (9mon Actual+3mon

Budgeted)

As a May 1 filer (application filed on July 7,2017) , HHI used 12 months of budgets in its
application filed on May 1, 2017. As requested in the IRs, HHI has provided in the table below a
comparison of its 2017 budgeted as per submitted on May 1, to its “To date” as of the end of
September 2017 and its year-end budgets using January — September as actuals and October

to December as budgeted.

CAPITAL
Al‘ftligl Budgeted | Revised
Description As filed b Oct-Dec | budgeted | Variance Explanation
end of 2017 | for 2017
09/2017
System Access
New Subdivision $10,000 $135 $0 $135 59865 | © lsn“gg'i’;s'on
. Less New
New Customer Connections $2,500 $487 $500 $987 -$1,513 Services
Meters - Commercial Change
To Smart Meters, New Changing Meter
Customer Meters And Defective $19,403 382,713 %0 332,713 $13,310 G>50To Sm
Meter Replacement
Less New
N Services So
Residential $10,766 $5,653 $2,200 $7,853 -$2,914 Less Meters
Required.
More Than
Transformers - Inventory Anticipated.
o $9,000 $6,405 $4,500 $10,905 $1,905 Depends On
(Subdivision) . :
Kva Size ( Price
Differs)
Total Category
Category Total $51,669 $45,392 $7,200 $52,592 $923 Variance
Alf“:gl Budgeted | Revised
Description As filed P Oct-Dec | budgeted | Variance Explanation
end of 2017 | for 2017
09/2017
System Renewal
Will Capitalize
115 Kv Mts Upgrade $3,525,000 $0 $3,525,000 | $3,525,000 $0 At Year End.
Tap Changer
44Kv Ms 44Kv Insulator |r$1$nq:cljri§?e
Replacement/ Postponed Due $5,000 $0 $3,400 $3,400 -$1,600 .
Assistance So
To Tap Changer Leaks
Insulators In

Future Years
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Last 2 Poles On
Our Program
Pole Replacement Program (15) | $60,000 $59,883 $4,300 $64,183 $4,183 Were More
Costly ( Rocky
Soils)
Porcelain Insulator Project 2017
Replacement $21,720 $15,658 $4,000 $19,658 -$2,062 Completed,
Arrestors
Porcelain Air Gap Lightning Purchased.
Arrestor Replacement $7.864 $1.875 $1.875 -$5,989 Installation In
2018
$0 $0
Category Total $3619,584 | $77.416 | $3536,700 | $3.614,116 | -$5.468 | |owdl Category
Variance
Af“:gl Budgeted | Revised
Description As filed P Oct-Dec | budgeted | Variance Explanation
end of 2017 | for 2017
09/2017
System Service
Total Category
Category Total Variance
General Plant
- Less Than
Building $2,000 $1,500 $0 $1,500 -$500 Budgeted
Slightly More .
. . Fireproof
Office Equipment $3,500 $0 $3,845 $3,845 $345 Cabinet More
That Expected.
Needs Fulfil At
Computer Hardware $2,600 $2,077 $0 $2,077 -$523 Lesser Price
Slightly More
Software North Star Upgrade $31,000 $1,399 $31,000 $32,399 $1,399 Than Expected
Hand Tools Line Crew $1,000 $0 $0 $0 -$1,000 No Need
Only (Pole) Drill
Power Tools Line Crew $1,000 $0 $670 $670 -$330 Required In
2017
Category Total $41100 | $4976 | $35515 | $40,491 $609 J“g;;’;ﬁ”
Under Overall
2017 Total Capital $3,712,353 | $127,784 | $3,579,415 | $3,707,199 -$5,154 Budget By
0.13885%
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OM&A
Actual upto | Budgeted Revised A;Z\I:Iseed d_ 2017-
Reporting Basis 2016 2017As filed end of Oct-Dec budgeted for budaeted 2016 2018
09/2017 2017 2017 9
(9+3)

Account Description

Operations
5005-Operation Supervision and
Engineering $0 $0 $0 $0
5010-Load Dispatching $0 $0 $0 $0
5012-Station Buildings and Fixtures
Expense $0 $0 $0 $0
5014-Transformer Station Equipment -
Operation Labour $14,449 $50,580 $43,147 $3,834 $46,981 -$3,599 $32,533 $30,044
5015-Transformer Station Equipment -
Operation Supplies and Expenses $7,567 $7,719 $6,088 $2,451 $8,539 $820 $971 $8,105
5016-Distribution Station Equipment -
Operation Labour $5,536 $12,647 $10,257 $2,215 $12,471 -$176 $6,935 $12,900
5017-Distribution Station Equipment -
Operation Supplies and Expenses $1,270 $1,296 $968 $307 $1,275 -$21 $5 $1,322
5020-Overhead Distribution Lines and
Feeders - Operation Labour $16,979 $17,319 $7,460 $9,043 $16,503 -$816 -$476 $18,185
5025-Overhead Distribution Lines and
Feeders - Operation Supplies and Expenses $970 $989 $983 $0 $983 -$6 $13 $1,038
5030-Overhead Subtransmission Feeders -
Operation $0 $0 $0 $0 $0 $0 $0
g%i?;gﬁrhead Distribution Transformers- $6,999 $7,139 $4,765 $1,656 $6,422 $717 $577 $7,496
5040-Underground Distribution Lines and
Feeders - Operation Labour $2,761 $2,816 $724 $3,180 $3,904 $1,088 $1,144 $2,957
5045-Underground Distribution Lines and
Feeders - Operation Supplies and Expenses $0 $0 $0 $0 $0 $0 $0 $0
5050-Underground Subtransmission
Feeders - Operation $0 $0 $0 $0 $0 $0 $0 $0
5055-Underground Distribution
Transformers - Operation $1,080 $1,823 $861 $222 $1,083 -$740 $3 $1,914
5060-Street Lighting and Signal System
Expense $0 $0 $0 $0 $0 $0 $0 $0
5065-Meter Expense $9,408 $9,596 $7,945 $2,735 $10,680 $1,084 $1,273 $10,076
5070-Customer Premises - Operation
Labour $0 $0 $0 $0 $0 $0 $0
5075-Customer Premises - Materials and
Expenses $0 $0 $0 $0 $0 $0 $0
5085-Miscellaneous Distribution Expense $0 $0 $0 $0 $0 $0 $0
5090-Underground Distribution Lines and $0 $0 $0 $0 $0 $0 $0

Feeders - Rental Paid

11




Hydro Hawkesbury Inc.

Response to Interrogatories
November 13, 2017

5095-Overhead Distribution Lines and
Feeders - Rental Paid $1,453 $1,482 $1,468 $0 $1,468 -$14 $14 $1,556
5096-Other Rent $0 $0 $0 $0 $0 $0 $0
Total - Operations $68,472 $113,406 $84,665 $25,644 $110,309 -$3,097 $41,837 $95,593
Account Description
Maintenance
5105-Maintenance Supervision and
Engineering $6,684 $6,818 $0 $6,818 $6,818 $0 $6,818 $6,954
5110-Maintenance of Buildings and Fixtures
- Distribution Stations $0 $0 $0 $0 $0 $0 $0
5112-Maintenance of Transformer Station
Equipment $0 $0 $0 $0 $0 $0 $0
5114-Maintenance of Distribution Station
Equipment $0 $0 $0 $0 $0 $0 $0
2120 Maintenance of Poles, Towers and $14,590 $14,882 $9,609 $7,313 $16,922 $2,040 | $7,313 $15,626
oLeo vaintenance of Overhead Conductors | 44 31 $45,198 $11,263 | $29,723 $40,986 $4212 | $29,723 | $47,458
5130-Maintenance of Overhead Services $35,276 $47,528 $5,127 $37,751 $42,877 -$4,651 $37,751 $49,904
5135-Overhead Distribution Lines and
Feeders - Right of Way $50,484 $60,583 $15,855 $46,753 $62,608 $2,025 $46,753 $63,612
5145-Maintenance of Underground Conduit $130 $374 $387 $0 $387 $13 $0 $393
5150-Maintenance of Underground
Conductors and Devices $6,695 $8,240 $6,266 $2,632 $8,898 $658 $2,632 $8,652
5155-Maintenance of Underground Services $6,408 $7,451 $4,379 $2,553 $6,932 -$519 $2,553 $7,824
5160-Maintenance of Line Transformers $2,552 $2,603 $5,342 $2,820 $8,162 $5,559 $2,820 $2,733
5165-Maintenance of Street Lighting and
Signal Systems $0 $0 $0 $0 $0 $0
5170-Sentinel Lights - Labour $0 $0 $0 $0 $0 $0
5172-Sentinel Lights - Materials and
Expenses $0 $0 $0 $0 $0 $0
5175-Maintenance of Meters $1,268 $1,293 $2,172 $2,074 $4,246 $2,953 $2,074 $1,358
5178-Customer Installations Expenses-
Leased Property $0 $0 $0 $0 $0 $0
5185-Water Heater Rentals - Labour $0 $0 $0 $0 $0 $0
5186-Water Heater Rentals - Materials and
Expenses $0 $0 $0 $0 $0 $0
5190-Water Heater Controls - Labour $0 $0 $0 $0 $0 $0
5192-Water Heater Controls - Materials and
Expenses $0 $0 $0 $0 $0 $0
5195-Maintenance of Other Installations on
Customer Premises $0 $0 $0 $0 $0 $0
Total - Maintenance $168,399 $194,970 $60,401 $138,436 $198,837 $3,867 $138,436 $204,514
Account Description
Billing and Collecting
5305-Supervision $0 $0 $0 $0 $0
5310-Meter Reading Expense $30,817 $31,433 $22,883 $8,498 $31,380 -$53 $33,005
5315-Customer Billing $257,683 $265,414 $177,880 $57,787 $235,667 -$29,747 $273,376
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5320-Collecting $105,460 $109,739 $72,189 $33,750 $105,938 -$3,801 $113,014
5325-Collecting- Cash Over and Short -$69 $12 $0 $12 $12 $0 $12
5330-Collection Charges $0 $0 $0 $0 $0
5335-Bad Debt Expense $24,973 $56,098 $0 $68,489 $68,489 $12,391 $57,225
5340-Miscellaneous Customer Accounts
Expenses $0 $0 $0 $0 $0

E%tl?éc't%g'”g and $418,864 $462,696 $272,952 | $168536 | $441,487 | -$21,209 $0 $476,632

Account Description

Administrative
5605-Executive Salaries and Expenses $107,567 $110,794 $84,667 $31,757 $116,424 $5,630 $114,119
5610-Management Salaries and Expenses $23,783 $57,620 $48,239 $12,685 $60,925 $3,305 $59,349
5615-General Administrative Salaries and
Expenses $0 $0 $0 $0 $0 $0
5620-Office Supplies and Expenses $21,907 $22,345 $15,408 $6,261 $21,669 -$676 $22,792
5625-Administrative Expense
Transferred/Credit $0 $0 $0 $0 $0 $0
5630-Outside Services Employed $65,549 $65,549 $57,781 $6,500 $64,281 -$1,268 $67,011
5635-Property Insurance $4,200 $4,284 $3,150 $1,050 $4,200 -$84 $4,370
5640-Injuries and Damages $8,523 $10,194 $6,488 $2,163 $8,651 -$1,543 $10,398
5645-Employee Pensions and Benefits $9,883 $10,080 $7,520 $2,485 $10,005 -$75 $10,282
5646 Employee Pensions and OPEB $0 $0 $0 $0 $0 $0
5647 Employee Sick Leave $0 $0 $0 $0 $0 $0
5650-Franchise Requirements $0 $0 $0 $0 $0 $0
5655-Regulatory Expenses $53,426 $94,067 $50,253 $43,814 $94,067 $0 $95,527
5660-General Advertising Expenses $0 $0 $0 $0 $0 $0
5665-Miscellaneous General Expenses $16,700 $17,034 $13,187 $4,225 $17,412 $378 $17,886
5670-Rent $0 $0 $0 $0 $0 $0
5672 Lease Payment Expense $0 $0 $0 $0 $0 $0
5675-Maintenance of General Plant $22,432 $22,881 $15,848 $4,806 $20,654 -$2,227 $24,025
5680-Electrical Safety Authority Fees $5,112 $5,506 $5,140 $0 $5,140 -$366 $5,616
5681-Special Purpose Charge Expense $0 $0 $0 $0 $0 $0
5685-Independent Market Operator Fees
and Penalties $0 $0 $0 $0 $0 $0
5695-OM&A Contra $0 $0 $0 $0 $0 $0
6205-Donations $0 $0 $0 $0 $0 $0
6205-Sub-account LEAP Funding $2,000 $2,000 $2,000 $0 $2,000 $0 $2,000
6210-Life Insurance $0 $0 $0 $0 $0
6215-Penalties $0 $0 $0 $0 $0
6225-Other Deductions $0 $0 $0 $0 $0
6305-Extraordinary Income $0 $0 $0 $0 $0
6310-Extraordinary Deductions $0 $0 $0 $0 $0
6315-Income Taxes: Extraordinary Item $0 $0 $0 $0 $0
gég(iJr?;Dlscontlnued Operations - Income/ $0 $0 $0 $0 $0
6410-Discontinued Operations - Deductions/
Losses $0 $0 $0 $0 $0
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6415-Income Taxes, Discontinued

Operations $0 $0 $0 $0 $0
Total - Admin $341,082.01 $341,082 $422,354 $309,681 $115,747 $425,428 $3,074 $0
Total $996,817 $1,193,426 $727,699 $448,363 $1,176,062 -$17,364 $180,274 $1,210,114
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Exhibit 1 — Administration
1-Staff-1

Updated RRWF

Upon completing all interrogatories from OEB staff and intervenors, please provide an
updated RRWF (version 7.02, issued July 14, 2017) in working Microsoft Excel format
with any corrections or adjustments that the Applicant wishes to make to the amounts in
the populated version of the RRWF filed in the initial applications. Entries for changes
and adjustments should be included in the middle column on sheet 3 Data_Input_Sheet.
Sheets 10 (Load Forecast), 11 (Cost Allocation), 12 (Residential Rate Design) and 13
(Rate Design) should be updated, as necessary. Please include documentation of the
corrections and adjustments, such as a reference to an interrogatory response or an
explanatory note. Such notes should be documented on Sheet 14 Tracking Sheet, and
may also be included on other sheets in the RRWF to assist understanding of changes.

Response:

An updated RRWF model has been filed in conjunction with these IR responses.
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1-Staff-2
Updated Bill Impacts

Upon completing all interrogatories from OEB staff and intervenors, please provide an
updated Tariff Schedule and Bill Impact model for all classes at the typical
consumption/demand levels (e.g., 750 kWh for residential, 2,000 kWwh for GS<50, etc.).

Response:

A Tariff Schedule and Bill Impact model has been filed in conjunction with these IR
responses.
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1-Staff-3

Ref: Exhibit 1/ 2017 Business Plan/ page 3 — revenue requirement at current rates

On page 3 Hydro Hawkesbury states that the utility “currently operates with revenue of
$1,576,210". The revenue requirement work form (RRWF), on tab 8 shows a revenue
requirement at current rates of $1,611,356.

a) Please reconcile these two amounts and explain the difference.

b) Please confirm that the revenue deficiency is $180,736.

Response:

a) HHI confirms that the distribution revenues as shown on tab 8 of the Revenue
Requirement Workform are correct, and are the result of subsequent revisions to
the application subsequent to the preparation of the Business Plan.

b) HHI confirms that the revenue deficiency of $180,736 as shown in the Revenue
Requirement Workform is correct.
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1-Staff-4

Ref: Exhibit 1/ Administrative Documents/ s 1.3.15/ page 20 — Corporate
Organization

Please provide all the communication between Hydro Hawkesbury, its Board of
Directors and its shareholder from 2014 to 2017, including presentations from Hydro
Hawkesbury to its Board regarding capital investments and OM&A. Please explain how
spending priorities were arrived at.

Response:

HHI updates its Board of Directors regarding its OM&A and capital expenditures on a
monthly basis. A monthly Manager's Summary provides the Board of Directors with an
overview of spending and highlights extraordinary items for review. Capital and OM&A
budgets for 2017 to 2018 were discusssed with the Board of Directors at Meetings
between January 24, February 215, March 27", April 25" and May 30" 2017, based on
the document entitled 2017 Manager’s Report to the Board filed with these responses.

HHI’'s prioritization process is described at page 62 of the Distribution Plan, as follows:

Non-discretionary projects are automatically selected and prioritized based on
externally driven schedules and needs. System Access projects fall into this
category and may involve multi-year investments to meet customer or developer
requirements. A system of project prioritization is applied that takes into account
growth rates, safety, reliability and performance, condition and age, and other
drivers internal or external to HHI. Other projects are selected and prioritized
based on value and risk assessments for each project. System renewal projects
are prioritized based on the selection criteria identified through the asset
management system. System service and general plant projects are prioritized
based on safety, reliability, customer preferences and internal optimization. In
determining reliability priorities, HHI considers the following characteristics of its
distribution system:

» Overhead lines take hours to repair while underground cables may take days,
and

» The current arrangement at the 44kV MS requires the interruption of power to
about 1200 customers or about 1/5 of its total number of customers to transfer
load to the transformer on potential.

Project pace for System Access projects is generally determined by external
schedules and needs. Although System Renewal, System Service and General
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Plant projects tend to be lumpy in nature and most are paced to begin and be
completed within a particular budget year, HHI takes efforts to smooth the effect
on the budget within a given fiscal year. These three investment types are paced
with regard to available resources and managing the program cost impacts on

the customer’s bill.
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1-Staff-5

Ref: Exhibit 1/ 2017 Business Plan/ S. 1.2.2/page 36 — Financial Results and
Exhibit 4/S.4.2.2/page 10

Return on Equity
2014

BA 2014 2015 2016
Deemed 9.36%  9.36%  9.36% = 9.36%
Actual  936%  12.48%  19.72%  17.63%

OEB staff notes that in the years 2014, 2015 and 2016 Hydro Hawkesbury underspend

on OM&A expenses by $156,132 on average at the same time the 110kV capital project
was delayed. As a result, Hydro Hawkesbury reported ROE of 12.48% in 2014, 19.72%
in 2015 and 17.63% in 2016 as shown in the table above.

On page 36 of the Business Plan, Hydro Hawkesbury stated that its overearning was
due to “financial pressures as a result of having to fund the 110KV project without
drawing down on IO funds until late in the project cycle. This caused the ROE to show
overearnings as the utility adopted a more conservative attitude towards its spending.

Hydro Hawkesbury further stated that “by the end of 2017, Hydro Hawkesbury will be
under-earning due mainly to the increase in capital spending related to the 44Kv
substation...The rate of return for 2018 is expected to be 8.78% as prescribed by the
OEB.”

In the OM&A variance analysis on page 10, section 4.2.2., Exhibit 4, Hydro Hawkesbury
states that the overspending in 2014 actual vs. 2014 OEB approved was due to an
overestimation of various expenses like meter expenses, transformer testing, operations
cost on underground distribution transformers as well as maintenance related costs and
billing and collection cost.

a) Please explain why Hydro Hawkesbury reduced needed operational
expenditures due to capital spending.
i) Please provide a detailed comparison in what operational spending was cut to
facilitate capital spending prior to the loan from Infrastructure Ontario.
i) Please state what other alternatives where discussed.
iii) Please provide a more detailed explanation as to the overestimate in the
various OM&A categories as discussed in the OM&A variance analysis.
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b) Please elaborate on the statement that the ROE for 2018 is expected to be
8.78%.

Response:

a) The requested information is as follows:

As described in Exhibit 4, page 11, with respect to Administrative Costs,
the utility put on hold needed maintenance to the building and needed
office supply and expenses to focus its efforts on the issues related to the
110KV substation. The resulting decrease in spending in 2014 was
approximately $56,000. HHI's OM&A variance analysis for the subsequent
years shows that this planned spending was not reinstated in 2015 or
2016, and was in fact exacerbated by a decrease in management salaries
and expenses due to illness. Tables showing the detailed comparison in
what operational spending was cut to facilitate capital spending prior to the
loan from Infrastructure Ontario is shown at 4-Staff-54 .

After all other alternatives were considered, HHI's management and Board
of Directors determined that the reduction in administrative costs
represented a prudent approach to address its capital spending needs
prior to the availability of the 10 funds.

As discussed in Exhibit 4, page 11, the 2014 budget was based on the
average of the four prior years spending plus inflation of 4%. In certain
cases, the prior four years represented years of higher than normal
activity, resulting in overestimations of ongoing costs. HHI has listed
certain categories in its evidence, such as smart meter implementation,
where the costs had been overestimated. HHI notes that all of these
overestimations are significantly below the materiality threshold of
$50,000.

b) HHI has developed its 2018 proposed rates specifically to recover its budget and
the OEB-prescribed ROE, and therefore expects that the resulting ROE will be
8.78%.

21



Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

1-Staff-6
Ref: Exhibit 1/ 2017 Business Plan/ S. 1.2.2/page 15

Table 2 - Summary of Cost Performance Results

2014 2015 2016

(History) (History) (History)
Cost Benchmarking 1,436,164 1,604,174
Summary Actual
Total Cost Predicted 2,837,771 2,806,621
Total Cost
Difference (1,401,607) (1,202,447)
Percentage Difference (Cost -68.1% -55.9%

Performance) Stretch Factor Cohort -

Annual Result L L

On page 15 of the Business Plan, Hydro Hawkesbury states that its “historical capital
additions have also been historically stable which has been achieved using a solid well
tracked budget process.”

In 2011 Hydro Hawkesbury filed an IRM application that included an ICM as well as a Z-
factor requesting funding for assets that had reached the end of their useful lives and
were showing signs of rapid deterioration according to the ICM application in 2011.

a) Please explain why Hydro Hawkesbury considers its historical capital additions
stable given that in 2011 three distribution transformers were thought to be in
critical condition.

b) Please state if and how Hydro Hawkesbury is prioritizing its capital spending.
Please provide any communications between Hydro Hawkesbury and its Board
of Directors to that effect.

Response:

a) HHI notes that the historical period referred to in the Business Plan is 2014 to
2016, while the interrogatory refers to events occurring in 2011.

HHI considers the events surrounding the station work approved in EB-2011-
0173 to be exceptional. As noted in the DSP at page 13, in completing the first
station work unexpected site issues caused the cost to escalate. In addition, after
the station transformer was in service for about a year (just beyond the warranty
period), the new transformer failed, and the old transformer needed to be put
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back in service. This caused delays and added costs. Appendix C of the DSP
provides the details about the stations and the costs.

The table below shows HHI's actual and budget capital expenditures from 2012
to 2018, excluding exceptional spending for substations and 2012 smart meter
spending of $600 thousand. Reduced spending in 2014 and 2015 is the result of
the withdrawal by Infrastructure Ontario from the substation loan agreement,
requiring HHI to access approximately $700 thousand from its own funds.
Planned spending in 2017 is somewhat lower due to anticipated savings in
monitoring and maintenance for the new substations. Average “normalized
spending” (excluding 2014 and 2015) is approximately $202,000..

Normalized Capital Spending
2012 2013 2014 2015 2016 2017 2018

Total capital expenditures | 237,337 | 190,346 | 40,966 | 48,638 | 221,263 | 187,353 | 175,830

b) With the development of its first Distribution System Plan for 2018, HHI has
presented a fully integrated approach to capital expenditure planning. This
includes comprehensive documentation of its asset management process to
support its future five-year capital expenditure plan and detailing the history of its
past five years’ activities. The prioritization process is described in the DSP at
page 62. The DSP was presented to and discussed with the Board of Directors at
January 24, February 213, March 27", April 25" and May 30" 2017. No further
presentation material was provided.
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1-Staff-7

Ref: Exhibit 1/s.1.5/page 30/table 8 — LEAP funding

Table 8 — Working Capital Allowance, as well as Hydro Hawkesbury’s financial
statements, show LEAP funding for the 2014 rate year only. Exhibit 4 shows annual
LEAP contributions of $2000.

c) Please confirm that LEAP funding was included in all relevant calculations.

Response:

a) HHI confirms the LEAP funding has been included in Administrative and General
expenses for all relevant calculations.
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1-Staff-8

Chapter 2 of the Filing Requirements states: “Distributors should specifically discuss in
the application how they informed their customers on the proposals being considered
for inclusion in the application, and the value of those proposals to customers (i.e. costs,
benefits and the impact on rates). The application should discuss any feedback
provided by customers and how this feedback shaped the final application”.

What forms of outreach were employed to explain how the current application serves
the needs and expectations of customers? If none were employed, please explain why.

Response:

HHI's general customer engagement activities are described in Exhibit 1, page 45. In
addition, HHI is one of the few electric utilities to still operate a full-service customer
counter with daily customer interaction. Customers who want to start a new account or
move, pay bills or have concerns or comments can come to the office and interact
directly with Customer Service Reps.

To engage customers specifically with regard to this application, the utility sent out a 2-
page summary of its 2017 and 2018 proposed capital budgets and posted the
information on its website. The 2-page newsletter was sent via email to 750 customers,
and as a bill insert to all customers. The newsletter is presented in Appendix E of
Exhibit 1. HHI's discussion of the letters of comment received and its responses are
provided at Exhibit 1, page 52.
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1-Staff-9
Ref: Exhibit 1/ Business Plan/ page 4

In its application Hydro Hawkesbury states: “Hydro Hawkesbury plans on achieving its
strategic goals by setting and meeting the following objectives:

e Improve reliability.

e Create a service-based utility whose primary goal is to exceed customers'
expectations at a
reasonable cost.

e Promote the long-term, efficient provision of utility services consistent with OEB
policy.

e Work with other utilities in the promotion of both efficient and sustainable
environment.

e Operate effectively with the staff currently in place.

e Reduce operational costs where and when possible.

e Develop and adopt an actionable plan to improve customer experience.”

a) For each objective, please describe the work/projects/initiatives that Hydro
Hawkesbury will undertake to achieve it.

b) Please identify any projects/initiatives described in this application that support
the achievement of any of the objectives above.

Response:

a) Specific examples of initiatives to achieve the objectives are listed below:
e Improve reliability.

i.  3/0 Conductor upgrade

i.  Porcelain insulator replacement

iii.  Porcelain Lightning Arrestor Replacement

iv.  Pole replacement

(Exhibit 2, page 24 and DSP page 92)

e Create a service-based utility whose primary goal is to exceed customers'
expectations at a reasonable cost.

i.  Improved Communication with the Customers during calls: Taking
advantage of identified customer contact touchpoints to drive specific,
measurable outcomes such as improved satisfaction, obtain feedback
and recommendations from customers and enhanced cross-promotion
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of new services, all of which align with fundamental objectives of
customer engagement. (Exhibit 1, page 45)

ii.  Continue to operate full-service customer counter for daily customer
interaction. (DSP page 63)

e Promote the long-term, efficient provision of utility services consistent with OEB
policy.

i.  Prioritization of HHI's legislated/mandatory requirements; for example:

» System access including the obligation to connect customers —
mostly Residential, but Commercial as well.

» Accommodate City, Region, Ministry, etc. mandatory project
requirements.

» Meet the OEB’s — and other regulatory bodies’ — quality,
reliability, health, safety, environmental, etc. performance
standards.

ii.  Safeguard the significant investments already made in its critical
assets and continue to maintain and upgrade as necessary.

iii.  Continue to invest prudently in modern information technology to
provide customers with clear, meaningful bills that can assist them in
managing their electricity usage.

iv.  Optimal life extension, for example: Intensify condition monitoring to
minimize uncertainty regarding decisions relating to equipment
maintenance, renewal, and replacement; Where economically viable,
refurbish cables and equipment to extend their reliable, useful lives.
(Exhibit 2, page 52)

e Work with other utilities in the promotion of both efficient and sustainable
environment.

i.  Participation in integrated regional planning process for Greater
Ottawa Region, and participation as part of the working group for the
Outer Ottawa Sub-Region. No specific initiatives identified for 2018.
(DSP page 18)

ii.  In addition to the visual inspections, poles that are within five years of
their depreciated end of life are inspected and tested. HHI has
purchased a new pole testing device together with Cooperative Hydro
Embrun and this device is used to provide a better assessment of the
condition of the pole and the need for replacement. (DSP page 39)

e Operate effectively with the staff currently in place.

i.  HHI currently employs one General Manager, an Accountant, two
customer service representatives and a Billing Clerk. HHI also
currently employs two linesmen who are both scheduled to retire in
2018. HHI does not plan to hire additional staff in 2017 and 2018 and
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instead, will outsource the linesmen’s functions to a third-party contract
company. (Business Plan page 35)

Numerous contributing factors are impacting workforce planning,
including a shortage of proficiently skilled labour, and increased work
demands, therefore, HHI has opted to invest instead in its current staff
members on the various aspects of running a utility. (Business Plan
page 35)

e Reduce operational costs where and when possible.

Pole condition inspections and comprehensive data collection provides
a better understanding of each asset’s stage in its lifecycle which will
lead to more cost-effective decisions with respect to maintenance,
refurbishment and replacement decisions. Particularly with the new
pole testing equipment more accurate objective assessments of pole
condition are expected.

Proactive maintenance and replacement of plant reduces reactive
maintenance costs and improves service to the customer resulting in
fewer and shorter duration outages, which in turn has a beneficial
impact on the cost of outages to customers. A structured program of
maintenance and renewal with planned rate increases will avoid
disruptive rate spikes when addressing the volume of plant reaching
end of life. (DSP page 15)

e Develop and adopt an actionable plan to improve customer experience.”

Some of HHI's current and future initiatives include:

e Improved Communication with Customers during calls.

e Customer satisfaction survey.

e Use of Bill Insert to communicate various newsletter and
promote e-billing.

e Outage Notification — Planned and unplanned.

e Increase Use of Social Media, contests, promotions, etc.

e Overhaul of the utility’s website to accommodate new
educational section, major projects, promotion of
Conservation and Demand Management programs.(Exhibit
1, page 45)
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1-Staff-10
Ref: Exhibit 1/ Business Plan/ pages 4 and 26
Ref: Exhibit 1, section 1.7.1 p 46

The graphs below show Hydro Hawkesbury’s system reliability metrics as included on
page 26 of the Business Plan filed with its application:

System Reliability Average Number of Hours that System Reliability Average Number of Times that
Power to a Customer is Interrupted Power to a Customer is Interrupted
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The table below shows Hydro Hawkesbury’s system reliability metrics as available on
the OEB’s website (using its build custom reports feature):

Custom Performance Report
Hydro Hawkesbury Inc.

Performance Average Number of Hours Power to Customer is Average Number of Times Power to Customer is
Year Interrupted Interrupted
2015 111 0.48
2014 0.13 0.25
2013 1.09 0.47

Hydro Hawkesbury has set an objective to improve reliability. On page 46 Hydro
Hawkesbury states “Among the three major drivers of customer satisfaction, reliability,
given its already high levels, offers little incremental room for improvement . . .”

a) Please explain the discrepancy in the data above and confirm which numbers are
accurate. Please also confirm Hydro Hawkesbury’s ranking against other LDCs
with respect to reliability.

b) Please explain whether Hydro Hawkesbury’s objective is to generally improve
system wide reliability; or whether Hydro Hawkesbury has identified certain
customers or areas of the system where reliability levels fall below Hydro
Hawkesbury’'s average with a view to making targeted improvements?
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c) What projects will be undertaken to improve reliability, either on a system wide,
or targeted basis, as applicable? Please identify any projects/initiatives described
in this application that support the achievement of this objective.

d) Has Hydro Hawkesbury received complaints or other feedback indicating that
reliability is a concern for its customers?

Response

a) The table below shows the intended chart which comes from the Scorecard as
reported in the OEB’s website.

1.6
14
1.2

0.8
0.6
0.4
0.2

Chart Title
2012 2013 2014 2015 2016

B Average Number of Hours that Power to a Customer is Interrupted

B Average Number of Times that Power to a Customer is Interrupted

b) HHI's objective is normally to improve system wide reliability. As described in
HHI's DSP:

HHI is putting emphasis on its station configuration and backup capability
so that it can supply its customers in the failure of one of its station
transformers with a minimum of customer interruption time. Since 2013
HHI has two transformers in good condition at its 44kV supplied MS.
However only one transformer is supplying power to customers and the
other is on potential only and not connected to the 12.4kV system. In 2020
HHI plans to make alterations to this configuration to allow both
transformers to supply load and to allow either transformer to supply the
entire load without customer outages being required. Similarly, the 115kV
sourced MTS is being rebuilt and one new larger capacity transformer is
being installed with one old transformer being retained for back-up. The
two stations are out of phase because of the different source voltages,
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namely 115kV and 44kV, therefore each station needs to have its own
backup capability. Any load transfers between the MS and the MTS needs
to be “open before close” and will involve a power interruption to some
customers. (DSP page 40)

Please see the response to b), above. In addition, other identified projects to
improve reliability include: 3/0 Conductor upgrade, Porcelain insulator
replacement, Porcelain Lightning Arrestor Replacement and Pole replacement.
HHI's customer satisfaction results and findings based on discussions with its

customers support the valid hypothesis that good service—i.e., high levels of
reliability, or low SAIDI— combined with reasonable prices are essential to
satisfying customers. In other words, all customers expect reliable service at the
lowest prices possible. The investments contained in the DSP have been
identified to ensure that customers continue to be satisfied with the reliability of
service, and that it does not become a “concern”.
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1-Staff-11
Ref: Exhibit 1/ Business Plan/ page 4

Hydro Hawkesbury has set an objective to work with other utilities to promote an
efficient / sustainable environment.

a) Please describe the activities and/or collaboration with other utilities that Hydro
Hawkesbury has, or plans to, engage in to promote an efficient and sustainable
environment.

b) Please identify any projects/initiatives described in this application that support
the achievement of this objective.

Response:

a) HHI continuously seeks collaborative opportunities with neighbouring utilities to
promote an efficient/sustainable environment. Past examples of such
collaborations include the group development of an in-house customer survey
(Exhibit 1, page 49) and the joint purchase of pole-testing equipment with
Cooperative Hydro Embrun (DSP page 39).

b) No specific new initiatives have been identified in this application. HHI continues
to seek collaborative opportunities as they arise.
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1-Staff-12
Ref: Exhibit 1/ Business Plan/ pages 4 and 8
Ref: Exhibit 1/ section 1.7.1/ page 48, Table 19

Hydro Hawkesbury has set an objective to exceed customers’ expectations at a
reasonable cost. On page 8 of its Business Plan Hydro Hawkesbury also notes that it
“has tried several customer engagement activities which resulted in little feedback from
its customers” and the table below indicates that limited feedback has been received.

Table 19 - OEB Appendix 2-AC - Customer Engagement Activities*®

Provide a list of customer Provide a list of customer needs Actions taken to respond to
engagement activities and preferences identified identified needs and
through each engagement preferences. If no action was

activity taken, explain why.

Newsletter No comments received No action required

Information posted on the No comments on proposed Nao action required

Website capital budget.

Customer Satisfaction List of comments is presented Comments were address on the

Survey at Appendix D of this Exhibits utility’s website and notice

posted on social media.

a) How will Hydro Hawkesbury ascertain and define customer expectations for the
purpose of achieving its objective to exceed those expectations at a reasonable
cost?

b) Has Hydro Hawkesbury tried any customer engagement approaches other than
those identified in the table above?

c) For each approach taken, please provide reasons why it was unsuccessful at
soliciting feedback.

d) Has Hydro Hawkesbury obtained external assistance to design and execute
engagement activities?

e) Please describe lessons learned from past customer engagement activities and
how these experiences will inform future engagement strategies.

f) Please identify any work/projects/initiatives described in this application that
support the achievement of this objective.

Response:

a) HHI will ascertain and define customer expectations through its customer
satisfaction survey as well as through feedback received informally through
personal customer contact. As noted in the Business Plan,
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While the values of top management have a significant impact on the
performance of businesses of all sizes, in small businesses, social
performance is more directly and personally shaped by management. A
smaller town with a smaller utility such as HHI is more socially and
economically embedded within the community in which they operate than
are managers of big utilities. Managers of a small utility are more likely to
live in the city or town where they conduct business. They are long term
residents. Their children attend local schools and play in local parks. Their
families personally benefit from safe streets and vital community. The
absence of an infrastructure that exists in larger cities increases the
business ‘motivation to work for general community betterment. Long-term
residence in a town is associated with knowing a greater number of other
residents, interacting with them in multiple venues (as church members,
employees, neighbours, and friends), and knowing more residents beyond
the acquaintanceship level. Each relationship represents a potential
personal invitation to get involved in a community organization and to
engage with customers. If the community has a pattern of residents
working together to promote community betterment, the more people a
business owner knows, the greater the likelihood he or she will be
personally invited to get involved in community projects or this case, have
a voice and an opinion that is sure to be heard. In smaller towns such as
Hawkesbury, customer engagement is not always done at the utility’s
head office; it is often done at while waiting in line at the grocery store,
bank or the gas pump. (Business Plan, page 31)

b) HHI employs the informal feedback opportunities noted in part a) above. As well,
as noted in the DSP, HHI is one of the few electric utilities to still operate a full-
service customer counter with daily customer interaction. Customers who want to
start a new account or move, pay bills, or have concerns or comments can come
to the office and interact directly with Customer Service Reps (DSP page 63).
HHI has also committed to an initiative of improved communication with
customers during calls by taking advantage of identified customer contact
touchpoints to drive specific, measurable outcomes such as improved
satisfaction, obtain feedback and recommendations from customers and
enhanced cross-promotion of new services, all of which align with fundamental
objectives of customer engagement. (Exhibit 1, page 45)
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HHI notes that, as described in Exhibit 1, page 52, some comments were
received in response to the outreach undertaken to inform customers of the
capital plans included in this application. As noted in the evidence, some of this
feedback was either positive toward the utility or related to electricity prices in
general. One letter requested further detail on the proposed capital costs. HHI
interprets the lack of feedback received as being indicative of general approval of
the utility’s proposals and performance, particularly in light of the high satisfaction
ratings contained in its customer surveys.

HHI has not sought external assistance in this regard. HHI notes that the cost of
such initiatives can be prohibitive for a small utility attempting to limit its
customers’ bill impacts while making necessary investments to maintain and/or
improve reliable service in a cost-effective manner. HHI has chosen its current
customer engagement strategy to maximize the reach to its customers
(newsletters are distributed to all customers; website information is universally
available to all customers with internet access) at minimal cost.

While HHI relies on its informal channels for important feedback from its
customers, this feedback is not documented in a systematic manner for reporting
purposes. Future engagement initiatives could investigate the possibility of
documenting this feedback and utility response.

Please see the response to interrogatory 1-Staff-9 above.
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1-Staff-13
Ref: Exhibit 1/ Business Plan/ page 3 and 9
Ref: Exhibit 2/ section 5.2.2a/ page 17 of 128

On page 3 of its Business Plan Hydro Hawkesbury notes that it plans to use the
incremental funds requested in this application to, among other things, “revamp its
website to improve communication with customers in accordance with the objectives of
the RRFE.” On page 9 of its Business Plan Hydro Hawkesbury notes that its website
now includes information about current and upcoming capital projects so that customers
may understand and comment on the utility’s planning decisions. On page 17 of its
Distribution System Plan Hydro Hawkesbury states:

“Hydro Hawkesbury has launched a new user-friendly website at the end of 2016.
Relative to the previous website it will be easier to read, feature greater emphasis on
conservation, demand management and how to reduce their energy costs, and provide
information about Hydro Hawkesbury, and responds to customers’ questions and
concerns. Hydro Hawkesbury’s customers can already access their accounts 24/7 to
view energy consumption which is updated nightly via smart meters, and check their
account balance and payment history.”

a) Please confirm that the website redesign was completed in 2016.

b) Please provide the costs of the new website and, if applicable, identify where
they are included in the application.

c) Information about Hydro Hawkesbury’s capital projects appears to be posted as
‘2017/2018 Budget’ under the ‘Information’ tab, please confirm if this is the
information Hydro Hawkesbury was referring to on page 9 of its Business Plan.
Please also confirm if this information is presented anywhere else on Hydro
Hawkesbury’s website.

d) In Hydro Hawkesbury’'s opinion, why have customers not provided feedback in
response to the information about capital projects posted on the website?

e) Please provide a link or screenshot showing where customers are able to log into
an account and see their energy consumption data.

Response:

a) HHI confirms that the website was completed in 2016.

b) The total cost to develop the website was $ 3,900 and is included in 2016 and
$1,300 early 2017 in Account 1611, Computer Software. As this cost is
immaterial, it has not been individually highlighted in the variance analysis.

c) HHI confirms that this is the information referred to in the Business Plan.
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d) Please see the response to 1-Staff-12, above.
e) http://myaccount.hydrohawkesbury.ca/manage your account /login.asp
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1-Staff-14
Ref: Exhibit 1 Business Plan p 10, 33, and 34

On page 10, 33, and 34 of its Business Plan Hydro Hawkesbury notes that it intends to
develop an actionable plan to improve communication with customers during outages
because “customers accept the occasional power outage, but confidence is eroded
when they cannot get access to timely information on the nature of the incident and an
estimate of restoration times.” Hydro Hawkesbury notes that in an outage Hydro
Hawkesbury “updates its social media and attempts to give as much details as possible
to its customers regarding the location, area affected and timing of the restoration of
power.”

a) What is the timeline for developing the plan to improve communication about
outages?

b) What is the timeline for executing the plan and having improved communications
capabilities and processes in place?

c) Has Hydro Hawkesbury identified the cost associated with this project? If yes,
what are they?

d) Are these costs included in Hydro Hawkesbury’s application? If yes, where? If
no, why not?

e) What effect, if any, does Hydro Hawkesbury expect improved communication
with customers to have on operations costs?

Response:

a) This is already available through HHI's website with a Pop-up window and
through its dispatch (fire department of Hawkesbury). The information is provided
when available through these avenues as well as on its Twitter account. As soon
as HHI is aware of an outage detailed information is provided on the website, fire
department and Twitter. Outcome and time of restoration can also be updated in
a timely manner when the information is available.

Planned outages are posted in the Pop-up and under Power Outages on the site.
Planned outages are always published in the local newspaper. HHI also uses
Twitter and Mail chimp for those customers who provided permission to send
them e-mails.

b) Please see the response to a), above.

c) The cost of this project was minimal, as the website was revamped considering
these approaches.
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As noted above, these costs are incorporated into the website work. Please see
the response to 1-Staff-13, above.

General communication between HHI and the customer may provide valuable
information to identify areas where maintenance efforts should be deployed and
provide important information for future business plans. As for outages, it will
improve the ability to identify the location of the outages when unknown and
shorten response times.

The primary consideration in implementing this initiative is improved customer
service at a minimal incremental cost, rather than decreased operation costs.
Some marginal decrease in administrative costs may possibly be achieved
through a reduction telephone calls during outages.
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1-Staff-15
Ref: Exhibit 1, Section 1.3.11, p 12
Hydro Hawkesbury notes that it is in the process of updating its conditions of service.

a) Please describe the changes that have/will be made to Hydro Hawkesbury’s
conditions of service.

b) Please confirm that the 2011 conditions of service remain in effect until the new
conditions of service have been finalized and posted on Hydro Hawkesbury’s
website.

Response:

a) Please see response to 1.0-VECC-4
b) HHI confirms that the 2011 Conditions of Service will remain in effect until
the new document comes into effect. The current document is posted on

HHI's website at
http://www.hydrohawkesbury.ca/en/information/conditions-of-service
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1-Staff-16

Ref: Exhibit 1/ Business Plan/ page 14

Hydro Hawkesbury notes that it has been ranked first in the province for the past nine
years and has “expended considerable effort to understand drivers of efficiency ranking
and undertaken initiatives to improve its score”

a) What analysis has Hydro Hawkesbury done to understand the drivers of its
ranking?

b) What drivers has Hydro Hawkesbury identified and how does each one
contribute to Hydro Hawkesbury’s efficiency score / ranking?

c) What initiatives has Hydro Hawkesbury undertaken to improve its score? For
each initiative, describe how it is anticipated to improve the score.

Response:

a)

b)

HHI has identified through analysis of the electricity scorecards that its
employee numbers and overall costs are lower than those for other utilities,
noting that its 2016 average OM&A cost per customer at $183 is significantly
below the provincial average of $317.
Key factors are effective business planning, a continuous focus on
operational efficiency, and managing expenditures to make sure that they are
in line with budgets when possible. The Business Plan and Distribution
System Plan will serve a major role in providing the future direction of
financial investment and performance. HHI considers that rigorous planning
will create the conditions for HHI to continue its cost-efficient performance.
HHI's planning, prioritization and investment processes follow good utility
practices that are executed through the DSP. Good utility practices have
inherent cost savings through sound decision making, thoughtful
compromises, right timing and optimum expenditure levels. Some specific
HHI Distribution System Plan cost savings are expected to be achieved using
the following:
» Pole condition inspections and comprehensive data collection provides

a better understanding of each asset’s stage in its lifecycle which will

lead to more cost effective decisions with respect to maintenance,

refurbishment and replacement decisions. Particularly with the new
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pole testing equipment more accurate objective assessments of pole
condition are expected.

» Proactive maintenance and replacement of plant reduces reactive
maintenance costs and improves service to the customer resulting in
fewer and shorter duration outages, which in turn has a beneficial
impact on the cost of outages to customers. A structured program of
maintenance and renewal with planned rate increases will avoid
disruptive rate spikes when addressing the volume of plant reaching
end of life. (DSP page 14)
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1.0-VECC-1

Reference: Exhibit 1. Page 18
a) HHI states that poles are tested when they are within 5 years of the
forecast depreciation end of life. Please describe the type of testing that is

carried out.

Response:

a) Please see the response to 1-Staff-16, above.
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1.0-VECC-2

Reference: Exhibit 1, page 34

a) HHI lists expansion of natural gas under the “HHI Threats” portion of its
business plan. Is natural gas service available in any part of Hawkesbury's
service territory?

Response:

a) HHI confirms that natural gas is available in its service territory. HHI also
notes that earlier this year, Ontario announced that it was providing $100
million for the new Natural Gas Grant Program, part of the province’s
Moving Ontario Forward plan. The program is meant to expand access to
natural gas for communities that do not currently have service, including
those in rural and Northern Ontario and First Nations communities.

Given that natural gas is the dominant heating source in Ontario and
continues to be consistently less expensive than electricity, heating oil or
propane, it is realistic and prudent that HHI would flag Natural Gas as
future threat.
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1.0-VECC-3

Reference: Exhibit 1, page 41, Table 17

a) Please confirm that in Table 17 the 2017 and 2018 figures are based on
proposed rates (not current). If this is not confirmed, please explain the
variance between this table and the revenue deficiency of $180,736 shown
in the RRWF forms.

Response:

HHI confirms that the 2017 and 2018 figures at Table 17 are based on proposed
rates, resulting in a revenue deficiency of zero.
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1.0-VECC-4

Reference: Exhibit 1, page 12.

a) Please provide a list of the proposed changes to the Conditions of Service.

Response:

The proposed changes are presented at the next page.

HHI notes that the update to the conditions of service was originally a joint
project between Embrun, Hydro 2000 and Hawkesbury. While HHI went ahead
with the update, HHI was forced to postpone the project when the VP went on
sick leave.
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ions of Service

Section CoS page |Description Notes
Cover page New cover page
recommended new section Preface New introductory page to discuss conditions of service.
SECTION 1 - INTRODUCTION
11 6 \dentification of Distributor and Service Area Expanded entire paragraph to add specifics regarding the utility's licence and operating paramaters. Includes link to distribution licence.
111 7 Distribution Overview New section with overview of utility's equipment, voltage and the utility's embedment in Hydro One territory
1.2 9 Related Codes and Governing Laws Section was modified to inlcuded references to all codes and policies since 2007.
13 10 Interpretation . L . N N . .
Section was modified to inlcude reference to "Offer to Connect". Added details about the hierarchy of the document.
14 11 Amendments and Changes
15 12 Contact Information Added clarification to the contact info.
1.6 13 Customer Rights/Responsibilities Rewording of service connection.
1.6.1 13 Customer Rights to access meter information Added wording on meter obligations (new subsection)
17 14 Distributor Rights/Responsibilities
171 14 Access to Customer Property New section detailing Access to Customer Property
172 15 Safety and Reliability of Equipment
173 15 Tree and Vegetation Management and Removal of Obstructions new section detailing HHI clearning and maintance of its rights of way on a continued and cyclical basis.
174 16 Operating Control New section detailing the maintaining and operating HHI's equipment
175 7 Repairs of Customer's Physical Structures New section detailing the responsibility of the Customer to repair equipment which is owned by the customer.
18 17 Disputes The Dispute section was enhanced to add details and timing of the process.
19 18 Liabilities New section detailing the utility’s non-liability for the loss of revenues, contracts and damages.
1.10 18 Force Majeur New section detailing liabilities related to Force Majeure and Acts of God.
SECTION 2 - DISTRIBUTION ACTIVITIES (GENERAL)
2.1 19 Connections The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Connections".
211 20 Building that Lies Along The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Building that lies along".
212 21 Expansions / Offer to Connect The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Expansion and Offer to Conner
2121 21 Expansions Rewording of the entire section. (no significant changes in process)
2122 22 Offer to Connect Rewording of the entire section. (no significant changes in process)
2123 23 Alternate Bid Rewording of the entire section. (no significant changes in process)
213 2 Connection Denial The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Connection Denial".
214 2 Inspections before Connection The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Inspections before Connection
215 26 Relocation of Plant The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Relocation of Plant".
216 26 Easements The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Easments".
217 26 Contracts The entire section was reworded and enhanced to add more specfics detailing the utility's obligations with respect to "Contracts".
2.2 31 Disconnection . . . . . .
=57 37 Disconnection Rights listed under the "Disconnection were updated to reflect HHI, industry process and OEB rules and regulations.
. ) . Change section from "Disconnection for Non-Payment of Overdue Accounts" "Disconnection & Reconnection - Process and Charges". The entire sec
221 31 Disconnection & Reconnection - Process and Charges ) )
reworded and enhanced to reflect actual HHI (and industry) processes and OEB rules and regulations.
222 33 Reconnection Rewording of the entire section. (no significant changes in process)
223 33 Disconnection and Reconnection Related Charges Rewording of the entire section. (no significant changes in process)
224 33 Unauthorized Energy Use Rewording of the entire section. (no significant changes in process)
23 35 Conveyance of Electricity Rewording of the entire section. (no significant changes in process)
231 35 Limitations on the Guarantee of Supply Rewording of the entire section. (no significant changes in process)
2311 35 Idemnity and Liability New section which details the liability of the utility
232 36 Power Quality Rewording of the entire section. (no significant changes in process)
2321 36 Power Quality Power Quality Testing New section which outlines the specifics of the Power Quality Power Quality Testing
2322 37 Prevention of Voltage Distortion on Distribution New section which outlines the Tiability of the utility Power Quality Power Quality Testing
2323 37 Obligation to Help in the Investigation New section which outlines the Obligation to Help in the Investigation
2324 37 Timely Correction of Deficiencies New section which outlines the Timely Correction of Deficiencies




Record of Change - Summary of Changes to the Condi

ions of Service

Section CoS page |Description Notes
2325 38 Notification for Interruptions New section which outlines the Notification for Interruptions
2326 38 Emergency Interruptions for Safety New section whichoutlines the Emergency Interruptions for Safety
2327 38 Emergency Service (Trouble Calls) New section which outlines the Emergency Service (Trouble Calls)
2328 38 Outage Reporting New section which outlines the Outage Reporting
233 39 Electrical Disturbances Rewording of the entire section. (no significant changes in process)
234 39 Standard Voltage Offerings Rewording of the entire section. (no significant changes in process)
235 39 Voltage Guidelines Rewording of the entire section. (no significant changes in process)
236 40 Back-up Generators Rewording of the entire section. (no significant changes in process)
237 40 Meter Installation and Meter Reading Rewording of the entire section. (no significant changes in process)
2371 40 General Rewording of the entire section. (no significant changes in process)
2372 44 Current Transformer Boxes Rewording of the entire section. (no significant changes in process)
2373 45 Interval Metering Rewording of the entire section. (no significant changes in process)
2374 45 Meter Reading Rewording of the entire section. (no significant changes in process)
2375 45 Final Meter Reading Rewording of the entire section. (no significant changes in process)
2376 46 Faulty Registration of Meters Rewording of the entire section. (no significant changes in process)
2377 46 Crossed Meters or Billing Errors Rewording of the entire section. (no significant changes in process)
2378 47 Meter Dispute Rewording of the entire section. (no significant changes in process)
24 48 Tariffs and Charges Rewording of the entire section. (no significant changes in process)
241 48 Service Connection Rewording of the entire section. (no significant changes in process)
2411 48 Customers Switching to Retailer Rewording of the entire section. (no significant changes in process)
242 48 Energy (Electricity) Supply Rewording of the entire section. (no significant changes in process)
2421 48 Standard Supply Service (SSS) Rewording of the entire section. (no significant changes in process)
2422 48 Retailer Supply Rewording of the entire section. (no significant changes in process)
2423 48 Wheeling of Energy Rewording of the entire section. (no significant changes in process)
243 48 Deposits Rewording of the entire section. (no significant changes in process)
2431 49 Residential Customer Security Deposit Rewording of the entire section. (no significant changes in process)
2432 50 Non Residential Customers Security Deposits Rewording of the entire section. (no significant changes in process)
244 53 Billing Rewording of the entire section. (no significant changes in process)
2441 53 Account Set-up Charges Rewording of the entire section. (no significant changes in process)
2442 54 Use of Estimates Rewording of the entire section. (no significant changes in process)
2443 54 Arrears Certificate Rewording of the entire section. (no significant changes in process)
2444 54 Power Factor Adjustment Rewording of the entire section. (no significant changes in process)
2445 54 Measurement and Overdue Account Interest Charges Rewording of the entire section. (no significant changes in process)
245 54 Payments and Overdue Account Interest Charges Rewording of the entire section. (no significant changes in process)
2451 54 Payment Options Rewording of the entire section. (no significant changes in process)
2452 54 Late Payment Charges Rewording of the entire section. (no significant changes in process)
2453 55 Arrears Payment Rewording of the entire section. (no significant changes in process)
2454 55 Collection of Account Charge! Rewording of the entire section. (no significant changes in process)
2455 55 Unprocessed Payment Charge Rewording of the entire section. (no significant changes in process)
2456 55 Reconnection Charge Rewording of the entire section. (no significant changes in process)
246 55 Generation Payment Rewording of the entire section. (no significant changes in process)
247 56 Eligible Low Income Customers Rewording of the entire section. (no significant changes in process)
25 57 Customer Information Rewording of the entire section. (no significant changes in process)
251 57 Current Usage Data New section which outlines the Current Usage Data
252 58 Disclosure of Historical Information New section which outlines the Disclosure of Historical Information
253 58 Usage Data Generated by Smart Meters New section which outlines the Usage Data Generated by Smart Meters
2.54 58 Aggregated Information New section which outlines the Aggregated Information
255 58 List o f Retailers New section which outlines the List o f Retailers
SECTION 3 CUSTOMER SPECIFIC
30 59 Customer Class Specific This section originally in the previous version was removed and details incorporated in each section below.
3.1 59 Residential Service Rewording of the entire section. (no significant changes i process)
311 59 Residential Point of Demarcation Rewording of the entire section. (no significant changes in process)
312 59 Residential Underground Subdivisions Rewording of the entire section. (no significant changes i process)
313 61 Residential Single Family Homes Rewording of the entire section. (no significant changes i process)
314 63 Residential Townhouses Rewording of the entire section. (no significant changes in process)
32 65 General (Non-Residential) Service Rewording of the entire section. (no significant changes i process)
321 65 General Service Point of Demarcation Rewording of the entire section. (no significant changes in process)
322 65 General Service Service Requirement Rewording of the entire section. (no significant changes i process)
323 65 General Service Site Information Rewording of the entire section. (no significant changes in process)
324 66 General Service Service Metering Rewording of the entire section. (no significant changes i process)
325 66 General Service Service Inspection Rewording of the entire section. (no significant changes i process)
33 67 Commercial and Industrial Developments Rewording of the entire section. (no significant changes i process)
331 67 Commercial and Industrial Developments Point of Demarcation Rewording of the entire section. (no significant changes i process)
332 67 Commercial and Industrial Developments Service Requirement! Rewording of the entire section. (no significant changes in process)
333 68 Commercial and Industrial Developments Site Information Rewording of the entire section. (no significant changes i process)
334 69 Commercial and Industrial Developments Metering Rewording of the entire section. (no significant changes i process)




Record of Change - Summary of Changes to the Conditions of Service

Section CoS page |Description Notes
335 69 Commercial and Industrial Developments Inspection Rewording of the entire section. (No significant changes I process)

34 69 General Service above TOO0OkW (same as 3.3) Rewording of the entire section. (no significant changes n process)

35 70 Embedded Generation Facility Rewording of the entire section. (no significant changes in process)
351 70 Net Metering Rewording of the entire section. (no significant changes N process)

3.6 70 Embedded Market Participant Rewording of the entire section. (no significant changes n process)

37 70 Embedded Distributor Rewording of the entire section. (no significant changes n process)

3.8 71 Unmetered Connections Rewording of the entire section. (no significant changes N process)

3.9 71 Temporary Services Rewording of the entire section. (no significant changes in process)
331 72 Service Requirements Rewording of the entire section. (no significant changes n process)
332 75 Service Information Rewording of the entire section. (no significant changes N process)
333 75 Supply from Pole Line (where permitted by bylaw) Rewording of the entire section. (no significant changes in process)
334 75 Supply from Underground Distribution System Rewording of the entire section. (o significant changes T process)
335 75 Site Information Rewording of the entire section. (no significant changes N process)
336 74 Metering Rewording of the entire section. (no significant changes n process)
337 74 Servicing Cosots Rewording of the entire section. (no significant changes n process)

SECTION 4 GLOSSARY OF TERMS

Appendix A Utility Voltage

Appendix B Economic Evaluation Model for Distribution System Expansion/Enhancement Same

Appendix C.1 Installation and Service Agreement / Application for Electric Service and Energy Newly added

Appendix C.2 Installation and Service Agreement / Customer Service Layout Newly added

Appendix C.3 Installation and Service Agreement / Load Calculation Sheet Newly added

Appendix D Process and Technical Requirements - for Connecting / Embedded Generation Facilities Newly added

Appendix E MicroFit Connection Agreement Newly added

Appendix F Latest Rate Schedule Newly added

Appendix G Privacy Policy Newly added

Appendix H Underground 120/240 Standard Service Lay Out Location Same

Appendix [ Information Sheet for Development Same

Appendix J Cure Periods For Non-Financial Default Events Same

Appendix K Primary Service Supply — Overhead Primary line — Transformation — Table A Same

Appendix L Primary Service Supply — Underground Feeder — Transformation — Table B Same




Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

1.0-VECC-5

Reference: Exhibit 1, page 50 — Customer Engagement
a) Does the survey completed by HHI use a random sample?

Response:

The survey was sent to all residential customers therefore the responses received
are considered “self-selecting or voluntary”.
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1.0-VECC-6

Reference: Exhibit 1, page 69
a) Please provide HHI's 2016 Scorecard.

Response:

The 2016 Scorecard can be found at the following link.
http://www.hydrohawkesbury.ca/en/information/score-card
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November 13, 2017

1-SEC-1
[Ex.1, BP, p.7] With respect to the 2017 Business Plan:

a. Please provide details regarding the process the Applicant undertook in
developing the plan, including what external assistance, templates and resources
it utilized.

b. [p.32] The Applicant states that one of its weaknesses is “[d]Jependency on third
party assistance to meet its regulatory requirements”. Please provide details
regarding the third-parties the Applicant utilizes to meet its regulatory
requirement. Specifically, please explain what third-parties the applicant utilizes
and for what services.

c. [p.33] Please explain what initiatives the Applicant is undertaking to meet each of
its ‘Opportunities’.

d. [p.36] Please extend table 12 to show the 2016 actual and 2017 forecast
financial ratios.

Response:

a) Putting together the Business Plan was a joint effort between Hydro
Hawkesbury, Cooperative Hydro Embrun and the regulatory consultant
Tandem Energy Services (TESI). TESI used a traditional business plan format
and customized it to be industry specific. TESI then worked with each utility to
develop its own plans going forward and incorporate the OEB’s expectations
from the Rates Handbook into the draft business plan to ensure compliance
with the requirements.

b) HHI is in a 4-year contract with TESI for regulatory services assisting the utility
in creating a work environment that facilitates the understanding and support
of change. Examples of services include but are not limited to;

e Turnkey of IRM and Cost of Service application including response to
IRs

¢ Representing the utility in settlement conference, oral hearings.

e Financial analysis reporting (Tracking of Benchmarking, ROE, projected
income, budget review)

e Update to Conditions of Service.

e Assistance with RRR Annual filing and ROE calculations

¢ Creation of utility-specific models to facilitate RRR reporting or Financial
Reporting

e Creation and update of Business Plan.

e Developing regulatory material for website.
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HHI also employs Deloitte for regulatory accounting services. This includes

regular review of the DVA continuity schedules, tracking of Global Adjustment
(new), audited FS and reconciliation to trial balances. Deloitte also assists the
utility in its Cost of Service application with Exhibit 9 and calculations of PILs.

In preparation for the Cost of Service application, the utility hired the services
of AESI (3" party engineering firm) to assist in the preparation of its DSP.

c)

I. To form strategic alliances with like-minded LDCs to realize greater
efficiencies and integrate new ideas that improve operations and
ensure sustainability in an evolving energy sector.

e To continue to reach out and work with neighbouring to
achieve efficiencies wherever possible and explore cost-
sharing.

ii. To drive down operating costs as much as possible.

e To continue to negotiate contracts and find more cost-
effective solutions wherever possible.

iii. To meet and monitor the utility’s allocated Conservation targets as
closely as possible.

e To continue promoting conservation programs to not only
meet but hopefully exceed its targets.

Iv. To position the utility as, reliable and customer-focused LDC, with
high levels of trust.

e To continue to use its social media and customer
engagement to promote the utilities success and advertise
the fact that it has had the lowest rates in the province for
over a decade.

v. To disaffirm negative perceptions that prevail, particularly in respect
to energy increases.

e To continue educating its customers on regulation and also
continue to explain that the controllable portion of the bill
attributed to HHI is less than 20%

vi. To build a stronger presence within the community.

e To use customer engagement and advertisement of its
conservation programs in order to increase the presence of
HHI in the community.

vii. To engage current and prospective employees and partnerships;
inspire them, build trust and position HHI as a great place to work
or as a great partner.
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e To provide its current employees with comparable training
and pay in order to retain them and also to promote the
utility’s great working environment.

d) Table 12 is shown below. HHI notes that the table 12 in the Business Plan
only included office employees. HHI has added the operation staff in the

table below.
Trades & Technical Positions 2016 2017 To Date 2017 2018
Projection Projections
Actual
General Manager 1 1 1 1
Customer Service Rep 2 2 2 2
Billing Clerk 1 1 1 1
Accountant 1 1 1 1
Operations 2 2 2
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1-SEC-2

[Ex.1] Insofar as these documents are not included as part of the Applicant’s response
to 1-Staff-4, please provide a copy of all documents provided to the Applicant’s Board of
Directors for the purposes of approving the application and the underlying Test Year
budget.

Response:

Please see response to interrogatory 1-Staff-4.
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1-SEC-3

[Ex.1] Please provide copies of all benchmarking studies, reports, and analysis that the
Applicant has undertaken or participated in since 2014, and are not already included in
the application.

Response:

HHI Confirms that it has not engaged in any independent benchmarking studies,
reports, and analysis since 2014. HHI continues to participate in OEB-led initiatives,
such as the PEG analysis, scorecards and yearbooks.
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1-SEC-4

[Ex.1] Please provide a list of measurable outcomes that ratepayers can expect the
Applicant to achieve during the test year. Please explain how those outcomes are
incremental and commensurate with the rate increase the Applicant is seeking in this
application.

Response

e The Annual Scorecard provides and displays measurable outcomes that HHI
achieves.
o0 Improve SAIFI/SAIDI results as much as possible.
0 Monitor and maintain its ROE as close as possible to its approved ROE.
0 Maintain its Service Quality and Customer Satisfaction results to its
highest levels.
o Improve its System Reliability when it does not relate to loss of supply.
o Improve its cost control measures (cost per customer & cost per km) by
looking for cost-sharing and cost-efficiencies opportunities.
e Conservation results provide measurable savings from conservation programs.
e Customer satisfaction Survey providing statistically valid feedback.
e Although less measurable, HHI will continue its investments in Capital projects
ensure continuity of service and reliability.

HHI considers the list of measurable outcomes to be part of its day to day operation and
does not particularly attribute any of the outcomes a rate increase. HHI considers
striving to improve its service and relationships with its customer and finding cost-
efficiencies as an important part of its day to day operations. The rate increase sought
in the application are meant to cover events that are deemed non-discretionary such as
work in order to “keep the lights on” and keep servicing its customers.
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1-SEC-5

[Ex.1, p.35] Please provide a step-by-step explanation of the Applicant’s capital
planning process.
SEC-5

Response:

Please see the DSP, section 5.3 for a description of HHI's capital planning
process. The budgeting process was also discussed at Section 1.5-Application
Summary of Exhibit 1 and Section 2.5.1-Planning of Exhibit 2.
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1-SEC-6

Does the Applicant have a corporate scorecard? If so, please provide copies of each of
the 2014 to 2017 versions. If not, please explain what metrics the management and
Board of Directors use to measure and monitor the Applicant’s activities.

Response:

HHI does not have, nor has it ever had, corporate scorecards. The utility uses a set of
internal tools to monitor and analyse its performances including financial ratios. The
utility plans on continuing to enhance its practice to monitor its activities and
performances on a more frequent basis. HHI also notes that it reviews its capital and
OM&A spending on a regular basis to ensure that they are in line with its approved
budgets.
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1-SEC-7

[Ex.1, p.45] Please explain what activities or investments the Applicant is undertaking,
or not undertaking, based on its customer engagement activities.

Response

As noted in the Business Plan, (page 4), HHI's customer satisfaction results and
findings based on discussions with its customers supports the valid hypothesis that
good service—i.e., high levels of reliability, or low SAIDI— combined with reasonable
prices are essential to satisfying customers. In other words, all customers expect
reliable service at the lowest prices possible.

HHI has established its objectives for 2018 based on this premise. Please see the
response to 1-Staff-9 for a list of initiatives identified to meet HHI's objectives.
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Exhibit 2 — Rate Base

2-Staff-17

Response to Interrogatories

November 13, 2017

Ref: Exhibit 2/Section 2.1.2/page 14/Table 2 — Rate Base Trend

Exhibit 1/Business Plan/Table 17

Appendix 2-AB/ Continuity Schedule

Hydro Hawkesbury shows the following gross fixed assets in table 17 of the Business

Plan:

Table 17 - Table of Rate Base and Revenue Deficiency

Board Approved

Utility Income

Gross Fixed Assets (year end)

Capital Expenditures (additions)

2014

239,099

7,129,008

1,560,990

Actual
2014
-372,868

6,956,532

845,104

Actual
2015
-423,304

7,483,103

519,213

Exhibit 2, table 2 rate base trends shows the following:

Particulars

Net Capital Assets in Service:
Opening Balance

Ending Balance

Average Balance

Working Capital Allowance
Total Rate Base

Table 2 - Rate Base Trend

CGAAP
Last Board
Approved

3,320,570
4,867,995
4,094,282
2,291,918
6,386,201

NEWGAAP

2014

3,288,222
4,799,922
4,044,072
1,610,643
5,654,714

MIFRS
2015

4,799,922
5116,512
4,958,217
1,519,271

6,477,488

Actual
2016
-467,811

7,328,320

1,496,257

MIFRS
2016

5,116,512
6,412,494
5,764,503
1,534,703
7,299,206

Projected
2017
360,556

7112824

905,096

MIFRS
2017

6,412,494
7,112,824
6,762,659
2,908,677
9,671,336

Projected
2018
302,155

7,007,776

175,830

MIFRS
2018

7,112,824
7,007,776
7,060,300
1,554,729
8,615,028

OEB staff cannot reconcile either table with the continuity schedules filed in Appendix 2-
AB. Please reconcile and provide an explanation as to the difference.

Response:

Table 17 uses actual balances as reported in the utility’s financial statement and Trial
Balance. HHI notes that the rest of the table which is not included in Board Staff’s

shapshot explains and reconciles the balances.

59



Hydro Hawkesbury Inc.

Reconciliation to Rate Base
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Board Approved| Actual Actual [Projected|Projected|Projected
2014 2014 2015 2016 2017 2018
Utility Income 239,099 -372,868 | -423,304 |-467,871 | 362,095 | 302,560
Gross Fixed Assets (year end) 7,129,008 |6,956,532|7,483,103(7,328,320(7,112,824|7,007,776
Capital Expenditures (additions) 1,560,990 845,104 | 519,213 |1,496,257| 905,096 | 175,830
IAccumulated Depreciation -2,261,013  2,257,96612,454,157(-599,499 | -782,929 |-1,063,807
?Z%rgg)ve Non-Distribution Assets (2180) / WIP 1,511.809|1,653.353[2,807,257 0 0
Net Fixed Assets 4,867,996  [3,186,758|3,375,5933,605,238(7,112,824(7,007,776
IAverage Net Fixed Assets 4,094,283  |4,500,475(4,958,217|5,764,503|6,762,659(7,060,300
Utility Rate Base 6,386,211 |6,111,377|6,477,488(7,299,206(9,671,336|8,615,028
Deemed Equity Portion of Rate Base 2,554,484 2,444,55112,590,995(2,919,682(3,868,534|3,446,011
Income/(Equity Portion of Rate Base) 9.36% -15.25% | -16.34% | -16.02% | 9.36% 8.78%
Indicated Rate of Return 6.03% 6.21% 6.64% 6.34% | 6.03% 5.59%
IApproved Rate of Return 6.03% 6.03% 6.03% 6.03% | 6.03% 5.59%
Sufficiency / (Deficiency) in Return (0.00%) 0.17% 0.61% 0.31% | 0.00% 0.00%
Equity 40% 40% 40% 40% 40% 40%
Short Term Debt 4% 4% 4% 4% 4% 4%
Long Term Debt 56% 56% 56% 56% 56% 56%
Equity Return 9.36% 9.36% 9.36% 9.36% | 9.36% 8.78%
Short Debt Return 2.11% 2.11% 2.11% 2.11% 2.11% 1.76%
Long Debt Return 3.94% 3.94% 3.94% 3.94% | 3.94% 3.72%
Tax Rate 15.50% 15.50% | 15.50% | 15.50% | 15.50% | 15.50%
Net Revenue Sufficiency / (Deficiency) -1 10,511 | 39,511 | 22,416 0 0
Reconciliation to Appendix 2-AB
2014 2015 2016 2017 2018
Capital Additions from Fixed Asset Continuity Schedules 845104 | 519.213 | 1,496.257 | 905,006 175,830
(from Table 17)
T(_)tal Spending explained at Appendix 2-AB (including 83716 | 368,826 | 334,608 | 3,712,353 | 175,830
Disposals)
Disposals -54,357 | -8,843 -7,746 0 0
Work in Progress 707,031 | 141,544 | 1,153,904 | -2,807,257 0
B-C+D=A 845,104 | 519,213 | 1,496,257 | 905,096 | 175,830
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2-Staff-18
Ref: Exhibit 2/Section 2.3.3/Page 31 — Calculation of Cost of Power

Please update the Cost of Power forecast to reflect the most recent RPP prices from the
OEB'’s Report issued on June 22, 2017 (effective July 1, 2017) for the period from
January 1, 2018 to April 1, 2018.

Response:

HHI confirms that Cost of Power has been updated to reflect the most recent RPP
prices from the OEB’s Report issued on June 22, 2017 (effective July 1, 2017) for the
period from January 1, 2018 to April 1, 2018.
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2-Staff-19
Ref: Exhibit 2/section 2.1.4/page 26

Hydro Hawkesbury stated that asset retirement obligations occurred in 2014, 2015 and
2016 related mainly to the disposal of meters and poles. Please confirm that these are
normal disposals as a part of regular operations and not asset retirement obligations
that were required to be set up upon the initial recording of the related assets as would
be required for financial reporting purposes. If not confirmed, please explain how the
asset retirement obligations were treated in the application.

Response:

HHI misunderstood meaning of the asset retirement obligations in the context of the
filing requirements. HHI confirms that it does not have any asset retirement obligations
in relation to the future decommissioning of its nuclear facilities.
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2-Staff-20
Ref: Chapter 2 Appendices, Tab 2-AA — Capital Projects

a) Please update tab 2-AA by adding a column to show to include 2017 actuals to
date using the table provide as 2-AA as a starting point.
b) Please explain any significant variances from the 2017 budget to actuals.

Response:

a) b) HHI's update 2-AA and variance explanation is presented in the Preamble
section of the responses.
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2-Staff-21

November 13, 2017

Ref: Exhibit 2/Section 2.1/ Appendix A and Appendix B

a) Please provide copies of the original RFP documentation and original contractual
agreements with BPR/Tetra Tech, General Electric, and Eptcon, along with any
appendices, addendums or revisions of terms that have taken place since.

b) Please confirm that the Net Present Value (NPV) calculation for 110KV and
44KV projects has not been performed. If the NPV analysis was omitted as a
decision support tool for both projects, please elaborate why it was not used. If
NPV analysis was performed:

V.

Please provide the results of the analysis using the cost estimates
submitted to the OEB as a part of the EB-2011-0173 application, and
the latest estimates of the project’s final costs. Please state all the
relevant assumptions underlying the NPV calculations, including the
discount rate chosen.

Please provide all the relevant equipment maintenance costs for the
first 20 years for both Alternative #0 and Alternative #3 for 110KV
project and for both Do-Nothing option and Selected Alternative for
44KV project as planned in the original project estimate in EB-2011-
0173 application. If these costs were not considered, please use the
best guess to estimate the maintenance costs.

Please provide all the relevant equipment maintenance costs for the
first 20 year as planned based on “as-built” stations for both projects. If
these costs were not considered, please use the best guess to estimate
the maintenance costs.

Please provide quantitative risk assessment results for both Alternative
#0 and Alternative #3 for 110KV project and for both Do-Nothing option
and Selected Alternative for 44KV project as planned in the original
project estimate in EB-2011-0173 application. Please include
assumptions for failure probability for each of the original transformers.
Please include impact cost analysis in case of transformer failure
considering all the potential options to restore the power to the
customers. Please state all the relevant assumptions underlying the risk
assessment.

Please provide Customer Interruption Cost assumption, if any was
used.

c) Given the issues and the ensuing cost increases encountered due to reliance on
the external contractors for the purposes of developing plans and overseeing the
completion of critical system upgrade projects, has Hydro Hawkesbury performed
any ex-post analysis of its policies and procedures for the development,

64



Hydro Hawkesbury Inc. Response to Interrogatories

November 13, 2017

procurement and management of external engineering services? If so, what were
the outcomes of this analysis?

d) Please provide details regarding the changes that have been made by Hydro
Hawkesbury to its policies and procedures in order to mitigate the financial risk of
similar delays, cost overruns and other related engineering and project
management issues affecting their financial position and operating capabilities in
the future. Please provide any support documentation that clarifies the changes
made by Hydro Hawkesbury.

e) Are there consequences for poor performance for Hydro Hawkesbury
contractors? How are these sub-par performances measured and what are the
consequences for poor performance?

Response:

a) These are the documents HHI has provided (attached):

e BPR Engineering Proposal-2012.pdf

e BPR Engineering Proposal-Jan2015.pdf

e GE Proposal - Nov2013.pdf

e Eptcon - CCDC2 Contract.pdf

e EPTCON CHANGE ORDER CCR #1-Fence.pdf

b) Net Present Value (NPV) was not used to evaluate the 110kV substation
upgrades project because investment in new transformation for the substation
was necessary to mitigate the risk of prolonged service interruption to
Hawkesbury Hydro customers. The existing station transformers were
manufactured in 1965, approaching the end of their service lives, and the
system loading had exceeded the rated capacity of one transformer, i.e. in the
event of a failure of one transformer, the remaining transformer could not
support the load. At least one new transformer was required to restore
redundancy within the station and mitigate the likelihood and the
consequences of a failure.

i.  HHI does not have the information requested
ii.  HHI does not have the information requested
iii.  HHI does not have the information requested
iv.  HHI does not have the information requested
v. HHI does not have the information requested
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c)

d)

November 13, 2017

HHI has not yet conducted any ex-post analysis of its policies and procedures
for the development, procurement and management of external engineering
services. These policies and procedures will be reviewed and revised as
necessary prior to undertaking any further project of this size and scope.

HHI has not yet made any changes to its policies and procedures to mitigate
such financial risks. These policies and procedures will be reviewed and
revised as necessary prior to undertaking any further project of this size and
scope.
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2-Staff-22

Ref: Exhibit 2/ Section 2.1.2/ page 4 lines 4-26/ page 6. lines 23-25/ Appendix A/
Appendix B

a) Section 2.1.2, p. 4, line 4 says: "In 2014, Hydro Hawkesbury hired General
Electric to assist with the commissioning of the new transformer.” Usually,
commissioning is the last stage of a project and is done when the design is
completed and the station is built. Please provide a scope of GE involvement in
2014.

b) Please elaborate on the reasons why the additional scope and nature of work
identified by General Electric was not captured in the report(s) produced by BPR
and used for the purposes of securing the OEB’s ICM approval and the
Infrastructure Ontario loan.

c) Section 9 of the Appendix B (BPR original proposal) states that BPR is covered
by a civil and professional responsibility insurance policies, which appear to
include the coverage for instances of error and omission. Given that the Stantec
Report (Appendix A) appears to suggest that several instances of the project cost
estimates changing due to BPR’s errors and omissions, please describe the
actions (if any) taken by Hydro Hawkesbury to seek any forms of financial
recourse from BPR for any of the cost items that can be characterized as the
contractor’s oversights.

d) Section 2.1.2, p.4, lines 23-26 states: “Revised design and specifications were
submitted to Hydro One. Hydro One required changes to the design of the
proposed circuit switcher in order to meet the requirements of the Transmission
System Code. The proposed changes were made and a revised proposal was
sent.”

i. Please clarify whether the original design documentation prepared by
BPR/Tetra Tech was shared with Hydro One for comment ahead of, or
in the course of the OEB'’s review of the ICM application for the project
funding.

ii. If Hydro One was consulted ahead of General Electric’s involvement,
please provide the original documentation containing Hydro One’s
comments on the proposed design, including any documents providing
approval or any other form of instructions to Hydro Hawkesbury.

iii. If Hydro One was not consulted on the basis of the original design
prepared by BPR, please explain why such consultation did not occur.

e) Section 2.1.2, p.6, lines 23-25 states: “Hydro One had partially reviewed the
drawing and specification of the proposed load breaker switch designed by BPR
only to find that it did not meet the requirements of the Transmission System
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Code.” The referenced passages describe the second instance of Hydro One
identifying deficiencies in the successive iterations of the design documents with
respect to a need for the Load Break Switch, respectively, to meet the
requirements of the Transmission System Code (TSC).

Response:

Please explain whether the successive modifications to Hydro One’s
requirements were driven by the underlying changes in project design
specifications between the two iterations of project documents,
additional information that only became available at a later date,
changes to regulatory requirements, or any other factors (e.g. an
oversight on the part of Hydro One, Hydro Hawkesbury, or any of its
contractors).

Was compliance with Ontario’s regulatory requirements among the
explicit terms / scope of work for which BPR and/or General Electric
were engaged by Hydro Hawkesbury?

If compliance in part e(ii) was explicitly referenced, please describe the
actions taken by Hydro Hawkesbury to explore the reasons underlying
the fact that the produced designs did not appear to conform to the TSC
requirements, and seek financial recourse from the contractors (if any).
Please provide all original correspondence between Hydro Hawkesbury,
BPR, and General Electric related to part e(iii) of this question.

Ahead of submitting the successive iterations of project designs for
Hydro One’s review, what steps did Hydro Hawkesbury staff take
internally to verify whether the project designs meet the requirements of
the TSC, and publicly available Hydro One documentation related to
transmission connection procedures.

a) Major equipment was to be received in the summer/fall of 2013 and
testing/commissioning was originally scheduled for November 2013 as per
schedule within project status report prepared by Tetra Tech August 15,
2013. GE performed additional work in 2014 related Engineering/Project
Management Support/Supply and installation of auxiliary and a protection
system in new control building as well as technical support for metering
panel signal.

Aug 12, 2013

e Receive circuit switchers
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Sept 2013

e Construction new shed and demolish existing shed where
transformer would eventually be installed

e Foundation construction

e Oil containment installation

e Steel structure installation

e Hydro One feed adjustment

Oct 2013

e Install circuit switchers, power transformer and relocate existing
transformer

Nov 2013
e Testing and commissioning
Dec 2013
e Complete connection new equipment

June 2014 — Sept 2014

e Engineering/Project Management Support/Supply and
installation of auxiliary and a protection system in new control
building.

e Technical support for metering panel signal

b) HHI cannot comment on the reasons why the additional scope and nature of
work identified by General Electric was not captured in the report(s) produced
by BPR.

c) No action has been taken by HHI against BPR.

d)

i.  BPR first sent single-line diagram and additional design
documentation to Hydro One by email on April 22, 2013.
ii.  BPR sent the following by email to Hydro One on April 22, 2013:

e CBRO00350-Tx Application-Hydro Hawkesbury.pdf
e Single Line Diagram.pdf
¢ Hydro Hawkesbury Project Description

See email from Hydro One dated November 5, 2014 “H1

concerns with circuit switcher” outlining issues with the
proposed design.
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As per above, Hydro One was consulted, sent documents for
review in April 2013. Circuit switchers were received on site and
invoiced by Siemens August 2013.

It was only the originally proposed circuit switcher that did not meet
the requirements of the TSC. Adding the load break switch in
series solved the problem to the satisfaction of Hydro One, as per
Feb. 10, 2015 letter: “Hydro Hawkesbury 115kV Modification
COVER February 2015.pdf™

N/A — there was only one major modification required (the addition
of the load break switches ahead of the circuit switchers)
Coordination with Hydro One for transformer addition and station
modifications was included in BPR'’s original mandate — refer to
2012 proposal.

Hydro One approval of the proposed station modifications should
have been secured prior to the purchase of major equipment such
as the circuit switchers. This was BPR’s responsibility.

See above. (email provided)

HHI did not review the project design internally as it does not have
the internal expertise to do so. Without a P-Eng. on staff, HHI relies
on the expertise of 3" party engineering firms to assist in managing
project of such magnitude as the replacement of substation.
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2-Staff-23 Incomplete

Ref: Exhibit 2/ Section 2.1.2/ page 10/ Appendix H/ page 2 of the letter from Tetra
Tech to Hydro Hawkesbury.

a)

b)

Please confirm that Hydro Hawkesbury and its contractors did not update the
estimate for the project’s contingency budget after the preparation of the Class 2
estimate, as can be inferred from the Table on p.10 of section 2.1.2.If the above
inference is correct, please describe Hydro Hawkesbury’s rationale for not
proactively updating the project contingency budget when it became first clear
that material modifications would be required.

Please describe the considerations behind selecting the value of 15% as a
project contingency budget at the time of the original budget preparation by
BPR/Tetra Tech, particularly since the April 15, 2015 letter from Tetra Tech to
Hydro Hawkesbury states that the typical project cost variance for estimates of
this precision is between -25% to +75%.

Please confirm whether the information regarding the typical project cost
variances at the “Order of Magnitude” stage was known to Hydro Hawkesbury, or
the matter of selecting an appropriate value based on industry best practices at
early stages of work estimation discussed with BPR? If it was known, please
elaborate how the precision of the cost estimates and sensitivity analysis was
used in the decision-making process.

Response:

a) Response pending

b) A ROM (rough order of magnitude) estimate is defined to be within -25%
to +75%. This type of estimate is typically done during the preliminary
stages of a project to verify the concept, confirm feasibility, etc. Once the
design is completed in sufficient detail, a more precise cost estimate
based on specified equipment/materials and labour is possible, such as a
Class 2. The purpose of such an estimate is generally to predict what
tender bids. A 15% contingency is typical for a Class 2 cost estimate.

c) Response pending
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2-Staff-24 Incomplete
Ref: Exhibit 2/ Section 2.1.2/ page 10/ Appendix H/ Table 1

Based on the examination of the Table on p.10 of section 2.1.2 and the Appendices, it
can be inferred that Hydro Hawkesbury did not anticipate retaining external consultants
for the types of services ultimately provided by Stantec Ottawa, Stantec Montreal, and
General Electric. While the submission explains that the services provided by Stantec
Ottawa were retained at the request of Infrastructure Ontario (10), it is less clear
whether the services of other engineering and construction management companies,
were originally expected to be performed by BPR/Tetra Tech, or were generally outside
of the scope of work.

a) Please explain whether Hydro Hawkesbury’s original agreement with BPR/Tetra
Tech, contemplated that the original contractor would provide the Construction
Management and Engineering Project Management Support services ultimately
performed by Stantec Montreal and General Electric, respectively.

b) If the original agreement contemplated BPR/Tetra Tech performing these
services, please explain why other contractors were ultimately retained to
perform these tasks.

c) If BPR/Tetra Tech was not expected to provide these services at the time of the
original agreement, please describe Hydro Hawkesbury’s plans and budgetary
allocations for these services at the time of seeking the OEB’s approval during
the EB-2011-0173 proceeding.

d) Please confirm whether the $273,442-revision to BPR/Tetra Tech’s fees budget
between the original and the Class 2 estimate was expected to capture the cost
of some or all activities ultimately performed by Stantec Montreal and General
Electric.

e) Please reproduce Table 1 in the Appendix H by adding a third column, to capture
the latest available information on actual costs for each cost category identified
by BPR/Tetra Tech. Where additional cost categories have been added since the
time of the Class 2 estimate reparation, please clearly identify them as such and
provide the latest available cost estimates.

Response:

a) Hydro Hawkesbury expected that the project would be managed by Tetra
Tech, as per their 2012 fee proposal. Construction activities would be
managed and coordinated by a qualified general contractor selected through
a competitive tender/bid process.
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b) Response pending

¢) HHI confirms that BPR was hired to provide these services as indicated in
HHI's 2012 IRM+ICM application EB-2011-0173.

d) Response pending
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2-Staff-25
Ref: Exhibit 2/ Section 2.2.2
Hydro Hawkesbury states:

“Hydro Hawkesbury has adopted depreciation rates based on the Kinectrics Asset
Depreciation Study which can be found at this link.
https://www.oeb.ca/oeb/_Documents/EB-2010-0178/Kinetrics-418033-
OEB%20Asset%20Amortization-%20Final%20Rep.pdf.”

Please elaborate on a logic used by Hydro Hawkesbury to adopt specific values for
each asset class while Kinectrics study identified a range of values for the useful lives
as well as described a number of factors to be considered in order to define the useful
lives.

Response:

HHI notes that page 38 of Filing Requirements For Electricity Distribution Rate
Applications - 2017 Edition for 2018 Rate Applications - Chapter 2 Cost of Service
states that “The applicant must provide a list detailing all asset service lives and tie this
list to the Uniform System of Accounts as appropriate. The applicant must detail
differences of its asset service lives from the Typical Useful Lives (emphasis added)
and provide a detailed explanation for using a service life that is outside the minimum
and maximum TULSs in the Kinectrics Report”.

HHI has applied specific values that are within the ranges identified for each rate class
in order to calculate its depreciation expense.
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2-Staff-26

Ref: Exhibit 2/ Section 2.5.2 (DSP)/ page 9 and 86 of 128

Hydro Hawkesbury notes on p. 9 that its only two internal linemen are set to retire in
2018 and the utility does not plan to replace them, relying on the externally contracted
services for the Operation, Maintenance and capital construction work instead.

a)
b)

c)

d)

f)

9)

Please provide a rationale underlying Hydro Hawkesbury’s decision not to
replace their internal line personnel and instead rely on contracted services.
Please quantify cost savings, if any, assumed by Hydro Hawkesbury with the
work performed by two linesmen to be contracted out.

Please elaborate how the potential risk of potential service delays and significant
increase in one-time costs during the major weather events and other
emergencies will be managed while exclusively relying on the external
contractors.

What is the impact of the planned retirement of the two linemen on Hydro
Hawkesbury’s equipment procurement and inventory management practices?
Will Hydro Hawkesbury continue maintaining its own inventory of equipment, or
will the transition to contracted construction and maintenance services also
involve transferring the inventory management responsibilities to a third party?
Please describe and quantify the anticipated impact on cost and service quality,
as appropriate.

Given Hydro Hawkesbury's recent issues that arose out of reliance on outside
technical expertise, has Hydro Hawkesbury considered the risk of further
reducing its in-house technical expertise in its decision not to replace the retiring
linemen? Please discuss whether and how the utility plans to manage this risk
going forward.

Please provide specific documentation on processes and procedures on how
Hydro Hawkesbury ensures that the services provided by external contractors
are cost-effective, and are improving year over year. Please provide specific
examples.

On p. 86 Hydro Hawkesbury states that it purchased the pole testing devices
jointly with Cooperative Embrun to manage its equipment costs. Please elaborate
how the testing device will be utilized in post-retirement period.

Response:
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a)

b)

d)

f)
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HHI determined that contracted services represented a cost-effective solution
which minimizes administrative burden for a small utility, as training costs, certain
overheads and regulatory burden are borne by the contractor.
The only savings that can be quantified are the absence of costs related to
having internal operation staff. Examples include; (Jan-Sept Actuals + Oct-Dec
budgeted). HHI believes that these costs will be built back into the new hourly
rate charged by Sproule Powerlines.

- Vehicle insurance  $2,989

- Salary and benefits $139,069

- Fuel $5,317.89
- Clothing $1,800

- WSIB $1,300

- CRA remittance $2,341

- CPP $5,128

- OMERS $13,051

- EHT $2,177.37

At the present time, HHI hires contractors on a regular basis in order to provide
assistance to the existing crew of two line staff. Safety rules normally ask for
three qualified staff on the job site. With a regular crew of two (sometimes only
one due to vacation or illness), HHI utilizes Sproule Powerline on a regular
basis. Delays are not a factor, as SPL is located only 10 minutes away from
Hawkesbury.

HHI will not retain any equipment (truck) and will simply use the inventory on
hand until removed unless purchased by a third party. There should be no impact
to service quality, as SPL maintains its own equipment. This will reduce future
capital expense, as trucks will not be replaced. Approximate annual savings for
fuel, maintenance and repair will be approximately $8,500. As indicated above,
HHI believes that these costs will be built back into the new hourly rate charged
by Sproule Powerlines

HHI does not keep a P.Eng on staff, rather, has retained this expertise on an as-
needed basis in the past. The contractors HHI will utilise are more than qualified
and are already used by utilities like Hydro 2000, Cooperative Hydro Embrun and
Ottawa Hydro.

Anticipated cost savings are discussed in part b), above. To date, contractors
have been used to supplement the existing workforce. HHI plans to increase this
reliance in the future, as its existing staff retires. At that time, HHI will monitor the
performance of fully contracted line staff compared to the use of in-house staff
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and make adjustments to its workforce if required. Similar to the existing

monitoring of in-house staff, HHI will monitor the performance of the contractor

with regard to service quality and reliability, as well as cost effectiveness to

determine if this is the best strategy to meet customers’ needs.

g) As described in the DSP at page 124

HHI has approximately 1400 poles. HHI tests the poles when they are 5
years from being depreciated. They also test poles that appear
deteriorated on the three-year visual inspection. The poles are tested
using a pole testing machine HHI purchased last year together with
Cooperative Hydro Embrun. This test equipment gives objective values
concerning the condition of the tested pole. If the reading indicates that
pole strength degradation warrants replacement it is scheduled for
replacement. Otherwise it is scheduled for a retest in 5 years. Each year
poles are tested and the defective poles are scheduled for replacement.

Please see the attached brochure for a description of the pole testing procedure.
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Woodlnspector for quality
identification of wood




Examples

IML Woodlnspector

IML Woodlnspector is an add-on module for the PD-Tools PRO Software
package. The comprehensive evaluation and analysis features of PD-Tools
PRO are further enhanced by technical innovations that significantly
improve the traceability and efficiency of wood testing.

Standard Program

WoodlInspector adds a significant feature to the
standard program through its automated cavity
detection. This feature is particularly valuable
when used to test items such as wooden utility

poles, wood for construction and split poles.
Woodlnspector offers both

graphical and numerical displays of the cavities.
The program can be adapted to the user's indi-

Amplitude (%)

100

Woodlnspector

Program : Standard o

Mode : Full Piercing 40

Start/stop 10,36 cm/39,67 cm

Effective length #8920 oy 40

Cavity detection 113,27 cm/ 34% o
6]

pic. shows numerical display of the cavities

Cavity Detection 2 i
| State: - off Level [Ts=x |
eun Width: [ emse
i Data source: ¢~ Diill data \
@ Feed data i
| H
! ¥ Include tilt

Inspector A wants to detect cavities that are
wider than 1cm. In this case, the parameters do
not need to be changed because the default
setting is 1¢cm (see illustration above).

14 12 10 8 (<] 4 2 0
Drilling depth (cm)

pic. shows graphical display of the cavities

vidual requirements and operating conditions
by setting cavily parameters based on the parti-
cular application (see charts and examples).

Inspector B wants to only detect cavities that
are wider than 2cm, but also wants to know
when the extent of decay is above 10%. Here
the amplitude (parameter level) can be set to
10% and the width to 2cm.

In addition to the drilling data, the measurement feed data can now be evaluated. This helps
to almost completely eliminate shaft friction as a “disturbance variable” because it only has a

minimal effect on the feed rate.
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Pole Program

The pole program was specifically designed through the pole and automatically retracts
to meet the requirements of utility pole the needle when it exits on the other side.
maintenance. The pole program has two key This information is then used to compare the
functions: controlling the drilling device and calculated and the actual exit of the needle.
evaluating measurement data. In addition, the needle is protected from

excessive wear and tear.
The newly developed software for the drilling
device has automatic diameter recognition and
controls the device so that it drills all the way

Calculated

needleexit = %

Actual
needle exit

Automatic
retraction after
needle exit

38 36 34 32 30 280 = 6

pic. shows graphical display by exit of the needle




Detecting Decay

Downstream analysis of the measurement is used to detect advanced decay
{cavities). Now for the first time adaptive decay detection can automatically

detect the early stages of decay. This means the wood can be treated at an

early stage, which significantly extends its useful life.

Detecting Early Decay

Detecting early signs of decay uses a unique
system of autonomous detection of different
densities in the wood.

The level of decay (broken yellow curve in the
graph) is automatically adjusted, depending
on the density of the wood. A hardwood pole
would be set at a higher level and a softer pole
at a lower level.

The specifications for decay and cavity detec-
tion can also be flexibly adapted to customer
specifications.

For example, one can set the levels of decay
and porosity that require a pole to be marked
as being in poor condition. Alternatively, cne
can set a range for which only a warning is
displayed.

Displaying Test Results

The test results can be displayed as good or
poor immediately after the drilling process.
This eliminates the subjective aspect, not only
accelerating the process, but also making it
objective and verifiable.

Of course, there is also the option of later
evaluating or adjusting the measurements
with PD-Tools PRO on a PC or laptop.

Ultimately, the advanced functions of
WoodInspector make checking wood as
easy, safe and economical as possible and
contribute significantly to optimising the
quality of the data collected.

Amplitude (%)
100

287 ma i ap i long ety e S gy 2 o
Drilling depth (cm)

pic. shows graphically level of decay
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pic. shows specifications for decay and cavity detection
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pic. shows displayed results after the drilling process



Pole in good condition

Measuring/object data
Measurement no.: &
ID-number :

Drilling depth ~ :23.97cm
Date :18.09.2012
Time :09:50:14
Feed speed : 200em/min

30 28 26 24

22

Needle speed: 3000r/min  Diameter : 18cm

Needle state : ok Level

Tilt 1 -29° Direction :

Offset 1 167/233 Species

Avg. curve  :off Location
Name

16 14 12
Drilling depth (em)

pic. shows pole in good condition

Pole in poor condition

10 8

Woodinspector
Pragram
Start/stop
Effective length
Decay detection
Cavity detection
Result

: Pole (IML 1.00F)
:0.37cm/20.25¢cm
1 19.88cm

: 0.00em/0%
:0.00em/0%

: PASS

Amplitude (%)
i 100

Measuring/object data
Measurement no.: 91

ID-number z

Drilling depth  :23.97cm
Date :18.09.2012

Time 1 16:39:50
Feed speed : 200em/min
30 28 26 24 22

Needle speed: 3000r/min  Diameter : 19cm

Needle state : ok Level

Tilt 1-29° Direction @

Offset :119/163 Species

Avg. curve  : off Location :
Name

20

18 16 14 12

Drilling depth (ecm)

pic. shows pole in poor condition

Pole with early signs of decay

10 8

WoodInspector
Program
Start/stop
Effective length
Decay detection
Cavity detection
Result

: Pale (IML 1.00F)
: 1.33cm/22.78 cm
:21.45cm i
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Measuring/object data
Measurement no.: 260

ID-number : )

Drilling depth  : 24.42em
Date £19.09.2012

Time : 09:47:09
Feed speed : 200cm/min
30 28 26 24 22

pic. shows early signs of decay

Needle speed: 3000r/min  Diameter : 18.5cm

Needle state : ok Level

Tilt 12312 Direction :

Offset : 160/183 Species

Avg. curve  :off Location :
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Woodlnspector
Program
Start/stop
Effective length
Decay detection
Cavity detection
Result

: Pole (IML 1.00F)
:0.38ecm/23.42cm
2 23.04cm
:13.63ecm/59%
:0.00 em/0%

: FAIL
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IML North America, LLC

Mail: PO Box 1363, Center Harbor, NH 03226
Ship: 15 Glidden Rd., Moultonborough, NH 03254
USA

Phone: 603-253-4600
E-Mail: info@iml-na.com
Web:  www.iml-na.com
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November 13, 2017

2-Staff-27

Ref: Exhibit 2/ Section 2.5.2 (DSP) — General

a)

b)

Please describe Hydro Hawkesbury’s emergency response policies and
protocols regarding major weather events and other low-probability high-impact
events that may result in widespread and prolonged interruptions of service to a
material portion of the utility’s customer base.

Please describe the utility’s inventory management policies related to ensuring
availability of optimal quantity of materials and equipment that may be required in
short order during a major contingency event.

Response:

a)

b)

After hours, all calls are transferred to the Hawkesbury fire department. On-call
staff, whether HHI or SPL, are then called upon with the information pertaining to
the outage. Further information may be obtained from dispatch and/or customers
and the staff immediately go on site to evaluate and assess needed repairs. For
major events, as mentioned above, with two line staff HHI often uses SPL for
trouble calls, either on their own or as assistants to HHI crew. On major events,
SPL is actively involved and provides fleets and workforce as required.

At the present time HHI uses its own inventory. In case of shortage, HHI relies on
SPL, as they have much more equipment than HHI. If SPL answers the call on its
own they supply the required equipment. Furthermore if other equipment is
required, SPL has many options to obtain such materials. The solutions with SPL
involved are much broader than HHI alone.
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2-Staff-28
Ref: Exhibit 2/ Section 2.5.2 (DSP)/ pages 10, 14, 32, 34 and 36 of 128.
Hydro Hawkesbury states on p. 10:

“Hydro Hawkesbury’s DS Plan is designed to present a fully integrated approach to
capital expenditure planning. This includes comprehensive documentation of its asset
management process to support its future five-year capital expenditure plan and
detailing the history of its past five years’ activities.”

Hydro Hawkesbury states on p. 14:

“A capital investment prioritization process, aligned with corporate and asset
management objectives, has been developed to prioritize discretionary capital
investments. This occurs during the budgeting part of the planning process. During the
budget process, capital investments are identified and investment justifications are put
together for each one that identifies the cost of the project and its expected benefits. A
value and risk deferral assessment of the investment is performed. Investment scores
determine priority of the investment for current or future budget periods.”

Hydro Hawkesbury states on p. 32:

“The goals and objectives are used throughout Hydro Hawkesbury’s asset management
approach and are embedded within the asset management policy, strategies, and plan.”

Hydro Hawkesbury states on p. 34:

“In KPMG's March 10, 2009 report to the Board, titled Review of Asset Management
Practices in the Ontario Electricity Distribution Sector (the “KPMG Report”), ...

Four to six key practices for each process describe an ideal asset management
approach, referred to as the "maturity model".

Hydro Hawkesbury’s approach to asset planning covers the five key processes
identified in the KPMG Report and meets the requirements of the OEB. Hydro
Hawkesbury’s review begins with a review of system performance and whether that
performance meets management objectives.”

Hydro Hawkesbury states on p. 36:

“Over the last four years, Hydro Hawkesbury’s adapted Capital Investment Process
(CIP) has been used to effectively manage its assets and capital expenditures”
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a)
b)

c)

d)

e)

November 13, 2017

Please provide comprehensive documentation of the asset management
process, if any, in addition to what is described in the current DSP.

Please provide asset management policy, strategies and plan.

Please provide investment scores based on the value and risk deferral
assessment for each of the projects included in the DPS. Please provide detailed
breakdown of the total investment score for each project.

Please elaborate how Hydro Hawkesbury identified whether Hydro Hawkesbury’s
approach to asset planning covers the five key processes identified by KPMG.
Please provide Hydro Hawkesbury’s response to the Questionnaire in the KPMG
Report, if available.

Please provide Capital Investment Process description and process map.

Response:

a)

b)

d)

HHI's asset management process is described beginning at page 34 in the DSP.
There is no further documentation. HHI considers the DSP to be a “living”
document which will be updated and enhanced year over year. In this first year of
the DSP, HHI has focussed primarily on meeting filing and regulatory
requirements.

Please see the response to a), above.

The utility does not yet assign scores based on value and risk deferral therefore
this information is not available. This is something HHI hopes to implement and
use in future years.

(Pg 14) A capital investment prioritization process, aligned with corporate and
asset management objectives, has been developed to prioritize discretionary
capital investments. This occurs during the budgeting part of the planning
process. During the budget process, capital investments are identified and
investment justifications are put together for each one that identifies the cost of
the project and its expected benefits. A value and risk deferral assessment of the
investment is performed. HHI's approach to the five key processes identified by
KPMG begins on page 34. HHI has not responded to a KPMG Questionnaire.
These aspects of the DSP will be considered in future iterations of the DSP. HHI
considers the DSP to be a “living” document which will be updated and enhanced
year over year. In this first year of the DSP, HHI has focussed primarily on
meeting filing and regulatory requirements.
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2-Staff-29

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.2.1 b) Sources of Cost Savings/ pages 14-15
of 128.

Please quantify the cost savings expected to be achieved throughout the Distribution
System Plan.

Response:

Costs savings are not quantified, but needs are better identified and therefore future
expenses should be better managed. Future planning is more rigorous, facilitating
greater control of the cost of specific projects.
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2-Staff-30

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.2.3b) Summary of Performance Trends,

Service Reliability/ pages 22-24 of 128

Hydro Hawkesbury provides historical SAIDI/SAIFI overall trend and Customer Hours
breakdown by cause codes.

a)
b)

c)

Please provide a definition of a sustained outage used for SAIDI/SAIFI data.
Please provide a detailed breakdown for Customers Interrupted similar to Figure
5 Table.

Please provide annual 2013-2016 SAIDI/SAIFI data, broken down by the cause
codes, excluding Major Event Days. If there is no MED definition adopted, please
use IEEE Standard 1366-2003-2.5 Beta Methodology.

Based on the outage cause code breakdown provided for the 2013-2016 period, it
appears that Loss of Supply (LoS) accounts for between 58% and 99% of total
customer hours interrupted experienced by the utility, with an average of 80%.

d)

e)

f)

Does utility possess the data to compare the contribution of LoS events to total
customer hours interrupted for other comparable distributors embedded in the
Hydro One system? If so, please provide this information.

Given the significant proportion of outages experienced due to Loss of Supply,
has Hydro Hawkesbury discussed the potential means of addressing this issue
with its host distributor? If so, what were the outcomes of these discussions?
Has Hydro Hawkesbury performed any forward-looking forecasting of its
reliability levels for the period covered in the DSP, based on the planned capital
and maintenance work? If so, please provide the forecast, or any commentary on
the utility’s expectation of its reliability levels, along with the source of
assumptions supporting the utility’s reasoning.

Response:

a)

b)

c)

HHI defines a sustained outage as any outage occurring over a few seconds
(Flash).

HHI interprets this question to be a request for the number of customers affected
by cause code. Please see Exhibit 2, pages 60-61 for a breakdown of historical
outages by cause code, hours and number of affected customers.

HHI has tested and contemplated adopting a Major Event Day Calculation (MED)
however in testing its methodology, the results only produced “Loss of Supply” as
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d)

November 13, 2017

major events. The utility at this point is unsure whether the methodology of MED
will be useful for an embedded utility. SAIDI/SAIFI data, broken down by the
cause codes are presented at the next page.
HHI does not have this information in order to compare with other embedded
utilities.
HHI is usually informed of the causes of loss of supply. Hydro One is proactive in
minimizing the outages, but equipment does fail without notice. HHI understands
that not all circumstances can be controlled by Hydro One. They have a large
territory and unpredictable situations do occur. Some examples of causes if loss
of supply outages in 2014 include:

e Stolen copper in a station

e Auto reclosed at a transmission station

e Lostof 110 KV (twice)

e H1 planned connection of a new line on Hwy 17

e X-Bracket broken on 110 KV line

e Planned work by H1 at our station (110KV)

HHI has not prepared a forecast of SAIDI and SAIFI for the DSP period, however
it has identified projects which are expected to improve reliability over the period,
including insulator replacement and lightning arrestors. These longer term
projects will replace aging equipment before failure.
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2014
Causes of interruptions
Code Description Total customer affected Total customer hours
0 Unknown/other 0 0
1 Scheduled outage 1073 453.33
2 Loss of supply 27216 63243.61
3 Tree contact 0 0
4 Lightning 0 0
5 Deffective equipment 302 252.98
6 Adverse/weather 0 0
7 Adverse environment 0.4
8 Human element 0 0
9 Foreign inteference 60 46.82
28652 63997.1

Explanatory notes on interruptions

1) HHI minus loss of supply = 1436 customer affected, 753.49 Cust hours
2) out of 1436 customers affected 1073 were caused by planned maintenance outages for 453.33 Cust hours.

3) Deffective equipment were mainly fuses and cutouts and hot taps.  Also in 2014, we lost 2 transformers. One was back yard
causing a longer outage to customers. Overall 302 customers affected and 252.98 Customer hours. The b/y transformer caused 42.25
Customer hours while the hottap caused 161.25 Customer hours. These 2 instances total 203.5 Customer hours on the total reported of

252.98

2015
Causes of interruptions

Code Description Total customer affected Total customer hours
0 Unknown/other 0 0
1 Scheduled outage 541 1473.15
2 Loss of supply 5316 8461.3
3 Tree contact 1329 3322.5
4 Lightning 0 0
5 Deffective equipment 138 45.88
6 Adverse/weather 617 1234
7 Adverse environment 19 30.25
8 Human element 0 0
9 Foreign inteference 27 26.12

7987 14593.2
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Explanatory notes on interruptions

1) HHI minus loss of supply = 2671 customer affected, 6131.9 Cust hours

2) out of 2671 customers affected 541 were caused by planned maintenance outages for 1473.15 Cust hours

3) one major outage in October where high winds caused a healthy tree to fall on the 44kv and 12.4Kv in Hawkesbury. The tree was on
private property some 45' away from the distribution lines. 1329 Customers affected and 3322.5 Customer hours

4) May 30 high winds and lightning caused 1 outage on a full circuit affecting some 617 customers and 1234 cust hours.

5) Defective equipment mainly faulty fuses that needed to be replaced and 1 defectuive cut-out caused 138 customer interruption
representing 45.88 Cust hours.

6) Foreign interference by birds and/or squirrels caused 27 customers to be without power for 26.12 Cust hours. One instance affected
1 customer when a truck ripped a customers triplex

2016  Excluding loss of supply

Causes of interruptions

Code Description Total customer affected Total customer hours

0 Unknown/other 0 0

1 Scheduled outage 60 60.49
2 Loss of supply 6751 34654.73
3 Tree contact 0 0

4 Lightning 0 0

5 Deffective equipment 1641 4077.32
6 Adverse/weather 1083 2870.33
7 Adverse environment 78 58.22
8 Human element 0 0

9 Foreign inteference 479 645.16

Explanatory notes on interruptions

1) HHI minus loss of supply = 3341 customer affected, 7711 cust hours

2) out of 3341 customers affected 60 were caused by planned maintenance outages for 60.50 Cust hours
3) major equipment failure at sub 115kv caused 1083 customer affected for a total 3519 cust hrs on april 15
4) defective equipment other that item 3 affected 478 customers for a total of 468 cust hrs.

5) Foreign interference (birds/squirrels) caused 12 customers to be without power for 5.98 Cust hours.
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Includes outages caused by loss of supply

Excludes outages caused by loss of supply

naex 2012 2013 2014 2015 2016 2012 | 2013 2014 2015 2016

Saidi 0.777 | 4.606 | 11.331 | 2.638 | 7.653 0.758 | 1.090 0.133 1.109 | 1.393

Saifi 0.889 1.673 5.073 1.444 | 1.823 0.693 | 0.472 0.254 0.483 | 0.603
5 year historical average

Saidi 5.401 0.896

Saifi 2.180 0.501
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2-Staff-31

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.2.3) Performance Measurement for
Continuous Improvement

Hydro Hawkesbury noted that based on Chapter 5 of the Filing Requirements for
Electricity Transmission and Distribution Application, a distributor shall identify and
define the methods and measures (metrics) used to monitor distribution system
planning process performance, providing for each a brief description of its purpose, form
(e.g. formula if quantitative metric) and motivation (e.g. consumer, legislative,
regulatory, corporate). These measures and metrics are expected to address, but need
not be limited to:

* customer oriented performance (e.g. consumer bill impacts; reliability; power quality);

» cost efficiency and effectiveness with respect to planning quality and DS Plan
implementation (e.g. physical and financial progress vs. plan; actual vs. planned cost of
work completed); and

* asset and/or system operations performance.”

a) Please confirm that there are no other metrics to monitor DS Planning
Performance that are in use or suggested for implementation by Hydro
Hawkesbury rather than the metrics identified in the ESQR; OEB Performance
Scorecard, and Annual Distribution Rate Adjustment Impacts. If there are other
metrics, please provide the definitions, historical performance and impact of the
historical performance of such metrics on the DSP.

On p. 27 of the DSP, while discussing its Operational Effectiveness performance, Hydro
Hawkesbury states:

“Going forward Hydro Hawkesbury will continue to implement productivity and
efficiency improvements to maintain this record while maintaining the reliability and
quality of its distribution system.”

b) Please describe the referenced planned productivity and efficiency initiatives,
along with their anticipated financial impact.

Response:

a) HHI confirms that, at this time, it proposes to use the identified metrics, as
well as its performance against its own target of maintaining capital
spending to within 15% of budget and >80% completion of capital projects
and programs on time. (DSP, page 10)
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b) HHI has not yet identified specific future productivity initiatives. HHI
continues to identify opportunities to achieve greater productivity and
efficiency as these opportunities arise.
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2-Staff-32

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.2.3) Performance Measurement for
Continuous Improvement/ page 33 of 128

Hydro Hawkesbury states the following in Table 10:

a) AM Objective Target targets Customer Care, Company Image and Mgmt
Operations areas in the Customer survey. Please explain how it is linked to AM
Objective to “Align asset investments with customer expectations of cost”.

b) Is there an intention to perform the Customer Survey on an annual basis?

In Table 10, Hydro Hawkesbury shows the following AM Objective Target: OM&A
expenditure +/- 15% to estimate; Capital expenditures +/- 15% to estimate. Hydro
Hawkesbury also seeks to complete >80% annual projects/programs on time.

c) Please explain how both targets are linked to AM Objective to “Manage the pace
and magnitude of asset investments over the long term, to level customer rate
impacts, while ... continuing to deliver economically reliable power to customers.”

d) Please explain a rationale to choose 15% as a threshold for Investment spending
and 80% for projects/programs completion.

e) Please elaborate on a definition of OM&A expenditures in the context of Asset
Management objectives.

f) Please elaborate whether Hydro Hawkesbury has considered cost and
productivity related AM-specific targets.

Response:

a) HHI strives to inform its customers about its operations and expenditures.
Maintenance and capital betterments are part of the avenue to help reduce
outages and improve reliability. HHI intends to use survey data and other
customer feedback in order to try and gather information. This communication
will improve customer care, management of various operations, budgeting and
identify areas of needs.

b) HHI conducts its survey bi-annually.

¢) HHI maintains that managing its spending relative to budget will ensure steady,
predictable growth in rate base over time and manage customer rate impacts.

d) HHI notes that variations from forecast in capital and O&M spending are common
and often beyond the utility’s control. The identified thresholds were determined
to be reasonable targets based on past results, while still allowing for a stretch in
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performance. These targets will be re-examined over time to determine their
impact on performance.

e) All asset investments involve an element of O&M expense for construction,

f)

installation, maintenance etc. Although this expense is generally capitalized,
O&M expense forms a portion of the cost of the asset and must be budgeted and
controlled.

HHI has not established cost or productivity A-M specific targets, but would be
prepared to consider these in the future.

91



Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

2-Staff-33

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.3.1) Asset Management Process Overview/
page 33 of 128/ Table 10

a) Please provide a definition of Distribution System Plan Implementation Progress
metric.

b) Please provide 2015 actuals for Distribution System Plan Implementation
Progress metric.

Response:

a) HHI notes that the scorecard category and thus the definition for Distribution
System Plan Implementation Progress was developed by the OEB. As HHI is
presenting its first DSP for approval for 2018, historical results shown in the table
represent HHI's performance against its capital budget in any given year. Future
results will be based on its DSP.

b) The 2015 actual scorecard shows 46% completion in 2014 and “in-progress” for
2015. The DSP was completed in the spring of 2016 in advance of the Cost of
Service. Current actual results indicate 100% completion.
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2-Staff-34

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.3.1b) Asset Management Components/
pages 34 and 38.

Hydro Hawkesbury states on p. 34:

“The conditions of assets are assessed based on field inspections, life expectancy, fault
frequency, maintenance costs and customer service impacts. Assets are replaced when
required to maintain distribution service and system reliability (non-discretionary
expenditures) or when replacement is determined to be more economic from a
ratepayer perspective than asset refurbishment and/or ongoing maintenance
(discretionary sustainment capital).”

a) Please explain in detail the criteria used by Hydro Hawkesbury to decide to
replace the asset when it is determined to be more economic from a ratepayer
perspective than asset refurbishment and/or ongoing maintenance. Please
provide a specific example.

Hydro Hawkesbury states on p. 38:

“An asset condition assessment process (ACA) is used which involves the collection
and interpretation of condition and performance data of key assets, evaluates the
condition of the asset, detects and quantifies long-term degradation of the asset, serves
as an aid in prioritizing and allocating sustainment resources in order to be able to make
informed capital investment decisions. The ACA model receives inputs from a variety of
sources in the asset management lifecycle. The result of the ACA is an optimized
lifecycle plan based on asset sustainability.”

b) Please describe in detail the ACA model utilized by Hydro Hawkesbury in the
ACA process.

c) Please provide any results, in the form of a word document, excel spreadsheet or
any other form, completed internally or by the external consultant, of the Asset
Condition Assessment Process/Model or a study to each of the major asset
class.

d) Please explain how “the results of the ACA is” considered to be “an optimized
lifecycle plan based on asset sustainability”.

Response:

a) When performing annual inspections HHI identifies what and where assets must
be replaced and/or maintained. An example would be pole replacement. If a pole
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top is rotten and coming to end of life, HHI will replace the pole rather than add a
pole extension. While performing this replacement HHI will also evaluate the
hardware on the pole. In many cases the hardware is as old as the pole and just
re-using this equipment will not meet HHI's goal to make its system more
reliable. In cases like this HHI will revamp the whole pole and hardware to
eliminate the need to come back in a near future to change old equipment that
should have been replaced initially.

HHI inspects the condition of our assets annually. For example poles: HHI initially
identifies poles by age and inspect visually the poles and perform tests in order
to identify the condition of the pole (pole tester purchased with Embrun.). HHI
also look for cracked insulators and other anomalies HHI can identify on the
distribution system.

HHI's spreadsheet is filed along with these responses.

These aspects of the DSP will be considered in future iterations of the DSP. HHI
considers the DSP to be a “living” document which will be updated and enhanced
year over year. In this first year of the DSP and the utility fully expects that the
document will evolve and improve over in future years.
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Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.3.2c) Description of System Profile and
Condition/ pages 42-45 of 128

a) Please provide Age Distribution and Count of other asset classes noted in the
section: UG cables by installation type (in km), Conductors (in km), Reclosers,
Overhead switches, UG switchgears.

b) Please provide the following specific information for Poles:

Response:

Please provide a detailed description of activities comprising the pole
testing at the five-year mark, specifying whether activities take place at
the above and/or below-ground level.

Please provide in a condensed table format the results of the
company’s tests to poles at the five-year before end of useful life mark
over the last five years of tests conducted. Please clearly indicate the
total number of poles tested in each year, along with the number
deemed as requiring replacement.

Please provide the number of poles that Hydro Hawkesbury replaced in
the last five years due to failure, or poor condition identified through
visual maintenance that have not reached the five-year pre-end of life
threshold.

a) HHI keeps track of poles and transformers but does not have data on the age of
the requested equipment. HHI inspects and evaluates this equipment on an
annual basis:

*= The age and count of poles and transformers are tracked in a
spreadsheet.

= For underground and overhead cable the number of km is
available, and a visual inspection is performed each year.

= HHI only has 6 reclosers, so it is easy to stay well informed of each
of their conditions.

= Overhead switches are visually reviewed as part of the annual
inspection.

= HHI has no UG switchgear to maintain.

i. Please see the response to interrogatory 2-Staff-25.
ii.  HHI's records do not segregate pole replacements in the manner requested.

However, the total pole replacements are shown below:
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Pole Replacement

2013 20
2014 7
2015 19
2016 16
2017 15
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2-Staff-36

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.3.3a) Asset Lifecycle Optimization Policies
and Practices

Please describe a plan, if any, developed by Hydro Hawkesbury to comply with PCB
Regulations (SOR/2008-273).

Response:

HHI does not have any PCBs over the minimum of 50ppm.
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2-Staff-37

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.4.2d) Customer Engagement/ Exhibit 1/
Appendix D - Survey 1 Results (English) and (French)

The most recent customer survey results show that customers are highly satisfied with
the reliability of power provided by Hydro Hawkesbury. Question 5 on service
restoration has 87% of Excellent and Good responses, while Question 7 on overall
reliability has 94% of Excellent and Good response.

In light of these results, has Hydro Hawkesbury considered to lower or postpone
investments planned in 2018-2022 with a major focus to improve power reliability, such
as pole replacement program, main feeder conductor upgrade, and specifically, 44kV
station alterations.

Response:

HHI considers that regular inspection, maintenance and investments must be
maintained in order to ensure that its system remains safe and reliable and continues to
meet customer expectations. HHI considers that its approach to system renewal
expenditures to improve reliability is consistent with its objectives as described in its
Business Plan, in particular:

e Improve reliability.

e Create a service-based utility whose primary goal is to exceed customers'
expectations at a reasonable cost.

e Promote the long-term, efficient provision of utility services consistent with OEB

policy.

With regard to its pole replacement program, HHI has prioritized and effectively focused
its efforts on the poles in worst condition. HHI has formally instituted a replacement
program allocating a significant portion of its system renewal budget to the replacement
of 15-20 poles per year in poor condition before they cause an outage. Planned
expenditures over the forecast period are stable and consistent with past expenditure
levels.

The planned alterations to HHI's 44kV station will result in improved utilization of the two
existing transformers at the station, resulting in greater cost efficiency as well as
improved reliability for customers. The investment required is not easily spread out over
time.
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Remaining investments to improve reliability, such as lightning arrestors, insulator
replacements and the conductor upgrade are relatively modest investments whose
combined total expenditures in 2018 are less than the materiality threshold.

2-Staff-38

Ref: Exhibit 2/ Section 2.5.2 (DSP), (5.4.4) Capital Expenditure Summary/ Figure 1/
Exhibit 4/ Section 4.3.1 PROGRAM DESCRIPTIONS/ pages 22-24

Figure 1 provides System O&M expenditures. Section 4.3.1 in Exhibit 4 describes the
O&M program. There is a limited detail on the cost estimating process for the O&M
expenditure level. It is also not clear, how the retirement of two linesmen will impact
OM&A spending level.

a) Please provide all the assumption that were used by Hydro Hawkesbury to
estimate 2018-2022 System O&M spending, including number of units of work
and cost per unit.

b) Please state the sources of rates assumed for external contractor services, and
provide any supporting documentation, including quotes from potential
contractors surveyed, etc.

c) Please provide historical number of units of work in system O&M category and
average cost per unit for the 2013-2017 period.

d) Please describe whether the contractors are engaged on time and material basis
to perform the maintenance services, or fix price per unit.

a) HHI will be using their own linemen for part of 2018. One will retire in March and
one in July 2018. The assumption used was similar to the past assumptions.
Across the board 3% as per the union contract. HHI has assumed that the fact
that HHI is already using Sproule Powerline on a regular basis will not impact the
total cost for 2018. With the savings anticipated in other areas, HHI feels it will
reach similar expenditures in 2018 VS 2017.

b) The rates assumed for System O&M for the 2018-22 period are based on
Sproule Powerline’s 2018 price list. As this information could competitively
disadvantage Sproule if publicly disclosed, HHI will provide the information on a
confidential basis.

c) See response to b) above

d) Contractors are engaged on a time and materials basis.
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2-Staff-39

Ref: Exhibit 2/ Section 2.5.2 (DSP)/ APPENDIX A Historical Capital Projects 2013
to 2017 and APPENDIX B Forecast Capital Projects 2018 to 2022/ pages 76-
105.

a) Please provide in a table format the number of units replaced in the last five
years, and number of units planned for replacement in each of the plan years for
the following asset classes:

» Wood poles

» Overhead transformers

* Porcelain insulators

* Lightning arrestors

» Overhead conductor (km)
» Underground cables

* Residential smart meters

» Commercial smart meters

b) Please provide an average historical unit cost per each of the asset classes in
part a, for each of 2013-2017 years, and an estimated future unit cost per each of
the asset classes for each of 2018-2022 years.

Response: Please see tables at the next page

100



a)

b)

Hydro Hawkesbury Inc.

Response to Interrogatories
November 13, 2017

2013 2014 2015 2016 2017
Wood poles 20 7 19 16 15
Overhead transformers 3 0 3 1 3
Porcelain insulators 0 0 0 54 130
Lightning arrestors 0 0 0 0 50
Overhead conductor (km) 0.5 1.5 1.25 2.5 0
Underground cables KM 0 0 0 0.5
Residential smart meters 30 57 20 50
Commercial smart meters 7 13 1 31 27
2018 2019 2020 2021 2022
Wood poles 19 20 20 20 20
Overhead transfarmers 2 2 2 2 2
Porcelain insulators 100 72 150 150 75
Lightning arrestors 50 95 100 100 100
Overhead conductor (km) 0.5 0.75 0.75 0.75 0.75
Underground cables km 0.5 0.5 0.5 0.5 0.5
Residential smart meters 100 500 50 50 50
Commercial smart meters 4 6 3 3 3
2013 2014 2015 2016 2017
Wood poles $ 428750 | $ 3,472.90 | $ 4,661.03 | $ 4,275.75 | $ 4,343.19
Overhead transformers § 7,198.33 | S - S 3,703.33 | S 5,695.75 | § 2,759.94
Porcelain insulators 5 - S - S - S 17568 | 5 167.08
Lightning arrestors 5 - S - S - 5 - S 157.28
Overhead conductor (km) 5$11,840.60 | $29,222.00 | $22,085.60 | $27,601.19 | § -
Underground cables KM ) - S - S - $22,026.00 | S -
Residential smart meters 5 92.21 (S5 10460 |5 111.39 |5 113.05
Commercial smart meters S 564.14 |5 53072 |5 64344 |5 ©69.21 |5 680.00
2018 2019 2020 2021 2022
Wood poles $ 428047 | $ 4,385.00 | $ 4,405.00 | $ 4,405.00 | $ 4,500.00
Overhead transformers S 4,500.00 | § 4,500.00 | S 4,500.00 | 5 4,500.00 | § 4,500.00
Porcelain insulators S 17930 |5 18229 S 18500 |5 18500 |5 186.67
Lightning arrestors S 167.00| S 16842 (S 175.00| S 17500 | S 175.00
Overhead conductor (km) $20,000.00 | $20,000.00 | $20,000.00 | $21,140.00 | $24,000.00
Underground cables km $20,000.00 | $20,000.00 | $20,000.00 | $21,000.00 | $21,000.00
Residential smart meters S 11580 |5 119.20 (S 120.00 | & 120.00 |5 120.00
Commercial smart meters S 680.00(S% 1,38250|S 77000 (S 770.00|S 770.00
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2-Staff-40

Ref: Exhibit 2/ Section 2.5.2 (DSP)/ APPENDIX A Historical Capital Projects 2013

to 2017 and APPENDIX B Forecast Capital Projects 2018 to 2022/ pages 76-
105, System Access/

Ref: Exhibit 2/ Section 2.2.1 GROSS ASSET VARIANCE ANALYSIS/ Table 9 — OEB

a)

b)

Appendix 2-AA System Access Project Table/ page 34

Hydro Hawkesbury has historical new service connections spending in the range
of $241 - $1,095 in 2013-2016. Please provide all the assumption used by Hydro
Hawkesbury to estimate the spending in new service connections in the range of
$2,500 - $3,700 in 2017-2022.

Please explain a reason to capitalize $9,000 in each of 2017-2022 year for
“Transformers — inventory”.

Please provide all the assumptions used to estimate New Subdivision spending
($10,000 annually) in 2017-2022. Please provide details on subdivisions to be
connected in 2017, 2018 and 2019.

Please provide an estimation of Customer capital contributions within the System
Access category for 2017-2022.

Please provide all the assumptions used by Hydro Hawkesbury to estimate
$11,000 Smart Meter testing in 2018.

Please provide a justification to spend $56,000 on Smart Meter replacement in
2019. Please elaborate how the Smart Meter testing results performed in 2018
may impact the 2019 replacement project.

Response:

a)

b)

d)

HHI estimated the new service connections based on discussions with the town
and developers. HHI meets with the town on a regular basis and meets with
developers an annual basis.

HHI expects to purchase of 2-3 new transformers for the year depending on the
type of transformer and KVA size. These purchases ensure that end-use
customers will receive the proper voltage when and if required. This is part of the
transformer capital program.

Based on current discussions with developers, HHI anticipates no new
subdivisions in 2017. HHI expects that the decrease in spending in this area will
be offset by an increase in meter spending.

HHI is unable to provide this estimate due to current uncertainty regarding
development.
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e) HHI's smart meters are coming due starting in 2020. There are approximately

f)

3700 SM to change starting in 2020. HHI will start removing these SM in 2018 in
order to have them tested and re-installed. This will levelize the workload and
spending required and avoid the need to purchase and install some 3,000 SM at
approximately $330,000 in one year. The $11,000 budgeted amount represents
approximately 100 meters.

Please see the response to e), above. HHI expects to be able to change and test
these meters through the years and be in a position to change all meters due for
testing as it is an obligation for LDCs. HHI has budgeted to replace
approximately 500 meters in 2019.
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2-Staff-41

Ref: Exhibit 2/ Section 2.5.2 (DSP)/ APPENDIX A Historical Capital Projects 2013
to 2017 and APPENDIX B Forecast Capital Projects 2018 to 2022/ pages 76-
105 - System Renewal Category

Hydro Hawkesbury identifies a project to replace 3/0 ACSR with 336 MCM cable. The
program continues till 2022. The original case was identified by Stantec in the report
“Utility Load Flow and Evaluation Study” prepared in 2007 and filed in EB-2011-0173.
Appendix 5 of the report stated Stantec’s opinion of costs required to replace 3/0 ACSR
cable by 336 MCM cable in order to reduce losses, improve voltage support, and
provide capacity in the event of emergency switching. The estimated costs of the
replacement were approximately $70,000. Total amount of 2013-2022 spending has
been made and planned to be made by Hydro Hawkesbury to replace 3/0 ACSR by 336
MCM is exceeding $200K.

a) Please explain the reasons that the program exceeds the original estimate by
almost 300%. Please elaborate if there has been additional scope considered
under the program in addition to the replacement of cable segments identified by
Stantec. Please compare unit cost assumptions made by Stantec and the actual
and planned unit costs experienced by Hydro Hawkesbury.

b) The original report by Stantec identified a need to replace the cable as to reduce
losses, improve voltage support and to provide capacity in the event of
emergency switching. Please explain a reason to categorize this project as
System Renewal, rather than System Service.

Response:

a) The original cost estimate did not include labour costs and was based on a cost
structure reflecting 2007 costs. Given the amount of time passing between the
original quote and the completion of work, a certain amount of cost escalation
could be expected. In addition, the scope of work involved more than just
changing the conductor, as contemplated in the original quote. HHI also
evaluated the condition of the poles and hardware, and upon inspection, made
necessary replacements to minimize customer interruptions and ensure safety
and reliability.
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b) Based on the above, HHI feels that the categorization of system renewal is more
appropriate.
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Ref: Exhibit 2/ Section 2.5.2 (DSP)/ APPENDIX C

On p. 115, Appendix C, Hydro Hawkesbury states that the purpose of the project to
Rebuild MS 43 Bus Structure is:

“This project creates the infrastructure to allow each transformer to supply one feeder
and to allow the feeders to be transferred to one transformer without the need for
interruptions. This will improve the outage performance of the connected customers and
will improve the utilization of both transformers.”

a) Please explain a reason to categorize this project as System Renewal, rather
than System Service.

b) Please describe the alternatives considered in this project, including status-quo
and other options to achieve the project goals.

c) Please provide NPV analysis for this project. If the NPV analysis was omitted as
a decision support tool for this project, please elaborate why it was not used. If
NPV analysis was performed:

Response:

Please provide the results of the analysis. Please state all the relevant
assumptions underlying the NPV calculations, including the discount
rate chosen.

Please provide all the relevant equipment maintenance costs for the
first 20 years for all the alternatives. If these costs were not considered,
please use the best guess to estimate the maintenance costs.

Please provide quantitative risk assessment results for all the
alternatives. Please include assumptions for failure probability and
Impact cost analysis in case of transformer failure considering all the
potential options to restore the power to the customers. Please state all
the relevant assumptions underlying the risk assessment.

a) By undertaking this project, HHI will spilt the total station load on 2 transformers.
This will prolong the life span of the transformers since less load would be
applied on each. This is consistent with the definition of System Renewal, as

follows:

System renewal— investments involve replacing and/or refurbishing
system assets to extend the original service life of the assets and thereby
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maintain the ability of HHI's distribution system to provide customers with
electricity services.

HHI considered the status quo option. With the status quo, one transformer has
the total load while the second one acts as redundancy. In the event of
maintenance, customer interruptions would be in the length of 30 minutes to 60
minutes approximately, compared to the proposed project, in which a minor
interruption to customers would be required (5 minutes) in order to switch the
total station load to either transformer with a switching option within the MS 43
structure. The status quo option also does not address the issue of extending the
asset’s life.

i) No NPV analysis was performed.

i) Other alternatives were not considered. Ongoing maintenance costs for the
proposed project will be minimal, as the switches to facilitate splitting the load
to the two transformers will be manual, with no electronic operation.

iii) A quantitative risk assessment was not performed. The status quo will not
cause a considerable risk. The second transformer acting as redundancy will
be available in case of failure or maintenance on the live transformer.
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2-Staff-43
Ref: Exhibit 2/ Section 2.5.2 (DSP)/ page 113 of 128.

In reference to the July 2013 failure of a recently installed 43T2 transformer, Hydro
Hawkesbury states that following the detailed failure analysis performed by the
manufacturer, litigation was launched between the manufacturer and its sub-assembly
supplier.

a) Please provide the latest status update on the litigation and specify whether the
ultimate resolution in favour of the manufacturer (Pioneer) would entitle Hydro
Hawkesbury to any financial compensation.

b) If financial compensation may be forthcoming, please describe the manner in
which Hydro Hawkesbury would apportion the incoming funds.

c) Please explain a reason Hydro Hawkesbury decided not to pursue the extended
warranty on the transformer (e.qg. five years), but rather continued with the one
year warranty.

Response:

a) All costs were covered by the insurer. HHI's insurer is trying to recuperate costs
from Pioneer. HHI does not expect any financial impact from this procedure.

b) Because all expenses were covered by the insurer, the only potential
compensation is the $25,000 deductible applied by the insurer as part of the
insurance contract. The $25,000 was expensed in 2012. Under these
circumstances, HHI does not propose to distribute any refund received to
ratepayers.

c) An extended warranty was not offered. Throughout this process, HHI has
followed the recommendations of its insurer, which provided only for the option of
repairs.
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2.0-VECC-7

Reference: Exhibit 2, page 10

a) Please define the term “ROM”

Response:

ROM: Acronym for Rough Order of Magnitude (estimate)
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2.0-VECC-8

Reference: Exhibit 2, Section 2.1.2, page 13

a) Please explain the interest rates used to calculate the over-collection for
the 110kv station. Specifically address why HHI used the interest rates
provided rather than the Utility’s weighted cost of capital for the calculated
interest rate to be applied to the over collection balances.

b) Please also explain why no interest rate is shown for 2017.

c) Please recalculate the over-collection using the last Board approved
weighted cost of capital for HHI and including 2017.

Response:

a) The calculations shown at page 13 have been prepared to be consistent with
the calculations provided and discussed in the EB-2016-0079 Decision. HHI
notes that the calculation prepared at Exhibit 2, page 13 is not based on
interest rates, but rather is adjusted for years subsequent to the last cost of
service by the approved IRM escalator in each year.

b) Please see the response to part a), above. At the time of preparing the 2018
application, the 2017 IRM factor was not available.

c) The calculation provided at Exhibit 2, page 13 is based on the last Board
approved weighted cost of capital. Please see the table below for an updated
calculation which includes the 2017 IRM escalator.

Total credit for over-collection of revenues associated with the 110kV substation.
2014 2015 2016 2017 Total
Diff in Revenue Requirement | -$74,565 | -$74,565 | -$75,833 | -$77,046
Price Cap Approved in IRM | 100.00% | 1.70% 1.60% 1.90%
-$74,565 | -$75,833 | -$77,046 | -$78,510 | -$305,953
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2.0- VECC-9

Reference: Exhibit 2, Section 2.1.2, page 13

a) Please calculate the adjustment to the revenue requirement and rate base
if, rather than refunding the ICM over collection, the funds (with interest)
were used as a contribution-in-aid of construction to the station.

Response:

a) The requested scenario is presented below. HHI applied $305,953 in capital
contribution and an associated $7,815 in depreciation expense in 2018. (note
that the PILs have not been recalculated as a result of this exercise)

Refund
As filed applied as Cap Diff
Contribution
Particulars
Net Capital Assets in Service:
Opening Balance $7,112,824 $7,112,824 $0
Ending Balance $6,709,638 $7,007,776 $298,138
Average Balance $6,911,231 $7,060,300 $149,069
Working Capital Allowance $1,554,729 $1,554,729 $0
Total Rate Base $8,465,959 $8,615,028 $149,069
Refund
As filed applied as Cap Diff
Contribution

Particular
OM&A Expenses $1,210,114 $1,210,114 $0
Depreciation Expense $280,878 $273,063 -$7,815
Property Taxes $0 $0 $0
Total Distribution Expenses $1,490,993 $1,483,178 -$7,815
Regulated Return On Capital $481,883 $473,545 -$8,338
Grossed up PILs $9,717 $9,717 $0
Service Revenue Requirement $1,982,593 $1,966,440 -$16,153
Less: Revenue Offsets -$207,894 -$207,894 $0
Base Revenue Requirement $1,774,699 $1,758,546 -$16,153
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2.0-VECC-10

Response to Interrogatories

November 13, 2017

Reference: Exhibit 2, Section 2.1.2, page 15 / Distribution System Plan Appendix C,

page 114

a) Do the tables on page 114 show combined spending on both HHI stations?
If so, please provide a table which shows separately the actual and
proposed spending on the two station sites station 55 (115kV?) and station
43 ( 44kV?) for each year 2013 through 2022. Please provide one column
which briefly describes each year’s annual investment at each site.

HHI Response: Page 114-115 of DSP is for the 44 KV station

Regarding the 115 KV sub, HHI experienced two instances in 2011-2012 where
these two transformers (7.5MEG) showed very high levels of combustible
explosive gases. Twice major repairs were performed in order to repair these
anomalies. The fact that these twin transformers were approaching 50 years of
age and the ongoing maintenance was the major factor in HHI'S Board of
Directors’ decision to correct the situation and provide reliable power to its
customers. A comprehensive station assessment report performed by GE (part of
the last cost of service) confirmed the Board of Directors’ intention to make this
major investment.

SUB 44KV

2013

2014

$841,977.00

Cost associated with the revamp of the 44KV
station. New 10 MVA transformer, switch, oil
containment

$42,750.00

Dismantle old 10
MVA
transformer
ready to ship to
Stoney Creek.
Following the
failure of the
new Pioneer, the
utility opted for
the repair of the
old Ferranti
transformer for
redundancy and
reliability.

2015

2016

$320,188.00

Cost to repair (rewind the Ferrante transformer.
Inspection and testing $20,000. dismantle all coils
$35,000 / winding, complete coil and core assembly
(copper) $265,188

$52,971.25

Shipping to HHI
site, assembly,
commissioning
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tap changer
$1,130.00 | counter

(replacement)

2017 2018

$0.00 As of September 2017, No expenditures. $0.00 | n/a

2019 2020
44kV -cut the
44KV structure
in 2 and feed
both side of
structure with

$0.00 $340,000.00 both
transformers
plus structure
and wires to
reclosers

2021 2022
$0.00 n/a $0.00 | n/a
SUB 115KV

2013 2014

$0.00 N/A $0.00 | N/A

2015 2016
New switch and

$0.00 N/A $59,243.61 | circuit switcher
controls

2017 2018
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$3,525,000.00

Total revamp of station. To meet TSC, Hydro One
and IESO requirement, a circuit switcher, load
break switch, was added. With respect to the new
15 MVA transformer, a new control room with all
required panel and apparatus for the operations of
all protective equipment. The second transformer
55 years old was repaired to use as the second
transformer and provide redundancy. All
equipment to add eventually a second 15 MVS
transformer is in place all work in done and
complete. The only thing that could be done in the
future is add the second transformer (15 MVA).
New fence and Telemetry to answer Hydro One
needs is also included in the total cost. Telemetry
planning is ongoing with Hydro One

Response to Interrogatories
November 13, 2017

$0.00 | N/A

2019

2020

$0.00

N/A

$0.00 | N/A

2021

2022

$0.00

N/A

$0.00 | N/A
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2.0-VECC-11

Reference: Exhibit 2, Distribution System Plan, page 111

After some preliminary examination on site, it was determined that 43T2 needed to
be sent to the manufacturers’ facility for further evaluation and a status report.
The unit was shipped to Pioneer and cause analysis was carried out. There
currently is litigation outstanding between Pioneer and a sub-assembly
supplier.

a)

b)

What financial remedies have been offered by Pioneer to HHI for the
defective transformer?

Please identify the rate base adjustments (disposals) made due to the
failure of the transformer?

If these adjustments were made in 2013 please file the 2013 Continuity
Schedule.

Response

a)

b)

C)

When the fault occurred, HHI advised its insurer. Following test reports, the
insurer evaluated all cost to be incurred to repair the transformer and all those
costs except the deductible was paid to HHI and/or Pioneer to perform the
required repairs. It is HHI's understanding that the insurer has subrogated
HHI’s claim to recuperate all the costs including the $25,000 deductible.

No rate base adjustments were made, since the transformer was repaired and
not disposed of. This transformer is live at the present time.

N/A.
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2.0-VECC-12

Response to Interrogatories

November 13, 2017

Reference: Exhibit 2, Appendix A, Stantec Ottawa Report (April 6, 2017)

a) Please update the cost table shown at page 12 of the Stantec Report

Response

a) Please see table below.

ltem Budget (2015) | Current Budget | Costs to Date ”“dai'é;c::e” Cicrﬁ':l:;e
Construction Costs
Civil and Structural $407,030.00 $985,512.00 $996,510.53 ($10,998.53) 0.00
Electrical $1,404,420.00 $1.718,317.00 $1.718,317.00 0.00 0.00
Decontamination (if required)  |3$99.470.00 0.00 0.00 0.00 0.00
Sub-total $2,110,920.00 (52,703,829.00 $2,714,827.53 |(510,998.53) $0.00
Indirect Costs
Engineering and Services $373,442.00 $364,792.00 3352.616.95 $12,175.05 0.00
Hydro One Fees $40,000.00 $40,000.00 $40,000.00 $0.00 0.00
IESO Fees $1.450.00 $1.450.00 $1.450.00 30.00 0.00
Pre-op Commissioning $94,445.00 $74,884.00 37%,885.50 ($2.999.50) 0.00
Caonstruction Admin/MMgmt $65,000.00 $75,600.00 $54,247.30 $21,332.70 0.00
3rd party review & |IEreporting |$50.000.00 $70,222.00 $47.100.24 33.121.74 0.00
Sub-total 5444 337.00 5648 950.00 5415.319.99 $33,630.01 50.00
Contingency $275.543.00 $375,200.00 0.00 0.00 0.00
Total $3,030,800.00 ($3,727,979.00 $3,330,147.52  ($22,631.48 $0.00
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2.0-VECC-14

Response to Interrogatories
November 13, 2017

Reference: Exhibit 2, Distribution System Plan, page 87 2017 Capital Projects.

a) Please update the 2017 capital projects table to show the amount of
expenditures to date and the work in progress.

Response: See table below. HHI notes that all costs have been communicated to the
utility however, some costs have yet to be capitalized which generally occurs at year

end.
2017
o actual as of ESTIMATED TOTAL
Category Description Forecast Y/E 2017 09 30 TILL DEC 31, ESTIMATED
- = 2017 EXPENDITURES
[System Access
Mew Subdivision §10,000 5134.76| & - $134.76
MNew Customer Connections $2.500 5486.57| & 500.00 4986.57
Meters - Commercial change to Smart
Meters, new customer meters and defective $19.403 $32,713.11| § $32,713.11
meter replacement
RESIDENTIAL $10.766 55,652.50| 5 2,200.00 §7,852.50
Transformers - inventory (subdivision) $9.000 56,404.82| 5 4,500.00 510,904.82
Category Total $51,669 $45,391.76 $7,200.00 $52,501.76
System Renewal
115 kV MTS upgrade $3.525,000 $0.00 § 3,525,000.00 $3,525,000.00
44KV MS 44KV Insulator replacement/
POSTPONED DUE TO TAP CHANGER $5,000 50.00| 5 3,400.00 $3,400.00
LEAKS
Pole replacement program §60.000 $59,882.82| S 4,300.00 564,182.82
Porcelain insulator replacement $21.720 515,657.87| 5 4,000.00 $19,657.87
Porcelain  air gap lightning arrestor
replacement $7.864 $1,875.00 $1,875.00
50.00
Category Total| $3,619,584 $77.416 $3.536,700 $3.614,116
System Service 50.00
50.00
Category Total 50.00
General Plant 50.00
Building $2.000 $1,500.00| 5 - $1,500.00
Office equipment $3.500 50.00| 5 3,845.00 §3,845.00
Computer hardware $2 600 $2,077.06| 5 - $2,077.06
Software MNorth Star upgrade §31.000 $1,399.00| S 31,000.00 $32,399.00
Hand tools line crew $1.000 $0.00| & - $0.00
Power tools line crew $1.000| 5 - S 670.00 $670.00
Category Total $41,100 $4,976 $35.515 $40,491
2017 Total Capital $3,712,353 $127,784 $3,579,415 $3,707,199
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November 13, 2017
2.0-VECC-13

Reference: Exhibit 2, Section 2.1.4, Table 9, page 34

a) Please explain why HHI has negative capital investment amounts for smart
meters in 2014 (-$44,691) and 2015 (-$827).

b) Please explain why there are no capital contributions associated with the
new subdivision work in 2017 and 2018.

a) The -$44,691 in capital investment is the addition of $9,666 in smart meters
and the disposal of conventional meters of -$54,357. HHI should have
identified them separately in the table of projects.

Cost
CGAAP to
CCA Opening IFRS Closing
Class | OEB | Description Balance Adjustments Additions Disposals Balance
47 1860 | Meters $254,843 -$193,343 $0 -$54,357 $7,143
47 1860 | Smart Meters $622,999 -$135,346 $9,666 $0 $497,319

b) Please see the response to 2-Staff-40
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2-SEC-8
[Ex.2, p.33] Please explain the source of the ‘plan’ amounts in Appendix 2-AB.

Response: HHI has populated the table in accordance with the instructions below the
table which state;

1. Historical “previous plan” data is not required unless a plan has previously been filed.
However, use the last Board-approved, at least on a Total (Capital) Expenditure basis
for the last cost of service rebasing year, and the applicant should include their planned
budget in each subsequent historical year up to and including the Bridge Year.
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2-SEC-9

[Ex.2, p. 34, Table 9] Please explain why there is no contributed capital for new
subdivision work?

Response

Please see the response to 2-Staff-40
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2-SEC-10

[Ex.2, p. 34, Table 9] Please explain the negative values for smart meter work in 2014
and 2015.

Response

Please see the response to 2-VECC-13.
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November 13, 2017

2-SEC-11

[Ex.2, DSP p.22-24] Please revise the SAIDI and SAIFI charts to remove the impact of
loss of supply.

Custom Performance Report

Hvdro Hawkesbury Inc.

Performance Average Number of Hours Power to Customer is Average Number of Tumes Power to Customer is
Year Interrupted Interrupted
015 L1 0.48
2014 0.13 025
013 1.09 047
0. NI, - 1 lla rs — L o F I — v PROSS | L2ita ~ — — L — 1 | EHR S .
Response

The figures above do not include impact of loss of supply.
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2-SEC-12

[Ex.2, DSP, p.31] The Applicant says “This is the first DS Plan to be filed by HHI, and as
such, there are no important changes to the asset management process identified from
a previously filed DS Plan.” Please detail the changes to the Applicant’s asset
management process since its last cost of service application.

Response:

HHI has not prepared a comparison between the current DSP and its previous plans. To
date, there have been no significant changes to HHI's operations processes with regard
to asset management, with the exception of more rigorous testing of pole condition
through its new pole testing technology. Going forward, HHI expects to benefit from
more comprehensive future planning through the current DSP, by way of improved
identification of needs and greater control of the cost of specific projects.
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2-SEC-13

[Ex.2, DSP, p.48-51] The Applicant references various activities it has undertaken to
determine the condition of its major assets categories. Please provide a summary, with
accompanying data, that shows the condition of its major asset categories.

Response

Please see the response to 2-Staff-34 .
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2-SEC-14

Response to Interrogatories
November 13, 2017

[Ex.2, DSP, p.88] For each year between 2014 and 2020, please provide the amount
the Applicant spent or forecasts to spend each year on pole replacements, and the

number of poles it has or plans to replace.

HHI'S response:

2017

2013 2014 2015 2016

Wood poles 20 7 19 16 15

SSPENT $85,000.55 | $24,310.27 | $88,559.57 | $65,573.00 | 564,182.82

2018 2019 2020 2021 2022

Wood poles 19 20 20 20 20

BUDGET $81,500.00 | $87,700.00 | 588,100.00 | $88,100.00 | 590,000.00
2013 2014 2015 2016 2017
Wood poles (unit cost) S 428750 |5 3,472.90 | S 4,661.03 | S 4,275.75 | S 4,343.19
2018 2019 2020 2021 2022
Wood poles (unit cost) S 4,280.47 | 5 4,385.00 | 5 4,405.00 | 5 4,405.00 | S5 4,500.00

HHI notes that the type of poles (single phase vs 3 phase) can impact the yearly
investment. HHI also notes that the fewer poles were replaced in 2014 than other years.
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2-SEC-15
[Ex.2, DSP p.88] Please provide the latest update on the 115kv MTS upgrade project.

Response:

The station was put in service in June of 2017. The telemetry at the station is due to be
completed by end of 2017. At the present time HHI is negotiating with Hydro One to find
the most cost effective solution for the telemetry as per Hydro One requirements.
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2-SEC-16
[Ex.2, DSP, Appendix A] With respect to the Stantec Report:
a. Please provide the cost increase that is attributable to the delays in the project

that were caused by the Town of Hawkesbury and/or the Applicant. Please
provide the basis for the calculation.

b. [p.22] Please provide a copy of the referenced 'February 2017 report.

Response:

a) The costs incurred to develop the emergency report required by the town
was for $14,100 and the report required for the environment approval was
in the amount of $5,200. HHI cannot easily quantify other costs associated
with the delay caused by the need for the emergency report.

b) The report is filed along with these responses.
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Exhibit 3 — Operating Revenues
3-Staff-44

Ref: Exhibit 3/ pages 18-20

Hydro Hawkesbury has noted that during the process of testing the regression analysis,
many different variables and time periods are tested to arrive at the best R-squared.
The utility’s rational behind selecting or dropping certain variables involves a “no worst”
rational. In other words, if a variable is justified and does not worsen the results, it is
generally kept as one of the regression variables. The utility tested the regression
analysis using Average Daylight Hours and Minutes/Day but did not include it in the final
regression model as it did not improve the results.

a) What other independent variables were considered in the regression analysis
and why were they dropped?

b) Please explain why customer count and/or number of holidays in a month were
not included in the model.

¢) Hydro Hawkesbury has noted that it has not used Average Daylight Hours in the
regression analysis and dropped it from the study. However, it has used a “Days
per Month” variable that slightly improved the R-square of the regression
equation. The regression results on page 20 of the evidence indicates that
Daylight Hours was included in the regression model while Days per Month was
not. Please clarify the discrepancy in the description of the independent variables
that were discussed in the evidence (page 18) and the variables that were used
in the regression analysis (page 20).

d) The P value of Daylight Hours is very high (21.00%). A high P value suggests
that changes in the predictor are not associated with changes in the response. In
other words, the variable “Daylight Hours” does not explain the change in the
dependent variable. Please explain why this variable was included in the
analysis.

e) Please provide the residual plot of the regression model provided in the pre-filed
evidence.

Response:

a) As part of its exercise to arrive to the best possible R-Square, the utility goes
through the process of trying a dozen different variables for example Customer#,
CPI & Employment variables, wind, rain, temperature to name a few.

b) As explained at Exhibit 3, pages 21 and 22, the utility picks and chooses the best
possible variables and discards variables that did not produce favorable results.
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If the number of holidays or number of customers were not included in the final
regression analysis, it is because they did not improve results. variable did not
worsen the results therefore in accordance with the statement at Exhibit 3, pages
21 and 22, the utility opted to keep the variable.

c) HHI confirms that both the Daylight Hours and days per month were used in the
regression analysis. This is supported by the Regression at Table 7 page 20 of
the evidence.

d) HHI is aware of the high P-Value and its significance however, the inclusion of
this variable helped increase the R-Square

e) The only information available at this time is a Scatter plot. See table below.
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3-Staff-45
Ref: Exhibit 3/ pages 17-19 of 78

Hydro Hawkesbury has used data for the period 2007 to 2016 in the regression
analysis. The regression result has been used to prepare the load forecast.

a) Please confirm whether Hydro Hawkesbury tested the accuracy of its forecast
and if yes, please explain how the accuracy was tested.

b) Please use the same independent variables as that in the evidence for the years
2006 to 2014 and prepare a load forecast for 2015 and 2016. Please compare
the forecasted consumption with the actuals for 2015 and 2016.

Response:

a) The load forecasting information filed in its application is accurate to the best of
the utility’s knowledge. HHI also notes that it used the OEB approved method of
determining its Load Forecast.

b) The specific request cannot be completed in a reasonable time and produces
results that go against the OEB'’s policies which dictate that the regression
should be run on a 10-year average. CWH maintains that it has followed the
Chapter 3 Filing Requirements to the best of its knowledge and based on the
availability of information. For these reasons the information requested will not be
generated.
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3-Staff-46

Ref: Exhibit 3/ page 20

Response to Interrogatories
November 13, 2017

Hydro Hawkesbury has provided the regression results used to determine the load
forecast. Please re-run the regression results using the following independent variables.

a) The variables included in the evidence with the exception of “Daylight Hours”.
b) The variable included in the evidence and customer count.
c) The variables included in the evidence excluding “Daylight Hours” and including
customer count.
d) If any of the results under the above scenarios show an improved R squared
compared to that provided in the evidence, please provide a revised load
forecast on that basis.
e) Please provide the output and model in Excel and PDF formats.

Response:

&) Equation Parameters

R Squared

0.8100

Adjusted R Squared 0.8034
Standard Error 870057.1250
F - Statistic 122.5740

tiple Regression Equation

80.34% of the change in WS can be explained by
the change in the 4 independent variables
to +/- on result of Regression Equation
Therefere analysis IS Significant

7] 95% Confidence/Autocorrelation

0.832 Durbin-Watson Statisti

1.65 - 1.75 |Positive autocorrelation detected
2.448 Critical F-5tatistic - 95% Confidence
86.12% |Confid to which lysis holds

¥

L7] Independent Analysis

e Auto

Correlation
DI=1.69

L7} Multicollinearity

Adjusted R-

Coefficients Standard Error t Stat p Value Du=1.72 Squared

R Squared Coefficient Intercept =t against other | Variables With

Intercept 23,395,511.744) 4,544 461.003 5.148 0.00% DW-Stat Indep RSQ at > 90%
HDD 6,069.264 336.215 17.945 0.00% 73.43% 5519.09| 11151760.00 0.35 36.54%
coD 9,795.912 2422 512 4.044 0.01% 19.38% -19898.82| 13613033.00 0.63 41.00%
NoD in Month 264.977.620 99.272.993 2.669 0.87% 0.79%|  -210887.50| 19512298.00 2.96 3.27T%
-30.482.412 5,351.828 -5.696 0.00% 168.62% -52348.43| 48740820.00 0.23 12.44%

a) Unemployment

tiple Regression Equation

“ Independent Analysis

g Auto

“ Multicollinearity

Correlation
DI=1.69 Adjusted R-

Coefficients Standard Error t Stat p Value . Du=1.72 Squared

R Squared Coefficient Intercept against other |Variables With

Intercept 37,824,764 164| 6,421,162.196 5891 0.00% DW-Stat Indep RS0 at > 90%
HDD 7.050.872 500.597 14.085 0.00%) 73.43% 5519.09) 11151760.00 0.35 74.84%
COD 6,362 236 2423231 2626 0.98%)| 19.38% -19898.62)  13613033.00 0.63 4713%
NoD in Month 254 576.470 93,885 823 2712 0.77% 0.79% -210887.50| 1951229800 2.96 3.02%
Unemployment 92.570 8,927 612 0.010 99.17% 18.62% -62348.43| 48740820.00 0.23 71.78%
Daylight hours 129,346 145 59,857 965 2161 3.28%| 41.45%| -530876.55) 19450208.00 0.28 71.16%
b) #Cust -6,669.625 1,683.253 3.962 0.01%)| 7.27% -6911.13] 51161748.00 0.07 64.77%
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7 95% Confidence/Autocorrelation

(7] Equation Parameters ?
R Squared 0.8287 82.12% of the change in WS can be explained by 0.854 Durbin-Watson Statisti

Adjusted R Squared 0.8212 the change in the § independent variabl 1.63 -1.77 |Positive autocorrelation detected
Standard Error 829813.1875 |[to +/- on result of Regression Equation 2.290 Critical F-Statistic - 95% Confidence
F - Statistic 110.2861 Therefore analysis IS Significant 89.62% |Confidence to which lysis holds
Multiple Regression Equation “ Independent Analysis Qor':;f:;im_l “ Multicollinearity
Coefficients Standard Error t Stat p Value I;)I=_1 - A:tl:;::dR
R Squared | Coefficient Intercept Sz against other | Variables With
Intercept 40,145,912 355| 6,431,757.333 6.242 0.00% DW-Stat Indep RSQ at > 90%
HDD 6,219.476 326374 19.115 0.00% 73.43% 5519.09] 11151760.00 0.35 39.07%
COD 7,579.059 2,394,526 3.165 0.20% 19.38% -19698.82| 13613033.00 0.63 44 59%
NoD in Month 236.801.072 95.018.023 2.492 1.41% 0.79% -210887.50| 19512295.00 2.96 3.12%
Unemployment -6,196.964 8,674.463 -0.723 47.13% 18.52% -62348.43| 48740820.00 0.23 66.70%
#Cust -5.886.755 1,670.048 -3.525 0.06% 7.27% -6911.13| 51161748.00 0.07 63.38%

d) HHI will not update its Load Forecast based on the above results even if the R-
Square is improved. HHI submits that even if the R-Square is higher, in many of
the cases, the coefficient shows counter-intuitive results which indicate that the
variable suggested should be removed. In this particular case, HHI could not
explain why the load would lower as the number of customer increases. HHI
maintains that its proposed results are statistically better than the ones
suggested by Board Staff and therefore, proposes to keep the R-Square as
presented in its application.

e) The above scenarios are for hypothetical purposes only. The model has not been

updated to reflect these results as HHI still stand by the results it proposed as
part of its original application.
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3-Staff-47
Ref: Exhibit 3/ 2018 TESI Load Forecasting Model

The Excel spreadsheet of the Load Forecasting Model provides consumption data for
the years 2007 to 2016. The data can be found in the worksheet titled “Input Customer
Data”. The input data for Residential — Retail Consumption is significantly lower for
some of the months (February, April, June, July and October of 2008, February, April,
June, August and October of 2009, February, April and June of 2016). Please explain
the reason for the variation.

Response:

The low consumption represents monthly billing adjustments. The total for 2008, 2009,
2010 and 2011 used in determining the load forecast show accurate total consumption.

2007: 53,035,556 kwh
2008: 53,471,410 kwh
2009: 52,558,954 kwh
2010: 50,277,839 kwh
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3-Staff-48
Ref: Exhibit 3/ page 19

Hydro Hawkesbury has noted that using a combination of wholesale purchases and the
selected independent variables, a multiple regression analysis was used to develop an
equation describing the relationship between monthly actual wholesale kwh and the
explanatory variables.

a) Please update the load forecast to include the most recent data (up to
September 30, 2017) and indicate how the load and customer forecast for 2017
and 2018 may be affected.

b) If Hydro Hawkesbury has prepared a revised load forecast as per Staff 3(d),
please indicate how the load and customer forecast for 2017 and 2018 will be
impacted using the most recent data of wholesale purchases.

Response:

a) This specific request cannot be completed in a reasonable time. For this reason,
the information requested will not be submitted in the manner asked for;
however, the utility has provided January to July data in the table below.

b) N/A

Wholesale
Wholesale
Purchases
Year Month
2017 January 14409591
2017 February 12880390
2017 March 14189547
2017 April 11006101
2017 May 10695175
2017 June 10730356
2017 July 11308244
2017 August 11399916
2017 September 10779409
2017 October
2017 November
2017 December
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Residential
Number of
kWh Customer/

Connection
Year Month
2017 January 5471696 4836
2017 February 4764431 4836
2017 March 5168947 4828
2017 April 3506271 4831
2017 May 3034971 4826
2017 June 2879629 4826
2017 July 3218878 4829
2017 August 3065760 4826
2017 September 2829990 4828
2017 October
2017 November
2017 December

General Service <
50 kW
Number of
kWh Customer/

Connection
Year Month
2017 January 1696424 609
2017 February 1519666 609
2017 March 1661504 608
2017 April 1311000 607
2017 May 1319737 607
2017 June 1379377 607
2017 July 1485163 610
2017 August 1497176 611
2017 September 1369770 612
2017 October
2017 November
2017 December
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General Service >
50 to 4999 kW
Number of
kWh kW Customer/
Connection
Year Month
2017 January 6616081 15580 87
2017 February 6058924 15583 87
2017 March 6994950 14336 87
2017 April 5412818 15171 87
2017 May 5829269 15749 87
2017 June 5969383 16266 87
2017 July 5638787 15037 86
2017 August 6823295 17044 86
2017 September 6068854 16759 83
2017 October
2017 November
2017 December
Unmetered
Scattered Load
Number of
kWh Customer/
Connection
Year Month
2017 January 25189 9
2017 February 25189 9
2017 March 25189 9
2017 April 25189 9
2017 May 25189 9
2017 June 25189 9
2017 July 25189 9
2017 August 25189 9
2017 September 25189 9
2017 October
2017 November
2017 December
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Sentinel
KWh KW Customgr/
Connection
Year Month
2017 January 5806 18 47
2017 February 5806 18 47
2017 March 5806 18 47
2017 April 5806 18 47
2017 May 5806 18 47
2017 June 5806 18 47
2017 July 5559 18 47
2017 August 5532 17 46
2017 September 5532 17 46
2017 October
2017 November
2017 December
Street Lighting
Number of
kWh Customer/ kw
Connection

Year Montth
2017 January 52457 115 1197
2017 February 44399 115 1197
2017 March 43796 115 1197
2017 April 36026 115 1197
2017 May 32717 115 1197
2017 June 30214 115 1197
2017 July 31681 115 1197
2017 August 35134 115 1197
2017 September 39709 115 1197
2017 October
2017 November
2017 December
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3-Staff-49
Ref: Exhibit 3/ pages 47-51

Hydro Hawkesbury has used a simple 10-year (2007 to 2016) geometric mean function
to determine the forecasted number of customers for 2017 and 2018.

a) Please update the forecast of 2017 and 2018 for the different customer classes
using the most recent 2017 customer count data.

Response:

a) The January to June information in presented in the response to 3-Staff-48.
However, Since HHI has updated its forecast to incorporate a partial 2017 year,
HHI also does not commit to updating the Load Forecast model using a customer
forecast that incorporates partial year information for 2017.
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3-Staff-50

Other Revenue

Ref: Exhibit 2/ pages 27 to 31/ Appendix 2-BA
Ref: Exhibit 3/ pages 63 to 64/ Appendix 2-H

Per the Accounting Procedures Handbook Article 430, for regulatory purposes the
deferred revenue arising from customer contributions is to be included as an offset to
rate base and amortized to income (i.e. Account 4245) over the useful life of the PP&E
to which it relates. Hydro Hawkesbury shows capital contributions in Appendix 2-BA and
accumulated depreciation for the capital contributions. There is $0 shown in Account
4245 in Appendix 2-H. Please confirm that the amortization of deferred revenues
relating to capital contributions has been shown as depreciation expense.

Response:

The Depreciation has been recorded in account 5740 which was not included in the
determination of rates.
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3.0 -VECC -15

Reference: Exhibit 3, page 13, Table 4
Load Forecast Model, Tab: Input — Adjustments and Variables

a) Itis noted that the wholesale purchases set out in the Load Forecast model
do not have any adjustments for Fit and MicroFIT. Please confirm that
monthly wholesale purchases set out in Table 4 include purchases from
embedded generation as well as Hydro One and the IESO.

Response:

a) HHI confirms that monthly wholesale purchases set out in Table 4 include
purchases from embedded generation as well as Hydro One and the IESO.
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3.0 -VECC -16

Reference: Exhibit 3, pages 17 and 19
Load Forecast Excel Model, Forecast Tab

a) The Application states that “To project the adjusted wholesale purchases for

b)

the bridge and test year, the model uses, for the most part, a simple average
of the last ten years of historical data. HHI has applied this method of

prediction to all variables”. However, in the Load Forecast model the HDD

and CDD value used for 2018 appear not be based on the average for the
years 2007-2016 as the Application states (page 15), but rather on an
average of the values for 2008-2017 plus the 10 year average (2007-2016)
average. Please explain why.

Please re-do the wholesale power purchase forecast for 2018 using the
average of the HDD and CDD values for the 2007-2016 period.

The 2018 employment values used in the model are “hard coded” such that

it is not clear how they were determined. Please explain how the values were

calculated and why the approach used is appropriate.
d) Please define what is considered the HHI economic region (per page 17)
e) Is HHI aware of any independent forecasts that are prepared for employment
in the HHI economic region? If so, please provide.

Response:

a) Correct. The utility uses a 10-year historical average counting backwards
from the year in question. Therefore, for 2018, HHI used 2008-forecasted
2017. Using 2007-2016 would yield the same results as 2017 which in HHI's
view would be incorrect as the forecast for 2018 should reflect exponential
trend.

b) As requested

Predicted HDD CDD | Days/mon | Employ Dﬁy“ght

ours
2017-January 15441695.77 | 840.32 | 0.00 31.00 700.07 9.09
2017-February 14158621.95 | 751.67 | 0.00 28.33 700.39 10.19
2017-March 14109383.68 | 611.16 | 0.00 31.00 700.71 11.51
2017-April 12142365.19 | 332.97 | 0.72 30.00 701.03 13.28
2017-May 11334351.82 | 130.63 | 17.34 31.00 701.35 14.52
2017-June 10704007.29 | 30.88 | 44.00 30.00 701.68 15.35
2017-July 11274523.34 | 5.88 | 96.11 31.00 702.00 15.15
2017-August 11182880.78 | 13.20 | 91.48 31.00 702.32 14.03
2017-September | 10913522.29 | 91.04 | 52.88 30.00 702.64 12.29
2017-October 11848222.16 | 274.01 | 10.11 31.00 702.96 10.51
2017-November | 12674137.53 | 472.33 | 0.19 30.00 703.28 9.28
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2017-December | 14171224.04 | 669.49 | 0.00 31.00 703.60 8.47
2018-January 15417416.12 | 840.32 | 0.00 31.00 703.92 9.09
2018-February 14151567.90 | 751.67 | 0.00 28.26 704.25 10.19
2018-March 14137563.52 | 611.16 | 0.00 31.00 704.57 11.51
2018-April 12129047.32 | 332.97 | 0.72 30.00 704.89 13.28
2018-May 11288931.82 | 130.63 | 17.34 31.00 705.21 14.52
2018-June 10577940.57 | 30.88 | 44.00 30.00 705.53 15.35
2018-July 11076422.76 5.88 96.11 31.00 705.85 15.15
2018-August 10936235.62 | 13.20 | 91.48 31.00 706.17 14.03
2018-September | 10663745.22 | 91.04 | 52.88 30.00 706.50 12.29
2018-October 11641508.79 | 274.01 | 10.11 31.00 706.82 10.51
2018-November | 12768249.60 | 472.33 | 0.19 30.00 707.14 9.28
2018-December | 14328679.72 | 669.49 | 0.00 31.00 707.46 8.47
Summary As field VECC IR Diff.
2018-January 15410207.93 15417416.12 -7208.19
2018-February 15104434.25 14151567.90 952866.35
2018-March 14334201.75 14137563.52 196638.23
2018-April 12435161.57 12129047.32 306114.25
2018-May 11192905.28 11288931.82 -96026.54
2018-June 10629441.11 10577940.57 51500.54
2018-July 10866703.86 11076422.76 -209718.9
2018-August 10802498.50 10936235.62 -133737.12
2018-September 10939215.53 10663745.22 275470.31
2018-October 11701262.60 11641508.79 59753.81
2018-November 12799207.68 12768249.60 30958.08
2018-December 14072255.99 14328679.72 -256423.73
1170187.09

c) The hard-coded data (exercise to determine the 20-year average) has been
rectified in the model filed in support of these responses.

d) For all variables except “employment”, the utility used an average. For the
employment, the utility uses a linear forecasting method as an average would
yield incorrect projections for 2017-2018.

e) HHI is not aware of any forecasts of employment for the Hawkesbury region

that could be of use to the determination of its load forecast.
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a) In Table 8 the actual and predicted wholesale values are exactly the same

— please review and correct as necessary.

Response

The corrected table is shown below.

Table 1 - Wholesale vs. Adjusted using the coefficients from the regression results

year over year over
Year Wholesale year Predicted year
2007 168,514,536 167,452,064

2008 167,375,788 -0.68% 159,143,846

2009 167,014,596 -0.22% 162,860,706 2.34%
2010 159,288,613 -4.63% 157,138,901 -3.51%
2011 161,859,215 1.61% 155,080,556 -1.31%
2012 155,160,223 -4.14% 151,645,786 -2.21%
2013 154,796,479 -0.23% 156,370,293 3.12%
2014 148,208,227 -4.26% 153,211,546 -2.02%
2015 145,328,620 -1.94% 154,667,603 0.95%
2016 143,768,237 -1.07% 153,743,233 -0.60%
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3.0 -VECC -18

Reference: Exhibit 3, page 24

a) In Table 11 the 10 year an 20 year values are exactly the same — please
review and correct as necessary.

Response

(a) HHI's intention was to show only 2018 normalized load using the 10year
average vs 20year average as rate are determined on the basis of the 2018

load forecast. Table 11 with 2017 removed is shown below.

Weather Weather
Date Normalized Yefél\)(/;c;tal Normalized Yt;alr(ljy;lg:al
10Year 20Year
2018-January 15240061.31 15500301.11
2018-February 14861560.08 14703911.50
2018-March 14010853.79 13914082.33
2018-April 12306996.85 12018215.45
2018-May 11064118.44 10930080.69
2018-June 10534774.07 10625439.55
2018-July 10706507.97 10854871.72
2018-August 10819132.93 10697664.94
2018-September 10928631.98 10651330.63
2018-October 11676391.29 11729898.86
2018-November 12699292.71 12889727.33
2018-December 14069857.13 148918178 14402614.04 148918138
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3.0 -VECC -19

Reference: Exhibit 3, page 25

Load Forecast Model, Tab: Input — Customer Data

a) In the discussion regarding the determination of the customer forecast HHI
states “in HHI's case the MicroFit related consumption was removed from
the Wholesale Purchases”. Please explain what the associated adjustments
were and how they relate to the determination of the forecast
customer/connection count.

Response

a) The statement was incorrect, the consumption related to MicroFits was not
removed from the wholesale used for the regression.
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3.0 -VECC -20

Reference: Exhibit 3, page 26

a) Are the customer/connection counts shown in Table 12 year-end or average
annual values?

b) Please provide the actual customer/connection count by class as of June
30, 2017.

c) Please provide the customer/connection counts by class for the most recent
month available.

Response

a) The customer counts are averages as per the filing requirements.
b) & c) Please see responses to 3-Staff-48
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3.0-VECC -21

Reference: Exhibit 3, pages 28-
Load Forecast Excel Model, Tab: Bridge and Test Year Class
Forecast and Tab: CDM Allocation

a) With respect to the Residential Class, Table 13 suggests the 2018 forecast
is reduced by the average use attributed to six customers. Please confirm
that the forecast proposed by HHI does not actually incorporate this
Residential adjustment. If it does, explain why.

b) With respect to the GS<50 Class, Table 14 suggests the 2018 forecast is
reduced by the average use attributed to four customers. Please confirm
that the forecast proposed by HHI does not actually incorporate this GS<50
adjustment. If it does, explain why.

c) With respect to the GS>50 Class, Table 15 suggests the 2018 forecast is
reduced by the average use attributed to one customer. Please confirm that
the forecast proposed by HHI does not actually incorporate this GS>50
adjustment. If it does, explain why.

Response
a) HHI confirms that the forecast does not incorporate the adjustments for
Residential, GS<50kW and GS>50kW.
b) See response to a)
c) See response to a)
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3.0 -VECC -22

Reference: Exhibit 3, pages 36-40

a) Please provide a copy of HHI's approved CDM Plan.

b) Please confirm that, based on HHI's approved CDM Plan the expected
energy savings from 2016, 2017 and 2018 CDM programs are 1,439 MWh,
1,434 MWh and 1,362 MWh respectively.

c) Please provide a copy of HHI's verified 2016 CDM Results (the excel
version).

d) Please confirm that the verified results from 2016 CDM programs persisting
in 2018 is 1,339,758 kWh.

e) Please reconcile the preceding values with the 2018 CDM adjustment
proposed in the Application

Response:

a) The CDM plan is filed along with these responses.

b) Confirmed (as per 2016 verified results).

c) The 2016 verified results are being filed along with these responses.

d) Confirmed.

e) The CDM adjustments in the Load Forecast model have been updated to reflect
the 2016 verified results where were not available at the time of the filing.
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3.0 -VECC -23

Reference: Exhibit 3, pages 63 and 69
Cost Allocation Model, Tab 03.6

a) With respect to page 63, in what account are the revenues from the microFIT
service charges recorded and what were the revenues for 2016?

b) What are the incremental revenues for 2018 attributable to the proposed
increase in the MicroFIT service charge?

c) What services does Utilismart provide and do they replace all of the activities
and costs set out in Tab 03.67?

d) If there are remaining costs that HHI occurs and that are attributable to
MicroFIT customers why shouldn’t they be added to the $10.

Response

a) Those revenues are recorded in account 4080. Revenues in 2016 were in the
amount of $388.80.

b) The increase would represent an incremental $332/year.

c) With respect to MicroFit, Utilismart, as the utility’s settlement provider, reads the
meters. HHI's request is based on the fact that the utility is charged a
$10/month monthly fee to have the meters read. The utility should be able to
recover those costs. The utility cannot confirm the information at O-3.6 as there
is not clear explanation as to how the numbers are calculated. Furthermore,
the OEB’s note in the instruction tab of the model indicates that worksheet O-
3.6 will not likely be considered relevant for approval of a non-uniform charge.

d) HHI confirms that there are no charges other than the $10 from Utilismart.
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Exhibit 4 — Operating Expenses
4-Staff-51

a) Please refile Appendices 2-JA, 2-JB, 2-JC, and 2-L using 2017 actuals to-date
and compare to the equivalent time period in 2016.

b) Please provide a forecasted amount for the remainder of the year explain any
discrepancy to the filed 2017 forecasted amounts.

Response:

a) HHI notes that the information requested cannot be prepared in the time allowed
to provide a response. Instead, HHI has provided the request on a per account
basis in the Preamble section of the responses.

b) See table below. The -$29,747 variance in account 5315-Customer Billing can be
explained by the fact that HHI has a new billing clerk in place and no longer
needs the services of ERTH. ERTH provided services while the VP was on sick
leave and later while her succession was being planned. All other variances are
considered immaterial.

Revised
2017As filed budgeted Variance
for 2017

Account Description

Operations
5014-Transformer Station Equipment - Operation Labour $50,580 $46,981 -$3,599
5015-Transformer Station Equipment - Operation Supplies and Expenses $7,719 $8,539 $820
5016-Distribution Station Equipment - Operation Labour $12,647 $12,471 -$176
5017-Distribution Station Equipment - Operation Supplies and Expenses $1,296 $1,275 -$21
5020-Overhead Distribution Lines and Feeders - Operation Labour $17,319 $16,503 -$816
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses $989 $983 -$6
5035-Overhead Distribution Transformers- Operation $7,139 $6,422 -$717
5040-Underground Distribution Lines and Feeders - Operation Labour $2,816 $3,904 $1,088
5055-Underground Distribution Transformers - Operation $1,823 $1,083 -$740
5065-Meter Expense $9,596 $10,680 $1,084
5095-Overhead Distribution Lines and Feeders - Rental Paid $1,482 $1,468 -$14

Total - Operations $113,406 $110,309 -$3,097

Account Description

Maintenance
5105-Maintenance Supervision and Engineering $6,818 $6,818 $0
5120-Maintenance of Poles, Towers and Fixtures $14,882 $16,922 $2,040
5125-Maintenance of Overhead Conductors and Devices $45,198 $40,986 -$4,212
5130-Maintenance of Overhead Services $47,528 $42,877 -$4,651
5135-Overhead Distribution Lines and Feeders - Right of Way $60,583 $62,608 $2,025
5145-Maintenance of Underground Conduit $374 $387 $13
5150-Maintenance of Underground Conductors and Devices $8,240 $8,898 $658
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5155-Maintenance of Underground Services $7,451 $6,932 -$519
5160-Maintenance of Line Transformers $2,603 $8,162 $5,559
5175-Maintenance of Meters $1,293 $4,246 $2,953
Total - Maintenance $194,970 $198,837 $3,867
Account Description
Billing and Collecting
5305-Supervision $0 $0 $0
5310-Meter Reading Expense $31,433 $31,380 -$53
5315-Customer Billing $265,414 $235,667 -$29,747
5320-Collecting $109,739 $105,938 -$3,801
5325-Collecting- Cash Over and Short $12 $12 $0
5335-Bad Debt Expense $56,098 $68,489 $12,391
5340-Miscellaneous Customer Accounts Expenses $0 $0 $0
Total - Billing and Collecting $462,696 $441,487 -$21,209
Account Description
Administrative
5605-Executive Salaries and Expenses $110,794 $116,424 $5,630
5610-Management Salaries and Expenses $57,620 $60,925 $3,305
5620-Office Supplies and Expenses $22,345 $21,669 -$676
5630-Outside Services Employed $65,549 $64,281 -$1,268
5635-Property Insurance $4,284 $4,200 -$84
5640-Injuries and Damages $10,194 $8,651 -$1,543
5645-Employee Pensions and Benefits $10,080 $10,005 -$75
5655-Regulatory Expenses $94,067 $94,067 $0
5665-Miscellaneous General Expenses $17,034 $17,412 $378
5675-Maintenance of General Plant $22,881 $20,654 -$2,227
5680-Electrical Safety Authority Fees $5,506 $5,140 -$366
6205-Sub-account LEAP Funding $2,000 $2,000 $0
Total - Admin $341,082 $115,747 $425,428
Total $1,193,426 | $1,176,062 | -$17,364

152




Hydro Hawkesbury Inc. Response to Interrogatories

4-Staff-52

November 13, 2017

Benefits from OM&A Increases

Ref: Chapter 2 Appendices/ Tab 2-JA

The proposed OM&A costs in 2018 of $1,210,114 represents an increase of $239,446
or 24.70% over the 2014 actual OM&A.

a) Please identify any customer engagement relating specifically to the increase in
OM&A that supports the increases proposed in this application.

b) Please identify what if any improvements in services and outcomes the
applicant’s customers will experience in 2018 and during the subsequent IRM
term as a result of increasing the provision for OM&A at the rate indicated.

c) Please identify any initiatives considered and/or undertaken by Hydro
Hawkesbury, including any analysis conducted, to optimize plans and activities
from a cost perspective.

Response:

(a) Please see HHI's response to 1-Staff-8, 1-Staff-9, 1-Staff-11and 1-Staff-12.

(b) The costs included in the Test Year are the minimum costs required to operate
the utility in the most cost-efficient manner possible. HHI cannot specifically
identify examples of increased OMA spending in 2018 where the sole purpose of
the spending is to specifically and materially improve service or outcomes;
spending is included because it is required to maintain and operate the system,
with some areas of spending incrementally improving service’s and outcomes as
a by-product of proper management of the system.

As explained in Section 1.3 of the Business Plan, HHI plans to achieve its
strategic goals by setting and meeting the following objectives:

Improve grid reliability.

Create a service-based utility whose primary goal is to exceed customers'
expectations at a reasonable cost.

Promote the long-term, efficient provision of utility services consistent with
OEB policy.

Work with other utilities in the promotion of both efficient and sustainable
environment.

Operate effectively with the staff currently in place.
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e Reduce operational costs where and when possible.

e Develop and adopt an actionable plan to improve customer experience.
HHI also notes that many of its costs are non-discretionary and out of the utility’s
control. i.e. increase in locates, new underground service, increase in bad debt,
regulatory costs etc.

(c) HHI PEG results indicate that it has reached the optimal results from a cost
perspective. As indicated in the response to 1-Staff-16, some of the key factors
that the utility will continue to monitor are; effective business planning, a
continuous focus on operational efficiency, and managing expenditures to make
sure that they are in line with budgets when possible.
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4-Staff-53

Ref: Exhibit 4/ Section 4.2.2/ page 14

Cost per Customer

OEB Appendix 2-L Employee Costs at Table 10 below shows an OM&A cost per customer of

$208 in 2018 in comparison to 172 in the 2014 Board Approved.

Table 10 - OEB Appendix 2-L Recoverable OM&A Cost per Customer and FTE?

2014 Board 2014 2015 2016 2017 2018
Approved
OM&A Costs
o&amM $302,250.00 £232,855.01 $235,939.54 $236,870.72 $308,375.92 £300,107.00
Admin Expenses $397,976.00 £342177.17 $299,046.38 $341,082.01 $422 353.85 £433,375.07
Total Recoverable OM&A from $700,226.00 £575,032.18 $534,985.92 $577,952.73 $730,729.76 £73348207
Appendix 2-JB®
Number of Customers >* 5682 5624 5526 5511 5520 5542
Number of FTEs *# 7 7 7 7 7 7
Customers/FTEs a11.1m 803.39 780.48 787.27 788.62 791.76
OM&:A cost per customer
O&M per customer 53 41 43 43 56 54
Admin per customer 70 61 54 62 77 78
Total OM&A per customer 123 102 a7 105 132 132
OM&LA cost per FTE
O&M per FTE 43,179 33,265 33,706 33,839 44,054 42,872
Admin per FTE 56,854 48882 42721 48726 60,336 61,911
Total OM&A per FTE 100,032 82147 76,427 82 565 104,390 104,783

“*Customers do not include connections

a) Please reconcile the differences in the evidence, highlighted above.

Response:

HHI confirms that the statement at Section 4.2.2 page 14 was based on outdated
information and should have reflected the $123 in 2014BA vs 132 in the 2018 Test
Year.
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4-Staff-54
Ref: Exhibit 4/ Section 4.1.1/ page 2 & 4, Table 3

Ref: Exhibit 2/ Section 2.1.2

Table 3 - OEB Appendix 2-JA - Summary of Recoverable OM&A Expenses®

Reporting Basis NEWGAAP NEWGAAP MIFRS MIFRS MIFRS MIFRS
Board 2014 2015 2016 2017 2018
Approved
Operations $96,550 $51,300 $55,990 $68,472 $113,406 $95,593
Maintenance $205,700 $181,555 $179,949 $168,399 $194,970 $204,514
SubTotal $302,250 $232,855 $235,940 $236,871 $308,376 $300,107
%Change (year over year) -23.0% 1.3% 0.4% 30.2% -2.7%
%Change (Test Year vs 28.9%
Last Rebasing Year - Actual)
Billing and Collecting $426,315 $395,636 $409,354 $418,864 $462,696 $476,632
Community Relations $200 $0 $0 $0 %0 $0
Administrative and General+LEAP $397,976 $342177 $299,046 $341,082 $422 354 $433,375
SubTotal $824,491 4737813 $708,401 $759,946 $885,050 $910,007
%Change (year over year) -10.5% -4.0% 7.3% 16.5% 2.8%
%Change (Test Year vs 10.4%
Last Rebasing Year - Actual)
Total $1,126,741 $970,668 $944,340 $996,817 $1,193,426 $1,210,114
%Change (year over year) -13.9% -2.7% 5.6% 19.7% 1.4%

As shown in the table above, in 2014, 2015 and 2016 Hydro Hawkesbury spent
approximately $65,000-$70,000 less than its 2014 OEB-approved amount on
Operations and Maintenance. In the Administration and General category, Hydro
Hawkesbury spent about $50,000 less than its 2014 OEB-Approved in 2014, about
$100,000 less in 2015, and about $50,000 less in 2016.

Hydro Hawkesbury cites two reasons for this underspending: the delay in building the
110KV TS caused cashflow issues that required Hydro Hawkesbury to spend less than
planned to ensure that it could pay its suppliers and creditors; and the absence of the
Assistant Manager/VP of Finance from August 2015 to January 2017, when the position
was filled through an internal promotion.

a) For each of “Operations and Maintenance” and “Administrative and General
Costs” please describe how Hydro Hawkesbury decreased spending for the
purpose of ensuring sufficient cash was available to pay suppliers and creditors.
Please provide specific examples and breakdown avoided spending by year.

b) Please describe the rationale or strategy for reducing spending in each of the
areas where this occurred.

c) Please describe the impacts of the decreased spending described in response to
a).

d) Hydro Hawkesbury has an objective to reduce operational costs where possible.
Please explain why the decreased spending described in response to a) cannot
be sustained into the test year and beyond, with specific reference to the reasons
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why prior strategies are no longer feasible or in the interest of customers. Please
be specific.

In section 2.1.2 of Exhibit 2 Hydro Hawkesbury notes that it secured a loan of
$2,300,000 from Infrastructure Ontario for the 110KV TS however the funds were
not provided to Hydro Hawkesbury until July 2016. Hydro Hawkesbury stated that
it had disbursed $700,000 out of its own cashflow on the 110 KV project by the
end of 2014.

Please provide the amount of money Hydro Hawkesbury disbursed out of its own
cash flow in relation to the 110 KV between January 2015 and July 2016, when
the funds from Infrastructure Ontario were received.
Please provide the total amount spent in relation to the 110 KV between January
2014 and July 2016 (i.e. is it $700,000 + amount disbursed between January
2015 and July 2016?).
Staff calculated the combined amount Hydro Hawkesbury underspent against
Board approved for Operations, Maintenance, and Administration & General. In
2014, the combined amount underspent was $125,194. In 2015 it was $165,241.
In 2016 it was $122,273.
i.  Please confirm that these amounts were diverted to pay costs
associated with the 110 KV.
ii. Please explain where the remaining funds came from to cover
costs associated with the 110KV between 2014 and 2016.
iii. Please explain what happened to the $2,300,000 received from
Infrastructure Ontario in July 2016.
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a) The two main areas of spending which HHI can, on a temporary basis, reduce
when resources are constrained are Tree Trimming and Office Expenses.
(highlighted in yellow below). HHI has provided a account by account
explanation of reductions that occurred as a result of other factors. Please

see the table below:

2014 Board 2014 actuals variance notes
Approved
5014-Transformer reduction in general
Station Equipment - $ 10,000.00 $6,522.36 -$ 3,477.64 maintenance due to
Operation Labour revamp of stations
5015-Transformer N
Station Equipment - redyctlon in general
- : $9,000.00 $8,425.78 -$574.22 maintenance due to
Operation Supplies and :
EXDEnses revamp of stations
p
reduction in general
5016-Distribution maintenance due to
Station Equipment - $ 12,000.00 $ 259.96 -$11,740.04 revamp of stations
Operation Labour finalized. Extra expenses
reduced without impact.
5017-Distribution red_uction in general
Station Equipment - maintenance dge to
o - : $ 6,500.00 $ 3,068.67 -$ 3,431.33 revamp of stations
peration Supplies and finalized. Ext
Expenses inalized. Extra expenses
reduced without impact.
5020-Overhead
Distribution Lines and generally, less trouble calls
Feeders - Operation $ 13,500.00 $10,897.01 -$2,602.99 than expected.
Labour
5025-Overhead
Distribution Lines and generally, less trouble calls
Feeders - Operation $1,600.00 $311.00 -$1,289.00 than expected.
Supplies and Expenses
5035-Overhead Pcb Testing less than
Distribution expected. Also les trouble
Transformers- $10,000.00 $6,773.48 -$3,226.52 calls related to
Operation transformers
5040-Underground
Distribution Lines and generally, less trouble calls
Feeders - Operation $2,500.00 $1,652.26 -$847.74 that expected.
Labour
5045-Underground
Distribution Lines and generally, less trouble calls
Feeders - Operation $50.00 $- -$50.00 that expected.
Supplies and Expenses
5055-Underground some pad mount
Distribution transformers not inspected
Transformers - $3,500.00 $2,105.01 -$1,394.99 due to cashflow.
Operation Postponed in future years
5065-Meter Expense $ 26,300.00 $ 10,397.10 -$15,902.90 Over estimated due 1o
activities in previous years.
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5095-Overhead

2014 BA from average of

Distribution Lines and $ 1,600.00 $886.91 -$ 713.09 prior years. 2014 and on
Feeders - Rental Paid lower that BA
Sub-Total $ 96,550.00 $51,299.54 -$ 45,250.46
2014 Board 2014 actuals variance notes
Approved
5105-Maintenanc increase from after hours
Supervision and $1,100.00 $6,035.00 $ 4,935.00 call center
Engineering
reduced pole replacement
5120-Maintenance of du_e to CaShf|9W (see
Poles, Towers and $11,000.00 $7,526.62 -$3,473.38 C‘"’r“p'ta' el"pe”.d'.“.”es- So
Fixtures other pole activities were
reduced also (ex: removal
poles etc.)
5125-Maintenance of over budget from average
Overhead Conductors $ 35,000.00 $ 25,533.49 -$ 9,466.51 in previous years... butin
and Devices line after 2014
5130-Ma|ntenan_ce of $ 50,000.00 $54,612.33 $4.612.33 more HHI sal_ary qpplled to
Overhead Services more minor jobs
5135-Overhead
Distribution Lines and $ 70,000.00 $60,313.51 -$ 9,686.49 reduced due to cashflow
Feeders - Right of Way
5145-Maintenance of over budget from average
Underground Conduit $1,500.00 $387.48 $1,112.52 in previous years
5150-Maintenance of
Underground $ 10,300.00 $ 6,868.10 $ 3,431.90 over.budgelt from average
Conductors and in previous years
Devices
5155-Maintenance of Budget OK just less TC
Underground Services $9,900.00 $8,270.09 -$1,629.91 than expected
regular maintenance
5160-Maintenance of through 2014. no TC
Line Transformers $ 15,000.00 $7.119.37 -$7,880.63 associated with
transformers
5175-Maintenance of $ 1,900.00 $ 4,889.48 $ 2,989.48 more HHI salary that
Meters average of 4 years
Sub-Total $ 205,700.00 $ 181,555.47 -$ 24,144.53
2014 Board 2014 actuals variance notes
Approved
2014BA based on previous
i . years average. Over
5310 '\é'fteernsgad'”g $ 45,000.00 $34,423.89 -$10,576.11 | budget in 2014 and seems
P more in line with future
years
5315-Customer Billing $ 245,000.00 $ 243,056.54 -$ 1,943.46 in line
5320-Collecting $ 106,250.00 $103,101.41 -$ 3,148.59 in line
5325-Collecting- Cash -
Over and Short $ 65.00 $8.65 -$ 56.35 in line
533:;?:252‘3“ $ 30,000.00 $15,045.75 -$ 14,954.25 less than expected
Total $ 426,315.00 $ 395,636.24 -$ 30,678.76
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2014 Board 2014 actuals variance notes
Approved
varied from previous
i . . average for 2014 BA.
S605-Executive Salaries | ¢ 115 000,00 $107,369.18 -$4,630.82 Explanation could be
and Expenses .
simple as a Toronto
meeting (assist or absent)
5610-Management -
Salaries and Expenses $ 78,000.00 $76,479.35 -$ 1,520.65 in line
5620-Office Supplies $ 30,000.00 $ 17,385.36 $12,614.64 reduced expenses cash
and Expenses flow
5630-Outside Services
Employed $ 20,600.00 $ 15,315.02 -$ 5,284.98
5635-Propert 2014 BA based on
| pery $12,000.00 $4,078.70 -$7,921.30 previous 4-year average.
nsurance ;
Clearly over estimated
5640-Injuries and $ 8,000.00 $7.866.72 $133.28 Based on MEARIE Ilab_lllty
Damages rates and annual premium
5645-Employee under estimated in 2014
Pensions and Benefits $ 3,900.00 $6,422.57 $2522.57 BA average
5655-Regulatory less that 2014 BA average
Expenses $ 65,400.00 $ 57,229.87 -$8,170.13 (IRM only)
5665-Miscellaneous $ 15,700.00 $ 15,999.46 $ 299.46 in line with 2014 BA
General Expenses
5675 Maintenance of $ 45,000.00 $25,620.92 -$19,379.08 | 2014 BA over estimated.
General Plant
5680-Electrical Safety 2014 BA underestimated.
Authority Fees $ 5,300.00 $6,410.02 $1,110.02 As per ESA rates
6205-Sub-account
LEAP Funding $2,076.00 $ 2,000.00 -$ 76.00
$ 397,976.00 $342,177.17 -$ 55,798.83
2015 Actuals-
2015 actuals 2014Actuals notes
5014-Transformer Station reduction in general
Equipment - Operation $2,435.28 -$ 4,087.08 maintenance due to
Labour revamp of stations
5015-Transformer Station The main activity was due
Equipment - Operation $17,915.53 $9,489.75 to work performed by our
Supplies and Expenses MSP (metering)
5016-Distribution Station
Equipment - Operation $2,135.65 $1,875.69
Labour
5017-Distribution Station
Equipment - Operation $ 2,553.50 -$515.17
Supplies and Expenses
5020-Overhead
Distribution Lines and more TC that anticipated
Feeders - Operation $14,779.38 $3,882.37 $3371
Labour
5025-Overhead
Distribution Lines and
Feeders - Operation $723.90 $412.90
Supplies and Expenses
5035-Overhead less trouble calls than
Distribution Transformers- $2,116.17 -$ 4,657.31 )
- estimated.
Operation
5040-Underground $2,847.60 $1,195.34

Distribution Lines and
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Feeders - Operation
Labour

5055-Underground

Distribution Transformers $2,119.94 $14.93
- Operation
Less expenses due to
5065-Meter Expense $7,476.26 -$2,920.84 previous years activities
with SM
5095-Overhead
Distribution Lines and $886.91 $-
Feeders - Rental Paid
5096-Other Rent $- $-
Sub-Total $ 55,990.12 $ 4,690.58
2015 Actuals-
2015 actuals 2014Actuals notes
5105-Maintenanc
Supervision and $ 6,560.00 $ 525.00
Engineering
5120-Maintenance of on I'n.e with .2014.
Poles, Towers and $8,772.17 $1,245.55 expectations with minor
Fixtures variance (rempvg old
poles not capitalized)
More in line with OEB
5125-Maintenance of 2014 approved- picked up
Overhead Conductors and $ 36,494.41 $10,960.92 work from 2014. SPL
Devices implied in work where HHI
short in men
5130-Maintenance of $ 53,204.39 -$1,407.94 still in line with 2014 BA
Overhead Services
5135-Overhead
Distribution Lines and $56,039.18 -$4,274.33 reduced due to cashflow
Feeders - Right of Way
5145-Maintenance of
Underground Conduit $342.72 -$44.76
5150-Maintenance of
Underground Conductors $2,699.10 -$ 4,169.00 over.budgelt from average
g in previous years
and Devices
5155-Maintenance of Budget OK just less TC
Underground Services $7,065.48 -$1,204.61 than expected
5160-Maintenance of Line $8.771.97 $ 1,652.60 similar situation to 2014
Transformers actuals
5175-M|\z;|é1tteerr;ance of $- -$ 4,889.48 none required in 2015
Sub-Total $179,949.42 -$ 1,606.05
2015 Actuals-
2015 actuals 2014Actuals notes
5310-Meter Reading $34,817.28 $393.39
Expense
Absent to Harris
5315-Customer Billing $ 233,513.81 -$9,542.73 conference, Absent to
Enercon conference.
5320-Collecting $ 106,676.27 $ 3,574.86 in line
5325-Collecting- Cash
Over and Short $7.85 -$0.80
5330-Collection Charges $ - $-
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in line with 2014 BA bad

5335-Bad Debt Expense $34,339.11 $ 19,293.36 debt from 2014 carried
over
5340-Miscellaneous
Customer Accounts $- $-
Expenses
$ 409,354.32 $13,718.08
2015 Actuals-
2015 actuals 2014Actuals notes
. . mainly caused by
5605-Executive Salaries $101,804.32 -$ 5,564.86 redistribution of salary to
and Expenses
CDM expenses
Administrative assistant
i on major sick leave
°610-Management $ 39,465.20 -$ 37,014.15 (cancer). Her absence
Salaries and Expenses
alone cause $32K less
salary
- . more than 2014 but still
5620'Of£)°(ee‘°"1‘£§“es B $22,542.75 $5,157.39 under 2014 BA for
P cashflow
some outsource required
5630-Outside Services $32,579.31 $ 17.264.29 due to_the illness of Admln
Employed assistant. accounting
services Deloitte
5635-Property Insurance $4,194.44 $115.74 in line with 2014 actuals
5640-Injuries and $3.517.56 -$4,349.16 2016 MEARIE Rate
Damages reduction
5645-Employee I_Densmns $ 10,055.07 $ 3,632.50 MEARIE benefits as per
and Benefits rates charged
5655-Regulatory ) less that 2014 BA average
Expenses $40,927.41 $ 16,302.46 (IRM only)
5665-Miscellaneous $17,503.15 $1,503.69 in line with 2015
General Expenses
S675-Maintenance of $19,348.43 -$6,272.49 2014 BA over estimated.
General Plant
5680-Electrical Safety -
Authority Fees $5,108.74 -$1,301.28 2015/2016 in line
6205-Sub-account LEAP
Funding $ 2,000.00 $-
$ 299,046.38 -$ 43,130.79

2016 Actuals- 2015

2016 Actuals notes
Actuals
faulty fuse at sub 110 Kv,
oil tests (ongoing station
revamp, and infrared
5014-Transformer Station scanning, 10 approval
Equipment - Operation 14448.62 $12,013.34 processes, Galvanized
Labour post drawings, more
implication from HHI as
revamping of station
continues
5015-Transformer Station
Equipment - Operation 7567.43 -$ 10,348.10 in line with 2015 less MSP

Supplies and Expenses
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oil testing and infrared and
more minor HHI
maintenance (salary)

5017-Distribution Station
Equipment - Operation
Supplies and Expenses

1270.22

-$1,283.28

5020-Overhead
Distribution Lines and
Feeders - Operation
Labour

16979.29

$2,199.91

More Maintenance labour
HHI, minor ice storm Dec
2016

5025-Overhead
Distribution Lines and
Feeders - Operation
Supplies and Expenses

969.65

$245.75

5035-Overhead
Distribution Transformers-
Operation

6998.8

$4,882.63

2 transformer failures
back yard distribution line.
More expensive. More
maint work from 2015

5040-Underground
Distribution Lines and
Feeders - Operation
Labour

2760.95

-$ 86.65

5055-Underground
Distribution Transformers
- Operation

1079.81

-$1,040.13

5065-Meter Expense

9407.74

$1,931.48

smart meter stops and
error.

5095-Overhead
Distribution Lines and
Feeders - Rental Paid

1453.28

$ 566.37

Sub-Total

68472.07

12481.95

2016 Actuals

2016 Actuals- 2015

notes

Actuals

5105-Maintenanc
Supervision and $ 6,684.00 $ 124.00
Engineering
5120-Maintenance of poles testing/ Mary street
Poles, Towers and $ 14,590.44 $5,818.27 betterment, HHI salary for
Fixtures maintenance
5125-Maintenance of TC and regular
Overhead Conductors and $44,311.51 $7,817.10 .

. maintenance from HHI
Devices
5130-Maintenance of reduced due to cashflow
Overhead Services $85,275.68 ezt and compensate 5125
5135-Overhead
Distribution Lines and $ 50,484.49 -$ 5,554.69 reduced due to cashflow
Feeders - Right of Way
5145-Maintenance of
Underground Conduit $129.56 -$213.16
5150-Maintenance of HHI salary and more fees
Underground Conductors $ 6,695.22 $ 3,996.12 from Ontario One call
and Devices (Locates)
5155-Maintenance of L .
Underground Services $ 6,408.06 -$ 657.42 in line with 2015
5160-Maintenance of Line $ 2.551.97 -$ 6,220.00 Just HHI labour. 2016
Transformers good year
5175-Maintenance of $1.267.77 $1.267.77

Meters
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2016 Actuals- 2015

2016 Actuals notes
Actuals
2310-Meter Reading $30,816.54 -$4,000.74
Expense
5315-Customer Billing $ 257,683.45 $24,169.64 ERTH
5320-Collecting $ 105,460.11 -$1,216.16 in line
5325-Collecting- Cash L
e ol St -$69.10 -$76.95 in line
5330-Collection Charges $ - $-
5335-Bad Debt Expense $ 24,973.38 -$9,365.73 less than 2015
$418,864.38 $9,510.06

2016 Actuals- 2015

2016 Actuals notes
Actuals
mainly caused by
5605-Executive Salaries redistribution of salary to
and Expenses $107,566.94 $5,762.62 CDM expenses (less than
2015)
Administrative assistant
came along early in 2016
i (remission) and left in
9610-Management $ 23,782.58 -$15,682.62 March (cancer). She
Salaries and Expenses .
passed away in July and
Her position was vacant
until October 31 2016
5620-Office Supplies and $21.907.16 $ 635.59
Expenses
1) Deloitte conversion to
IFRS and 1 less employee
battling cancer.
Outsourcing was required
5630-Outside Services $ 65,549.30 $ 32,969.99 for _thls vacant position
Employed until we could hire a new
accountant. Also note that
our biller then was on a
maternity leave from
March till November.
5635-Property Insurance $ 4,200.00 $5.56 in line 2015
5640-Injuries and 8523.36 5005.8 more in line with normal
Damages yearly charges
5645-Employee Pensions $9,882.51 -$172.56 in line 2015
and Benefits
5655-Regulatory work for 2018 COS
Expenses $53,425.91 $12,498.50 started in 2016
5665-Miscellaneous
General Expenses $ 16,700.00 -$ 803.15
5675-Maintenance of $22,431.87 $3,083.44 2014 BA over estimated.
General Plant
5680-Electrical Safety -
Authority Fees $5,112.38 $3.64 2015/2016 in line
6205-Sub-account LEAP
Funding $ 2,000.00 $-
$ 341,082.01 $ 42,035.63

b) HHI analysed the urgent needs and postponed spending in areas where doing so

would not immediately affect operations.
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The reductions in spending had limited, if any operational impact. Decreased
spending was confined to issues that did not affect reliability or safety, such as
office supplies. HHI established that some of the tree trimming could be postpone
for another year in order to alleviate some of the financial pressures at the time.
Some of the reduction (i.e. compensation) are simply as a result of having one
less employee in the absence of the administration assistant.

While limiting the impact to operations in the short term, the spending reductions
are not sustainable. For example, with a very small staff, HHI could motivate its
existing staff to temporarily cover extra responsibilities in the event of a
colleague’s illness. However, this is only sustainable for a short period,

eventually the utility must replace this staff member. Office supply spending can
be postpone but it's an expense that is eventually required to operate properly.
$104,770.75 was spent on 110kV substation project costs between January 2015
and July 2016.

$813K.

i.  Confirmed

ii.  Forthe most part, HHI used its existing cashflow and line of credit.

ii.  Of the $2.3M loan amount under the first financing agreement with
Infrastructure Ontario (1.0.), only $1.55M of the total funding was allocated
for the 110kV substation project. $723,794.91 of the $1.55M had been
previously provided to cover the project expenses incurred in 2013. With
the additional $708,738.19 spent on the project in 2014, only $117,466.90
of the $1.55M remained to fund the 110kV substation project when the
funds were provided by 1.O. in July 2016.
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4-Staff-55

Ref: Exhibit 1/ Business Plan/ page 35
Ref: Exhibit 1/ Section 1.3.15/ page 19
Ref: Exhibit 4/ Section 4.1.1/ page 3

The Business Plan states “Hydro Hawkesbury currently employs one General Manager,
and Accountant, two customer service representatives and a Billing Clerk. Hydro
Hawkesbury also currently employs two linesmen who are both scheduled to retire in
2018.” The table below is also included in the Business Plan and shows a total of five
(5) employees.

Table 11 - FTE Employment

Trades & Technical Positions Current #'s Minimum #'s 2017 2018
Projection Projections
General Manager 1
Customer Service Rep
Billing Clerk

Accountant

2 2
1 1
1 1

N Y [
alaln|a

Exhibit 1, section 1.3.15 notes “Hydro Hawkesbury employs a workforce of 8 people.

e A General Manager

e An Accountant

e Two customer service representatives
e One billing clerk

e Two linemen (until the mid-2018)”

Exhibit 4, section 4.1.1 notes “Hydro Hawkesbury employs five unionized employees
and two non-unionized employees.”

a) Please confirm that Hydro Hawkesbury currently has seven (7) employees.
b) Please confirm that after 2018, once the two (2) lineman have retired, Hydro
Hawkesbury expects to have five (5) employees.

Response:

a) HHI has 7 employees.
b) Following the expected retirement of 2 lineman HHI will have 5
employees.
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4-Staff-56
Ref: Exhibit 1/ Business Plan/ pages 4, 34 & 35
Ref: Exhibit 4/ Section 4.4/ page 28

One of Hydro Hawkesbury’s strategic objectives is to “operate effectively with the staff
currently in place.”

Hydro Hawkesbury notes that, since the General Manager will be eligible to retire in 8
years, the utility has started cross training employees and documenting processes in
order to support effective succession planning. The utility’s succession planning
strategy focuses on enhancing knowledge and capabilities of existing staff because
there is a “shortage of proficiently skilled labour. . .” and “. . . finding a candidate with
industry specific competencies in smaller rural LDCs is tough.”

Hydro Hawkesbury also notes that investing in existing employees has advantages over
hiring external skilled labour because the company is familiar with the employee and
their work ethic and the learning curve is reduced because the employee is already
familiar with the company and the sector.

a) Has Hydro Hawkesbury attempted to recruit skilled labour within the past 4
years?

b) If yes, please describe the recruitment process, the number of candidates
considered, and the reasons no candidate was deemed appropriate.

c) If no, please explain why.

d) Please describe Hydro Hawkesbury’s long term hiring strategy.

Response:

a) HHI successfully recruited one billing clerk in the past four years.

b) HHI advertised in the newspaper and also uses a recruiting agency.
Approximately 12 candidates responded. The successful candidate was
selected due to past experience with a gas utility.

c) n/a.

HHI hires on an as-needed basis. As a small, remote utility it is difficult to
attract candidates from larger centres (such as Montreal or Ottawa) with
utility specific experience. HHI will also evaluate an employees skills and
an take advantage of cross training opportunities to develop the required
knowledge in-house wherever possible.
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4-Staff-57

Ref: Exhibit 2/ Section 2.5.2 (DSP)/ pages 9 and 86 of 128

Ref: Exhibit 4/ Section 4.1.1/ page 4

Hydro Hawkesbury notes on p. 9 that its only two internal linemen are set to retire in
2018 and the utility does not plan to replace them, relying on the externally contracted
services for the Operation, Maintenance and capital construction work instead.

a)
b)
c)

d)

f)

g)

h)

Please provide a rationale underlying Hydro Hawkesbury’s decision not to
replace their internal line personnel and instead rely on contracted services.
Please quantify cost savings, if any, assumed by Hydro Hawkesbury with the
work HHI

Please provide the forecasted annual cost of outsourcing the work previously
performed by Hydro Hawkesbury’s linemen.

Please elaborate how the potential risk of potential service delays and significant
increase in one-time costs during the major weather events and other
emergencies will be managed while exclusively relying on the external
contractors.

What is the impact of the planned retirement of the two linemen on Hydro
Hawkesbury’s equipment procurement and inventory management practices?
Will Hydro Hawkesbury continue maintaining its own inventory of equipment, or
will the transition to contracted construction and maintenance services also
involve transferring the inventory management responsibilities to a third party?
Please describe and quantify the anticipated impact on cost and service quality,
as appropriate.

Given Hydro Hawkesbury's recent issues that arose out of reliance on outside
technical expertise, has Hydro Hawkesbury considered the risk of further
reducing its in-house technical expertise in its decision not to replace the retiring
linemen? Please discuss whether and how the utility plans to manage this risk
going forward.

Please provide specific documentation on processes and procedures on how
Hydro Hawkesbury ensures that the services provided by external contractors
are cost-effective, and are improving year over year. Please provide specific
examples.

On p. 86 of Exhibit 2 (section 2.5.2) Hydro Hawkesbury states that it purchased
the pole testing devices jointly with Cooperative Hydro Embrun to manage its
equipment costs. Please elaborate how the testing device will be utilized in post-
retirement period.
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Response:

Please refer to HHI's response to 2-Staff-26 and all its subsections.
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4-Staff-58
Ref: Exhibit 4/ Sections 4.2.1 and 4.2.2

a) For 2015, 2016, and 2017 please provide the quantum of saved wages
associated with the absence of the Assistant Manager.

b) For 2015, 2016, and 2017 please provide the quantum paid to outsourced labour
required as a result of the Assistant Manager’'s absence.

c) Hydro Hawkesbury noted that ERTH provided billing services while a customer
service representative was on leave.

i. Please describe the billing services typically performed by Hydro
Hawkesbury staff.

ii. Please describe the billing services typically performed by ERTH.

iii. Please describe the additional billing services provided by ERTH while the
customer service representative was on leave.

iv.  Please provide the difference between the amount paid to ERTH for billing
services provided while the customer service representative was on leave
and the cost of performing these activities in-house (including salary,
office supplies etc.).

v. Has Hydro Hawkesbury performed a cost-benefit analysis of outsourcing
its billing function? If yes, what was the result?

Response:

a) Please see the response to 4-Staff-54
b) Please see the response to 4-Staff-54
c)

Operational Activities (EBT, MDM/R and Settlement)

e Daily EBT Processing

e Daily MDM/R Sync

e Daily MDM/R Reports / Review / Exception

e Monthly Market Participant Invoice Processing
¢ Monthly Invoice Settlement Journal Processing

Monthly Billing Operations

e Residential / General Service Billing/Sentinels/Unmetered
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Interval Billing

MicroFit Billing

Settlement Processing

Billing Adjustments

Meter Changes (Installs, Removals, etc.)
New Service creation

Final accounts billing and collection.

See below

e Operational Activities (EBT, MDM/R and Settlement)

e Daily EBT Processing

e Daily MDM/R Sync

e Daily MDM/R Reports / Review / Exception

e If an exception would occur, ERTH would advise Hydro
Hawkesbury via email and we would create the service order to
solve the issue on our end.

e Monthly Market Participant Invoice Processing

e Monthly Invoice Settlement Journal Processing

e Monthly Billing Operations

¢ Residential / General Service Billing/Sentinels/Unmetered
(Prepare billing batches & verify/solve exceptions)

e CYCLE 1, 2 & SENTINEL LIGHTS (Route 88)

-Send the export file

-Load reading (always the 1st)

-Import readings with EIS

-Send billing quantity requests

-Import the billing quantity response

-Verify the code 02.... And fixed them

-Transfer readings in billing batch (schedule??) (SSS

and retailer SEPARATELY)

-Fixed the variances with the program in EIS (TOU

billing update)

0 -Send usage to retailers

o -Calculate the batch

O O 0O o0 0o oo

@]

e Interval Billing (Includes streetlights (1)) (Prepare billing
batches, verify/solve exceptions & verify with Utilismart)
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MicroFit Billing (Prepare billing batches, verify/solve exceptions
& verify with Utilismart)

Settlement Processing

Billing Adjustments

Meter Changes (Installs, Removals, etc.)

Please note that Hydro Hawkesbury will provide ERTH with a
template comprising of all the required information.

New Service creation

ERTH act as support if needed only. Typically, they do not
participate in billing activities.

Monthly ERTH costs $4,625 as per the service agreement while the
CSR represents $3,252.HHI notes that billing is done in-house so
there were no difference in office supplies.

The outsourcing was only done temporarily to cover a maternity
leave. HHI has no intentions of permanently outsourcing its billing
function.
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4-Staff-59
Ref: Exhibit 4/ section 4.2.2/ page 12
Ref: Exhibit 1/ section 1.4.1/ page 23

Hydro Hawkesbury’s Billing and Collections costs are projected to increase by $35,000
over 2014 OEB-approved amounts in 2017 and by $50,000 in 2018. On page 12, Hydro
Hawkesbury notes that the increase in Billing and Collections costs is largely due to the
new province-wide moratorium on winter disconnections, as well as an increase in
postage costs.

Staff notes that based on the median family income noted on page 23 of Exhibit 1 a
substantial portion of Hydro Hawkesbury’s customers may be eligible for the Ontario
Electricity Support Program. Staff also notes that, based on the IESO'’s latest report to
the OEB, Hydro Hawkesbury has approximately 300 out of about 4,800 residential
customers enrolled in OESP.

a) Please provide Hydro Hawkesbury’'s bad debt expenses (actuals and forecast)
for each year from 2014-2018.

b) Please provide Hydro Hawkesbury’s collections costs (actuals and forecast) for
each year from 2014-2018.

c) Please describe the methodology used to forecast the increase in collections
costs associated with the moratorium on winter disconnections.

d) Please describe Hydro Hawkesbury’'s approach to mitigating collections costs
and bad debt.

e) Has Hydro Hawkesbury considered referring customers to OESP as a means of
offsetting increased collections costs?

f) Does Hydro Hawkesbury refer customers to OESP and promote awareness of
OESP in the community?

g) Has Hydro Hawkesbury identified any barriers to OESP enrollment in its service
area?

h) Have OESP, LEAP, and CDM programs targeted at low-income customers
impacted Hydro Hawkesbury’s approach to credit and collections activities? If
yes, how? If no, why not?

i) Please provide the percentage of Hydro Hawkesbury customers on E-Billing.

]) Please describe whether and how Hydro Hawkesbury promotes E-Billing to its
customers.

Response:
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b) See yearly costs below

Response to Interrogatories
November 13, 2017

2017
ACTUALS AS
2014 2014 2015 2015 2016 2016 2017 | ST a1g
FORECAST | ACTUALS | FORECAST | ACTUALS | FORECAST | ACTUALS | FORECAST | ‘iocc,cr | FORECAST
TILL YEAR
END
5320 | $106,139 | $103,101 | $109,323 | $106,676 | $113149 | $105460 | $109,739 $105,938 $113,014
5335 | $14,152 | $15046 | $14576 | $34339 | $15087 | $24973 | $56,098 $68,489 $57,225
c) HHI has prepared its forecast based on its actual collection costs.

d)

f)
g)
h)

)
)

Our CSR communicate and offer payment arrangements with all customers in
accordance with the existing OEB rules. In HHI's experience, past due accounts
(under payment arrangements) are unlikely to be paid since current accounts
remain unpaid.
HHI's CSR habitually directs customers to OESP or other programs available.
Please see the response to e), above.

HHI has not identified any barriers.

Yes. Hydro Hawkesbury follow the OEB’s rules. The OESP credit applied on the
customer account lowers the invoice amount (collection)however waiving the

deposit does increase HHI exposure to bad debts. HHI also offers a budget plan
and payment arrangements.

14.3%.

Bill inserts and Mail chimp.
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Response to Interrogatories
November 13, 2017

Ref: Exhibit 4/ section 4.6.1/ page 35-43/ Table 19 — Supplier List

In 2014, $141,553 was paid to “Occasional Labour.” In 2015, $27,341 was paid to
“Occasional.” In 2016, $1,153,925 was paid to “Occasional.”

a) Please explain what service is provided by “Occasional Labour”/” Occasional”
b) Please explain the magnitude of the 2016 expenditure.

Response

a) The “occasional” vendor is used for vendors that usually do not have a profile

created in HHI's accounting software.

b) The large increase in 2016 is largely due to Eptcon Ltd costs related to the
substation. Other explanations for the variance are provided below (colour-

coded)
VVendor Name Service Amount — Tax In
Fondation Valoris CDM 2,278.08
Banque Cibc CDM 1,366.01
Tec Trade Ex Canada Inc CDM 569.52
Ami De La Santé CDM 2,486.00
Centre De Services A L'emploi De Prescott-Russell Recruiting services 1,682.93
Ameublement Lucien Malaket CDM 5,121.16
Iko Industries Ltd CDM 48,680.29
Les Entreprises M.L. Seguin CDM 291.54
Lysanne St-Pierre Cleaning — Juillet 276.80
Lysanne St-Pierre Cleaning — Aout 198.40
Gestion Deloitte S.E.C. Accounting 3,385.48
Lysanne St-Pierre Cleaning — Septembre 272.05
Coatall Inc. Restoration Metal Roof 59,325.00
Eptcon Ltd i‘b 110kv Progress Draw | 41 514 67
Lysanne St-Pierre Cleaning - October 272.05
. . Vertical Break Switch for
Mindcore Technologies Sub 110kv 78,508.47
Eptcon Ltd Eé‘b 110kv Progress Draw | 515 494 14
Charities Registry Association Communautaire Cdm 881.40
Regular Occasional | 34,021.27
Total 1,153,925.26

e CDM (incentives given to customers from actual framework)

¢ Regular occasional
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¢ Should not have appeared in occasional because they already have a profile
vendor.

e Since November 2016 this vendor has a vendor profile.

e Large invoices that occurred a few times and were marked as occasional
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4-Staff-61
Ref: Exhibit 4/ Section 4.6.1/ page 35-43/ Table 19 — Supplier List

In 2014, Hydro Hawkesbury paid $203,285 to Sproule Powerline; whereas in 2015
$70,047 was paid, and in 2016 $123,989.

a) Please explain the fluctuation in costs incurred through outsourcing work to
Sproule.
Responses:

a) Costs paid to Sproule Power line in 2014 were related to work on the substation.
HHI notes that the amounts listed on the supplier list includes material. In this
case, HHI 157K was capitalized.

In 2016 (compared to 2015), Sproule performed additional capital work such as;

e Replace 3/0 primary for 336 mcm $ 35K
e |Issues related to Tree Trimming $ 28K
e New pole for capital project $ 17K
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4-Staff-62

Ref: Exhibit 4/ section 4.9.1/ page 62

Response to Interrogatories

Hydro Hawkesbury indicated that there are no other taxes other than PILS and there

has been no property taxes included in the RRWF. Please confirm that Hydro

Hawkesbury does not incur property taxes and has not included any recovery for
property taxes in the application. If there is a recovery of property taxes, please quantify
the amount, explain how the amount is derived and where it has been

included in the application.

Response:

November 13, 2017

HHI confirms that it does incur property taxes and that they were inadvertently omitted

from the RRWF. For 2014, 2015 and 2016, the property taxes were $15,264, $15,126

and $14,843 respectively. 2017 actuals are $17,420 (2,577 higher). HHI has projected

2018 to be $17,768.

TAX, WATER, SEWER AND GARBAGE

2016 2017

DESCRIPTION VALUE |TAXRATE % | AMOUNT $ |DESCRIPTION VALUE |TAXRATE % | AMOUNT $
Tax interim 2016 - sub 44kv 2,351 05] $1,175.58|Tax interim 2017 - sub 44kv 2420 05| $1,209.82
Taxinterim 2016 - sub 115kv 825 05 $412.42| Taxinterim 2017 - sub 115kv 813 0.5 $406.26)
Tax interim 2016 - 850 tupper st 10,691 (5] $534567|Taxinterim 2017 - 850 tupper st 10,424 05 $5212.03
- interim payment - sub 44kv -$1,175.58]- interim payment - sub 44kv -$1,200.82
- interim payment - sub 115k -$412 42|- interim payment - sub 115kv -$406.26)
- interim payment - 850 tupper st -$5,345 61|- interim payment - 850 tupper st -$5,212.03
Tax final 2016 - sub 44kv - municipal 40500 | 003246795 $1,314.95|Taxfinal 2017 - sub 44kv - municipal 35,000 | 003218271 $1,126.39
Taxfinal 2016 - sub 44kv - county 40,500 | 001227595 $497 18| Tax final 2017 - sub 44kv - county 35,000 | 0.01194483 $418.07]
Taxfinal 2016 - sub 44ky - scolaire 40,500 0.015 $607.50| Tax final 2017 - sub 44kv - scolaire 35,000 0.0139 $486.50)
Taxfinal 2016 - sub 115kv - municipal 13,600 | 003246795 $441.56| Tax final 2017 - sub 115kv - municipal 18,575 | 003218271 $597.79
Taxfinal 2016 - sub 115kv - county 13600 | 001227595 $166.95| Tax final 2017 - sub 115kv - county 18,575 | 0.01194483 $221.88
Taxfinal 2016 - sub 115kv - scolaire 13,600 0.015 $204.00| Tax final 2017 - sub 115k - scolaire 18,575 0.0139 $258.19
Tax final 20116 - 850 tupper st - municipal 317,000 | 001531576 $4,855.10| Tax final 2017 - 850 tupper st- municipal 408,750 | 0.01550659| $6,338.32
Taxfinal 2016 - 850 tupper st - county 317,000 | 000576768 $1,828.35|Taxfinal 2017 - 850 tupper st - county 408750 | 0.00581241| 5237582
Tax final 20116 - 850 tupper st - scolaire 317,000 0.0118| $3,740.60| Taxfinal 2017 - 850 tupper st - scolaire 408,750 0.0114|  $4,659.75)
Water/sewer/garbage 2016-01-01 to 2016-03-31 $277 75| Water/sewerigarbage 2017-01-01 to 2017-03-31 $202.77]
Water/sewerigarbage 2016-04-01 to 2016-06-30 $267 95| Water/sewerigarbage 2017-04-01 to 2017-06-30 $205.84
Water/sewerigarbage 2016-07-01 to 2016-09-30 $354 00| Water/sewerigarbage 2017-07-01 to 2017-09-30 $22158
Water/sewetigarbage 2016-10-01 to 2016-12-31 $282 75| Waterlsewerigarbage 2017-10-01 to 2017-12-31 ESTIMATE $282.75)
Work performed for munical drain $24 41

CANPAR - DELVERY $442
Total for 2016 $14.84306 Total for 2017 (with the estimate of waterisewer/garbage 2017-10-01 to $17.42005

2017-12-31)
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4.0-VECC-24

Reference: Section 4.2.1, page 8

a) Please provide the actual bad debt expense for 2017 to date.
b) Please explain how the estimate of bad debt expense for 2018 was
calculated.

Response

a) With new legislation restricting the ability of utilities to disconnect residential
customers that are delinquent in their payments for electricity, HHI has forecast
an increase in the number of customers who will be sent to the Collection agency
due to customers not paying their bills during the winter months. To date, the
utility’s bad debt is in the amount o $68,489.

2017

BAMKRUPTCIES & DEATH & 50,375.13
Bad Debts 5 29,703.16

WRITE-OFFS % 80,078.29

%(10,234.01)
Recovery of the HST on bad debts

Recovery of bad debt
. ) 5 (1,355.13)
claims during the year - WRITE-INS

BAD DEBTS - TOTAL S 68,489.15

b) The estimate for the bad debt was based on a hybrid of an analysis of historical
trend and a forecast based on knowledge and understanding of its customer’s
approach towards their unpaid bills.
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4.0-VECC-25

Reference Exhibit 4, Section 4.6.3, Appendix 2-JC & Appendix 2-M, pages 44-

a) Please explain the increase in regulatory expenses in 2017 and 2018
($159.6k and $162.5k respectively)
b) Please reconcile the total amounts shown for regulatory costs in Table 21

(Appendix 2-M) with those shown in Appendix 2-JC

Response

a) HHI is unable to find Board Staff's reference to regulatory expenses in 2017 and

2018 of $159.6k and $162.5k respectively. The difference of $36,700 between
2017 and 2018 is attributable to costs related to the application. Costs are

detailed at Table 20 of Exhibit 4.

Last
. Rebasin Most
Ongoing 2017 | Annual | 2018 | Annual
Regulatory Cost USoA USoA or One- g Year Current : nnual nnual
Cateqor Accou | Account time (2014 Actuals Bridge % Test %
gory nt Balance C 5 Board Year Year Change Year Change
ost?
Approve 2016
d)
() = ) = [0)-
(A) (B © (D) B (F) G) [(G)- 0) G)]/(G)
(B)V(F)
OEB Annual See line : o 0
1 Assessment 5655 30 On-Going $8,900 $21,958 $23,056 5.00% $24,209 5.00%
OEB Section 30 Costs See line .
2 (Applicant-originated) 5655 30 On-Going
OEB Section 30 Costs See line A o 0
3 (OEB-initiated) 5655 30 On-Going $1,500 $1,468 $1,541 5.00% $1,618 5.00%
4 Expert Witness costs 5655 See line On-Going
for regulatory matters 30
Legal costs for See line .
° regulatory matters 5655 30 On-Going
Consultants' costs for See line . $ 0 0
6 regulatory matters 5655 30 On-Going | $45,000 $30,000 33.000 10.00% $33,000 0.00%
Operating expenses
7 associated with staff 5655 See line
resources allocated to 30
regulatory matters
Operating expenses
8 associated with other 5655 See line
resources allocated to 30
regulatory matters !
Other regulatory .
9 | agency fees or 5655 Seg(l)lne
assessments
1 Any other costs for See line
0 regulatory matters 5655 30 On-Going $500 -100.00%
(please define)
1 See line
1 Intervenor costs 5655 30
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i Amortized over 5 5655 Seg(l)lne One-Time $36,700
years
1 | 2ubtoral - Ongoing $55,400 | $53,426 | $58,007 | 8.74% | $58,827 | 1.26%
1 | Sub-total - One-time
3 | Costs 4 $ 36,700
411 Total $55,400 $53,426 $58,097 8.74% $95,527 64.43%

b) Please HHI's response to 4-SEC-22 for detalils.
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4.0-VECC-26

Reference: Exhibit 4, Section Table 14

a) Please revise Table 14 to show OM&A program spending by USo0A
accounts.

Response

a) The table is presented at the next page.
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OM&A Detailed Variance Analysis

(excluding Depreciation and Amortization)

Reporting Basis Board Appr. CGAAP CGAAP CGAAP NEWGAAP NEWGAAP
Test Year Versus Last Test Year Versus Most
2014 2014 2015 2016 2017 2018 Rebasing Current Actuals
Variance (3) Percentage Variance (3) Percentage
Account Description Change (%) Change (%)
Operations
5005-Operation Supervision and Engineering $ - |8 - $ - |8 - $ - |8 - $ - $ -
5010-Load Dispatching $ - $ - $ - $ - $ - $ - $ - $ -
5012-Station Buildings and Fixtures Expense $ - |8 - $ - 8 - $ - |8 - $ - $ -
5014-Transformer Station Equipment - Operation Labour $ 10,000 | § 6,522 | § 2,435 | $ 14,449 | $ 50,580 | $ 30,044 [ $ 23,522 360.63%|-$ 20,536 -40.60%
5015-Transformer Station Equipment - Operation Supplies and Expenses $ 9,000 | $ 8,426 | $ 17916 [ $ 7,567 | $ 7,719 | $ 8,105 |-$ 321 -3.81%| $ 386 5.00%|
5016-Distribution Station Equipment - Operation Labour $ 12,000 | $ 260 [ $ 2,136 | $ 5,536 [ $ 12,647 [ $ 12,900 | $ 12,640 4862.30%| $ 253 2.00%
5017-Distribution Station Equipment - Operation Supplies and Expenses $ 6,500 | $ 3,069 [ $ 2,554 | § 1,270 | $ 1,29 | $ 1,322 |-$ 1,747 -56.92%| $ 26 2.01%
5020-Overhead Distribution Lines and Feeders - Operation Labour $ 13,500 | $ 10,897 | $ 14,779 [ $ 16,979 | $ 17,319 [ $ 18,185 | $ 7,288 66.88%| $ 866 5.00%)|
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses| $ 1,600 | § 311]$ 724 [ $ 970 | $ 989 | § 1,038 [ § 727 233.76%| $ 49 4.95%
5030-Overhead Subtransmission Feeders - Operation $ - $ - $ - $ - $ - $ - $ - $ -
5035-Overhead Distribution Transformers- Operation $ 10,000 [ $ 6,773 | $ 2,116 | $ 6,999 | $§ 7,139 | $ 7,496 | $ 723 10.67%]| $ 357 5.00%|
5040-Underground Distribution Lines and Feeders - Operation Labour $ 2,500 | $ 1,652 | § 2,848 | $ 2,761 | $ 2,816 | $ 2,957 | $ 1,305 78.97%| $ 141 5.01%)|
5045-Underground Distribution Lines and Feeders - Operation Supplies and Expend $ 50 [ $ - $ - 8 - $ - 8 - $ - $ -
5050-Underground Subtransmission Feeders - Operation $ - $ - $ - $ - $ - $ - $ - $ -
5055-Underground Distribution Transformers - Operation $ 3,500 | $ 2,105 | $ 2,120 | $ 1,080 | $§ 1,823 | $ 1,914 |-$ 191 -9.07%| $ 91 4.99%
5060-Street Lighting and Signal System Expense $ - $ - $ - $ - $ - $ - $ - $ -
5065-Meter Expense $ 26,300 | $ 10,397 | § 7,476 | $ 9,408 | $ 9,59 | $ 10,076 |-$ 321 -3.09%| $ 480 5.00%
5070-Customer Premises - Operation Labour $ - $ - $ - $ - $ - $ - $ - $ -
5075-Customer Premises - Materials and Expenses $ - $ - $ - $ - $ - $ - $ - $ -
5085-Miscellaneous Distribution Expense $ - $ - $ - $ - $ - $ - $ - $ -
5090-Underground Distribution Lines and Feeders - Rental Paid $ - $ - $ - $ - $ - $ - $ - $ -
5095-Overhead Distribution Lines and Feeders - Rental Paid 1,600 [ $ 887 887 | $ 1,453 1482 [ $ 1,556 669 75.44%! 74 4.99%
5096-Other Rent - $ - B $ N Z $ z Z Z
Total - Operations 96,550 | $ 51,300 55,990 | $ 68,472 113,406 | § 95,593 44,293 86.34%|- 17,813 -15.71%
Account Description
Maintenance
5105-Maintenance Supervision and Engineering $ 1,100 [ $ 6,035 | $ 6,560 | $ 6,684 | § 6,818 | $ 6,954 | § 919 15.23%]| $ 136 1.99%
5110-Maintenance of Buildings and Fixtures - Distribution Stations $ - $ - $ - $ - $ - $ - $ - $ -
5112-Maintenance of Transformer Station Equipment $ - $ - $ - $ - $ - $ - $ - $ -
5114-Maintenance of Distribution Station Equipment $ - $ - $ - $ - $ - $ - $ - $ -
5120-Maintenance of Poles, Towers and Fixtures $ 11,000 | § 7,527 [ $ 8,772 | $ 14,590 | § 14,882 | § 15,626 | § 8,099 107.61%]| $ 744 5.00%!
5125-Maintenance of Overhead Conductors and Devices $ 35,000 | $ 25,533 | $ 36,494 | § 44312 $ 45198 | $ 47,458 | $ 21,925 85.87%| $ 2,260 5.00%|
5130-Maintenance of Overhead Services $ 50,000 | $ 54612 $ 53,204 | $ 35276 | $ 47,528 | § 49,904 |-$ 4,708 -8.62%| $ 2,376 5.00%
5135-Overhead Distribution Lines and Feeders - Right of Way $ 70,000 | $ 60,314 | $ 56,039 | $§ 50,484 | $ 60,583 | $§ 63,612 | $ 3,298 5.47%| $ 3,029 5.00%
5145-Maintenance of Underground Conduit $ 1,500 | $ 387 % 343 | § 130 | § 374 $ 393§ 6 1.42%| $ 19 5.08%!
5150-Maintenance of Underground Conductors and Devices $ 10,300 [ $ 6,868 | $ 2,699 | § 6,695 | $ 8,240 | $ 8,652 | $ 1,784 25.97%| $ 412 5.00%|
5155-Maintenance of Underground Services $ 9,900 | $ 8,270 | $ 7,065 | $ 6,408 | $ 7,451 | $ 7,824 |-$ 446 -5.39%| $ 373 5.01%)|
5160-Maintenance of Line Transformers $ 15,000 [ $ 7119 $ 8,772 | $ 2,552 | $ 2,603 | $ 2,733 |-$ 4,386 -61.61%]| $ 130 4.99%
5165-Maintenance of Street Lighting and Signal Systems $ - $ - $ - $ - $ - $ - $ - $ -
5170-Sentinel Lights - Labour $ - 8 - $ - 8 - $ - |8 - $ - $ -
5172-Sentinel Lights - Materials and Expenses $ N - $ N - $ N - $ - $ -
5175-Maintenance of Meters $ 1,900 | § 4,889 | $ - $ 1,268 | $ 1,293 | § 1,358 [-$ 3,531 -72.23%| $ 65 5.03%
5178-Customer Installations Expenses- Leased Property $ - $ - $ - $ - $ - $ - $ - $ -
5185-Water Heater Rentals - Labour $ - 8 - $ - |8 - $ - |8 - $ - $ -
5186-Water Heater Rentals - Materials and Expenses $ - $ - $ - $ - $ - $ - $ - $ -
5190-Water Heater Controls - Labour $ - 8 - $ - |8 - $ - |8 - $ - $ -
5192-Water Heater Controls - Materials and Expenses - $ - - $ - - $ - - -
5195-Maintenance of Other Installations on Customer Premises - $ - - $ - - $ - - -
Total - Maintenance 205,700 [ $ 181,555 179,949 | § 168,399 194,970 [ § 204,514 22,959 12.65% 9,544 4.90%
Account Description
Billing and Collecting
5305-Supervision $ - $ - $ - $ - $ - $ - $ - $ -
$ 34,424 | $ 34,817 | § 30,817 | $ 31,433 | § 33,005 [-$ 1,419 -4.12%| $ 1,572 5.00%
$ 243057 [$ 233514 [$ 257683 |$ 265414 |$ 273376 | $ 30,320 12.47%| $ 7,962 3.00%!




$ 103,101 | § 106,676 | $ 105,460 | $ 109,739 | § 113,014 | $ 9,913 9.61%]| $ 3,275 2.98%
$ 9% 8 |-$ 69| % 12[$ 12[$ 3 38.73%| $ - 0.00%
5330-Collection Charges $ - $ - $ - $ - $ - $ - $ -
$ 15,046 | $ 34,339 [ $ 24,973 | $ 56,098 | $ 57,225 | $ 42,179 280.34%| $ 1,127 2.01%
5340-Miscellaneous Customer Accounts Expenses $ - $ - [$ - $ - [$ - $ - $ -
Total - Billing and Collecting | $ 426,315 | $ 395,636 [ $ 409,354 [ $ 418,864 [ $ 462,696 | $ 476,632 $ 80,996 20.47%]| $ 13,936 3.01%)
Account Description
Community Relations
5405-Supervision $ - [$ - $ - |8 - $ - |8 - $ - $ -
$ - |3 - 18 - |3 - 18 - |3 - $ -
5415-Energy Conservation $ - 8 - $ - 8 - $ - |8 - $ - $ -
5420-Community Safety Program $ - $ - $ - $ - $ - $ - $ - $ -
5425-Miscellaneous Customer Service and Informational Expenses $ - [§ - $ - 8 - $ - 8 - $ - $ -
5505-Supervision $ - [§ - $ - [§ - $ N - $ - $ -
5510-Demonstrating and Selling Expense $ - 8 - $ - |8 - $ - |8 - $ - $ -
5515-Advertising Expense - . - . - - - -
5520-Miscellaneous Sales Expense - - - - - - - -
Total - Community Relations 200 - - - - - - -
Account Description
Administrative and General Exp
$ 107,369 | $ 101,804 | $ 107,567 | § 110,794 | § 114,119 ] § 6,750 6.29%| $ 3,325 3.00%
$ 76,479 | $ 39,465 | $ 23,783 | $ 57,620 | $ 59,349 |-$ 17,130 -22.40%| $ 1,729 3.00%!
$ - |3 - 18 - |3 - 18 - |8 - $ -
$ 17,385 | § 22,543 | $ 21,907 | $ 22,345 $ 22,792 | $ 5,407 31.10%| $ 447 2.00%
5625-Administrative Expense Transferred/Credit - $ - $ - $ - $ - $ - $ - $ -
5630-Outside Services Employed 20,600 | $ 15,315 | § 32,579 | $ 65,549 | § 65,549 | $ 67,011 ] $ 51,696 337.55%| $ 1,462 2.23%
$ 4,079 ] % 4194 | § 4,200 | § 4,284 | $ 4,370 | $ 291 7.14%| $ 86 2.01%
$ 7,867 | $ 3,518 | $ 8,523 | $ 10,194 | § 10,398 | $ 2,531 32.18%| $ 204 2.00%
$ 6,423 | $ 10,055 | § 9,883 ] % 10,080 | § 10,282 | § 3,859 60.09%| $ 202 2.00%
5646 Employee Pensions and OPEB $ - 8 - $ - 8 - $ - |8 - $ - $ -
5647 Employee Sick Leave $ - $ - $ - $ - $ - $ - $ - $ -
5650-Franchise Requirements $ - |8 - $ - 8 - $ - |8 - $ - $ -
5655-Regulatory Expenses $ 65,400 | $ 57,230 | § 40,927 | $ 53,426 | $ 94,067 | $ 95,527 | § 38,297 66.92%| $ 1,460 1.55%
5660-General Advertising Expenses $ - |8 - $ - 8 - $ - |8 - $ - $ -
$ 15,999 | § 17,503 | § 16,700 | § 17,034 | § 17,886 | § 1,887 11.79%]| $ 852 5.00%
5670-Rent $ - [$ B - [ - |8 - |8 - |8 - $ -
5672 Lease Payment Expense $ - $ - $ - $ - $ - $ - $ - $ -
5675-Maintenance of General Plant $ 45,000 | $ 25,621 | $ 19,348 | § 22,432 | $ 22,881 [ $ 24,025 |-$ 1,596 -6.23%| $ 1,144 5.00%!|
5680-Electrical Safety Authority Fees $ 5,300 | $ 6,410 | § 5,109 | $ 5112 ] $ 5,506 | $ 5,616 |-$ 794 -12.39%| $ 110 2.00%
5681-Special Purpose Charge Expense $ - 8 - $ - 8 - $ - |8 - $ - $ -
5685-Independent Market Operator Fees and Penalties $ - [§ - $ N - $ - 18 - $ - $ -
5695-OM&A Contra $ - 8 - $ - |8 - $ - |8 - $ - $ -
6205-Donations $ - $ - $ - $ - $ - $ - $ - $ -
6205-Sub-account LEAP Funding 2,076 | $ 2,000 | $ 2,000 | $ 2,000 | $ 2,000 | $ 2,000 | $ - 0.00%]| $ - 0.00%
6210-Life Insurance N - $ - 18 - $ - 18 - $ - $ -
6215-Penalties - 8 - $ - |8 - $ - |8 - $ - $ -
6225-Other Deductions $ N - $ - 18 - $ - 18 - $ - $ -
6305-Extraordinary Income $ - 8 - $ - 8 - $ - |8 - $ - $ -
6310-Extraordinary Deductions $ - $ - $ - $ - $ - $ - $ - $ -
6315-Income Taxes: Extraordinary ltem $ - 8 - $ - 8 - $ - |8 - $ - $ -
6405-Discontinued Operations - Income/ Gains $ - $ - $ - $ - $ - $ - $ - $ -
6410-Discontinued Operations - Deductions/ Losses $ - 8 - $ - 8 - $ - |8 - $ - $ -
6415-Income Taxes, Discontinued Operations $ - $ - $ - $ - $ - $ - $ - $ -
Total - Administrative and General Expenses $ 397,976 [ § 342177 [ $ 299,046 [ $ 341,082 [ $ 422,354 | $ 433375 $ 91,198 26.65%| $ 11,021 2.61%
Total OM&A $ 1,126,741 $ 970,668 $ 944340 § 996,817 $ 1,193,426 $ 1,210,114 ] $ 239,446 24.67%| $ 16,689 1.40%
Adjustments for non-recoverable items
$ - $ -
$ - $ -
$ - $ -
$ - $ -
$ - $ -
Total Recoverable OM&A $ 1,126,741 $ 970,668 | $ 944340 [ $ 996,817 [ $ 1,193,426 [ $ 1,210,114 | § 239,446 24.67%| $ 16,689 1.40%
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Hydro Hawkesbury Inc.

4.0-VECC-27

Reference: Exhibit 4

Response to Interrogatories
November 13, 2017

a) Please provide the annual cost of HHI's vegetation management programs
for the 2013 through 2018 period.

Response:

VEGETATION [ (a1 cosT
2013 $ 51,133.60
2014 $ 60,313.51
2015 $ 56,039.18
2016 $ 50,484.49
2017 $ 62,100.00
2018 $ 63,615.00

$ 343,685.78
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4.0-VECC-28

Reference: Exhibit 4, Section 4.6.1

a) Pease provide the annual fees paid by HHI to the EDA for the period 2012-

2017.
Response:
1006522017 1 19,097.00
100652-2016 1 18,871.00
DUES 2015 - INV 100652 1 18.,645.00
DUES 2014 / INV 100652 1 18.080.00
DUES 2013 / INV 396 1 17.289.00
DUES 2012/ LDC-12-032 1 16.498.00
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4.0-VECC-29

Reference: Exhibit 4, Section 4.1.1, page 4

a) HHI states that it expects its two linemen to retire in 2008 and to be replaced
by contractors (Sproule Inc.). What is the estimated cost of the replacement
contracting?

b) Is the amount estimated for replacement contracting significantly more of
less than the current full loaded costs of the two employees?

Please see the response to 2-Staff-26 .
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4.0 -VECC -30

Reference: Exhibit 4, Appendix A

a) Please provide a copy of the IESO’s Report regarding HHI's Verified 2011-
2014 savings (in Excel format). Please also provide any reports from the
IESO regarding the persistence of these savings through to 2015.

b) The 2015 CDM report is not on the Board’s web site. Please provide a copy
in Excel format.

Response

a) The 2011-2014 Verified Results has been filed along with these responses.
b) The 2015 Approved CDM plan has been filed along with these responses.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4.0 -VECC -31

Reference: Exhibit 4, LRAMVA Work Form, LRAMVA Summary and CDM
Allocation Tabs

a) With respect to the CDM Allocation Tab (Cell C28), please explain the basis
for the 480,217 kWh in forecast Residential CDM savings used in the model.

b) With respect to the CDM Allocation Tab, please explain why the forecast
savings were entered as negative values (Cells C29 to 132) as this results in
the LRAMVA Summary Tab adding the forecast revenues from CDM
savings as opposed to subtracting them. Please correct as necessary.

Response

a) This issue was corrected when HHI populated the new LRAMVA model which
is filed along with these responses.
b) Please see the response to a).

188



Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4.0 -VECC-32

Reference: Exhibit 4, LRAMVA Work Form, 2011-14 LRAM
Exhibit 4, Appendix A

a) With respect to Residential savings from 2013 CDM programs, please
review and confirm the Home Assistance Program savings of 18,172 kWh
used.

Response

a) This issue was corrected when HHI populated the new LRAMVA model which
is filed along with these responses.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4-SEC-17

[Ex.4, p.26] Please provide a copy of the current collective agreement between the
Applicant and the union.

Response

The current collective agreement is presented at the next page
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COLLECTIVE AGREEMENT

between

HAWKESBURY HYDRO INC.
(herein called “The Employer”)

and

CANADIAN UNION OF PUBLIC EMPLOYEES

Loca 1026
(herein called "The Union")

Duration: May 1, 2013 — April 30, 2018

Canadian Union of Public Employees » Syndicat canadien de fa fonction publique
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Article 1 — Recognition

1.01

1.02

1.03

1. 04

Article 2

Hawkesbury Hydro Inc. hereby recogni zes the Canadi an

Union of Public Enployees as the sole collective
bargai ning agent for all enployees of the Enployer save
and except foreman and office supervisor, persons above
the rank of foreman and office supervisor, and persons
regularly enployed for not nore than twenty-four (24)
hours per week, and students enpl oyed during school break

As a condition of enploynent, enployees who are presently
menbers of the Union shall remain nenbers, and enpl oyees
hired subsequent to the signing of this agreenment shal
becone and remain nenbers of the Union followng thirty
(30) days of enpl oynent.

Al present and future enployees of the Enpl oyer shall,
as a condition of enploynent, sign an authorization card
for deduction of union dues within thirty (30) days of
enpl oynment. The Enpl oyer agrees to deduct regul ar
nont hl y nenbershi p dues from each enployee and remt sane
each nonth to an appropriate union official designated by
t he Uni on.

In consideration of this deduction and forwardi ng service
provi ded by the Enployer, the Union agrees to i ndemify
and save the Enpl oyer harml ess agai nst any clai mor
l[iability arising out of or resulting fromthe collection
and forwardi ng of these dues.

- Managenent's Rights

2.01

The Uni on acknow edges that except as specifically
restricted by the termof this agreenent or by governnment
statute, the Enpl oyer has the exclusive right to nanage
its’ business and direct the working force, make, anend
and enforce such rules and regul ations as shall fromtine
to tinme be required. D scipline and di scharge of regular
enpl oyees will, in all cases, be for just cause and
subject to the grievance\arbitrati on procedure.



Article 3 — Discrimnation

The Enpl oyer and the Union agree that there will be no
discrimnation, interference, restriction or coercion exercised or
practised by any of its’ representatives because of an enpl oyee’s
menber shi p or non-nenbership in the Union.

The Enpl oyer and the Union agree to pronote awareness of the

provi sions of the Ontario Human Ri ghts Code. The parties agree
that in accordance with the Ontario Human Ri ghts Code neither party
wi Il discrimnate against an enpl oyee or subject an enpl oyee to

har assnent because of race, ancestry, place of origin, citizenshinp,
creed, sex, sexual orientation, age, record of offence, narital
status or handi cap.

Article 4 — Enpl oyer Service Credit

4.01 Enpl oyer service credit is defined as the | ength of
service in the bargaining unit fromthe date of hiring of
probati onary and\or regul ar enpl oyees. Enpl oyer service
credit will be applied on a bargai ning unit w de basis.

4.02 An enmployee shall only lose his service credit and his
nane W ll be renoved fromthe Enployer if he/she:

(i) termnates voluntarily;
(ii) is discharged and not reinstated,
(ii1) retires or reaches age 65;

(iv) is laid off for a period exceeding twelve (12)
cal endar nont hs;

(v) fails to report for work after a layoff wthin five
(5) working days of recall, notice of which has been
mailed by registered mail to the last address the
enpl oyee has reported to the Enployer;

(vi) is absent from work for three (3) working days or
nore w thout perm ssion unless the enpl oyee provides
Managenent w th docunented evidence of sickness or
ot her unavoi dabl e reasons for not reporting to work;

(vi) after twenty-four (24) nonths absence is permanently
di sabl ed and/or unable to do any avail abl e work.



4. 03 Enpl oyees in the bargaining unit with the |owest service
credit shall be laid off first provided that enployees
with higher service credit are capable of performng the
requi red work. Recall w Il be on the reverse order of
| ayof f.

4. 04 The Enpl oyer agrees to furnish the Union with a list of
enpl oyees on January 1% of each year showing their
rel ative service credit.

Article 5 - Enpl oyee Categories

5.01 Tenporary
Tenporary enpl oyees are persons hired for periods of not
| onger than seventeen (17) weeks duration in positions
which are not likely to becone part of the Enployer's
conti nui ng organi zati on. Tenporary enployees shall be
paid at the start rate for Cerk as in Schedule "A".
They shall not accunulate Enployer service credit.
Tenporary enployees may be hired to relieve enpl oyees on
pregnancy |eave for periods up to six nonths. Unl ess
specifically noted otherw se, "enpl oyees™ in this
agreenent shall nean probationary and regul ar enpl oyees.

5.02 Probati onary
Probationary enployees are persons hired on trial to
determne their suitability for continuing enploynment in
regular positions. An enployee shall be considered
probationary for a nine cal endar nonth period. At the
end of his probationary period, his date of hiring wll
be established as nine (9) calendar nonths prior to the
date he attains nine calendar nonths' service. A
probationary enployee wll be entitled to all the
benefits of this agreement with the exception of the
grievance\arbitration procedure wth respect to
di schar ge.

5. 03 Regul ar
Regul ar enpl oyees are persons who have satisfactorily
served a probationary period.

Article 6 — Strikes/Lockouts

During the termof this agreenent, the Enployer agrees not to
| ock out its’ enployees, and the union agrees that no cessation or
sl owmdown of production will occur.



Article 7 - Grievance and Arbitration Procedure

7.01

7.02

7.

03

Gievance Definition

For the purposes of this Agreenent, a dispute, claimor
conpl ai nt which involves the interpretation or
application of this Agreenent shall be considered a fit
matter for grievance and shall be dealt with pronptly and
as specified bel ow

Gi evance Procedure

Time limts set out for the processing of grievances
shall be rigidly adhered to, except in the case of nutual
agreenent to alter the tinme limts.

Step 1

(a) An enployee believing he has a grievance shall,
within five (5) working days of the alleged grievous
occurrence present said grievance in witing to his
i mmedi at e supervi sor.

(b) Wthin five (5) working days of receipt of the
grievance the supervisor wll discuss the matter
with the aggrieved enployee who nmay be acconpani ed
by his steward. A disposition will be given by the
supervisor in witing within five (5) working days
of such di scussion.

Step 2

If the grievor is not satisfied with the reply at Step 1,
he may, within five (5) working days of the reply at Step
1, submt the grievance to the Manager or his designated
representative who shall, within five (5) working days of
the receipt of the grievance at this step, convene a
neeting of the Joint Gievance Committee conprised of the
manager or his delegate and a duly-forned wunion
comm tt ee. The Manager shall give his disposition in
witing within five (5) wrking days of the Joint
Gi evance neeti ng.

A union or nanagenent grievance or (grievance concerning
di scharge may be brought directly to Step 2. It is
expressly understood that this clause may not be used to
institute a conplaint or grievance directly affecting an
enpl oyee which such enployee could hinself institute.
Such grievance shall commence at Step 1.



7.04

7.05

7.06

7.07

7.08

7.09

Arbitration Procedure

Failing settlenent at Step 2, the aggrieved party shall
within five (5) working days of the receipt of the
di sposition at Step 2, notify the other party in witing
of its'" intention to submt the grievance to arbitration

The decision of the arbitrator shall be final and binding
and enforceable on all parties, but in no event shall the
arbitrator have the power to change this agreenment or to
alter, nodify or anend any of its provision or to provide
a decision which is inconsistent with any term or
provision of this agreenent. However, the arbitrator
shall have the power to dispose of any discharge or a
di scipline grievance by any arrangenent which in his
opi ni on he deens just and equitabl e.

Should the parties disagree as to the neaning of the
deci sion, either party may apply to the arbitrator to
clarify his decision, which he shall do within thirty
(30) days.

Each party shall pay one-half of the arbitrator's fees
and expenses.

For purposes of dealing with grievances and subsequent
negotiations, the Enployer wll recognize a union
commttee of two enployees who may have assistance from
the Union National representative for grievance and
arbitration proceedings and in negotiations.

Di scharge, Suspension and Di scipline

Vr ni ngs:

Whenever the Enployer deens it necessary to censure an
enpl oyee in a manner indicating that dism ssal may follow
any repetition of the act conplained of or om ssion
referred to, or may follow if such enployee fails to
bring his work up to a required standard by a given date,
t he Enpl oyer shall give witten particulars of such
censure to the enployee involved with a copy to the
Secretary of the Union.

Witten warnings to be withdrawmm fromthe personal file
after twelve (12) nonths provided that no further
di sciplinary action has been recorded during that period.



7.

10

Where a Supervisor intends to interview an enpl oyee for
di sciplinary purposes, the Supervisor shall notify the
enpl oyee in advance of the purpose of the interview, in
order that the enpl oyee nmay contact a Union
representative to be present at the interview and the
Steward or Union representative shall have the right to
be present.

Di scharge Procedure:

An enpl oyee who has conpl eted his probationary period may
be dism ssed but only for just cause and only upon the
authority of the Manager. Wen an enpl oyee is di scharged
or suspended he shall be given the reason in the presence
of his Steward. Such enployee and the Union shall be
advi sed pronptly in witing by the Manager of the reason
of such di scharge or suspension.

May Orit Gri evance Steps:

An enpl oyee considered by the Union to be wongfully or
unjustly discharged or suspended shall be entitled to a
hearing under Article 7, Grievance and Arbitration
Procedure. Steps 1 and 2 of the Gievance Procedure
shall be omtted in such cases.

Unj ust Suspensi on or Di scharge:

Should it be found upon investigation that an enpl oyee
has been unjustly suspended or discharged, such enpl oyee
shall be imediately reinstated in his forner position,
W t hout | oss of seniority, and shall be conpensated for
all tinme lost in an anobunt equal to his normal earnings
during the pay period next precedi ng such di scharge or
suspensi on, or by any other arrangenent as to
conpensation which is just and equitable in the opinion
of the Parties or in the opinion of a Board of
Arbitration, if the matter is referred to such a Board.

Per sonnel Records

Upon giving a five (5) working day notice, the CUPE
Nati onal Representative shall have the right to have
access to and review the personnel records of the

enpl oyees for grievance and arbitration purposes only.

Any di sagreenent as to the accuracy of the information
contained in the file may be subject to the Gievance
Procedure and the eventual resolution thereof shal
becone part of the enployee’s record.



Article 8

No evi dence fromthe enployee’'s record nmay be introduced
as evidence in any hearing of which the enpl oyee was not
aware at the tinme it was placed in his personnel record.

The CUPE National Representative shall have the right to
list any and/or all material contained in the enployee’s
personnel record and to obtain copies.

Any notation of a reprimand or other disciplinary action
pl aced on an enpl oyee’s record shall be renoved after an
el apsed period of eighteen (18) nonths.

Hours of Work and Overtine

8.01

8.02

8.03

8. 04

This section provides the basis for establishing work
schedules and for the calculation and paynent of
overtime, but shall not be read or construed as a
guarantee of hours of work per day or week or a guarantee
of days of work per week.

The normal work week of enployees covered by this
agreenent shall be (a) thirty-seven and one-half (37.5)
hours per week consisting of five (5) days of seven and
one-half (7.5) hours each for outside enployees between
the hours of 8:00 am and 5:00 pm from Monday to Friday
inclusive with one (1) hour for lunch; (b) thirty-five
(35) hours per week consisting of five (5) days of seven
(7) hours each for office enpl oyees between the hours of
8:00 amto 5:00 pm from Monday to Friday inclusive with
one (1) hour for |unch.

Summer Hours

Summer hours shall begin on the first Monday of June and
end on the | ast Sunday of August of each year. CQutside
enpl oyees working hours are from7:30 amto 4:00 pm

O fice enpl oyees working hours are from8:00 amto 4: 00
pm

Wrk performed in excess of the normal daily or weekly
hours shall be paid at the rate of one and one-half(1%
times the enployee's normal rate of pay.

Wrk performed from 20:00 hours to 07:00 hours Monday to
Friday and on Saturdays, Sundays and on the holidays
specified in Article 9 shall be paid at the rate of
doubl e the enpl oyee's norrmal rate of pay.



8. 05

8. 06

8. 07

8. 08

For planned work for up to one (1) hour before nornal
starting time Mnday through Friday, Managenent wll
notify the enployees by noon-hour of the previous day.
Payment for such work wll be straight tinme rates.
Failure to give the foregoing notice wll result in
prem umrates being paid.

Emer gency Plan Work is excluded fromthis cl ause.

In the case of Energency Plan Wrk, Mnagenent may notify
t he enpl oyee by 4:30 p.m of the previous day.

Enpl oyees required for on-call duty will receive $26.00
(to be paid with retroactive cheque) effective My 1,
2013 to April 30, 2014; $27.00 effective May 1, 2014 to
April 30, 2015; and $28.00 effective May 1, 2015 to Apri
30, 2016, and $29.00 effective May 1, 2016 to April 30,
2017 and $30.00 effective May 1, 2017 to April 30, 2018
per day Monday through Sunday and through Recognized
Holidays in addition to normal wages for such purposes.
The roster of on-call personnel wll consist of Line
Departnment enployees during the term of this agreenent.
"On-Call Duty” is defined as that duty performed by
enpl oyees who are required by the Enployer to hold
t hensel ves readily available and able to respond to calls
(refer to Article 16.01) during all hours.”

Enpl oyees required for on-call duty will be scheduled on
a weekly basis and may request and receive perm ssion for
a conpetent substitute where required by 13:00 hours of
the day in question. Such substitution will be nmade on
an equi tabl e basis anbng conpetent enpl oyees.

Enpl oyees called out for duty following normal working
hours will receive time off in lieu for a mninmmtinme of
four (4) hours at single-tine rate or the appropriate
overtime rate for actual hours worked, whichever is
greater. The paid tinme off will be taken, in mninm
hal f-day blocks to be approved by the Enployer upon
receiving notice of tw (2) working days from the
enpl oyee, subject to managenent’s approval, which shall

be dealt with within two (2) working days of the request
being made, within three (3) nonths of the work week in
which the overtine was earned, or, wth the nutua

agreenment within twelve (12) nonths of that week.



8. 09

8.10

Article 9

Enpl oyees will be paid for only one (1) call within the
four hour time frame (limted to one per |ocation).

Call -outs which occur within two hours of normal starting
time shall not qualify for the mninum call-out paynent,
but will qualify for the appropriate overtine rate.

It is acknow edged that from tine to tinme it wll be
necessary for enployees to perform work outside of the
normal schedules at all hours of the day or night, and
Managenent has the right to authorize such work as
required.

9.01

9.02

9.03

- Recogni zed Hol i days

The following holidays shall be recognized by the
Enpl oyer:

New Year's Day C vic Holiday

Day after New Year's Labour Day

Fam |y Day Thanksgi vi ng Day

Good Friday % day before Christnas Day

East er Monday Chri st mas Day

Victoria Day Boxi ng Day

Canada Day Y% day before New Year's Day

A fourteenth (14th) paid holiday will be recognized by
the Enployer and will be nade available to enployees on
an individual basis providing that the enployee gives
five (5) working days' notice of his intention to take
said holiday on a day to be nmutually agreed to by the
Enpl oyer and enpl oyee. The Enpl oyer agrees to answer
such requests within tw (2) days.

In accordance with the practice of vacation entitlenent
the vacation accunulation year is from January 1% to
Decenber 315" of the preceding year and in order to be
eligible for the floater holiday, the enployee nust have
wor ked 90% of the working days in the accunul ation year
Time absent while on vacation, on paid sick |eave or on
hol i days shall be considered as tinme worked for the above
cal cul ati ons.

Regul ar and probationary enployees of the Enployer wll
be entitled to paynent of normal basic wages for such
hol i days as occur on their normal schedul ed days of work
provi ded they have worked the full schedul ed day of work



9. 04

9.05

9. 06

10

which inmediately precedes such a holiday and the ful
schedul ed day of work which imediately follows such a
hol i day unl ess absent with pay fromthe Enpl oyer

Regul ar and probationary enployees required to work on
such a holiday shall be paid for tinme worked at the
premumrate specified in Article 7 of this agreenent in
addition to paynent for the recognized holiday.

Wen the Day after New Year’'s Day or the % day before
Christnmas Day or the % day before New Year’s Day fall on
a Saturday or Sunday, they wll be replaced by an
additional floater day as outlined in Article 9.02 above.
Wen any of the other above-noted holidays fall on a
Saturday or Sunday, they wll be observed on the
precedi ng Friday or follow ng Monday at the discretion of
managenent . Wen two of the holidays fall on Saturday
and Sunday, on consecutive days, they will be observed on
Monday and Tuesday.

Shoul d a recognized holiday occur during an enployee's
annual vacation, he will be entitled to a day with pay in
lieu of such holiday on a day to be nutually agreed to,
by the Enpl oyer and the enpl oyees.

Article 10 - Vacations

10. 01

10. 02

Vacation pay shall nmean the nornmal basic earnings of the
enpl oyee imediately prior to the date on which vacation

noni es beconme payabl e. In any event, and in cases of
tenporary and probationary enployees, vacation paynent
wi Il be made in accordance with current | egislation.
Vacation will, as far as it is practical, be granted at

the times nost desired by the enpl oyees. For the
restricted period defined in article 10.03, an enpl oyee,
to ensure consideration of his request and his relative
Enpl oyer service credit standing, mnmust notify managenent
of his preferred vacation period by May 1° in any given
year. However, managenent reserves the authority to
desi gnate vacation periods for all enployees in a manner
consistent with the efficient operation of the Conpany.
In cases of dispute, the enployee wth the highest
service credit will be given preference. Managenent wl|
post vacation schedules on the bulletin board on or
before May 15'" of each year. Vacation requests not
schedul ed as above will require a m ninumof ten (10)



10. 03

10. 04

10. 05

10. 06

10. 07

10. 08

11

wor ki ng days’ notice and shall be dealt with within five
(5) working days of the request being nmade.

For requests less than three (3) days a m ninmum notice of
five (5) working days shall be given for such requests.
Al vacation days nust be taken in half days (1/2) or
nor e.

The Enpl oyer shall respond within three (3) days.

Managenent may, at its’ discretion, give |leave with fewer
days’ notice for requests |less than three (3) days.

A maxi mum of two (2) weeks vacation may be taken by an
enpl oyee between June 1st and August 31st, unless the
enpl oyee under speci al ci rcunst ances requests of
managenent a |onger period. An enployee may take, if so
entitled, three (3) consecutive weeks if the three (3)
weeks are taken during the winter nonths (Septenber 1st
to May 31st).

Addi ti onal vacation entitlenments may be provi ded
depending on staffing levels and at Managenent’s
di scretion

Normal vacations shall not be accunulative and shall be
taken in the calendar year in which they becone due,
unl ess otherwise nutually agreed to by the enployee and
managenent .

An enmployee with one (1) year or nore of continuous
service will be entitled annually to ten (10) working
days vacation with pay.

Upon conpletion of three (3) years of continuous service
and annually thereafter, a regular enployee wll be
entitled to fifteen (15) working days vacation with pay.

Upon conpletion of nine (9) years of continuous service
and annually thereafter, a regular enployee wll be
entitled to twenty (20) working days vacation with pay.

Upon conpletion of nineteen (19) years of continuous
service, a regular enployee shall be entitled to twenty-
five (25) working days vacation with pay.



10. 09

10. 10

12

Upon conpletion of twenty-six (26) years of continuous
service, a regular enployee shall be entitled to thirty
(30) working days vacation wth pay.

Vacation entitlenment is based on tine worked during the
accunul ation period from January 1st to Decenber 31st of
the preceding year. An enployee who has worked | ess than
90% of the avail able days for work (this does not include
earned vacation or holidays or a paid absence up to a
maxi mum of two (2) years which is conpensable under the
Wor kpl ace Safety & Insurance Board or one (1) vyear
covered under Article 10 — Sick Leave) wll have his
vacation entitlenent reduced in direct proportion of the
nunber of days in attendance at work.

The clerk may take his\her vacation in an unbroken period
provided the office operation of Hawkesbury Hydro is not
conprom sed and staff coverage is available at all tines.
The office supervisor will have the right to nake fina
assi gnnments of vacati on.

Article 11 - Sick Leave

11.01

11. 02

The Enployer’s sick leave plan for regul ar and
probati onary enployees was created by the Enployer to
reduce the financial hardship that bona fide illness or

non- conpensabl e accident can create so far as inability
to work and the consequent |oss of normal wages are
concer ned.

To qualify for paynent of sick | eave, an enpl oyee nust:
(a) have an established credit for sick pay;

(b) ensure that his illness is reported to managenent as
soon as possible but not later than one half (%)
hour after starting tine;

(c) be suffering froma bona fide illness which prevents
his useful enploynent and is not conpensabl e under
the Wirkpl ace Safety & Insurance Act;

(d) submt witten verification of his illness signed by
a qualified doctor of nedicine if requested or if
absent for three (3) days or nore;



11. 03

11. 04

11. 05

11. 06

11. 07
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(e) submit to medical examnation by a doctor of
nmedi ci ne designated by managenent upon request and
at managenment's expense;

() return to work as soon as possible follow ng

recovery fromill ness.

Starting January 1, 1998, pay for absence due to illness
or non-conpensabl e accident will be nade on the follow ng
basi s:

One (1) day of sick leave will be granted for each full
cal endar nonth of service to a maxi mum of one hundred and
forty two (142) days. Such accumul ation of sick |eave
credits wll accrue provided the enployee has worked

fifty per cent (50% of the working days in the nonth for
which credit is granted. Vacation and holiday time off
or time off on any approved |eave of absence to be
considered tinme worked for purposes of this clause. The
excess of 130 days will be paid at the rate of fifty
percent (50% annually during the week of January 15.

Upon retirenent, an enployee wll receive an allowance
equal of 50% of his sick |eave entitlenent in accordance
with the provisions of the Minicipal Act, to a maxi num of
65 days.

Upon resignation, l|ayoff or death, an enployee with ten
(10) or nore years of continuous service or his estate
will receive an allowance equal of 50% of his sick |eave
entitlenment in accordance wth the provision of the
Muni ci pal Act, to a maxi mum of 65 days.

Foreseeabl e absences for nedical treatnent wll be
reported one week in advance of the appointnment, unless
due to unavoi dabl e reasons.

No injuries or accidents suffered by an enployee while
perform ng other paid enploynent will be covered by this
sick | eave pl an.

Article 12 - Health Pl an

12.01

Effective at date of signing, the Enployer will pay 100%
of the cost of the premuns of the Enployer Health Tax
and 100% of the MEA Extended Health Care Pl an.
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The Enployer will pay ninety per cent (90% of the cost
of the Minicipal Electric Association (MEA) Dental
Plan F, 1 year behind the ODA Fee Schedul e.

The Enployer will pay ninety per cent (90% of the cost
of a $275.00/24 nonths Family Vision Care Pl an.

The premium paid by the Enployer will be continued for
all regular and probationary enployees in receipt of
nor mal base wages fromthe Enpl oyer.

12. 02 Long Term Disability
A long termdisability will be inplenmented to provide the
enpl oyee with a revenue of 66 2/ 3% of salary after a six
(6) nonths' elimnation period. All the costs of the
plan will be shared on a 50% - 50% basis between the
Enpl oyer and t he enpl oyees.

Article 13 - Pension and | nsurance

The Enployer and its’ enployees agree to contribute to the Ontario
Muni ci pal Enpl oyees Retirenent System Plan (OVERS) in accordance
with the OMVERS regul ations and the Enployer agrees to pay 100% of
the cost of the current Life Insurance Plan or provide an
equi val ent or better plan, should it becone avail able. Prem uns
paid by the Enployer wll be continued for all regular and
probati onary enployees in receipt of normal base wages from the
Enpl oyer.

Article 14 - Job Posting and Sel ection

14.01 The Enployer agrees to post any position within the
bargaining unit for a period of ten (10) working days in
order to give enployees an opportunity to meke
applications for the position: enployees wth the highest
service credit whose ability and qualifications are

suitable for the position will be given first preference
for the position. Enployees mmy refuse pronotion to
positions outside the bargaining unit. Any new

classification created by the Enployer shall be discussed
with the Union in order to determne the working
condi ti ons.

14. 02 Pay on Transfer, Lower Rated Job
When an enpl oyee is assigned to a position paying a |ower
rate, his\her rate shall be red circled.
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Article 15 — Leave of Absence

15.01

15. 02

15. 03

In the event of the death of a nmenber of the immediate
famly of a regul ar enployee, he/she wll be granted a
five (5) consecutive day | eave of absence with pay in
order that he/she may arrange for and attend the funeral
of a spouse or child.

In the event of the death of a nenber of the i mediate
famly of a regul ar enployee, he/she wll be granted a
four (4) consecutive days | eave of absence with pay in
order that he/she may arrange for and attend the funeral
of a parent, brother, sister.

In the event of the death of a nenber of the i mediate
famly of a regul ar enployee, he/she wll be granted a
three (3) consecutive days | eave of absence with pay in
order that he/she nmay arrange for and attend the funeral
of a father-in-law, nother-in-law, step-brother and step-
sister.

In the event of the death of a nenber of the i mediate
famly of a regul ar enployee, he/she wll be granted two
(2) consecutive days | eave of absence with pay in order
that he/she may arrange for and attend the funeral of a
gr and- par ent .

In the event of the death of a nenber of the i mediate
famly of a regul ar enpl oyee, he/she wll be granted a
one (1) day’'s | eave of absence with pay in order that

he/ she may arrange for and attend the funeral of a
brother-in-law, sister-in-law, son-in-law, daughter-in-
law, uncle, and aunt if it falls on a normal working day.

It is further agreed that the above article is for bl ood
rel atives of the enpl oyee.

Enpl oyees serving on jury duty or as a court witness wll
be paid the difference between normal earnings and the
paynment received for such service, excluding paynment for
travelling, nmeals or related expenses. The enpl oyee wl|
furni sh proof of paynents received.

Enpl oyees requiring |eave of absence for Union business
wll receive a maximm of ten (10) days w thout pay,
provi ded that the Enployer's schedules are not disrupted.
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15. 05

15. 06

15. 07
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Requests for such |leave shall be made at | east one week
i n advance of the requested absence.

Leave of absence w thout pay shall be granted to nenbers
of the Union Negotiating Conmttee, such conmmttee not to
exceed two (2) enployees, when required to neet for
negoti ati ons during working hours.

Leave of absence without pay wll only be granted in
cases of energency.

Maternity Leave
Maternity |eave shall be granted in accordance with the
Enpl oynent St andards Act.

Personal Leave of Absence

An enpl oyee shall be entitled to | eave of absence for a
maxi nrum of three (3) non-consecutive days per year. The
personal | eave of absence may not be conbined with a
personal or statutory holiday. The wages shall be paid as
normal by the Enpl oyer using the enployee’s accumul at ed
sick leave credit.

Article 16 - Al l owance

16. 01

16. 02

16. 03

16. 04

16. 05

When an enployee is on call, he shall remain ready such
that he can respond to the beeper by telephone in ten
(10) mnutes and report to the UWUility headquarters
within sixty (60) mnutes from the initial call. The
enpl oyee scheduled for on-call duty shall wear the pager
at all tinmes including regular hours.

Wrkers Safety and Insurance Board benefits shall be
granted in accordance with the current |egislation.

Enpl oyees required to perform tenporary duties of a
supervisory nature wll receive their regular rates plus
ei ght percent (8% additional allowance.

Whenever regularly scheduled work cannot be continued
during regular working hours by reason of inclenent
weat her conditions, managenent w Il make every reasonabl e
effort to provide alternative work.

Li ne personnel are required to wear safety footwear and
specified wuniforms at all tinme. The Enployer wll
contribute nine hundred ($900.00) dollars annually toward
the cost of RF safety clothing and approved safety
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footwear for those enployees required to wear them The

Enpl oyer w Il contribute two hundred and twenty-five
($225.00) dollars annually to office enployees to off-set
clothing costs. Paynent will be paid upon remttance of

the original receipt.

Enpl oyees shall be reinbursed for garnments and footwear
within fifteen (15) cal endar days followng the
remttance of a receipt two tinmes (2x) per year.

Wen work starts at least four (4) hours earlier than
regular starting tinme or goes four (4) hours beyond
regular finishing tinme, the Enployer shall provide a neal
all onance of six dollars and fifty cents ($6.50) to
af fected enpl oyees.

Article 17 - General

17.01

17. 02

17. 03

17. 04

The Enployer agrees not to contract out any work

presently being perfornmed that will cause a lay-off of
enpl oyees.
The Enployer wll nmake paynent of wages by cheque on

Thursday on or before 4:30 p.m of the week follow ng the
week in which wages were earned.

The wage schedule attached hereto beconmes part of this
agreenent for purposes of paynent of wages only.

Reti r enent

For those enpl oyees retiring between the ages of 55 and

65 years of age, the enployee shall be entitled to
participate in all benefits available under the Plan and
t he Enpl oyer shall be solely responsible to pay one
hundred percent (100% towards the cost of said benefits,
up to a maxi num of $600. 00 nonthly per enpl oyee. Any
addi ti onal cost shall be reinbursed by the enpl oyees to
t he Enpl oyer

Article 18 — Bulletin Board

The Union shall provide its’ bulletin board which shall be placed

so that

all enployees will have access to it and upon which the

Union shall have the right to post notices of neetings and such
ot her notices as may be of interest to the enpl oyees.
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Article 19 — Labour Managenent Conmittee
A Labour - Managenent Co- Qperation Comm ttee shall be established and

enjoy the full support of both parties. The Commttee shal
consist of two (2) representatives of the Union and tw (2)
representatives of the Enployer, which Commttee shall always

include the CUPE National Representative and the CEO of the
Enpl oyer.

Function of the Commttee

~ considering constructive criticismof all activities so that
better relations shall exist between the Enployer and the
enpl oyees;

~ i ncreasing operating efficiency,;

~ i nproving services to consuners;

~ pronoti ng safety and sanitary practices;

~ revi ew ng suggestions from enpl oyees and t he Enpl oyer,
guestions of working conditions and service;

~ maki ng recommendat i ons;

~ addressing any other matter of mutual interest or concern.

Meetings of the Committee

The Conmttee shall neet on a needed basis, unless the majority of
the Committee nenbers agree otherwise, at a nutually agreeable tine
and pl ace. Menbers shall receive a notice and Agenda of the
neeting at |east forty-eight (48) hours in advance of the neeting.
Enpl oyees shall not suffer any loss of pay while attending the
Comm ttee meetings if held during regular working hours.

Article 20 - Duration

This agreenment shall remain in force for a period of five (5)
years, from May 1, 2013 to April 30, 2018 and shall continue in
force from year to year thereafter unless, in any year not nore
than ninety (90) days and not less than thirty (30) days before
the date of its termnation, either party shall furnish the other
wWth notice of a desire to termnate or anend this agreenent.
Notice of desire to revise this agreenent nust include a witten
presentation of the proposed revision.

Article 21 - Wage Rates and Progressi ng Schedul es

21.01 The est abl i shnment of new classifications is t he
prerogati ve of managenent.

21.02 The wage rates, progression schedules and cl assifications
of enployees covered by this agreenment shall be those
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shown in Appendix "A" attached hereto and forming an
integral part of this agreenment for pay purposes only.

21.03 Enpl oyees on progression shall normally be progressed in
accordance with the schedul e. However, if any enployee
fails to nake satisfactory progress, his advancenent nay
be withheld. When progression is wthheld, nanagenent
shall give one (1) nonth's notice to the enpl oyee and the
Uni on, giving the reason for w thhol ding the progression.
After three (3) nonths, his general performance wll be
reviewed and if found satisfactory, he shall be granted
routine progression.

For the Union: For the Company:

Signed this day of , 2013 at Hawkesbury, Ontario.



20

APPENDIX A
WAGE RATES & PROGRESSION SCHEDULE
MAY MAY MAY MAY MAY
1/2013 1/2014 1/2015 1/2016 1/2017
2% 2.50% 2.50% 3% 3%
Journeyman Lineman $30.22 $30.98 $31.75 $32.71 $33.69

Lineman A - after 5years $28.69 $29.41 $30.15 $31.05 $31.98

Lineman B - after 4 years $26.52 $27.18 $27.86 $28.70 $29.56

Lineman C - after 3years $25.63 $26.27 $26.93 $27.74 $28.57

Lineman D - after 2 years $24.18 $24.79 $25.41 $26.17 $26.96

Lineman E - after 1 year $22.66 $23.23 $23.81 $24.53 $25.26

Lineman F — after 6 mths $21.90 $22.45 $23.01 $23.70 $24.41

Lineman G - start $21.12 $21.65 $22.19 $22.86 $23.55
Clerk

After 2 years $22.11 $22.67 $23.23 $23.93 $24.65
After 1year $21.01 $21.54 $22.08 $22.74 $23.42
After 6 months $19.91 $20.41 $20.92 $21.55 $22.19
Start $19.24 $19.72 $20.21 $20.82 $21.44

Retroactive pay to May 1%, 2013 shall be paid on a separate cheque including the retro-activity
of “on-call duty” premium.

Progressions are not automatic to the Journeyman Lineman rate but are based on the successful
completion of the 8000 working hours Municipal Electric Association (MEA) Training Program.
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LETTER OF UNDERSTANDING

In the event that Management reintroduces the positions of Truck Driver, Labourer or Meter
Reader, the Company agrees to negotiate an appropriate rate for these positions with Local 1026
of the Canadian Union of Public Employees (CUPE). In the event no agreement is reached,
either party may submit the matter to arbitration.

Management Union

Dated this day of , 2013 at Hawkesbury, Ontario.
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LETTER OF UNDERSTANDING

First Aid Courses

Management agrees to reimburse employees for taking CPR and First Aid Training. Such
compensation to be limited to tuition fees, books and materials and would only be paid subject to

successful completion of the course.

Management Union

Dated this day of , 2013 at Hawkesbury, Ontario.




Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4-SEC-18

[Ex.4, p.27, 30] Please reconcile the 7 FTEs in 2018 shown in the Appendix 2-K with the
5 employees (by headcount) shown for 2018 in Table 18.

Response:

On January 1, 2018, HHI will employ 7 FTEs. Two linesmen are scheduled to retire in
2018. The first retirement will occur on March 31, 2018 and the second on July 31,
2018. At year end, HHI will have 5 FTEs in place. On an average basis, the utility will
account for 5.7 FTE equivalents in 2018.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4-SEC-19

[Ex.4; Ex.1, BP, p.35; Ex.4, p.30] The Applicant states in its Business Plan that “HHI
also currently employs two linesmen who are both scheduled to retire in 2018.” Table
18, shows that one ‘line work’ and ‘customer service’ employee are forecast to retire in
2018. Please reconcile.

Response:

There was an error in the table. HHI confirms that 2 linesmen will retire in 2018.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4-SEC-20

[Ex.4, 30] For the purpose of the test year OM&A budget, when specifically in the year
does the Applicant forecast the employees retire?

Response:

Please see the response to 4-SEC-18. HHI adds that the compensation component
included in the Test Year OM&A reflects the actual retirement dates for these two
employees.
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Hydro Hawkesbury Inc. Response to Interrogatories

November 13, 2017

4-SEC-21

[Ex.4; Ex.1, BP, p.35] [p.35] The Applicant states in its Business Plan: “HHI also
currently employs two linesmen who are both scheduled to retire in 2018. HHI does not
plan to hire additional staff in 2017 and 2018 and instead, will outsource the linesmen’s
functions to a third-party contract company.”

a.
b.

Please explain the rationale for not hiring a replacement linesman.

Please confirm that this means that the Applicant will no longer employ any
construction, operations, and maintenance employees.

Please explain the nature of the third-party contract company and the costs of
that contract in the test year. Please provide a copy of the contract, if it has been
entered into.

Please provide the cost for replacing the lineman with third party contractors, and
how does it compare with the cost of employed lineman directly.

Please reconcile the statement with the reduction in costs for Outside Services
Employed (5630) of $24,100 in the Test Year as set out in Appendix 2-JB.

Response:

a)

b)

d)

Replacing linesmen is a long and expensive exercise (4 years for a line
apprentice). Finding quality talent can also be difficult in smaller cities. Most of
the top talent may already be employed. HHI, like many other LDCs its size, will
outsource these services and avoid all costs incurred by different regulations.
Confirmed

HHI has hired Sproule Powerline Construction in the past for specific capital
projects. They are an experienced, reputable firm who also does work for
neighbouring utilities such as Cooperative Hydro Embrun, Hydro 2000 Hydro
Ottawa. HHI is unable to provide the hourly rates for Sproule as this is
confidential information. Please see the response to 2-Staff-38.2-Staff-38 .
Please see the response to 2-Staff-26

HHI notes that there was an error in the table at Appendix 2-JB. Costs
associated with hiring AESI to assist with the DSP were originally recored in
5630 but were subsequently moved to Regulatory (5655) creating a false cost
driver.
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Hydro Hawkesbury Inc. Response to Interrogatories

November 13, 2017
4-SEC-22
[Ex.4, p.46] With respect to Appendix 2-M:

a. Please reconcile the $30,000 annual ‘Consultants’ cost for regulatory matters’
with the specifics amounts for Tandem Energy set out in Table 18.

b. Appendix 2-M (table 21) is different than the version contained in the Chapter 2
Filing Requirements Appendices excel file. Please reconcile.

Response:

a) The contract of 30K/year, as shown in Table 18, was for the period ending in
2016. The four-year contract was renewed on January 1, 2017 at 33K/year until
2020.

b) The table filed as part of Chapter 2 appendices is correct (replicated below).

Ongoing Last Most
Regulatory Cost USoA USoA or One- Rebasing Current 2(.)17 Annual % | 2018 Test | Annual %
Account . Year (2014 Bridge
Category Account time Actuals Change Year Change
Balance Board Year
Cost? 2 Year 2016
Approved)
(H) =[(G)- () = [()-
A B C D E F G I
(A (B) ©) ©) (E) (F) (©) 6 () el
OEB Annual 5655 | Seeline30 | On-Going | $8900 | $21,958 | $23,056 | 5.00% | $24209 | 5.00%
Assessment
OEB Section 30
Costs (Applicant- 5655 See line 30 | On-Going
originated)

OEB Section 30 . A 0 0
Costs (OEB-initated) 5655 Seeline 30 | On-Going $1,500 $1,468 $1,541 5.00% $1,618 5.00%
Expert Witness osts | geae | geqine 30 | On-Going
for regulatory matters

Legal costs for 5655 See line 30 | On-Going
regulatory matters
Consuants' CostS for | goes | Seqine 30 | On-Going | $45000 | $30000 | $33000 | 1000% | $33000 | 0.00%
regulatory matters
Operating expenses
associated with staff 5655 See line 30
resources allocated to
regulatory matters
Operating expenses
associated with other 5655 See line 30
resources allocated to
regulatory matters *

Other regulatory

agency fees or 5655 See line 30

assessments
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z SUb-tOg%:scsT goling &\\\\\\\\\\\\\i- $55,400 $53,426 $58,097 8.74% $58:827 1.26%
% SUb-tO?(l);tS[‘]e-“me &\\\\\\\\\\\\\;“&\\\\\\\\\\\t $0 $0 $0 $36,700
411 Total &\\\\\\%“&\\\\\\\\% $55,400 $53,426 $58,097 8.74% $95,527 64.43%
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

4-SEC-23

[Ex.4, Appendix 2-JB] Please provide the Applicant’'s expectations regarding the effect
of the Fair Hydro Plan on Test Year bad debt expenses.

Response:

HHI cannot effectively predict future consumer behaviour based on the OEB introducing
the Fair Hydro Plan, however, intuitively, lower electricity bill should alleviate pressure
on the customers to pay their bills and in turn reduce the bad debt expenses. In its
budget, HHI has reduced its 2018 budgets by 16% to account for the effects of the Fair
Hydro Plan.

18,735 % Var.
21,987 17%
47,680 117%
68,489 44%
57,225 -16%
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Hydro Hawkesbury Inc.

Exhibit 5 — Cost of Capital
5-Staff-63

Response to Interrogatories
November 13, 2017

Ref: Exhibit 5/ section 5.4/ Appendix 2-OB Cost of Debt Instruments/ Table 3

Hydro Hawkesbury provided a promissory note for a loan of $1,550,000 dated June 28,

2017 as well as a credit facility agreement, dated May 16, 2016.

Table 3 under section 5.4 show Hydro Hawkesbury the terms and dates of its long-debt

instruments as following:

Year 2018 Long Term

Affiliated or

Fixed or

L K X Term Principal Rate (%) Interest (%)
Description Lender Third-Party Variable- Start Date
Debt? Rate? (years) ($) (Note 2) (Note 1)
Term facility - SUB 44KV Loan Infrastructure Ontario | Third-Party | Fixed Rate July 16, 2012 25 $619.432 0.0394 $24,405.62
Term facility - SUB 110KV Loan Infrastructure Ontario | Third-Party | Fixed Rate | January 1, 2018 25 $1,480,000 0.0352 $52,096.00
Term facility - SUB 110KV Loan | Infrastructure Ontario | Third-Party | Fixed Rate | January 1, 2018 25 $1,550,000 0.0352 $54,560.00

5=

$3,649.432

0.035912882

$131,061.62

a) Please confirm that the two long-term debt instruments associated with the
110kV projects were put in place in 2017.
b) If so, please update Appendix 2-OB for the actual start dates of these debt

instruments.

c) Please provide the final debt instrument (i.e. promissory note) for the loan of

$1,480,000.

d) In Appendix 2-OB Hydro Hawkesbury shows an interest rate of 3.52% for the

$1,550,000, while the promissory note shows a rate of 3.29%. Please confirm the

correct interest rate and update appendix 2-OB accordingly.

e) Please confirm that the rate of 3.29% was used to calculate the weighted long-

term debt rate of 3.59%.

Response:

a) The only long-term debt instrument has been issued is for the $1,550,000. The

2nd one for $1,480,000 has not been issued yet. HHI expects the issuance to
happen within a couple of months.

b) The updated table is presented below.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

c) The promissory note for the $1,480,000 is not available yet. It will be available
once the long-term debt instrument is about to be issued. HHI used the rate of
3.53% debt rate as per the Infrastructure Ontario website. (11/13)

d) The updated table is presented below.

e) HHI has updated the weighted long-term debt rate to reflect the rates as shown
below. The weighted long-term debt rate is calculated to be 3.50%

Debt Instruments
This table must be completed for all required historical years, the bridge year and the test year.

Year 2018 Long Term
Affiliated or ] ..
- .y Fixed or Term Principal Rate (%) Interest ($)
Row Description Lender Thgngtirty Variable-Rate? Start Date (vears) ©) (Note 2) (Note 1)
Term facility - SUB 44KV | Infrastructure . .
1 Loan Ontario Third-Party Fixed Rate July 16, 2012 25 $619,432 0.0394 $24,406
Term facility - SUB Infrastructure . .
2 110KV Loan Ontario Third-Party Fixed Rate January 1, 2018 25 $1,480,000 0.0353 $52,244
Term facility - SUB Infrastructure . .
3 110KV Loan Ontario Third-Party Fixed Rate June 28, 2017 25 $1,550,000 0.0329 $50,995
Total $3,649,432 0.034976572 $127,645
Year 2018 Short Term
Affiliated or ] Lo
- ; Fixed or Term Principal Rate (%) Interest ($)
Row Description Lender Thgngtirty Variable-Rate? Start Date (vears) © (Note 2) (Note 1)
Capital expenditures Infrastructure - )
1 2014-2015 Ontario Third-Party Fixed Rate July 1, 2017 5 $450,000 0.0199 $8,955
Total $450,000 0.0199 $8,955
Year 2017
Affiliated or ) L
- Py Fixed or Term Principal Rate (%) Interest ($)
Row Description Lender Thgngt’irty Variable-Rate? Start Date (vears) © (Note 2) (Note 1)
1| Termfaciity - SUB 44KV | Infrastructure Third-Party Fixed Rate July 16, 2012 2 $641,755 0.0394 $25,285
Loan Ontario
Temporary construction Infrastructure ; ) November 6,
2 loan - SUB 110KV Loan Ontario Third-Party Variable Rate 2013 $723,795 0.0162 $11,725
Temporary construction Infrastructure ; .
3 loan - SUB 110KV Loan Ontario Third-Party Variable Rate August 2, 2016 $708,738 0.0162 $11,482
Capital expenditures Infrastructure } )
4 2014-2015 Ontario Third-Party Fixed Rate July 1, 2017 5 $450,000 0.0199 $4,478
Term facility - SUB Infrastructure } B
5 110KV Loan Ontario Third-Party Variable Rate June 28, 2017 $1,550,000 0.0329 $25,986
Total $4,074,288 0.019379133 $78,956
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November 13, 2017

5.0-VECC-33

Reference: E5/Appendix A

a) The construction loan (negotiated May 16, 2016) does not appear to
include a specific fixed interest rate — rather under the Standard Terms and
Conditions it establishes a per annum floating rates (page 41 of PDF) until
loan conversion. Please provide the loan conversion documentation which
shows the long-term interest rates for the $1,480,000 loan.

Response

The loan is not finalized, and the loan interest rate has not been provided by 10 yet. See
5-Sec- 24
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5-SEC-24
[Ex.5, Appendix A] With respect to the May 16" 2017 loan instrument with Infrastructure
Ontario (“10”), please explain how the interest rate is derived, and specifically provide

any documentation from 10 setting out specific components that make up that rate.

Response: Below is an excerpt from the May 16 financing agreement

7. Interest Rates a) Construction Loan: Floating interest rate as posted on the Lender’s website

& Repayment: (www.infrastructureontario.ca) with interest rates subject to change without
notice.

1. Interest only monthly payment;

ii.  The Construction Loan is a non-revolving facility and no amounts
repaid under the Construction Loan may be re-borrowed.

b) Term Loan: Fixed interest rate as confirmed by the Lender to the Borrower
under the Term Loan Advance and/or at the time of conversion of the
Construction Loan to the Term Loan #1. Such interest rate shall be based on
the Lender's cost of funds plus the Lender's prevailing spread assigned to the
Borrower’s sector for program delivery costs and risks.

1. Blended payments of principal and interest to be paid monthly up to
a 25-year amortization with a 25-year term under Term Loan #1;

ii.  Blended payments of principal and interest to be paid monthly up to
a 5 year amortization with a 5-year term under Term Loan #2;

iil.  The Term Loans are non-revolving facilities and no amounts repaid
under the Term Loans may be re-borrowed.

Response: excerpt below from i/o website
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Lending Rates

Our online lending rates are updated frequently as we track the movement of our cost of
borrowing in the capital markets. Rates on debentures are fixed for the entire life of the loan once
the debenture is issued. Rates on construction loans float throughout the term of the loan until

they are replaced by a debenture.

For applications submitted prior to April 1, 2008, please contact an Infrastructure Ontario
representative for current rate information. Call 1-800-230-0937.

Use the drop down menu to select your client type. Once selected, you will be directed to the

lending rates page for your sector.

Municipal Corporations v et § 5 1L

Serial and Amortizer Debentures

Interest rates on our senal and amortizer debenture loans are all-in blended rates (sometimes
referred to as Annual Percentage Rate or Internal Rate of Return). In this respect they differ from
senal debentures that some borrowers may have sold in the past through banks or investment
dealers; such seral debentures may have had lower interest rates attached to principal that paid

out in the early years and higher rates attached to the longer maturity portions of the debenture.

Cur rates are based on the same concept, but we take the process one step further and
determine the single interast rate that equates to the rates across the whole term of the loan.

Sector Pricing

Infrastructure Ontario’s loan pricing recognizes the unique fundamental credit character of each
eligible client sector and continues to provide equitable access to affordable financing rates.
Pricing is based on the relative long term credit strengths of each eligible client sector,
recognizing the varying degrees of government involvement and the secunty afforded to
Infrastructure Cntario.

This pricing approach ensures that Infrastructure Ontario can support all eligible clients in an
equitable and non-disciminatory manner. All eligible clients within each sector share the same
affordable rates, and same benefits of the loan program.

Indicative rates are based on Infrastructure Ontano's cost of funds plus a charge to cover

program delivery costs.
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Lending Rates: Power Generation Providers

Indicative Lending Rates as of 03/11/2017

Term Construction Serial Amortizer
1 Month 2.34%

5 Year - 2 84% 2 85%
10 Year - 3.29% 3.31%
15 Year - 3.57% 3.61%
20 Year - 3.75% 3.79%
25 Year - 3.85% 3.90%
30 Year - 3.91% 3.96%

About Our Lending Rates
Our online lending rates are updated frequently as we track the movement of our cost of
borrowing in the capital markets.

Debentures - rates on debentures are fixed for the entire life of the loan once the debenture 1s
purchased by Infrastructure Ontario.

Construction Loans - for construction loans, rates float throughout the term of the loan until they
are replaced by a debenture. Construction loan requests over $75 million are subject to funding
availability and interest rates may vary from those posted

“*These interest rates are the all-in cost for loans of the term and type selected
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Exhibit 7 — Cost Allocation

7-Staff-64

Asset Functionalization

Ref: Exhibit 7/ Cost Allocation Model/ Sheet 14 BO Assets

Hydro Hawkesbury has recorded all contributed capital as being applicable to Account
1845 - Underground Conductors and Devices — Secondary. As a result, there is a
negative asset value, net of Accumulated Depreciation and Contributed Capital for this
asset type.

a) Please review the gross asset, accumulated amortization, contributed capital,
and amortization of contributed capital for all asset categories, and update as
required.

Response:

HHI has rectified the allocation in the model filed along with these responses.
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7-Staff-65
Asset Functionalization
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 14 BO Assets

Account 1830 — Poles, Towers and Fixtures is broken out as 65% primary, 35%
secondary. Account 1835 — Overhead Conductors and Devices is entered as 100%
secondary.

a) Please explain the apparent inconsistency or revise.

Response:

HHI has used the proposed breakout of assets since the inception of the cost allocation
model back in 2006. The supporting documentation for the split is no longer available
therefore in reviewing the current use of these particular assets, HHI proposes to use
the 65% primary, 35% secondary split for Account 1835. The model filed in conjunction
with these responses reflect the corrected breakout of assets.
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7-Staff-66
Weighting Factors
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 15.2 — Weighting Factors

Hydro Hawkesbury has used the same weighting factor for Billing and Collecting for all
rate classes. The Services weighting factor for GS < 50 is greater than the weighting
factor for GS > 50.

a) Please provide a derivation of the Billing and Collecting weighting factors.

b) Please provide a derivation of the Services weighting factors — indicating what
proportion of customers in each rate class, if any, are responsible for providing
their own service drop.

Response:

a) HHI is of the opinion that there is no need to calculate Billing and Collecting
weighting factors as the amount of time, resource and effort to bill a residential
customer is identical to all of the other classes

b) HHI notes that the because the relatively low balance of $30,022 in account
1855, HHI used it own consideration of costs included in “Services” to
determined that the GS<50 should be allocated double the costs in comparison
to the residential class.
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7-Staff-67
Customer Data
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 16.2 — Customer Data

The Street Light rate class does not have the Number of Devices field populated at cell
J18. As a result, the Street Lighting Adjustment Factors calculation at the bottom of this
sheet is unable to calculate an adjustment factor, and it is not possible for the model to
accurately allocate costs to the Street Light rate class.

a) Please review the device count and connection count, and update as necessary.

Response:

a) The model has been corrected to reflect the number of devices in cell J18. HHI
note that one device is equal to one connection. In other words, HHI does not
have any daisy chains Street Lighting where one device can have connections.
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7-Staff-68

Customer Data

Ref: Exhibit 7/ Cost Allocation Model/ Sheet 16.2 — Customer Data

The Late Payment Historical Average is apportioned between Residential and GS < 50
using customer counts. In this apportionment, it appears that the cell references were
reversed and the Residential share was assigned to GS < 50 and the GS < 50 share
was assigned to Residential.

a) Has Hydro Hawkesbury considered using a measure like class revenue which
scales with both customer count and average bill size?
b) If the answer to a) is yes, why was customer count selected?
c) If the answer to b) is no, why not?
d) Please review the cell references and explain how the customer count based
implementation is correct, or provide a revision.
Response:

a) & b) &c) Costs related to Late Payment charges are static across all classes
therefore the utility has not considered the methodology suggested by Staff. HHI
notes that there is no specific OEB requirement to allocate the Late Payment
charge in the suggested methodology therefore HHI maintains that the customer
count is the most fitting methodology for the utility.
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7-Staff-69
Meter Capital
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 17.1 Meter Capital

The 4,836 residential customers use smart meters costing an average of $80 each,
while the 618 GS < 50 customers use Smart Meters costing an average of $366 each.
Please explain the relatively low cost of the Residential meters.

Response:

Residential meters are for the most part 200 amps 120/240 volts meters and as such,
are fairly inexpensive in comparison to commercial meters. Commercial meters for the
General Service classes vary from 120v to 208 volts, 600volts and are more expensive.
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7-Staff-70
Demand Allocators

Ref: Exhibit 7/ Cost Allocation Model/ Sheet 16.1 Revenue/ Sheet 16.2 Customer
Data/ Sheet I8 Demand Data

On Sheet 16.2 Customer Data, all 89 GS > 50 customers are included as receiving Line
Transformer and Secondary Distribution service. On Sheet I8 Demand Data, all GS >
50 Demand is included in the Line Transformer and Secondary NCP values. This
indicates that all demand associate with all GS > 50 customers is served with utility
owned Line Transformers from the Secondary Distribution system. However, on Sheet
16.1 Revenue, 189MW out of a total 211MW of Billing Demand is subject to a
Transformer Ownership Allowance. Please explain or correct the apparent
inconsistency.

Response:

As explained at page 6 of Exhibit 7, the data entered on sheet I8 reflects the findings of
the 2004 hour by hour load data being scaled to be consistent with the 2018 load
forecast and the inspection of the scaled data to identify the system peaks and class
specific peaks.

If the Board requests updates to the Demand Data, it needs to provide HHI with clear,
concise and detailed instructions on how original study conducted by Hydro One in
2004-2005 was determined and also sets out clear instructions on how it expects
utilities to update their profiles for all new parameters including the introduction of smart
meters reads.
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7-Staff-71
Demand Allocators
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 18 Demand Data

The load profiles produced by Hydro One for use in the 2006 CAIF are based on 2004
usage, weather normalized. LDCs are now expected to update this information using
recent historical smart meter and interval meter data, if possible.

a) Has Hydro Hawkesbury produced its demand allocators based on updated load
profiles?

b) If the answer to part a) is yes, please describe the method used for weather
normalization.

c) If the answer to part a) is no, will Hydro Hawkesbury confirm that it intends to
produce updated load profiles as part of its next rebasing application.

Response:

a) As explained at page 6 of Exhibit 7, the data entered on sheet 18 reflects the
findings of the 2004 hour by hour load data being scaled to be consistent with the
2018 load forecast and the inspection of the scaled data to identify the system
peaks and class specific peaks.

b) See response to a). In addition, the model detailing the update was filed in the
original application.

¢) HHI will not commit to producing updated load profiles until the OEB publishes
concise details/instructions on how original study conducted by Hydro One in
2004 was determined. HHI also expects the OEB to sets out clear instructions
on how it expects utilities to update their profiles given the introduction of smart
meters.
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7-Staff-72
Demand Allocators
Ref: Exhibit 7/ Cost Allocation Model/ Sheet 18 Demand Data

In the Residential, Sentinel, and USL rate classes, the 4 NCP reflecting the sum of the
peaks of the 4 highest peaking months is more than 4 times the 1 NCP reflecting the
single highest peaking month. Please review the 1 NCP and 4 NCP calculation and
revise as required.

Response:

Please see CWH's response to 7-Staff-71
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7-Staff-73

Customer Engagement

LDCs are expected to communicate with their Street Lighting customers. Has Hydro
Hawkesbury communicated the rate impacts of its current application with all of its
Street Lighting Customers?

Response:

The only street light customer HHI has is the Town of Hawkesbury and the utility
confirms that the Town was informed of the proposed bill impact and will also be kept up
to date on the changes to the bill impact as a result of the IRs, Settlement Agreement
and Decision.
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7.0-VECC-34

Reference: Exhibit 7, page 3

Preamble: HHI proposes a higher Services weighting factor for GS<50 (i.e.,
2.0 vs. 1.0) due to the “more planning and monitoring for general
service class than the residential class”. HHI explains the use of a
1.0 weighting factor for GS>50 on the basis that, per the ESA, it is
not allowed to “service” the equipment of this class.

a) Does the planning for the Service equipment required to connect GS>50
customers require more time/effort than that for the Residential class?

b) Please clarify whether the “service” being referred to by the ESA is the
planning and installation of the GS>50 customer’s service drop or the
ongoing “servicing” (e.g., maintenance, etc.) of such facilities.

HHI responses:

a) HHI is of the opinion that the planning required to connect GS>50 customers
require more time/effort than that for the Residential class however, cost related
to account 1855 (costs installed of overhead and underground conductors
leading from a point where wires leave the last pole of the overhead system to
the point of connection with the customer's electrical panel) do not.

b) ESA is responsible for the installation of GS>50 services. See response to a)
above to details on planning.
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7.0-VECC-35

Reference: Exhibit 7, page 17

a) Pease explain why HHI is proposing to increase the GS>50 ratio from 95%
to 96%.

b) Why shouldn’t all ratios remain the same except for Street Lighting
(increase - in order to bring it up to the lower end of the Board’s policy
range) and GS<50 (decrease since it is the highest — in order to offset the
additional revenue from Street Lighting)?

Response:

d) & b) Itis evident by the variance column in Table 15 at page 17 which
shows 0.00, that this is a simple rounding issue. The intent is to follow
Board Policy and keep the R/C ratio the same.

HHI notes that the R/C ratios have been updated as a result of the
changes agreed to as part of theses response.
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7-SEC-25
[Ex.7, CA Model] Please explain the basis of the smart meter costs for both residential
and GS< 50.

Response

Residential meters are in general 200 amps 120/240 volts meters and are generally
inexpensive in comparison to General Service meters, A residential meter is currently
worth at market value approximately CAD $105

GS<50 service for the most part require commercial meters which can require a 120v,
208 volts, 600volts mete. As such, costs for GS<50 can vary from $105 to $600
depending on the service and type of SM required.
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Exhibit 8 — Rate Design
8-Staff-74

Low Voltage Charges

Ref: Exhibit 8/ s. 8.1.10/ page 21-22/ Table 15

Response to Interrogatories

Hydro Hawkesbury provided the table below to show the projected balances in
Accounts 4075 Billed-LV and 4750 Charges-LV.

| 2014 2015 2016 2017 2018
4075-Billed - LV ($51,804) ($51,300) ($90,976) ($90,976) ($90,976)
4750-Charges - LV $85,933 $89,485 $211,136 $211,136 £211,136

November 13, 2017

On page 21 of s. 8.1.10, Hydro Hawkesbury noted that its proposed LV charges are
based on 2016 actuals, which results in the following LV service charges.

Low Voltage Charges to be added to power supply expense for bridge and test year.

ICustomer Revenue Expense 2017 2018

Class Name USA# USA# Volume Rate Amount Volume Rate Amount
Residential KWh 4075 4750 | 50,145,146 0.0007 535,102 48,228,553 0.0015 $72,343
General Service < 50 kW KWh 4075 4750 | 18,864,553 0.0008 511,319 18,143,532 0.0013 $23,587
General Service > 50 to 4999 kW kW 4075 4750 188,567 0.2419 545,614 211,046 0.5400 $113,965
Unmetered Scattered Load KWh 4075 4750 293,553 0.0006 5176 429,307 0.0013 5558
Sentinel Lighting kW 4075 4750 265 0.3818 5101 238 0.8523 5203
Street Lighting kW 4075 4750 1,849 0.1870 5346 1,844 0.4174 3770
TOTAL 0 0 69,493,936 $92,658 67,014,523 $211,425

Please explain why the projected account balances, as shown above, remain at status
qguo although LV charges are increasing in 2018 over 2017 and update table 15 if

necessary.

Response: The table at page 21 should have shown the projected Billed LV (as
opposed to show balances at current rates). HHI confirms that the revision does not

affect the cost of power calculations.

2014 2015 2016 2017 2018
4075-Billed - LV ($51,804) ($51,300) $90,976 $92,658 $211,245
4750-Charges - LV $85,933 $89,485 $211,136 | $211,136 | $211,136
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8-Staff-75
Ref: Exhibit 8/ Section 8.1.3/ page 8

The numbers highlighted in the table below do not match the numbers provided in Tab
13 (Rate Design) of the Revenue Requirement Work Form:

Table 7 - 2018 Rates at F/V split®

Proposed Fixed Charge Resulting Variable

Customer Class Name Fixed Fixed % Variable Variable Rate per
Rate %

Residential $15.39 86.89% 13.11% 134,736 £0.0028 KWh
General Service < 50 kW | $1547 46.25% 53.75% 133,249 $0.0073 kKWh
General Service > 50 to 4iﬁ $100.99 22.85% 77.15% 476,999 $2.2602 kw
Unmefered Scattered Load $7.29 31.28% 68.72% 1,840 £0.0043 kKWh
Sentinel Lighting $1.83 59.01% 40.99% 863 $3.6222 kW
Street Lighting $0.67 42.09% 57.91% 13,345 $7.2372 kW

Please reconcile the evidence noted above.

Response:

The table above shows the correct information and reconciles with the proposed
revenue requirement as seen below. HHI can only assume that the difference of
$449.97 over a revenue requirement of 1,774,699 (or -0.025%)) is due to a rounding
difference between HHI’s calculation and the calculations in the RRWF.

Customers) Test Year Consumption THonthly Proposed Rates Revenues at | Revenues at H Class Specific | Transformer ]
Connections| Average i W Senvice Volumetric Proposed | Proposed Var Total Revenue Allowance Total Difference
Fixed Rates Rates Requirement Credit
Charge
kWh KW

Residential kWh 4836 | 48,226,553 - $16.39 50.0028 5893.102.99]  §134735.85 §1,027,836.84 §1,027,836.64 50.00]  §1,027.836.84 50.00
General Service < 50 kW kWh 618 18,143,532 - $15.47) 50.0073 5114.640.36)  §133.248.77|  §247.889.13 5247 889.13 50.00 5247.889.13 50.00]
General Service » 50 to 4399 kW kW 89| 81021489 211,046 | §100.99 52.2602| §107.667.89) §476998.51) §564.666.40 5471,143.40 §113,523.00 $584.666.40 50.00|
Unmetered Scattered Load kWh 10 429,307 - 57.29 50.0043 $6837.58 $1,839.70 $2,677.27) $2,671.21 50.00 52,677.27 50.00]
Sentinel Lighting kW 57 84,029 238 §1.83 $3.6222 §1,242.67) $863.20 $2,105.87, $2,105.67 $0.00 52,105.87, 50.00|
Street Lighting kW 1.21 641,942 1,844 50.67 §7.2372 §9.700.00]  $13.344.36]  §23.044.36 523,044.36 50.00 523,044.36 $0.UU|
Total § 11774910 §  T61030|5 1888222 |5 1774699 | § 135235 1886222 50.00]
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8-Staff-76
Ref: Exhibit 3/Section 3.4.3/page 69 — Proposed Specific Service Charges

Hydro Hawkesbury is proposing a change to the microFIT service charge. Hydro
Hawkesbury incurs a $10.00 monthly fee per microFIT meter point from its vendor
Utilismart and would like to pass this charge onto its microFIT customers.

a) Please confirm if Hydro Hawkesbury has provided for this increase in revenue in
its 2018 revenue offsets. If not, please make the applicable corrections.

b) How many customers would be impacted by this change?

c) How much revenue would the change in the microFIT rate equate to on an
annual basis?

Response:

a) HHI did not include this proposed change in its revenue offsets. The issue was
corrected in the set of models filed with these responses.

b) 6 customers would be impacted by the change

c) The increase in revenues would be $332/year (from $388 to $720)
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8.0 -VECC-36

Reference: Exhibit 8, pages 10

a) Please update the RTSR Work Form to incorporate Hydro One’s 2017 UTRs
and Sub-Transmission RSTRs.

Response

a) The utility has updated the RTSR model to use the 2018 version which
contains up to date rates.
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8.0 -VECC-37

Reference: Exhibit 8, pages 23-24
Chapter 2 Appendices, Appendix 2-R (Loss Factors)

a) On page 23 HHI makes reference to being embedded in HONI and using a
SFLF of 1.0034 which it does in Table 16 when calculating its proposed loss
factor. Please explain how the 1.0034 was derived given that HHI is only
partially embedded in HONI and Appendix 2-R indicates that the SFLF for
distributors embedded in HONI is 1.034.

Response:

a) HHI has updated its SFLF to reflect the weighted average of the IESO’s 1.0045
and H1’'s 1.0034, the utility revised SFLF is 1.0039.

Transmission
units billed Loss
(RTSR) Weight | Factor
IESO 142,099 0.46 1.0045 0.4584
H1 169,290 0.54 1.0034 0.5455
Total 311,389 2.0079 1.0039
Historical Years 5-Year
2012 2013 2014 | 2015 2016 Average

Losses Within Distributor's System

A1) | "Wholesale" kWh delivered to | 455 160 993 | 155,620,379 | 148,998,899 | 146,116,338 | 144,486,097 | 150,078,187
distributor (higher value)

A(2) | "Wholesale" kwh delivered to

L 154,311,135 | 154,796,479 | 148,208,227 | 145,328,620 | 143,768,238 149,282,540
distributor (lower value)

B Portion of "Wholesale" kwWh
delivered to distributor for its
Large Use Customer(s)

C | Net"Wholesale” kWh delivered | 15, 311 135 | 154,706,479 | 148,208,227 | 145,328,620 | 143,768,238 | 149,282,540
to distributor = A(2) - B

b diet:%"ut';\r’\’h delivered by 149,212,312 | 150,131,144 | 143,606,220 | 140,355,207 | 141,525,042 | 144,965,985

E Portion of "Retail" kWh

delivered by distributor to its
Large Use Customer(s)

F Net "Retail” KWh delivered by | 149 515 315 | 150,131,144 | 143,606,220 | 140,355,207 | 141,525,042 | 144,965,985
distributor =D - E

G | Loss Factor in Distributor's 1.0342 1.0311 1.0320 1.0354 1.0159 1.0298
system=C/F

Losses Upstream of Distributor's System
H Supply Facilities Loss Factor | 10039 | 1.0039 [ 1.0039 [ 1.0039 | 1.0039 | 1.0039
Total Losses
I Total Loss Factor = G x H | 10382 | 1031 | 1031 | 10395 | 1.0198 | 1.0338
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Exhibit 9 — Deferral and Variance Accounts
O-Staff-77

Ref: Exhibit 1/ page 15

Ref: Exhibit 4/ page 26

In Exhibit 1, Hydro Hawkesbury indicates that it does not have any employee future
benefits and has not recorded costs in Account 5645 OMERS Pensions and Benefits. In
Exhibit 4, Hydro Hawkesbury indicates that its employees participate in the OMERS
retirement plan. Please reconcile the above statements and explain where pension
costs have been recorded, if applicable.

Response:

HHI does contribute to OMERS for its employees. The employer’s share is included in the
various accounts where salaries are imputed.
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9-Staff-78
Ref: Exhibit 1/ Appendix B/ 2015 Financial Statements
Ref: Exhibit 2/section 2.1.1/page 1

In Exhibit 2, Hydro Hawkesbury states that there is no difference between the utility’s
net book values in New CGAAP and MIFRS. However, per page 39, note 27ai of the
2015 financial statements, Hydro Hawkesbury took inventory of the majority of its capital
assets and the costs were established and depreciation for every item was recalculated.
This resulted in an increase of $108k in PP&E as at December 31, 2014.

a) Per the audit report, the December 31, 2014 balances in the financial statements
are unaudited. Please confirm that the $108k increase in PP&E has not been
audited.

b) Please explain whether this increase in PP&E has been reflected in rate base for
regulatory purposes. If yes, please quantify the net increase in 2018 rate base as
a result of the $108k increase in 2014.

Response:

a) The 2014 financial statements prepared with CGAAP were verified. The IFRS
adjustments (including the adjustment to PP&E) to the 2014 financial statements
were audited. The 2014 IFRS financial statements were not been audited.

b) HHI and their auditors confirm that the increase in PP&E were reflected in the
Rate Base for regulatory purposes. The balance included in the 2018 Rate Base
would be $79,965.
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9-Staff-79
Ref: Exhibit 1/pages 75 to 78/Appendix C/ 2016 Reconciliation for RRR to FS
Ref: Exhibit 1/section 1.10.2/page 65

On page 65, Hydro Hawkesbury indicated that all variances between financial
statements and RRR filings are the result of the audit of Account 1595. However, on
page 75, there are adjustments between IFRS (financial statements) and OEB’s RRR in
PP&E excluding the adjustment for capital contributions totalling ($51k), and intangibles
for ($29k). Please explain what these adjustments are for and how they relate to
Account 1595.

Response:

The first adjustment in PP&E is the amount discussed in question 9-Staff-78. The other
adjustments were for capital contributions and intangibles.
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9-Staff-80
Ref: Exhibit 4/ section 4.1.1/ page 4

Hydro Hawkesbury indicated that it does not capitalize overhead. Therefore, there are
no increases in OM&A as a result of the adoption of IFRS and Appendix 2-D is not
applicable. Appendix 2-D is to show the portion of OM&A that is capitalized, as well as
the effects of IFRS on capitalization.

a) Please confirm that Hydro Hawkesbury does not capitalize any OM&A and
explain why.
b) If this is not the case, please complete Appendix 2-D.

Response:

HHI doesn’t capitalize any OM&A expenses. The large projects are all done by
contractors

229



Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-81

Ref: Exhibit 9/ section 9.2.1/ pages
Ref: Exhibit 9/ section 9.9.1/ page 32
Ref: DVA Continuity Schedule

Hydro Hawkesbury indicated that Account 1595 is currently undergoing an audit by the
OEB and therefore, is not requesting the account for disposition in this application.

c) Please clarify which Account 1595 sub-accounts are being audited and provide
further details regarding the reason for the audit and expected completion date of
the audit.

d) In the DVA Continuity Schedule, Accounts 1595 (2013), (2014) and (2015) are
included in the Total Claims column for disposition. Please clarify whether
disposition for these sub-accounts is requested or not. Please revise the DVA
Continuity Schedule as necessary.

Response:

HHI is not undergoing an audit for accounts 1595. This statement was made by
mistake. HHI is requesting disposal for accounts 1595 (2013), (2014) and (2015).
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O-Staff-82

Ref: DVA Continuity Schedule

In the DVA Continuity Schedule, for Accounts 1595:

a)

b)

Under 2015, Accounts 1595 (2011) and (2012) show OEB Approved Disposition
during 2015 for principal of ($14k) and $27k, respectively and for interest of $55k
and ($24k), respectively. From Hydro Hawkesbury 2015 IRM decision, these
accounts were not disposed (only sub-accounts for 2009 and 2010 were
disposed). Please explain the difference, including where these amounts were
approved for disposition, whether Hydro Hawkesbury is requesting these sub-
accounts for disposition in this application and revise the DVA Continuity
Schedule as needed.

For Accounts 1595 (2014) and 1595 (2015), there are transactions in 2015 and
2016, respectively. However, per the 2014 decision and 2015 decision, the rate
rider for 1595 (2014) is only effective until December 31, 2014 and the rate rider
for 1595 (2015) is only effective until December 31, 2015. Please explain the
additional transactions in the year following the expiry of the rate riders and
revise the DVA Continuity Schedule as needed.

Response:

a)

b)

When HHI had to replace its CFO, they realized that some amounts in accounts
1595 were not in the proper sub-accounts. In 2009, no deferral and variance
accounts were approved for disposition. Corrections were made to put the
amounts in the proper years. The total disposed in 2015 matches the total
approved in the 2015 decision ($43,995). The total approved was respected but
the years and the mix between principal and interest are different.

When HHI records its unbilled revenues, they don’t consider the amounts
collected or remitted in accounts 1595. The amounts are recorded when the
clients are actually billed. Therefore, amounts collected and/or remitted based on
December’s consumption are recorded in January in the books of HHI. The
amounts shown in the subsequent year are amounts for the previous year’s
consumption billed in the subsequent year.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-83
Ref: Exhibit 9/ section 9.3.6/ page 18
Ref: DVA Continuity Schedule

Hydro Hawkesbury has proposed allocation of Account 1595 to be based on kWh. Per
the Report of the Board on Electricity Distributor’'s Deferral and Variance Account
Review Initiative (EDDVAR), dated July 31, 2009, the allocation to rate classes for
Account 1595 should be in proportion to the recovery share as established when the
rate riders were implemented. Please explain why this allocation factor is not used and
revise the DVA Continuity Schedule as necessary.

Response:

The DVA filed in conjunctions with these response were revised to include the approved
allocation per rate class that were established when the rate rider were implemented.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-84

Ref: Exhibit 9/ section 9.9.1/ page 31

Ref: Exhibit 8/ Appendix B/ Proposed Tariff Sheets
Ref: DVA Continuity Schedule

Hydro Hawkesbury indicated that it does not have any market participants and therefore
does not need to establish separate rate riders for Accounts 1580 and 1588. However,
in the DVA Continuity Schedule and Proposed Tariff Sheets, separate rate riders were
calculated for Accounts 1580 and 1588. Please revise the DVA Continuity Schedule and
tariff sheets to show one combined rate rider for Group 1 DVAs excluding Global
Adjustment.

Response:

HHI notes that rate riders are calculated in background of the OEB’s model. HHI has no
control over the OEB’s models and its mechanics. However, HHI does confirms that it
does not have any market participant as indicated in Tab 4.Billing Determinants
columns J/K. HHI trusts that the OEB will make the appropriate correction to its models
if need be.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-85
Ref: Exhibit 9/ section 9.10.2/ pages 38 & 39

Hydro Hawkesbury indicated that it did not have any customers that switched from
Class B to Class A during 2016. Please confirm whether there were any transition
customers that switched from Class B to Class A or vice versa during the period where
the Global Adjustment balance was last disposed (i.e. from 2014) to 2016. Please also
confirm whether Hydro Hawkesbury had any Class A customers in 2015 or 2016. If yes,
please revise the DVA Continuity Schedule and use the 2018 DVA Continuity Schedule,
which allocates a portion of Account 1589 Global Adjustment and Account 1580, Sub-
account CBR Class B to transition customers and calculates the CBR Class B rate rider
accordingly.

Response:

HHI does not nor has it ever had any Class A customers. HHI only has Class B
customers.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-86
Ref: DVA Continuity Schedule

Account 1580, sub-account CBR Class B is expected to have accumulated a balance
starting in April 2015. However, there are no amounts inputted in the DVA Continuity
Schedule in 2015. Please confirm whether the balance requested for disposition as at
Dec. 31, 2016 is accurate or not, given the missing input in the DVA Continuity
Schedule. If not, please revise the DVA Continuity Schedule.

Response:

HHI has revised its DVA Continuity Schedule to reflect the correct amounts from 2015 and 2016
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-87
Ref: Exhibit 9

As Hydro Hawkesbury filed its application prior to the issuance of the Filing
Requirements for 2018 rate applications,

c) Please complete the GA Analysis Workform as per section 2.9.5.1 of the Filing
Requirements

d) Please provide the certification of Accounts 1588 and 1589 as per section 2.9.5
of the Filing Requirements

Response:

a) HHI has completed the GA Analysis Workform. HHI has also obtained a
certification of accounts 1588 and 1589.

b) HHI has a letter from its auditors asserting that accounts 1588 and 1589 are
consistent with the most current audited financial statements.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-88
Ref: DVA Continuity Schedule

In booking expense journal entries for Charge Type 1142 (formerly 142), and Charge
Type 148 from the IESO invoice, please confirm which of the following approaches is
used:

a) Charge Type 1142 is booked into Account 1588. Charge Type 148 is pro-rated
based on RPP/non-RPP consumption and then booked into Account 1588 and
1589, respectively

b) Charge Type 148 is booked into Account 1589. The portion of Charge Type
1142 equalling RPP-HOEP for RPP consumption is booked into Account 1588.
The portion of Charge Type 1142 equalling GA RPP is credited into Account
1589.

c) Another approach. Please explain this approach in detail.

Response:

HHI uses the following method: Charge Type 148 is booked into Account 1589.
The portion of Charge Type 1142 equalling RPP-HOEP for RPP consumption is
booked into Account 1588. The portion of Charge Type 1142 equalling GA RPP
is credited into Account 1589.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-89
Ref: DVA Continuity Schedule
With regards to the Dec. 31, balance in Account 1589, from 2014 to 2016

a) Please indicate whether the below items (b) i, ii, iii) that flow into the account are
based on estimates or actuals at year end.
b) If there are reconciling items #1a, 1b in the GA Analysis Workform for the true up
impacts, please quantify the adjustment that relate to each of the following items.
i) Revenues (i.e. is unbilled revenues trued up)
i) Expenses - GA non-RPP (Charge Type 148) with respect to the quantum
dollar amount and RPP/non-RPP pro-ration percentages
iii) Credit of GA RPP (Charge Type 142) if the approach under IR xx part b is
used

Response:

Revenues are based on 1t estimates and expenses are based on actuals. Assuming
the last question is referring to charge type 1142 and to the second option in IR 88, the
actuals are used for charge type 1142.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-90
Ref: DVA Continuity Schedule

With regards to the Dec. 31, balance in Account 1588 from 2014 to 2016, please
indicate whether the following items that flow into the account are based on estimates or
actuals at year end.

i) Revenues (i.e. is unbilled revenues trued up)

i) Expenses - Commodity (Charge Type 101)

iii) Expenses - GA RPP (Charge Type 148) with respect to the quantum dollar
amount and RPP/non-RPP pro-ration percentages

iv) RPP Settlement (Charge Type 1142 - including any data used for determining
the RPP/HOEP/RPP GA components of the charge type)

Response:

All transactions are recorded based on actuals except for revenues GA RPP which is
based on 1%t estimates.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-91
Ref: Exhibit 9, Page 39
Ref: DVA Continuity Schedule

In its RPP settlement process, Hydro Hawkesbury indicated that the difference between
estimates and actuals is settled in the following month.

a) There are no adjustments to Accounts 1588 and 1589 in the DVA Continuity
Schedule, please explain whether RPP settlement true ups and any impacts to
Accounts 1588 and 1589 are recorded in the year in which it relates or in the
subsequent year. If in the subsequent year, please explain why there is no
adjustment to these accounts in the DVA Continuity Schedule as per the
guidance issued in the letter Guidance on the Disposition of Accounts 1588 and
1589, issued May 23, 2017.

b) Please indicate if the actual GA rate is used to bill any entire non-RPP Class B
customer classes. If yes, please propose to exclude these customer classes from
the allocations of the Account 1589 balance and the calculation of the resulting
rate riders.

Response:

HHI settles the RPP in the following month but journal entries are recorded in the current
month.

All RPP clients are charged with the 1% estimates.

Exhibit 9, page 39 line 11 should mention 1%t estimate rate, not 2" estimate rate.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-Staff-92
Ref: Exhibit 2/ section 2.1.2/ pages 12-13

In its application, Hydro Hawkesbury proposes to refund the revenue requirement
equivalent in the amount of $304,488 due to a delay of the in-service date of two
transformers as part of a 110kV TS upgrade. Hydro Hawkesbury noted that the asset
went into service on May 1, 2017.

OEB staff notes that the assets were included in rate base from effective March 1, 2014.

a) Please explain why Hydro Hawkesbury chose to calculate the refund the period
from May 1, 2017 to December 31, 2017 given that the asset were in service and
update the calculation if necessary.

Response:
HHI has replicated the excerpt in question below;

Since the 110-kV project was not in service until May of 2017, HHI is proposing to
refund the ICM rate rider amount collected from March 1, 2014, to December 31, 2017
(emphasis added), essentially refunding the entire amount associated with the 110-kV
project (the “110 kV rate rider refund amount”) back to its customers.

As indicated in the excerpt above, HHI is requesting to refund from March 1, 2014 (rates
in effect in HHI's 2014 Cost of Service) to December 31, 2017 (sunset date of existing
rates)
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

O-Staff-93

Hydro Hawkesbury is proposing to refund this amount through class specific volumetric
rate riders. The refund for the residential rate class amounts to a revenue requirement
equivalent of $103,553.

As per the OEB'’s policy on residential rate design? distributors are expected to establish
new rates for the residential rate class through a fully fixed rate design.

b) Please calculate the 110kV refund rate rider for the residential customer class
using a fully fixed rate design to refund.

Response:

The rate rider under a fully fixed rate in effect over 12 months would be $1.79/mon
($105,553/4,836/12).

a)

1 EB-2012-0410, Board Policy: A New Distribution Rate Design for Residential Electricity Customers
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Hydro Hawkesbury Inc. Response to Interrogatories

November 13, 2017

9-Staff-94

Ref: Tab 1 of LRAMVA Work Form

Tab 2 of LRAMVA Work Form; 2014 COS Load Forecast Worksheet (CDM

Calculations tab)

Hydro Hawkesbury applied for a debit balance of $39,039.24 for lost revenues
associated with new CDM programs savings between 2013 and 2015, including
persisting savings from 2013 and 2014 in 2015, and carrying charges. As noted in
LDC’s 2018 COS application, the LRAMVA request pertains to disposing of balances
related to 2013-2015.

In the LRAMVA work form, Hydro Hawkesbury included the following amounts for
forecast CDM savings used for comparison against actual program results: 1,451,129
kWh in 2013, and 1,451,129 kWh in 2014, and 1,271,383 kWh in 2015.

b)

c)

d)

f)

Please confirm the LRAMVA threshold approved in the 2010 COS application.
Please also provide the rate class specific breakdown of the 2010

LRAMVA threshold, as it appears the 2010 LRAMVA threshold amount

was not reflected in Tab 2.

Please update your application using the approved LRAMVA threshold from
the 2010 cost of service application in the calculation of 2013 LRAMVA
amounts.

Please confirm the LRAMVA threshold approved in the 2014 COS application
and the rate class specific breakdown of the 2014 LRAMVA threshold.

Please discuss why LDC has used the following

LRAMVA thresholds: 2014 — 1,451,129 kWh

2015 - 1,451,129 kWh

Please update your application using the approved LRAMVA threshold in the
2014 COS application in the calculation of 2014 and 2015 LRAMVA amounts.
Please ensure that the rate class breakdown of forecast CDM savings
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Hydro Hawkesbury Inc.

g)

Response to Interrogatories
November 13, 2017

corresponds with the approved 2014 LRAMVA threshold.

In making the corrections to e) above, please correct the forecast lost revenue
amounts in Table 3-a so they are expressed as positive amounts (i.e., the values
in rows 29 and 30). Note that the forecast lost revenues for 2014 and 2015 will
be converted to negative amounts in Tab 1, which will be used to offset actual
savings in the summary table.

Response

f)

a) HHI's 2010 CoS application did not include an LRAMVA threshold.

b) Same as a)

c) Same as a)

d) HHI is not seeking to dispose of 2013 balances. Only 2014-2016

e) HHI originally used the individual threshold for each year as calculated in the

Board Appendix in 2014. The utility has since then updated the new 2018
LRAMVA model to reflect the total threshold of 4,305,223.

This issue was corrected when HHI populated the new LRAMVA model which
is filed along with these responses.

g) HHI believes that this issue was corrected when HHI populated the new

LRAMVA model which is filed along with these responses.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

O-Staff-95

Ref: Tab 3 of LRAMVA Work Form

It appears that the number of months in period 1 (row 18) have not been entered
correctly. In order to convert rates to a January to December year equivalent, the
number of months should capture the amount of time from January to the start of
Hydro Hawkesbury’s rate year. If rates were implemented in May, four months should
be entered in row 18 to reflect the rate effective for the first four months of the year.

a) Please confirm accuracy of the entries in row 18, in particular cells H18 and I19.
b) As shown in Tab 2, it appears that Hydro Hawkesbury previously allocated
CDM savings to the streetlights, sentinel lights and unmetered scattered
loads customer classes.
c) Please confirm whether the distribution rates pertaining to streetlights,
sentinel lights and unmetered scattered loads should be filled out in Table
5.
d) If yes, please provide the missing distribution rates related to other customer
classes that were previously allocated forecast CDM savings amounts.

Response

a) This issue was corrected when HHI populated the new LRAMVA model which
is filed along with these responses.

b) No IR to respond to

c) Same as a)

d) Same as a)
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

O-Staff-96

Ref: Tab 4 of LRAMVA Work Form

a) Please confirm that the distributor has relied on the IESO’s savings results
in completing the savings work forms in Tab 4 and 5.

b) Please submit an excel copy of Hydro Hawkesbury’s Verified Results
Report issued to the distributor from the IESO.

c) Please provide the rate class allocation factors for 2014 (Table 10). By doing
so, Table 10 will auto-populate values for the persistence of 2014 savings
into 2015.

Response

a) Confirmed

b) The 2016 verified results are filed along with these responses.

c) HHI believes that this issue was corrected when HHI populated the new
LRAMVA model which is filed along with these responses. HHI notes that it
has not applied persistence from its 2014 results as the programs have been
replaced by the 2015-2020 framework.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

O-Staff-97

Ref: Tab 6 of LRAMVA Work Form

a) Please confirm whether you have relied on the persistence rates confirmed by
the IESO.

b) Please discuss the appropriateness of including persistence rates of 1 into
future yearsfrom 2013 to 2015 for both energy and demand related
savings.

c) Please adjust the persistence tables, as appropriate, to include more detailed
persistence rates (more than 1 decimal place).

Response

a) HHI confirms that it has used the 2016 verified report and its persistence
results as inputs to the new LRAMVA model.

b) HHI has not included persistence from its legacy programs (2011-2014) in the
newly populated model.

c) The persistence was copy/pasted with the information provided in the IESO
2016 verified results.The report does not include decimals.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

O-Staff-98
Ref: Tab 7 of LRAMVA Work Form

As part of the LRAMVA disposition, Hydro Hawkesbury indicated that it would collect
carrying charges up to April 30, 2015. Based on Tab 7 of the work form, it should
amount to $147.68 in carrying charges collected up to the period ending April 30,
2015. However, Hydro Hawkesbury has collected $362.99 in carrying charges up to
the period ending December 30, 2015, which was the amount confirmed in the
LRAMVA application and work form.

a) Please confirm the period of the carrying charges to be included in the
disposition.

b) Please confirm the updated carrying charges amount, taking into consideration
updates to Tab 1 that affect the carrying charges calculation in Tab 7.

c) Please re-file an updated LRAMVA work form with all changes noted above.

Response

a) Carrying charges are determined in the OEB’s LRAMVA model and are
calculated up to December 2016.

b) See response to a)

¢) HHI confirms that it has used the 2016 verified report and its persistence
results as inputs to the new LRAMVA model.
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9.0-VECC-38

Reference: Exhibit 9, Section 9.8.1, page 29

a) Please confirm that in HHI's last cost of service application, EB-2013-0139,
the Utility sought to defer implementation of IFRS.

b) Please provide the EB- 2013-0139 application reference supporting the
statement: “[A]s was presented in HHI's 2014 Cost of Service, the
difference in depreciation due to the adoption of new useful lives was
recorded in account 1575 and amortized over four years.”

Response

a) Confirmed. In its last Cost of Service HHI opted to defer IFRS until the
province and OEB mandated it. (implemented globally on January 1
2015).That said, HHI notes that it adopted the new MIFRS depreciation rates
on January 1, 2013 as per mandated by the OEB. The last cost of service
application was approved on the basis of the new rates.

b) HHI confirms that the difference in depreciation due to the adoption of new
useful lives was recorded in account 1576 not 1575 as indicated in the
evidence and was recovered over 1 year. (screenshot from model filed as

part of the draft rate order).

Appendix 2-EE
Account 1576 - Accounting Changes under CGAAP
2013 Changes in Accounting Policies under CGAAP

A the appli made capitalization and depreciation expense ing policy changes under CGAAP effective January 1, 2013
2010 2014
Rebasing Rebasing
Year 2011 2012 2013 Year 2015 2016 2016 2017
CGAAP | IRM | IRM i | COAAP oy IRM IRM IRM
Reporting Basis ASPE
Forecast vs. Actual Used in Rebasing Year Forecast| Actual | Actual | Forecast | Forecast
3 5 3 5 3 3
PP&E Values under former CGAAP

Opening net PP&E - Note 1 5,334 47
MNet Additions - Note 4 23508
Net Depreciation (amounts should be negative) - Note 4 -226.83
Closing net PP&E (1) 5.342.73

PP&E Values under revised CGAAP (Starts from 2013)
Opening net PP&E - Note 1 5,334 4T
MNet Additions - Note 4 23508
Net Depreciation (amounts should be negative) - Note 4 -195,33
Closing net PP&E (2) 5,374.22

Difference in Closing net PP&E, former CGAAP vs.
revised CGAAP 31497

Effect on Deferral and Variance Account Rate Riders

Closing balance in Account 1576 - 31497 WACC 5.98%
Return on Rate Base Associated with Account 1576
balance at WACC - Note 2 - 1884 # of years of rate rider

Amount included in Deferral and Variance Account Rate Rider Calculation - 33381 disposition period 1
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Hydro Hawkesbury Inc. Response to Interrogatories
November 13, 2017

9-SEC-26
[Ex.9, p.29] With respect to the transition to MIFRS:

a. [EB-2013-0139, Ex. A, p.11] Please confirm that the Applicant sought a deferral
to transition to IFRS in its last cost of service application.
b. Please provide a reference to the Board’s approval of the Applicant’s transition to

IFRS.
c. Please provide a reference to where in the Applicant last cost of service

application (EB-2013-0139) it sought to recorded the difference in depreciation
due to new useful lives in account 1575 and amortized them over 4 years.

Response

a) See response to 9.0-VECC-38
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