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January 26, 2018
Ms. Kirsten Walli

Secretary
Ontario Energy Board
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Toronto, ON.
M4P 1E4
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EB-2017-0051 - Hydro One Remote Communities Inc. 2018 Revenue Requirement and Rates
Application — Responses to Interrogatory Questions

Please find attached an electronic copy of responses provided by Hydro One Remote Communities Inc.

to interrogatory questions. Two (2) hard copies will be sent to the Board shortly.

The interrogatory responses have been filed by the following Intervenors:

Tab 1 Board Staff

Tab 2 Energy Probe

Tab 3 Vulnerable Energy Consumers Coalition (VECC)
Tab 4 Opiikapawiin Servies LP (OSLP)

An electronic copy of the interrogatories has been filed using the Board’s Regulatory Electronic

Submission System.

Sincerely,

ORIGINAL SIGNED BY FRANK D'ANDREA

Frank D'Andrea

Attach.

¢ Intervenors (electronic)
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OEB Staff - Interrogatory # 1

Reference.

Exhibit A/ Tab 3/ Schedule 1/ Page 9

Interrogatory:

In the list of Specific Approvals Requested, Hydro One Remote Communities Inc. (Remotes) is

seeking approval for specific service charges.

Please confirm that there are no changes to the specific service charges requested and Remotes is

seeking approval to continue the existing service charges.

Response.
So confirmed.
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OEB Staff - Interrogatory # 2

Reference.
Exhibit A/ Tab 3/ Schedule 1/ Page 7 and Schedule 2 / Page 4

Interrogatory:

The application notes that at the time of Remotes’ last cost of service application in 2012, eight
communities were in connection restrictions. Remotes has worked with Indigenous and Northern
Affairs Canada (INAC) and First Nation communities to address the need for community
growth. Only one community is currently facing restrictions and a project is planned starting in
2018, to remove the connection restriction in that community. However, in another section of the
application (Schedule 2, page 4, lines 14-15), Remotes has indicated that at this time, only two
communities remain in connection restrictions.

Please reconcile the discrepancy in the evidence and clarify the number of communities that face
connection restrictions.

Response.
At the time of the filing, two communities were in connection restrictions, so the reference to one

community in Exhibit A, Tab 3, Schedule 1 was incorrect. The connection restriction in
Kingfisher Lake was removed in September, 2017.
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OEB Staff - Interrogatory # 3

Reference.
Exhibit A/ Tab 6 / Attachment 3 / Report on Customer Service Research / Page 4

Interrogatory:

In the application, Remotes has provided survey results from the telephone survey conducted by
Viewpoints Research. The research indicates that awareness of the Low-Income Energy
Assistance Program (LEAP) is 33% while one in four is aware of the Ontario’s Electricity
Support Program (OESP).

What steps has Remotes taken to increase awareness of LEAP and OESP within the communities
it serves?

Response.
Remotes asks about customer awareness of these programs in order to track and improve

customer enrolment. In addition to the OEB’s and the Ontario Native Welfare Administrators’
Association (ONWAA) efforts to increase customer awareness of these programs, Remotes has
taken several steps to increase awareness including:

1. All dunning and collection related correspondence to customers includes information
about OESP and LEAP;

2. All customers who call into the office regarding overdue balances/payments/payment
arrangements are told about the programs and are encouraged to apply;

3. Information about the programs is included in Remotes’ newsletter to customers;

4. Letters explaining the programs were sent to Band Councils and to Tribal Councils
(technical advisors to the First Nations);

5. Letters explaining the program were sent to Ontario Works/Social Assistance Offices;

6. In customer presentations, Remotes includes information about Ontario Energy Board
Programs, describes the programs and shows the beneficial bill impact of OESP;
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7.

8.

ONWAA is Remotes’ LEAP provider and is also responsible for First Nation OESP
applications. Following the receipt of the most recent customer survey, Remotes
purchased radio ads that played on Wawatay Radio with a brief description of the
program and ONWAA'’s contact information; and

As part of the corporate initiative to transition to a new bill, Remotes plans a regular bill
message including ONWAA'’s phone number and saying “Having trouble paying your
bills? Help is available. The Ontario Electricity Support Program can be accessed by
calling 1-844-885-3157.”
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OEB Staff - Interrogatory # 4

Reference.
Exhibit A/ Tab 5/ Schedule 2 / Pages 1-8

Interrogatory:

Remotes has provided information about its reliability indicators, specifically the System
Average Interruption Frequency Index (SAIFI) and the System Average Interruption Duration
Index (SAIDI).

The service reliability indicators (SAIDI and SAIFI) excluding loss of supply have not shown
improvement over the years. In fact, SAIDI has worsened in 2015 and 2016. Please indicate the
measures that Remotes has implemented and intends to implement to improve SAIDI and SAIFI
indicators going forward. Please provide a detailed response.

Response.
Due to geographic challenges and our small business size it is unlikely that service reliability

indicators will significantly improve over current levels of service, without significant
investment in both equipment and resources. Reliability and all outages are reviewed regularly
by the Remotes Outage Committee (“ROC”). The committee reviews our trouble response,
defects, equipment in service, outage planning, etc. in an effort to reduce unexpected outages and
our corresponding impact on the customers. Previous investments such as bird protection, viper
switches, enhanced SCADA alarms, generation replacements are all examples of actions
discussed and initiated through ROC recommendations.
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1 OEB Staff - Interrogatory #5

3 Reference:
Exhibit A/ Tab 5/ Schedule 2 / Pages 1-8

[&)]

6 Interrogatory:

7 Remotes has referred to some major outages that have impacted its reliability indicators. In many
8  cases, the emergency was compounded by a delay in securing a plane to fly to the community.

9

10 a) When a major outage occurs, what are the steps involved in restoring power to the
1 community?

12 b) What is the average length of a major outage before power is restored?

13 C) Has Remotes calculated the average cost of repairing a major outage? If yes, please
14 provide details and the average amount.

16 Response.

17 a) Remotes considers a major outage as a community outage that lasts longer than 4 hours.
18 The response to a major outage begins the same way as other outages. The Operators
19 normally contact Remotes’ staff when a power outage occurs. The operator and Remotes
20 staff person triage the issue. If the operator cannot resolve the problem, the on call staff
21 member calls the relevant distribution or generation staff to respond on site. The
22 responding staff make a plan to go to site and secure the necessary equipment and
23 transportation (depending on if it is road or air access). When a major outage occurs,
24 Remotes also completes the steps for customer notification described in Attachment 1.

25

26 b) Based on 2013-2017 data, the average length of a major outage is 564 minutes.

27

28 c) Remotes has not calculated the average cost to repair a major outage; however,

29 transportation costs alone mean that the cost is in excess of $10K.
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Form No.
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A Subsidiary of Hydro One inc. 04

Page:
20f5

Title:

CUSTOMER OUTAGE
NOTIFICATION

Issue Date: Oct, 2012

Review Date: Dec, 2019

Revision History

Revision # | Description of Revision Prepared by Issue Date

00 Draft Leslie Smith June 30/02

01 Identify major outage internal notification Jim February 25,
requirement and provide further direction Kirkpatrick/Una 2004
regarding external communication O'Reilly

02 Update for Manager, Customer Service Una O'Reilly April, 2007

03 Update for Manager of Customer Service and on Bob Giguere Oct, 2012
call to notify Managers of all unplanned outages
and planned outages >4 hours.

04 Reviewed. Reference to text & What's App Kevin Mann Dec, 2016
service made.

Note:

Should a review of this Policy result in no changes, the revision number will remain the same but the issue
and review dates will be modified on the title page. An entry will be made in the Document Revision
History table to reflect that the review occurred with no changes.

Hydro One Remote Communities

Dec, 2016
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Section 1 Customer Outage Notification

1.0 Policy

Hydro One Remote Communities will provide advance notice to customers and
communities of planned outages', when possible.

Hydro One Remote Communities will make every effort to keep customers and
communities informed during major prolonged unplanned outages.

2.0 Rationale

Notification of planned outages and communication to customers and communities
during major outages is intended to minimize and mitigate the disruption fo communities
and customers.

3.0 Scope

e Prior outage notification and communications will be targeted only to the community
or communities where outages are planned. Most planned outages are less than
four hours.

e Unplanned community outages are defined as major or minor. A minor unplanned
outage is less than four hours in duration. Major unplanned outages are longer than
four hours in duration.

Notification and communication during and after unplanned outages does not take

priority over and above public and employee safety, environmental protection and/or
the restoration of power.

4.0 Responsibilities

The supervisor in charge is responsible for notification and communication during both
planned and unplanned outages.

For planned outages and unplanned outages during regular office hours, the supervisor
in charge is either the Lines/Customer Service FLM or the Generation Mice &
Operations FLM. For unplanned outages, the supervisor in charge is the supervisor on

call (an FLM or UTS).

Hydro One Remote Communities
Dec, 2016
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Section 1: Customer Outage Notification

The Manager - Customer Service or the Manager - Generation is responsible for all
follow up communications, depending on the reason for the outage.

5.0 Procedure

5.1 Notification for Planned Outages

Communities will be given as much notice as possible (24 hours minimum) prior to
planned community outages. In First Nation communities, Hydro One Remote
Communities staff will consult with the Chief and Council in planning the timing of the
outage.

Notification/communication for planned community outages will be communicated to
customers through posted flyers, community contact/First Nation Band Office and local
radio where available. Critical and key customers are to be contacted by phone prior to
planned outages. Refer to the list of critical’/key customers included within the
Emergency Contact Listing and trouble manual.

For planned outages involving less than 10 customers, staff will go door to door to notify
customers prior to the outage.

For planned emergency outages involving more that 10 customers, best effort will be
made to notify Band office and local office.

Notification for planned outages will communicate the date, time, duration and reason
for the outage. (E.g. Generation, Distribution or Connections)

5.2 Communication During Unplanned Outages

During unplanned outages, Hydro One Remote Communities will attempt to maintain
communication with customers and key contacts within the community.

During office hours, frontline operations and maintenance staff receiving calls from
customers (i.e., COSRs, customer care representatives, etc.) are to be updated on a
continual basis, every one to two hours by the supervisor in charge. After hours, the
answering service should be advised by the supervisor on call of the outage response
plan and updated as required.

All customers that have called in to the office and/ or the answering service should be
advised of the outage situation (i.e., general cause) and plans to respond/expected
restoration time.

Hydro One Remote Communities
Dec, 2016
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Section 1 Customer Outage Notification

In the event of a major outage affecting the entire community (with an expected
restoration time greater than 4 hours), critical customers and key community contacts
are to be advised of the situation and Hydro One’s plan to respond. This communication
may be made by telephone and/or by utilizing the local agent in the community.

Critical customers and key community contacts are identified within the Local
Community Emergency Telephone Listing. Key community contacts include Police,
Local Government Services, Bell Canada and the First Nation. Critical customers are
defined as those who have a medical need.

The Supervisor in charge will immediately inform the Manager - Customer Service, the
Manager — Generation, the DCAM Superintendent and the Director of all unplanned
community outages (> 1 hr.) by email, text, What's App text, or phone detailing all
known relevant information (probable cause, restoration efforts, estimated restoration or
response time, etc.) and provide follow-up information as it becomes available including
when the power was restored. As well, those individuals listed above will be informed of
any planned outage >4hrs affecting the entire community.

5.3 Communication After Unplanned Outages

After an unplanned major outage, communication will be required through the First
Nation Band Office and/or in the case of a provincial/road/rail community, an identified
community contact. The content of the communication will depend upon the unplanned
outage circumstances (i.e., cause, Remotes’ response, prevention).

' Qutages

Outages can be planned or unplanned. Most planned outages are less than 4 hours.

Outages can affect an entire community, a “*community outage”, or a small number of customers.

Outages can be minor or major. Minor outages are less than 4 hours long. Major outages are more than
4 hours long.

Hydro One Remote Communities
Dec, 2016
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OEB Staff - Interrogatory # 6

Reference.
Reponses to Letters of Comment

Interrogatory:

Following publication of the Notice of Application and the Community Meeting, the OEB
received three letters of comment. Sections 2.1.6 of the Filing Requirements state that
distributors will be expected to file with the OEB their response to the matters raised within any
letters of comment sent to the Board related to the distributor’s application. If the applicant has
not received a copy of the letters or comments received at the community meetings, they may be
accessed from the public record for this proceeding.

a) Please file a response to the matters raised in the letters of comment referenced above.
Going forward, please ensure that responses to any matters raised in subsequent
comments or letter are filed in this proceeding. All responses must be filed before the
argument (submission) phase of this proceeding.

Response.
a) Please find the three letters of comment as Attachments 1-A, 2-A and 3-A, with the

responses attached as 1-B, 2-B and 3-B.
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Comments: * Please continue on back of form if necessary. In making your comment, please consider
telling us what you like.and do not like about the application, what you think could be improved or what
you think is missing.
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PRIVACY

By signing and giving this document to the Ontario Energy Board, you agree that your name and the
content of your letter will be put on the public record and the OEB website. However, your personal
telephone number, home address and email address will be removed. If you are a business, all your

information will remain public.

| have read the Ontario Energy Board’s privacy information and understand that my name and my

comment will be mad7w
Signatureﬁ/‘Z‘ K 5 ; Date: A/QU- %,/9@" /

Ontario Energy Board Letter of Comment Page 1
Version January 24, 2017
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Add Attachment (If you are attaching any documents please provide the information below)

Name of document;

Number of pages:
Name of document:

Number of pages:

e ——
Ontario Energy Board Letter of Comment

Page 2
Version January 24, 2017
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680 Beaverhall Place Page 1 of 1
Thunder Bay, ON P7E 6G9

Partners in Powerful Communities

January 18, 2018

Dear Mr. Hobischuk:

We are in receipt of your December 7, 2017 communication to the Ontario Energy Board regarding Hydro One
Remote Communities (Remotes) Rate application.

In making its application to the OEB, Remotes seeks to recover costs that will allow us to meet our customers’
needs for safe and reliable power, to ensure regulatory compliance, to maintain and operate the distribution and
generating assets that are required to produce power and to offer a high standard of customer service.

I am writing in response to your concern about winter service disconnections. As noted at the meeting, Remotes
does not perform service disconnections during the winter months. Remotes performs two
collection/disconnection trips to each community annually as needed. Trips take place in the spring, from May to
July and in the fall, from August to the end of October. Customers and Band Councils are notified frequently over
a period of months before service disconnections take place and are given multiple opportunities to enter into
payment arrangements and to access financial supports such as the Low-Income Emergency Assistance Program
or the Ontario Electricity Support Program.

It has been Remotes’ practice to reconnect customers within two weeks once their bills are paid. Historically,
most customers have paid their outstanding balances before winter. In 2017, the Ontario Energy Board issued
licence amendments to all Ontario distributors requiring services to be reconnected by December 1% if it is safe to
reconnect the service.

Respectfully,

Kraemer Coulter
Managing Director
Hydro One Remote Communities Inc.
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From: Beth Ponka (KINNA) [mailto:PonkaB@lao.on.ca] Page 1 of 2

Sent: Tuesday, November 28, 2017 3:23 PM

To: ConsumerVoice <ConsumerVoice@oeb.ca>

Cc: Chantal Walterson (KINNA) <WaltersC@lao.on.ca>; Susan Campbell (LCCLC) <campbels@lao.on.ca>
Subject: Proposed Rate Hike for Northern Communities

Ontario Energy Board
To whom it may concern:

| understand that Hydro One is considering an increase in hydro rates for several
northern communities, including many that are located within the District of Thunder
Bay.

Kinna-aweya Legal Clinic provides legal advice and assistance to low-income residents
of the District of Thunder Bay, particularly Aboriginal people, who need assistance with
poverty law issues. Our focus is on helping people get income maintenance benefits
and maintain access to housing.

Families are already struggling to maintain their housing. People cannot afford to pay
rent, pay utilities, and buy food.

It is unacceptable that Hydro One is proposing to further worsen this hardship. Many of
the people who would be affected live in Indigenous communities and are the most
impoverished residents of our District: meanwhile, generous salaries and profits are
being made by the hydro companies, using the resources that have been usurped from
the original inhabitants of Canada.

Please do not permit an increase in rates. Hydro companies must suppress their greed,
and if necessary, sharpen their pencils and look internally, rather than further
exacerbating the deep poverty and hardship that already exists in these communities.

Thank you for your consideration, Chi Miigwech.

Beth Ponka

Beth Ponka

Director of Administration | Kinna-aweya Legal Clinic
T: 807-766-7093 | F: 807-345-2842 | ponkab@lao.on.ca
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Toll free: 1-888-373-3309
Kinna-aweya Legal Clinic | 86 S. Cumberland Street | Thunder Bay, Ontario | P7B 2V3
Visit us online: kalc.ca | [ £|

This electronic transmission, including any accompanying attachments, contains confidential information
that may be legally privileged and/or exempt from disclosure under applicable law. It is intended only
for the use of the recipient(s) to whom it is addressed. Any disclosure, review, copying, other distribution
of the contents of this communication or taking any action on its contents by anyone other than the
intended recipient(s) is strictly prohibited. If you have received this communication in error, please notify
the sender immediately by return e-mail and permanently delete the copy you have received. Thank you.


https://www.facebook.com/pages/Kinna-aweya-Legal-Clinic/415382065163187
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680 Beaverhall Place Page 1 of 1
Thunder Bay, ON P7E 6G9

Partners in Powerful Communities

January 18, 2018

Dear Ms Ponka (KINNA),

We are in receipt of your November 28, 2017 communication to the Ontario Energy Board (OEB) regarding
Hydro One Remote Communities (Remotes) Rate application.

Remotes provides generation and distribution services to 21 off-grid communities in the remote north. Remotes is
100% debt financed and does not make a profit. Rates for our customers include both distribution and generation
services.

In making its application to the OEB, Remotes seeks to recover costs that will allow us to meet our customers’
needs for safe and reliable power, to ensure regulatory compliance, to maintain and operate the distribution and
generating assets that are required to produce power and to offer a high standard of customer service.

The costs to provide electricity to remote, off grid communities are high, due to the inaccessibility of the
communities, logistical challenges and fuel costs. Successive federal and provincial governments of all stripes
have recognized that off-grid communities are economically disadvantaged. Consequently, rates for residential
and commercial customers are kept affordable by capital contributions from Indigenous Affairs and Northern
Development Canada, from a cross-subsidy paid by government customers, and from Remote Rate Protection
monies. Remote Rate Protection is a fund established under provincial legislation and administered by the Ontario
Energy Board. As a result of these government supports, rate increases for customers in Remote Communities
have not exceeded the rate of inflation for the past 10 years.

Residential customers in Remotes’ service territory also have access to Ontario Energy Board programs to assist
them in paying their electricity bills. Lower-income customers are encouraged to apply for the provincial Ontario
Electricity Support Program that offers a monthly bill credit. Low-Income customers also have access to annual
grants to help them pay off overdue balances if they fall behind on bill payment.

In 2017, in recognition of indigenous contributions to the provincial electricity system, the provincial government
also implemented a First Nation Delivery credit. For First Nation residential customers living on reserve in
Remotes’ service territory, the First Nation Delivery Credit reduces the customer’s monthly service charge to
zero.

Respectfully,

Kraemer Coulter

Managing Director
Hydro One Remote Communities Inc.



Filed: 2018-01-26
EB-2017-0051
Exhibit 1-01-06

.._ : Attachment 3A
Page 1 of 2
ONTARIO ENERGY BOARD
k=3 LETTER OF COMMENT

ommm Enorgy Commlmum do I'nergio
do I'Onlanio « .
*required fields please print

Case Number: *EB-2017-0051
First Name: V“j (o & Last Name: | (= © [

Company Name:

phone Number: *_ [

Email Address:

Address:

Comments: * Please continue on back of form if necessary. In making your comment, please consider
telling us what you like and do not like about the application, what you think could be improved or what
you think is missing.
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PRIVACY

By signing and giving this document to the Ontario Energy Board, you agree that your name and the
content of your letter will be put on the public record and the OEB website. However, your personal
telephone number, home address and email address will be removed. If you are a business, all your
information will remain public.

| have read the Ontario Energy Board’s privacy information and understand that my name and my
comment will be made public.

Signature: %——( Date: __ /N o Z?//7

Ontario Energy Board Letter of Comment Page 1
Version January 24, 2017
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information will remain public.

| have read the Ontario Energy Board's privacy information and understand that my name and my
comment will be made public.
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Dear Ms. MacLaurin,

We are in receipt of your November 29, 2017 communication to the Ontario Energy Board regarding
Hydro One Remote Communities (Remotes) Rate application.

Remotes provides generation and distribution services to 21 off-grid communities in the remote north.
Remotes is 100% debt financed and does not make a profit. Rates for our customers include both
distribution and generation services.

In making its application to the OEB, Remotes seeks to recover costs that will allow us to meet our
customers’ needs for safe and reliable power, to ensure regulatory compliance, to maintain and operate
the distribution and generating assets that are required to produce power and to offer a high standard of
customer service.

Remotes rate application also includes costs for shared services that are allocated to it from Hydro One
based on established methodology. The $30 million in corporate management costs that you refer to in
your letter do not have a material impact on Remotes’ revenue requirement or on customer rates in its
service territory.

The costs to provide electricity to remote, off grid communities are high, due to the inaccessibility of the
communities, logistical challenges and fuel costs. Successive federal and provincial governments of all
stripes have recognized that off-grid communities are economically disadvantaged. Consequently, rates
for residential and commercial customers are kept affordable by capital contributions from Indigenous
Affairs and Northern Development Canada, from a cross-subsidy paid by government customers, and
from Remote Rate Protection monies. Remote Rate Protection is a fund established under provincial
legislation and administered by the Ontario Energy Board.

As a result of these government supports, rate increases for customers in Remote Communities have not

exceeded the rate of inflation for the past 10 years.

Respectfully,

Kraemer Coulter

Managing Director
Hydro One Remote Communities Inc.
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OEB Staff - Interrogatory # 7

Reference.
Hydro One Transmission 2017 and 2018 Revenue Requirement and Charge Determinant
Decision and Order (EB-2016-0160)

Interrogatory:

In the Hydro One Transmission Decision referenced above, the OEB disallowed the costs
attributable to the Ombudsman Office in rates. How does this decision impact the Shared
Services costs that Remotes has included in 2018 rates?

Response.
Remotes was not allocated any costs attributed to the Ombudsman Office. Therefore, the

Decision in EB-2016-0160 does not affect Remotes’ rates.
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OEB Staff - Interrogatory # 8

Reference.
Exhibit B / Tab 1/ Distribution System Plan (DSP), Pages 11-12

Interrogatory:

Remote has provided a list of its Conservation and Demand Management (CDM) programs over
the past five years. Most of the programs listed have been discontinued due to poor intake or due
to difficulty in engaging Band Councils as partners. Remotes has further noted on page 97 of its
DSP that Remotes’ customers have expressed a disinterest in CDM and shown a preference
toward renewable energy generation.

a)

b)

In Remotes’ opinion, what are the main factors for the poor uptake of CDM programs
over the years? Has Remotes considered including questions in its customer satisfaction
survey to explore the reasons for the limited interest in CDM programs within the
communities?

If Remotes’ customers are not interested in CDM programs, has Remotes considered
reducing the budget for CDM programs?

Remotes has provided a description of a number of these programs: Community
Conservation, Main-in-rebate, commercial lighting retrofit etc. Which of the programs
are funded by IESO or INAC? Are any programs funded by Remotes? If yes, please
provide details including costs.

Response.

a)

As noted in the DSP, Section 1.4.4.3, page 12 and 13, Remotes’ customer base consists
primarily of residential customers and lacks large commercial and industrial segments
that provide material CDM program attainments for the rest of the province. Given the
logistical challenges of appliance exchange programs in the north, Remotes and IESO
residential programs focussed mainly on basic conservation items such as LED and
Christmas light exchanges, wrapping hot water tanks and water pipes and on power
saving items such as block heater timers. These programs were based on hiring local
community members and keeping them employed to engage customers in the programs.
There are limited opportunities for continued growth in these types of programs given the
small size of each community. Customers have also faced generation constraints for
many years and some may believe that conservation is tied to capacity limits as opposed
to energy efficiency. Remotes believes that the rebate program it currently offers should
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continue to be available to its customers. In terms of renewable energy, Remotes
customers are excited by economic opportunities for renewable energy development and
want to see their communities benefit from the green energy economy. Customers also
support replacing diesel with power from renewable sources. The community energy
plans funded by the federal government and by the IESO have also shown community
interest in renewable energy development.

b) Yes. Remotes has reduced the budget for CDM.

c) The programs described in the DSP, Section 1.4.4.1 are all programs funded by Remotes’
ratepayers as follows:

Board L
Category Approved Historic (Actuals)

2013 2013 2014 2015 2016 2017
CDM 565 398 404 144 14 57
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OEB Staff - Interrogatory # 9

Reference:
Exhibit B/ Tab 1/ DSP, Pages 14-15

Interrogatory:

The evidence notes that the provincial government plans to connect 16 remote communities to
the transmission system. Nine of these communities are presently served by Remotes and seven
are operated by Independent Power Authorities (IPAs). The provincial and federal governments
have indicated that all communities must be served by a licensed distribution company to
connect to the grid. Five IPAs have requested service from Remotes.

a)

b)

c)

When the nine communities that are presently served by Remotes move to receiving
power from the transmission system, would they continue to be distribution customers of
Remotes? Please provide a detailed response.

When the 16 communities are connected to the transmission system, will the number of
customers served by Remotes (distribution) increase or decrease?

Assuming the communities are connected to a transmission system as per the timing in
the North of Dryden Integrated Regional Resource Plan, what would be the impact on
Remotes’ revenues and load for the period 2017 to 2022?

Response.

a)

b)

Yes. Based on discussions to-date with the communities and with the federal and
provincial governments, Remotes would continue to own and operate the distribution
assets in Bearskin Lake, Kasabonika Lake, Kingfisher Lake, Kitchenuhmaykoosib
Innninwug (Big Trout Lake), North Caribou Lake (Weagamow), Sachigo Lake,
Wapekeka, Deer Lake and Sandy Lake. The customers in those communities would
continue to be distribution customers of Remotes.

Based on discussions to-date with the communities and with the federal and provincial
governments, when the transmission project is complete and in-service, the number of
customers is expected to increase. The seven communities that currently operate
Independent Power Authorities have written to the Minister of Energy to request service
from Remotes. These communities include 1) Muskrat Dam, 2) Wawakapewin, 3)
Wunnumin Lake, 4) Keewaywin, 5) North Spirit Lake, 6) Poplar Hill and 7) Pikangikum.
Based on discussions with the communities and on asset inspections undertaken to date,
Remotes assumed that it would take over generation and distribution service to
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Wunnumin Lake in 2020, prior to transmission connection, as shown in Exhibit B, page
9, Table 1-3. Remotes anticipates taking over service to Pikangikum in 2019, as shown in
in Exhibit B, page 9, Table 1-3.

Transmission service to all 16 communities is not included in Remotes’ near-term plan as
the project timing is uncertain. As indicated in the provincial Long Term Energy Plan,
released in late October 2017, the provincial government is “Advocating for a fair cost-
sharing arrangement with the federal government that ensures the project is fully funded
and can proceed to construction.” Consequently, Remotes has not yet made detailed
budgeting assumptions related to the completed transmission project and the costs and
revenues related to serving transmission-connected customers are not included in the
2018 revenue requirement. When the transmission project is in service, Remotes would
expect to reduce its revenue requirement significantly related to lower diesel fuel and
lower generation maintenance.
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OEB Staff - Interrogatory # 10

Reference.
Exhibit B/ Tab 1/ DSP, Page 20

Interrogatory:

Remotes has provided a summary of cost savings for the years 2017-2022 (Table 2-4). The
sources of cost savings includes Winter Road Fuel Savings, First Nation Fuel Savings, Meter
Reader Savings, Operator Savings and Webshare Savings.

Please provide a more detailed explanation of how the cost savings will be achieved and how
they are calculated?

Response.
Winter Road and First Nations Fuel Savings

The cost savings are computed based on the quantity and unit cost of trucking fuel over winter
roads and comparing within that same period, the same quantity and unit cost by flying it in.
Similarly, First Nation fuel savings is the cost difference between trucking fuel in over winter
roads and storing it in First Nation tank farms compared to flying it in.

Meter Reader Savings

The costs savings are determined by calculating the cost of a local person performing the work in
the community (as per meter reading contracts, which is based on the number of meters read
multiplied by the rate per meter) compared to a Remotes employee doing that same task, which
is based on the technician labour hourly rate multiplied by the number of hours to complete the
meter readings, plus travel costs.

Operator Savings

The costs savings are determined by calculating the cost of a local person performing the work in
the community (as per operator contracts) compared to a Remotes employee performing that
same task, which is based on the technician labour hourly rate multiplied by the number of hours
worked per week, plus travel costs.
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Webshare Savings

The cost savings were calculated based on reduced number of flights flying to site for tasks such
as preliminary design updates. There is also less idle time spent travelling / flying to site,
resulting in more time doing direct design work.

How cost savings will be achieved are as follows:

Winter Road and First Nations

Remotes negotiate annual agreements with First Nations for fuel purchase and storage. Prices
vary due to commodity volatility, haul distances on winter roads, road tolls and community
negotiating efforts. In all cases the price to haul fuel in over winter roads is cheaper than to fly it
in. There is also the added benefit of reliability of supply once the fuel is delivered and
available.

Remotes operations front line manager maintains contact with the fuel delivery company before
and during the winter road season to discuss logistics as to where fuel is being delivered and the
status of the winter road. Weather factors in greatly as to length of the season and days in
between that the roads are passable (often warm spells may cause road closures for several days
midseason). When fuel is purchased from the community, they coordinate all winter road
logistics without Remotes involvement.

Meter Readers

Meter reading contracts are established with either the First Nation band or individuals living
within the community. The meter reading contract lays out expectations and requirements related
to the provision of the service. Meter readers are paid on a piece meal, per meter read basis.
Once contracts are established on-site training is performed. Training includes meter
identification, reading meters, hazards, and paperwork requirements, etc. As per the monthly
billing cycles, readers are provided input sheets, perform the reads and return them to the office.
Once the meter reads are in, the meter reading service provider is paid accordingly. Having
locals complete this work provide significant travel and labour savings and disruption over
having to send a technician to site.

Operators
Operator contracts are established with either the First Nation band or individuals living within

the community. The operator contract lays out expectations and requirements related to the
provision of the service.
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Operators are paid on a monthly basis. Once contracts are established, on-site training is
performed and annually thereafter. Training includes minor generator maintenance procedures
for changing oil and filters, inspections, operation and control of the station, spill and emergency
response, fueling operations, waste management, safety and environmental responsibilities,
hazards, and paperwork requirements, etc. Having locals complete this work provide significant
travel and labour savings and disruption over having to send a technician to site.

Webshare

The cost savings are determined by calculating the cost of air transportation to site and the
Remotes employee performing that task of gathering and confirming the information required,
which is based on the technician labour hourly rate multiplied by the number of hours worked
per information required. An estimate of the number of times that this software is used in lieu of
travel was gathered from the engineering, operations and maintenance staff. This cost per visit
was multiplied by the estimated number of times the information is required and Webshare is
used.
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OEB Staff - Interrogatory # 11

Reference:
Exhibit B/ Tab 1/ DSP, Page 21

Interrogatory:
Remotes has listed some of the initiatives undertaken to reduce costs. Usually, Remotes reads its
own meters but contacts the First Nation band councils for local employment.

Has Remotes considered installing smart meters to allow it to read meters remotely and
recognize cost savings?

Response.
Remotes has not conducted a detailed cost/benefit analysis of smart meter technology in its

communities. Remotes customers do not pay TOU rates and Remotes operates outside of the
provincial Smart Meter regime. In order to use smart-enabled meters, Remotes would need to
install a smart meter network within each community to transfer readings from customers to a
central point, and would also have to install infrastructure from that central point to the Thunder
Bay office. The complexity and logistical challenges related to enabling communications
infrastructure projects in the remote north would likely make the project more costly than in an
urban centre, where communications infrastructure is already present. Remotes further notes that
the communities it serves are economically disadvantaged. Opportunities for local employment
are a priority for community leadership and for customers.
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OEB Staff - Interrogatory # 12

Reference.
Exhibit B/ Tab 1/ DSP, Page 23

Interrogatory:
Remotes has indicated that INAC is responsible for funding generation and distribution capital
upgrades associated with load growth in First Nation communities served by Remotes.

For capital projects that receive funding from INAC, does Remotes add the cost of the projects to
rate base?

Response.
No. These projects are considered contributed capital and are not included in rate base.
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OEB Staff - Interrogatory # 13

Reference:
Exhibit B/ Tab 1/ DSP, Page 24, Lines 35-40

Interrogatory:

Remotes has indicated that there is a lack of skilled trades contract resources living in the
communities, and there are very few contractors who work in them. Remotes employs regular
and casual staff, apprentices and contract staff to complete capital and maintenance work. Work
in the communities requires a number of different skilled trades including line maintainers,
distribution technicians, environmental technicians, mechanics, electricians and carpenters who
specialize in distribution system upkeep, generator upkeep and civil construction.

Does Remotes provide any training within the communities to increase or develop the skills of
locals within the communities? If yes, please elaborate on the kind of training provided and the
benefits to Remotes of these initiatives.

Response.
Remotes employs and provides training to plant operator/agents that live in the community.

Training includes:
e Minor generator maintenance procedures for changing oil and filters.
e Maintenance inspection procedures.
e Control of the station, i.e. start stop generators.
e Spill and other emergency response.
e Fuelling operations.
e \Waste management.
e Safety and environmental responsibilities.
Remotes main benefits are cost savings and quicker emergency response time.

Remotes also employs and provides training to local meter readers that live in the community.
Training includes:

e Meter identification

e Meter reading and data collection

e Account verification and documentation

e Theft of power, meter damage, etc.

e Safety and environmental responsibilities
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Remotes main benefits are cost savings over the deployment of regular staff and quicker
response times for check or re-reads as well as employment to the community.

Remotes does also employ occasional labourers and the training and oversight provided would
be unique to the job at hand. Remotes main benefits are cost savings over the deployment of
regular staff as well as employment to the community.
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OEB Staff - Interrogatory # 14

Reference.
Exhibit B/ Tab 1/ DSP, Page 33

Interrogatory:

The DSP indicates that Remotes performed a considerable amount of work to help the northern
IPAs prepare for anticipated grid connection. Based on the proposed transmission line route, the
IPAs would be connected before any of the communities served by Remotes are connected.

Was Remotes compensated for the considerable amount of work undertaken to help the northern
IPAs prepare for anticipated grid connection? If yes, how were these costs calculated and
accounted for?

Response.
Hydro One Remotes management team has been in active discussions with multiple

communities, including those not currently served by Remotes related to grid preparation
connection. Costs related to discussions with these communities fall under customer service
programs, namely community relations. Data and information has also been provided as
requested and recouped through existing programs.

Remotes was compensated for the work undertaken to help the northern IPAs prepare for the
anticipated grid connection related to asset condition assessments. This work involved sending
technical and trade staff in cooperation with the ESA to identify any asset defects requiring
correction prior to Remotes providing service. The costs are calculated based on the actual costs
incurred to carry out the service including labour and travel costs. There is an external mark-up
percentage applied to the overall costs to recover corporate overheads and return on invested
capital (interest and expenses). The revenue and expenses for the community assessments are
included in Appendix 2-H Other Operating.
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OEB Staff - Interrogatory # 15

Reference.
Exhibit B/ Tab 1/ DSP, Page 33

Interrogatory:

The Filing Requirements indicate that applicants must provide a discussion on how customers
were informed of 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. OEB staff notes that
Remotes did not include the "value of those proposals to customers i.e. costs, benefits, and the
impact on rates.” The only information provided is results from a customer survey that is limited
to measuring customer satisfaction.

a)

b)

Please provide a more extensive explanation of the value that was provided to customers
of the proposals that were being considered for inclusion in this 2018 cost of service
application. i.e. costs, benefits, and the impact on rates.

Please specifically state how customers’ feedback informed and were incorporated into
the main elements of Remotes 2018 cost of service application such as capital
expenditures, business plan and OM&A costs.

What forms of outreach were employed to explain how the current application serves the
needs and expectations of customers?

d) Please identify any initiatives considered and/or undertaken by Remotes, including any
analysis conducted, to optimize plans and activities from a cost perspective, for example,
balancing cost levels of OM&A versus capital.

Response.
a) Remotes notes that its customers do not pay rates that are based on cost. Consequently,

the rate impact of specific capital and OM&A projects to be included in revenue
requirement were not discussed with end-use customers. Instead, Remotes asked end-use
customers about their priorities in terms of electricity service, including reliability,
environmental protection, customer service and affordability.

Remotes’ approach to discussing service and value with Band Councils, who are also
end-use customers, is generally more comprehensive in terms of costs and benefits. For
example, discussion on purchases of First Nation fuel focus not only the economic
benefit to the First Nation but also on the benefit to Remotes (and the ratepayers who
support RRRP). Similarly, discussions on service reliability and the need for investments
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b)

d)

in regular maintenance in assets also take place. As highlighted in the DSP, Band
Councils are closely involved in all projects related to load growth as these projects are
federally funded and the Band Council must request the funding from INAC.

Please see Section 4.6 of the DSP pages 87-92 for lists of specific work activities
undertaken in response to end-use customer engagement and reflected in this application.

Most outreach occurred prior to the preparation of the application, at the time the
business plan and underpinning work programs were determined. As outlined in Section
4.6 of the DSP and in the Schedules under Exhibit A, Tab 4 Remotes discussed its work
program and activities with end-use customers through:

e Regular band/community meetings to discuss community needs and projects;

e A workshop with end-use customers organized in cooperation with OSLP; and

e A Customer Advisory Board meeting to determine customer priorities.
Remotes notes that end-use customer outreach was also undertaken by OEB staff as part
of the notice for the application, including a community meeting, community posters,
letters and phone calls to customer contacts and band councils, media outreach and
advertisements.

In general, Remotes has more needs and work than it can reasonably accomplish. Every
year the teams work to identify projects in priority order, so that our work is spent on the
projects providing the most impact to our strategic goals and customers. Remotes also
actively works with Band Councils and INAC to get funding to increase system capacity
(which reduces ratepayer costs). Generally, OMA vs. Capital decisions are also made
based on the cost benefit of repairing or replacing.
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1 OEB Staff - Interrogatory # 16

3 Reference:
Exhibit B/ Tab 1/ DSP, Pages 45-46

[&)]

6 Interrogatory:

7 Remotes is planning to install new viper switches on its distribution system to protect upstream
8 customers from downstream faults and to improve the cold load pick up capability of the system.
9

10 a) What is the timeline of installing the new viper switches?

1 b) What is the total cost of installing the new viper switches and what portion of these costs
12 are included in the 2018 Test Year?

13

14 Response.

15 a) Upfront engineering and investigation work is required in order to identify the preferred
16 communities as well as preferred location. Viper ordering timelines are generally 3
17 months until delivery since they are specific specialized items. Viper switches also
18 require approximately 1 week of programming and testing prior to installation. The
19 physical installation of Viper switches generally takes less than two weeks depending on
20 the location and structure chosen. Larger replacements poles are often required to allow
21 for appropriate clearances. Overall, once a viper location is selected it would take 4+
22 months until it is in service, provided the work schedule allows for it.

23

24 b) The total cost of installing a viper switch in a Remote community is approximately $50-
25 $75K. It is expected that 1 to 2 viper switches will be installed annually starting in 2018

26 and beyond, until such time as most mid to larger sized communities are addressed.
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OEB Staff - Interrogatory # 17

Reference:
Exhibit B/ Tab 1/ DSP, Pages 48

Interrogatory:

Remotes tracks its distribution losses as the difference between the energy generated and energy
sold, measured as a percentage of the total energy generated (all in kWh). The target for the
metric is 3.6% or less. Remotes has indicated that it exceeded its target in 2013, but has met the
target since.

a) What were the reasons for not meeting the target in 2013?

b) Is electricity theft included in distribution losses?

c) Is electricity theft an issue in Remotes service territory? If yes, please provide the
revenue loss as a result of electricity theft for the years 2013 to 2017.

Response.
a) For Remotes, the distribution losses include station service including staff house loads, so

are not directly comparable to distribution losses. Since 2013, improvements have been
made to the meter reading and measurement of the generation station service load.

b) Yes.

c) No. Electricity theft is not a major issue in our communities. Temporary unauthorized
connections to other buildings do occur and present a safety concern, but not a theft
concern. Local meter readers have been trained to look for electricity theft and as there
are few underground ground services, theft can be detected visually.
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OEB Staff - Interrogatory # 18

Reference:
Exhibit B/ Tab 1/ DSP, Pages 51-52

Interrogatory:

Most of Remotes’ electricity is generated using diesel fuel since it is currently the most reliable
and cost-effective method. Generators within the 19 generating stations burn diesel fuel to
produce electricity, directly emitting greenhouse gases to the atmosphere. Remotes has noted that
it has increased its direct emissions from electricity generation for the past years. This is due to
increase in the electricity demand. Therefore, Remotes’ focus is to reduce its net emission
intensity.

Has Remotes evaluated the use of alternative generation technologies apart from solar and wind
that could decrease its net emission intensity and reduce emissions from greenhouse gases?
Please provide a detailed response.

Response.
Remotes has explored and evaluated other alternative generation technology including water,

bio-mass, hydrogen and Organic Rankine Cycle (ORC) technology, to name a few.

Remotes routinely meets with those interested in renewable technology within our service
territory, regardless of technology or proposed solution. The design of the REINDEER program
offering purchased power agreements at the avoided costs of diesel, drives innovative ideas in
the private and competitive renewable market. Since many exciting alternative renewable
generation technologies exist, Remotes remains hopeful that as the renewable technology
evolves, the cost effectiveness of these alternatives will become more cost effective and can be
utilized to reduce net emission intensity.
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OEB Staff - Interrogatory # 19

Reference.
Exhibit B/ Tab 1/ DSP, Page 70

Interrogatory:

While discussing the replacement of diesel generators that are in a poor condition, Remotes has
noted that Hillsport and Sultan are small communities that have temporary units that can be
moved among the sites to manage the impact of an unplanned failure.

a) Does Remotes provide service in other small communities that can take advantage of
temporary movable units to manage the impact of an unplanned failure?

b) Has Remotes conducted any analysis or studies to understand the cost impact of using
temporary small or medium sized generators that can be moved within communities to
manage the impact of an unplanned failure? Please provide a detailed response.

Response.
a) Yes. In the context of “small communities”, these units have applications at Biscotasing

and Oba as well.

b) Remotes generation station design for fly-in sites accommodates one primary
catastrophic unit failure. That is, after a single catastrophic generator failure, the
remaining generators are capable of providing the peak community load.

Remotes does have some small and medium sized spare units that are available in
emergency power situations, where the existing station assets are not able to supply
community load. These units are stored in Thunder Bay. These units are better suited for
transportation by air, than the small units utilized at the road sites. These units are also
used in the generation replacement program and station upgrades. The availability of
spare units reduces the cost of emergency response.
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OEB Staff - Interrogatory # 20

Reference.
Exhibit B/ Tab 1/ DSP, Pages 73-74

Interrogatory:
Remotes owns 4,662 poles, a large proportion of which are between 25 and 35 years old. Over
the next 5 years, Remotes plans to replace 115 poles identified to be in poor condition.

a) What is the average cost of replacing a pole?
b) What is the average life of a pole in Remotes communities and is it different from other
parts of Ontario?

Response.
a) The cost range for replacing a pole is between $10K-30K, with an average cost of $18K.

The cost to replace varies significantly based on the size and structure of the pole, its
attachments, location, ground conditions, outage requirements and joint use aspects.

b) The average life is pole is based on the 2011 depreciation rate review performed by
Foster Associates, which identifies a 55 year life. Given that our asset aging is still
relatively new (28 year average) and not nearing end of life, it would be difficult to make
full life cycle comparisons to the rest of the province. It is debatable whether the harsh
weather conditions will benefit or compromise pole life. To date based on the ACA work
performed and operational feedback, Remotes fully expects that pole life is similar to
other utilities as there is no reason to suspect otherwise.

Remotes notes that, as per the Hydro One Networks Distribution Study by Navigant,
dated October 2016 and filed as evidence in EB-2017-0049, it would appear that
Remotes’ average pole life of 28 years is similar to the peer group and that our deemed
life of 55 years is slightly higher than the peer average.
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OEB Staff - Interrogatory # 21

Reference.
Exhibit B/ Tab 1/ DSP, Page 86

Interrogatory:

In table 4-8, Remotes has provided a list of generation related capital projects for the years 2018
to 2022. One of the categories include SCADA and PLC Replacement and high speed internet.

a) Will Remotes be installing the high speed internet connection or will it be installed by a
third party contractor?

b) What is the total cost of installing the high speed internet connection and what portion of
these costs are included in 2018 capital expenditures?

c) Is Remotes sharing the cost of installing high speed internet with some telecom provider
or the First Nation communities?

d) Will the high speed internet connection only benefit Remotes or the entire community
and other companies?

Response.

a) High speed connections are being provided by a third party contractor.

b) The estimate for installing the high speed fibre connection for 3 sites is $3K. Additional
labour and materials will need to be performed by Remotes staff to accommodate this
new service. The cost for Remotes staff to complete the modifications inside our stations
is $260K.

c) No, the high speed cable is in the community already, we are just having it connected to
our stations.

d) The high speed internet connection will only benefit Remotes. This high speed

connection supports secure and safe operations of the generation station. It will give
Remotes information access about the plant to assist Operators in trouble shooting and
assessing problems which should reduce cost and time related to repairs.
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OEB Staff - Interrogatory # 22

Reference.
Exhibit B/ Tab 1/ DSP, Page 87

Interrogatory:

Remotes has indicated that as per the Order-in-Council from the Provincial Government, 16
remotes communities are expected to be connected to the transmission system. Nine of these
communities are presently served by Remotes and at least two more communities are expected to
be served by Remotes in the future. While this will not affect investments according to Remotes,
in the communities over the five-year period of the DSP, it has affected the investments INAC
makes in generation assets. It is also expected that the construction activities of this new
transmission line will affect Remotes planning considerations over the medium to long term.

a)

b)

How has the proposed construction of the transmission system affected the investments
INAC makes in generation assets? How is this change expected to impact funding that
Remotes receives from INAC?

Has Remotes considered deferring investments in generation overhaul or new generators
as a result of the expected connection of some of the communities to the transmission
system? If no, why not?

Response.

a)

b)

Remotes notes that, as described in the Section 2.1.6, pages 23 & 24 of the DSP, Remotes
has revised the upgrade process to allow incremental increases to capacity. This
incremental approach does reduce federal government investments in new generation
capacity prior to the planned transmission project being put into service. The new process
allows INAC and Remotes to respond to communities’ needs to grow in the near term
and, as such, seems to fit in well with the proposed transmission project.

Deferring investment in generation overhauls has not been considered since the expected
transmission connections are not within the plan horizon and any deferrals would only be
advisable if connection were imminent, i.e. transmission and distribution assets mostly
constructed and connection pending. As long as the station is the only source of power,
all station generators are required (i.e. cannot reliably operate a three generator plant with
two generators). New generators are generally installed to allow for an increase to the
station capacity prior to remove communities from load restrictions and, as stated, an
incremental approach for contributed capital to support these upgrades has been adopted.
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If like for like generator replacements are planned based on Remotes current practices,
deferrals would be considered if actual transmission line construction has started.
Remotes also is mindful that there may be a backup generation strategy/requirement that
would require reliable generation assets once the transmission line is in place.
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1 OEB Staff - Interrogatory # 23

3 Reference:
Exhibit B/ Tab 1/ DSP, Page 92

[&)]

Interrogatory:

In the DSP, Remotes has indicated that its service area is expected to expand to include three
new communities during the forecast period. One of these, Cat Lake is already connected to the
Hydro One Networks Inc. transmission system in northwestern Ontario; therefore, Remotes will
10 only be responsible for power distribution in this community. The transfer is planned for 2018, is
11 contingent upon an agreement with the community, and will result in a customer increase of 111.
12

© 00 N o

13 a) If Remotes were to distribute electricity in Cat Lake in 2018, does it have OEB-approved
14 distribution rates to charge customers in the community of Cat Lake? If yes, please
15 provide the distribution rate that will be charged and explain how the rate was derived?

16 b) Has Remotes included the expected connection of 111 customers in the community of
17 Cat Lake in its customer and load forecast?

18

19 Response.

20 a) Yes, rates for grid-connected customers were approved in EB-2012-0137. Please see the
21 Attachment 1 for information on the basis for the grid connected rates that were proposed
22 and accepted by the Board.

23

24 b) The number of customers in Cat Lake are included in the DSP customer forecast.
25 However, the load, costs and revenues related to serving Cat Lake are not included in the
26 revenue requirement, as the timing for an agreement with the First Nation is uncertain. In
27 January 2017, the community informed Remotes that the transfer of service to Remotes

28 was not a community priority.
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PROPOSED GRID-CONNECTED CUSTOMER RATES

1.0 INTRODUCTION

In 2010, the Ontario Government amended the Electricity Act, 1998 (the “Electricity Act”) to
require Remotes to serve grid-connected communities in accordance with government
regulation. The decision to permit Remotes to serve these customers was made to give remote
communities connecting to the grid an option of being served by an established electricity
distribution company and in anticipation that these customers will qualify for rate protection if

served by Remotes.

Remotes believes that service to geographically remote communities will be more expensive
than service to communities that are more accessible. Moreover, the provision of electricity in
First Nation communities across the remote north has historically been supported by the federal
government. Remotes and most of the Independent First Nation Power Authorities have
historically set rates for government customers above cost to help cover the operating costs and
to keep rates for residential customers affordable. As a result, rates for residential and small

commercial customers are quite low when compared to rates for grid-connected customers.

To ensure that residential customers whose communities connect to the grid do not experience
significant rate increases, Remotes plans to include non-Standard A grid-connected residential
and general service customers in its existing non-Standard A Residential and General Service
rate classes. Offering grid-connected non-Standard A customers the same rates as other
residential and general service customers in Remotes’ service territory will reduce potential rate

impacts if communities that Remotes currently serves connect to the grid.

Under the RRRP regulation, Standard A (government funded) customers do not benefit from

Rate Protection. Remotes anticipates that grid-connected Standard A customers will not be
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eligible for rate protection. Moreover, Remotes’ Standard A rates, like those in most

communities in the far north, are set slightly above the average cost of service.

To develop the grid-connected Standard A rate, Remotes first estimated the current “implicit”
generation cost embedded in its Standard A rates. The implicit generation costs consist of the
generation related costs as well as a proportionate share of Shared Services and Other Costs
(Exhibit C1, Tab 2, Schedule 6). The implicit generation costs in Remotes’ 2012 Standard A

rate are shown below:

Table 1

2012 Generation Costs Excluding Fuel
2012 Generation Costs ($000’s)
Operations & Maintenance (excluding fuel) 9,577
Environmental OM&A* 339
Generation Depreciation 2,371
Land Assessment and Remediation (Amortization) 3,473
Administrative 517
Total Generation Costs Excluding Fuel 16,277

To determine the per kWh generation cost, Remotes divided the total generation costs excluding
fuel by the projected kWh sold.

! Environmental costs are comprised only of generation-related costs and include 50% of the legislative monitoring
costs and environmental costs related to fuel spills.
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Table 2
Per kWh Off-Grid Generation Costs

Total Generation Costs Excluding Fuel ($000) 16,277

kWh sold (000’s projected) 55,806

Cost per kWh off-grid generation ($/kWh) 0.2917

Fuel costs vary from year to year depending on external factors such as market prices and the
availability of winter roads. To determine an appropriate proxy for fuel costs, Remotes took the
three-year average cost per kWh for air access communities.

Table 3
Air Access kWh Fuel Costs
2009 2010 2011
MWh Sold 47,293 46,094 48,129
Annual Air Access Fuel Costs | $17,057 $19,405 $20,374
($000’s)

Three Year Average MWh Sold 47,172

Three Year Average Fuel Costs | $18,945
($000’s)

Three Year Average $/kWh 0.4016

In order to estimate the cost of power if delivered through the transmission grid, Remotes
considered the charges that would typically be paid by a grid-connected customer. The
commodity charge is estimated to be the 2011 weighted average cost of power per the IESO
December, 2011 Monthly Market Report. The estimated Wholesale Market Service Charge and
RRRP charges are those currently in effect. The cost of Transmission service is estimated based
on Retail Transmission Service Rates (RTSR) for General Service Energy customers requested

for approval in Hydro One Networks Inc.’s 2013 rate application (EB-2012-0031). Line losses
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are estimated at Remotes’ current line losses.

Table 4
Estimated Cost of Grid-delivered Power

Commaodity 0.07200
Wholesale Market Service Charge 0.00520
RRRP 0.00110
RTSR - Network 0.00518
RTSR - Line 0.00358
Cost of Grid-delivered Power 0.0871
Line Losses @ 1.5% 0.0013
Total Cost of Grid-delivered Power 0.0884

In order to calculate the proposed Standard A Grid Connected Rate, Remotes took the 2012
Standard A General Service Air Access Rate and subtracted the generation and fuel costs and

added the cost of Grid-delivered power.

Table 5
Proposed Grid Connected Standard A Rates
Standard A General Service Air Access Rates (Exhibit G1-1-1) | 0.8951
Remotes’ Generation Costs Excluding Fuel (Table 2) (0.2917)
Air Access Fuel 3 Year Average (Table 3) (0.4016)
Cost of Grid Power (Table 4) 0.0884
Grid-connected Standard A Rate 0.2902
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OEB Staff - Interrogatory # 24

Reference.
Exhibit B/ Tab 1/ DSP

Interrogatory:
While discussing capital expenditures, Remotes has referred to many projects/programs stating
that expenditures are customer-initiated and fully recoverable.

a) Please explain what “fully recoverable” means? In the case of such expenditures, does
Remotes recovers all of its expenses including OM&A costs that are usually capitalized?
b) Are any of the “fully recoverable” capital expenditures added to rate base?

Response.
a) “Fully recoverable” means that Indigenous and Northern Affairs Canada (“INAC”) is

responsible for funding capital related to system expansions and capital upgrades. Yes,
Remotes recovers all of its expenses that are usually capitalized relating to such
expenditures.

b) No.
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OEB Staff - Interrogatory # 25

Reference.
Exhibit B/ Tab 1/ DSP, Page 98

Interrogatory:

Remotes has not provided any information on customer engagement. There is some feedback
from customers that is provided in the customer survey results and the Customer Advisory Group
that offers advice on service policies and procedures, and ways to improve services within the
communities. However, there is no information on how the perspective of customers was
incorporated into the DSP and how Remotes was informed of its customers’ preferences in
creating the DSP and planned capital expenditures.

a)

b)

c)

Please confirm whether Remotes initiated any customer engagement prior to formulating
the DSP or preparing the cost of service application. If no, why not?

Please explain how Remotes planned capital expenditures reflect customer preferences
identified through customer engagement.

Please identify any customer engagement that supports the further increases proposed in
this application.

Response.

a)

b)

Yes, Remotes initiated end-use customer engagement, as documented in the Schedules
under Exhibit A, Tab 4 and as outlined in the DSP. Remotes notes customer engagement
IS an ongoing, necessary and central part of Remotes’ day to day business and that these
customer engagements underpin the projects and work program that were approved in the
business plan that underlies this application. Specifically with respect to capital projects,
Remotes customers must apply to INAC for funding for capital projects associated with
load growth. If customers do not support the project, the project will not proceed. All of
the contributed capital upgrade projects referenced in the DSP are planned together with
customers. Capital projects funded through rates that are associated with general
reliability, economic life, and sustainment (ventilation, tank replacements etc.) projects
that are funded through rates are also discussed with customers in the context of
reliability, safety and environmental performance.

In terms of contributed capital, customers have indicated that they want their
communities to be able to grow and want new customers to be able to connect to the
distribution systems. The proposed sustainment, reliability and economic life capital
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investments set out in the DSP reflect the importance customers place on service
reliability and environmental protection/performance.

Rates for Remotes’ customers are set under rules established by the Rural or Remote Rate
Protection Regulation. Remotes’ rates do not, therefore, reflect the cost of service or the
proposed capital plan. The rates proposed by Remotes follow a formulaic increase set out
in the Regulation, consistent with previous cost of service rate filings. Consequently, the
proposed rate increases were not discussed with customers in the context of the capital
plan, as the rates are not dependent on the costs incurred.
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OEB Staff - Interrogatory # 26

Reference.
Exhibit B/ Tab 1/ DSP, Page 104, Table 4-14

Interrogatory:

Remotes has provided the net capital expenditures for the period 2013 to 2022 and the
percentage change in each of the years. In 2013, 2014 and 2015, Remotes’ capital expenditures
were significantly lower than planned.

a)

b)
c)

d)

Please provide detailed reasons as to why actual capital expenditures in 2013, 2014 and
2015 were significantly lower than planned.

Please update table 4-14 with 2017 actual capital expenditures.

Considering that Remotes has underspent in previous years (2013 to 2016), how does
Remotes plan to meet its forecast capital expenditures for the planned period, 2018 to
20227

While capital expenditures have declined during the 2013 to 2016 period, system O&M
expenditures have not experienced any corresponding decline with the exception of 2016.
Please explain the reasons for the disconnect between capital expenditures and system
O&M expenditures.

Response.

a)

The reasons why actual capital expenditures in 2013, 2014 and 2015 were lower than
planned have been provided in the Distribution System Plan, Section 4.4.1 Variances in
Net Capital Expenditures and are provided below:

Net capital expenditures in 2013 were below plan due to the delayed start for two
generator unit replacements in Lansdowne due to the failure of the Deer Lake B unit; re-
prioritization of civil staff house improvement projects to instead focus on garage
improvements in three communities; deferral of protection upgrades and switchgear work
due to increased engineering involvement in the planned replacements in Sandy Lake and
Sachigo Lake; redeployment of technical and management staff to the CIS project and
the nature of the work required to certify fire systems was determined to be maintenance
in nature once the program started. The variance was partially offset by: unplanned costs
for replacement of the Deer Lake B unit; and increased engine overhauls (two additional
units).
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Net capital expenditures in 2014 were 32% below plan due to a decision to cancel
planned replacements of the Wapekeka C unit and the Fort Severn C unit due to an in-
year agreement with INAC to fully fund an upgrade of both units; Bearskin B unit
deferred due to lower than forecast operating hours; Marten Falls unit operating and
reliability deficiencies were corrected, therefore the unit was not replaced; lower than
planned garage construction costs in two communities and a decision to defer to 2015
some of the work associated with refurbishing the Sultan run-of-the-river hydroelectric
plant after a catastrophic failure, as the work was more technically complex than
originally expected. The variance was partially offset by day-tank replacement work
required to meet fuel code requirements; and leaking roof of the Deer Lake staff house
that necessitated capital repair and the completion of other civil work while staff were at
site.

Net capital expenditures in 2015 were 62% below plan due to a decision to focus on fully
recoverable INAC upgrade projects that would allow customers in three communities to
connect to the electrical system. This resulted in the removal of connection restrictions
for all three communities; engine replacements were lower as they were completed within
the scope of these upgrade projects and day tank improvements, the Wapekeka 600-V
upgrade and capital betterments work were also deferred due to this shift in priorities.
The variance was partially offset by above-plan spending on the Lansdowne A unit
engine replacement; and the completion of rebuild work at the Sultan run-of-the-river
hydroelectric facility.

b) Refer to Appendix A for table 4-14 updated with 2017 actual expenditures.

c) Refer to the Distribution System Plan, section 4.4.2 Trends in Capital Expenditures that
provides discussion on forecast capital expenditures and are provided below:

e Distribution system renewal — increased metering costs have been budgeted based
on the anticipated service area additions;

e Generation system renewal — planned investments over the forecast period to
replace generators, overhaul generators, and civil repair work at diesel generating
stations are based on the conditions of the respective assets; and

e Generation system service — Additional SCADA and PLC upgrades and fuel
system improvements to occur over the forecast period.

INAC faces funding constraints and an overwhelming need for infrastructure in First
Nations communities. The need for electricity infrastructure competes with requirements
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for schools, housing, water treatment plants, etc. The timing for funding approvals and
the amount of funding available is uncertain and requires planning flexibility to
accommodate growth within these communities. The federal government also has rules
related to the timeframe in which the funding is spent and a project is completed. If
funding is not spent within the federal government’s time frame, the funding is returned
to federal general revenues or deployed to another needed project. Consequently, funding
levels and projects may be determined late in INAC’s fiscal year and if funding becomes
available, Remotes adjusts its planned work program to accommaodate upgrade projects.

Gross capital expenditures for years 2015 and 2016 are overspent to budget mostly driven
by reprioritizing work to focus on INAC-funded generation upgrades, which are fully
recoverable. Refer to Appendix B for table 4-14 with gross capital expenditures before
funding by INAC and removals.

Remotes investigated the relationship between capital spending and system O&M costs.
Regardless of the capital spending, generator maintenance is required every 2,500
engine-hours. Due to the associated flight and fuel costs of this maintenance, there is no
reduction to system O&M costs from capital investment. O&M costs have increased due
to higher unplanned maintenance of auxiliary and plant systems, renewable energy
maintenance, safety improvements, building maintenance and engineering investigations.
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Appendix A: Historical and Forecast Net Capital Expenditure and System O&M

Table 4-14: Historical and Forecast Net Capital Expenditure and System O&M

Historical Forecast
2013 2014 2015 2016 2017 2018 | 2019 | 2020 [ 2021 | 2022

Plan | Act Var Plan | Act Var Plan | Act Var Plan | Act Var Plan | Act Var Plan
Category $'000 % $'000 % $'000 % $'000 % $'000 % $'000
System Access 123 31 42 70 23 0 0 0 0 0
System Renewal - Distribution 756 504 544 760 445 522 609 643 654 670
System Renewal - Generation 3,401 3,615 1,288 2,434 1,471 1,644 | 2,636 | 3,369 | 3,791 | 2,221
System Service - Distribution 0 0 0 0 0 0 0 0 0 0
System Service - Generation 456 (193) (19) 0 1,059 505 726 675 391 848
General Plant 691 677 473 914 525 565 572 581 590 598
Net Capital Expenses 7,747 | 5,427 | -30% | 6,834 | 4,634 | -32% | 6,058 | 2,328 | -62% | 5,060 | 4,178 | -17% | 3,727 | 3,523 | -5% | 3,236 | 4,543 | 5,268 | 5,426 | 4,337
System O&M 18,662 (18,335 | -2% |18,092 |18,601 | 3% |20,644 |16,492 | -20% |21,463 |18,060 | -16% |20,760 (17,239 | -17% | 21,291 |22,260 (23,650 (24,095 |24,281
Total Spend 26,409 |23,762 | -10% | 24,926 |23,235 | -7% |26,702 |18,820 | -30% | 26,523 (22,238 | -16% | 24,487 |20,762 | -15% |24,527 |26,803 |28,918 |29,521 |28,618
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Appendix B: Historical and Forecast Gross Capital Expenditure and System O&M
Table 4-14: Historical and Forecast Gross Capital Expenditure and System O&M
Historical Forecast
2013 2014 2015 2016 2017 2018 | 2019 | 2020 [ 2021 | 2022
Plan | Act Var Plan I Act Var Plan | Act Var Plan | Act Var Plan | Act Var Plan

Category $'000 % $'000 % $'000 % $'000 % $'000 % $'000
System Access 597 605 800 534 820 912 1,065 | 1,121 | 1,143 | 1,166
System Renewal - Distribution 1,291 739 681 895 651 772 899 947 965 983
System Renewal - Generation 3,651 4,064 1,172 2,659 1,572 1,788 | 2,847 | 3,582 | 3,995 | 2,426
System Service - Distribution 0 0 0 0 0 0 0 0 0 0
System Service - Generation 499 167 7,054 2,588 6,648 5853 | 6,852 | 6,392 | 5,412 | 5,810
General Plant 691 677 473 914 525 565 572 581 590 598
Gross Capital Expenses 9,575 | 6,729 | -30% | 8,836 | 6,252 | -29% | 9,080 |10,180 | 12% | 7,175 | 7,590 6% (12,378 (10,216 | -17% | 9,890 |12,235 [12,623 |12,105 [10,983
Contributions & Removals (1,828) [ (1,302) (2,002) | (1,618) (3,022) [ (7,852) (2,115) | (3,412) (8,651) | (6,693) (6,654) [ (7,692) | (7,355) | (6,679) | (6,646)
Net Capital Expenses 7,747 | 5,427 | -30% | 6,834 | 4,634 | -32% | 6,058 | 2,328 | -62% | 5,060 | 4,178 | -17% | 3,727 | 3,523 -5% | 3,236 | 4,543 | 5,268 | 5,426 | 4,337
System O&M 18,662 |18,335 | -2% |18,092 (18,601 3% 20,644 (16,492 | -20% | 21,463 |18,060 | -16% |20,760 |17,239 | -17% | 21,291 |22,260 |23,650 |24,095 |24,281
Total Spend 26,409 (23,762 | -10% | 24,926 |23,235 | -7% |26,702 |18,820 | -30% | 26,523 (22,238 | -16% | 24,487 (20,762 | -15% |24,527 | 26,803 |28,918 |29,521 |28,618
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1 OEB Staff - Interrogatory # 27

3 Reference:

4 Exhibit B/ Appendix A / Business Cases for Material Investments, Pages 15-18

5

6 Interrogatory:

7 Remotes has indicated that the A unit diesel generator in Big Trout Lake is forecast to reach
8 55,868 engine-hours in 2019 and is rated to be in very poor condition. Remotes has proposed an
9 engine replacement for this generator in 2019.

10

1 a) What is the total cost to replace the A unit generator in Big Trout Lake?

12 b) Will ratepayers be paying for the cost of replacement?

13 c) Please confirm that replacement generators are paid for by ratepayers while generator
14 installation in response to load growth is paid for by INAC or First Nation communities.
15 d) Remotes has indicated that it has 57 diesel generators in service. How many of these
16 generators have been replaced (paid for by ratepayers) over time?

17

18 Response.

19 a) The total cost to replace the Big Trout Lake A Unit is $1,445K.

20

21 b) Yes, ratepayers will pay the replacement cost.

22

23 c) Yes, replacement (sustainment) of generators is paid for by ratepayers and capacity
24 increasing generation funding contributed capital from INAC through the First Nation.

25
26 d) Since 2008, 21 generators have been replaced.
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OEB Staff - Interrogatory # 28

Reference.
Exhibit B / Appendix A / Business Cases for Material Investments, Pages 23-27

Interrogatory:

Remotes has provided information about its planned generator overhauls. Medium-speed engines
(1,800 rpm) are overhauled after 20,000 engine hours and low-speed engines (1,200 rpm) are
overhauled after 42,000 hours. The average gross spending over the forecast period (2018 to
2022) is $703,000 per year with $608,000 budgeted for the 2018 Test Year.

What is the process involved in a generator overhaul and how long does it take to overhaul a
typical generator?

Response.
It typically takes three weeks to overhaul 1,800 rpm engines and 4 weeks for 1,200 rpm engines.

The process involves isolating the engine and complete disassembly of all external and internal
parts such as pistons, crankshaft, fuel pump etc. The engine and parts are then inspected for
wear tolerances or damage. Parts are either replaced, rebuilt (manufacturer) or reused. Once the
engine is reassembled it is run through a series of tests to ensure proper functionality. During the
overhaul all electrical and auxiliary parts (rads, pumps, fans etc.) and functions are inspected,
repaired, replaced and tested as required as well.



[&)]

© 00 N o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 1

Schedule 29

Page 1 of 1

OEB Staff - Interrogatory # 29

Reference.
Exhibit B / Appendix A / Business Cases for Material Investments, Pages 54-58

Interrogatory:

Remotes plans to connect the communities of Big Trout Lake and Wapekeka to combine the
peak load. Remotes has indicated that the connection of the two communities through a
distribution line would improve the ability to supply power from either diesel generation station
under contingency situations, reducing the frequency and duration of outages in both
communities. Remotes has also indicated that it has not connected stations together previously in
the proposed manner.

Are there any other communities served by Remotes that can be connected in a similar manner as
Big Trout Lake and Wapekeka?

Response.
All of the communities could in theory be connected together, hence the Wataynikaneyap, North

of Dryden project. The proximity of the communities to one another and the cost of
transmission/distribution connection make these type of projects largely unsuitable for a small
business like Remotes. For Remotes, connecting communities would only make sense if the cost
to build and maintain the community connect is lower than the avoided generation upgrade costs
or if large scale renewable power is available.

In this context, two additional areas have been identified as offering possibility of connection
between communities. Armstrong (Whitesand/Collins) could be connected to Gull Bay in a
similar fashion, ideally when the biomass plant under development by Whitesand First Nation is
operational. As well, the communities of Sandy Lake and Deer Lake could also be connected in a
similar fashion, if the Duck River/Favourable Lake/Northwind hydroelectric project were to
proceed. Road access between communities would be expected to lower construction cost of
infrastructures and would also significantly reduce diesel fuel cost to those communities not in
proximity to large scale renewable power.
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OEB Staff - Interrogatory # 30

Reference.
Exhibit B / Appendix A / Business Cases for Material Investments, Pages 68-75

Interrogatory:

Remotes has indicated that its customers in Weagamow have requested funding through INAC to
upgrade the generating station capacity. Subject to the availability and amount of INAC funding
approved, the Weagamow upgrade would replace all four generators comprising the
community’s current generating station. Remotes has further noted that the community of
Weagamow is anticipating connection to new transmission lines under the Remote Community
Connection Plan.

a)

b)

Please explain the rationale for replacing all four generators when it is anticipated that in
the medium term the community of Weagamow will be connected to a new transmission
system? Has Remotes considered replacing some of the generators rather than all four
considering that the community is expected to be connected to a transmission system?
What will be the expected utility of four new generators once the community is
connected to a transmission system?

Response.

a)

b)

All four units at the Remotes generation station in Weagamow cannot accommodate a
further upgrade, due to physical limitations of the existing building, switchgear,
transformation and voltage. The existing fuel storage will be reused. The oldest
generator installed at the site can no longer be replaced by a generator of the same rating
due to changes in size of newer units that accommodate new emission regulations.

Remotes may consider reusing one of the generator motors (725 kW) or repurposing the
unit elsewhere in another location, depending on the timing of the station upgrade.

The four new generators will be available for stand-by in Weagamow or redeployment to
other communities. A modular design for the station is being investigated, which would
facilitate the use of these units as back up generation when the transmission connection is
eventually made.
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OEB Staff - Interrogatory # 31

Reference.
Exhibit B / Appendix A / Business Cases for Material Investments, Page 76

Interrogatory:

Remotes has expressed a concern with respect to transportation of heavy equipment to the
community of Weagamow for the upgrade project. Remotes expects an all-season road to the
community to be completed in 2017.

Please confirm whether the all-season road has been completed. If not, please provide an
expected date of completion.

Response.
The bridge providing future year access to the community was completed in the fall of 2017 and

given it is now the winter season; it is now allowing early and stable access to the community.
Remotes’ understanding is that the road portion of the project still requires work to meet the
required standards and provide reliable and suitable year round access. Remotes expects the all-
season road to be completed by the fall of 2018.
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OEB Staff - Interrogatory # 32

Reference.
Exhibit B / Appendix B / North of Dryden Integrated Regional Resource Plan / Page 25

Interrogatory:

The northern portion of the North of Dryden sub-region is comprised of 21 remote communities,
some of which are served by Hydro One Remotes. The Remote Community Connection Plan
demonstrates a business case to connect 21 of 25 remote communities that currently rely on
diesel generation, to the provincial transmission grid. For the purpose of this regional plan, 21 of
the 25 communities are assumed to connect to Ontario’s transmission system as per the IESQO’s
Remote Community Connection Plan. Communities are expected to begin connecting in the
early 2020s.

In Remotes’ DSP, it has indicated that the Remote Community Connection Plan is still in its
draft form, the connection dates for the communities served by Remotes are not firmly
established at this time. Remotes also notes that the Remote Community Connection Plan will
not affect investments in the communities over the five-year period of the DSP.

a)

b)

Does Remotes expect that a new transmission system will not be in place in the early
2020s providing grid connection to some of the communities served by Remotes? If yes,
please provide reasons.

If some of the Remotes communities start getting connected to the transmission system in
early 2020s, would Remotes need to re-evaluate some of its proposed investments in the
DSP?

In Remotes opinion, what is the expected timeline of communities served by Remotes
getting connected to the transmission system under the Remote Community Connection
Plan?

d) Why is Remotes not considering altering or scaling down some of its proposed

investment plans in light of the implementation of the Remote Community Connection
Plan?

Response.

a)

As noted in Exhibit I, Tab 1, Schedule 9, Remotes has not included the transmission
connection of its communities in its near term business plan as the project timing remains
uncertain. Remotes fully expects that the transmission project will go ahead; however its
construction remains outside our five-year planning window.
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b)

d)

Remotes does not foresee its communities being connected before the end of the rate
period. As the project moves forward to construction, Remotes expects that INAC will no
longer fund generation upgrades. Rate payer funded investments in maintaining
generation service reliability are expected to be altered when the connection is imminent.
Distribution investments will continue to be required. Remotes notes that discussions
regarding back-up generation are ongoing. As such, Remotes believes that the generation
investments planned in this filing will continue to be used and useful after transmission
connection.

In Remotes’ opinion, the connection timeline (with the exception of a distribution
connection to Pikangikum) is outside of the forecast period.

Although there has good progress on the planning and development phases of the project,
the implementation phase has not yet begun. The line is a large and complex construction
project of a historic nature and, consequently, the timing of the construction and
community connections is uncertain. Remotes notes that its net generation investments
(those that are included in rate base) are required to keep plants operating. Until the
project and community connections are imminent, Remotes believes that the investments
necessary to maintain ongoing service reliability are required.
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OEB Staff - Interrogatory # 33

Reference.

Exhibit D1/ Tab 1/ Schedule 1/ Table 1 / Page 2

Interrogatory:

Remotes has provided the OM&A cost categories for the 2018 Test Year. Total OM&A

expenses for the 2018 Test Year are forecasted at $50.14 million.

a) Please reconcile the 2018 OM&A expenses provided in Exhibit D1 with generation and
distribution related OM&A expenses provided on page 16 and 18 (Tables 2-1 and 2-2) of

the DSP.

b) Please re-calculate the percentage year over year change for the period 2013 OEB-
approved and 2013 actuals and confirm that the change is 9.8%.
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Response.
a)
Table 1
OM&A Cost Categories

Program Areas 2018 Total Cost (in $K) Reference
Summary of OM&A Expenses $50,143]  Exhibit D1, Tab 1, Sch 1
Generation $44,159 Exhibit D1, Tab 1, Sch 2
Distribution $2,203 Exhibit D1, Tab 1, Sch 3
Customer Care $1,999 Exhibit D1, Tab 1, Sch 4
Community Relations $305[ ExhibitD1, Tab 1, Sch5
Shared Services and Other Administrative Costs $1,342 Exhibit D1, Tab 1, Sch 6
Cost of External Work $135[  Exhibit D1, Tab 2, Sch 1

The $4.5 million Distribution O&M as reported on Table 2-1 of the DSP is a summary of costs
that were included in the categories noted below.

Distribution
Program Areas 2018 Total Cost (in $K) Reference
Summary of Distribution OM&A Expenses $4,493 DSP Table 2-1
Distribution $2,203
Customer Care $1,974
Community Relations $165
Shared Services and Other Administrative Costs $51
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The $15.5 million Generation O&M as reported on Table 2-2 of the DSP is included in the $44.2
million noted below.

Generation
Program Areas 2018 Total Cost (in $K) Reference
Summary of Generation OM&A Expenses $44,159
Generation $15,496 DSP Table 2-2
Environment $1,063
Fuel $27,600

b) The 9.8% year over year change relates to the difference between 2012 and 2013 actuals.
The year over year percentage change for the 2013 OEB-approved and 2013 actuals is
4.0%.
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OEB Staff - Interrogatory # 34

Reference.
Exhibit D1/ Tab 1/ Schedule 2 / Table 2 / Page 5

Interrogatory:
Generation Maintenance related OM&A costs for the 2018 Test Year have almost doubled as
compared to 2013 OEB-approved amounts (94% increase).

a) Please explain the drivers for the significant increase in Generation Maintenance
related OM&A expenses.

b) Does Remotes expect the trend of significant increases to continue during the
planning period (2018 to 2022)?

C) What were the total expenses for unplanned maintenance of engines during each of
the years 2013 to 2017?

d) What steps has Remotes taken to reduce occurrences of unplanned maintenance of
engines?

Response.

a) Generation Maintenance O&M have several drivers and expenses increased for:
e Unplanned generation maintenance
e Planned and unplanned auxiliary equipment maintenance
e Planned tank farm maintenance
e Planned facilities/buildings maintenance
e RET generator maintenance/trouble
e DCAM Sustainment
e Safety improvements
e Engineering investigations
e Additionally “other Development Projects” was added in 2017 that added to the
overall increase.

b) Remotes expect the trend to increase at no more than CPI during the planning period of
2018 to 2022.
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c)
Unplanned Maintenance - Engines (in $K)
Historic (Actual) Bridge
Category 2013 2014 2015 2016 2017
Unplanned
Maintenance - 1,622 1,272 1,017 1,393 1,544
Engines

d) Remotes is increasing the amount of engine oil and coolant samples for analysis to predict
premature failures and advancing the planned maintenance schedule ahead when analysis
results warrant it.
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Reference.

OEB Staff - Interrogatory # 35

Exhibit D1/ Tab 1/ Schedule 2 / Tables 1-4 / Pages 2-9

Interrogatory:

Please update Tables 1 to 4 with actual 2017 costs.

Response.
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The updated tables are provided below. The actual 2017 costs are draft pending the completion

of the year-end audit.

Table 1
Generation Operations & Maintenance OM&A (in $K)
Board . . .
Category Approved Historic (Actual) Bridge Test
2013 2013 2014 2015 2016 2017 2017 2018
Generation Maintenance 6,012 8,648 9,932 8,610 9,574 9,245 11,392 11,640
Generation Operations 4573 4,306 4,260 4,337 4,358 4,241 4,819 4,919
Fuel 24,067 25,568 25,869 23,250 23,669 25,695 26,485 27,600
Other Power Supply Expenses 1,980 0 0 0 0 25 0 0
Total 36,632 38,522 40,061 36,197 37,601 39,206 42,696 44,159
Table 2
Generation Maintenance OM&A (in $K)
Board . . .
Category Approved Historic (Actual) Bridge Test
2013 2013 2014 2015 2016 2017 2017 2018
Generation Maintenance 6,012 8,648 9,932 8,610 9,574 9,245 11,392 11,640
Table 3
Generation Operations OM&A (in $K)
Board . . .
Category Approved Historic (Actual) Bridge Test
2013 2013 2014 2015 2016 2017 2017 2018
Generation Operations 4573 4,306 4,260 4337 4,358 4,241 4,819 4919
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Table 4
Fuel Purchases (in $K)

Board N .
Category Approved Historic (Actual) Bridge Test

2013 2013 2014 2015 2016 2017 2017 2018
Fuel 24,067 25,568 25,869 23250 | 23,669 25,695 26485 | 27,600
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OEB Staff - Interrogatory # 36

Exhibit D1/ Tab 1/ Schedule 2 / Table 5/ Page 11

Interrogatory:

Filed: 2018-01-26

EB-2017-0051

Exhibit |

Tab 1

Schedule 36

Page 1

of 1

Remotes has provided fuel costs including the average delivered cost per litre for 2018 in Table

5.

Please provide a similar table for the years 2013 to 2017 along with information on fuel lost as a

result of spills, theft or other reasons.

Response.
The updated table is provided below.
Table 5
Total Cost of Fuel

Board . . .
Category Approved Historic (Actual) Bridge Test

2013 2013 2014 2015 2016 2017 2017 2018
Fuel Efficiency (kWh/litre) 3.56 3.61 3.62 3.44 3.56 3.58 3.41 3.42
Total litres of fuel issued (in KL) 15,668 17,284 17,517 17,492 17,361 17,308 18,038 18,203
Average delivered cost per litre ($) $1.536 $1.479 $1.477 $1.329 | $1.363 $1.485 $1.468 | $1.516
Total Cost of Fuel (in $K) $24,067 $25568 | $25,869 | $23,250 | $23,669 | $25,695 | $26,485 | $27,600
The amount of fuel lost has been minimal as evidenced in the table below:
Measure 2013 2014 2015 2016 2017
Litres Spilled 135 73 50 140 74
Litres lost to the Environment 0 10 0 0 0
Litres Recovered 135 63 50 140 74
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OEB Staff - Interrogatory # 37

Reference:
Exhibit D1/ Tab 1/ Schedule 2 / Page 10-11

Interrogatory:
Remotes has indicated that the cost of delivery accounts for about 44% of the delivered price of
fuel. Air delivery typically constitutes about 56% of fuel delivered to Remotes’ communities.

a) Are there any communities that received fuel deliveries by air in 2013 but are now
delivered using all-weather road or winter road?

b) When the nine communities served by Remotes get connected to the transmission system
under the Remote Community Connection Plan, what changes does Remotes expect in
terms of its fuel usage, costs and delivery?

Response.
a) There are no communities that have moved from air deliveries to all-weather or winter

road deliveries.

b) The connection to the transmission system is not expected to occur within the current 5
year business plan, and as a result, no specific impact has been calculated at this time.
However, when the connections do occur, overall fuel usage and the resultant costs are
expected to reduce significantly.
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Exhibit D1/ Tab 1/ Schedule 3/ Table 1/ Page 1

Interrogatory:

Remotes has provided distribution related OM&A expenses for the period 2013 to 2018. The

OEB Staff - Interrogatory # 38
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expenses have been categorized under distribution maintenance and distribution operations.

a) Please update the table with actual 2017 costs.

b) The OEB-approved amount in 2013 rates was approximately $3.0 million. Remotes has
not spent the approved amount in any of the following years, from 2013 to 2016. The
decrease in expenditures ranges from 19% to 51%. What are the drivers for the 2018
forecasted distribution related OM&A expenses ($2.2 million) considering that Remotes

has underspent its previous OEB-approved levels for the entire period 2013 to 2017?

Response.

a) The updated table is provided below. The 2017 actual costs are draft until completion of

the year-end audit.

Table 4
Distribution OM&A (in $K)
Board . . A
H A | B T

Category Approved istoric (Actual) ridge est

2013 2013 2014 2015 2016 2017 2017 2018
Distribution Maintenance 2,679 1,399 1,799 2,216 1,780 1,570 2,008 2,087
Distribution Operations 301 62 80 199 212 52 111 116
Total 2,980 1,461 1,879 2,415 1,992 1,622 2,119 2,203

b) The 2013 board approved rate included the addition of Cat Lake and Pikangikum. In
particular, significant forestry work along the long distribution line to Cat Lake was
expected ($600K), resulting in a large variance. That work was completed by Networks
under Networks’ temporary distribution licence. The 2018 forecast is more reflective of
current results and work programs and includes the expectation that Forestry programs

will continue at historical levels.
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OEB Staff - Interrogatory # 39

Reference.
Exhibit D1/ Tab 1/ Schedule 3 / Page 3/ Lines 6-8

Interrogatory:

In its evidence Remotes has indicated that increased distribution operations expenditures in 2015
compared to 2014 reflect increased costs related to a project to automate distribution data
collection.

a)

Please provide more information on the project related to automate distribution data
collection. How is this project different from the proposed investment on Supervisory
Control and Data Acquisition (SCADA) and Programmable Logic Controllers (PLC)
systems?

b) Did the automation of distribution data collection resulted in any cost savings? Please
provide a detailed response.

c) Will the proposed investment in the SCADA and PLC systems achieve any cost savings
during the planning period? If yes, please provide the estimated cost savings and how
they have been accounted for in the test year.

Response.

a) Distribution data collection is a regulatory requirement and related to the asset condition
of distribution assets. SCADA and PLC are required to safely operate, maintain and
control generating systems.

b) Distribution data collection is a regulatory requirement and is required to develop the
DSP as well as confirm or verify work programs. As per the OEB requirements, data
collection activities are fundamentally designed to drive better asset decisions and
investment, which should result in cost savings.

c) The SCADA/PLC hardware is obsolete and the software version is no longer supported

by the vendor. The replacement should improve the reliability of our systems, by
providing enhanced visibility of more station alarms, which may in turn identify
operating concerns before fault or failure. The SCADA/PLC is also necessary to
maintain existing fuel savings and operating efficiencies over running the plant manually
and is a basic requirement for a modern plant.
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OEB Staff - Interrogatory # 40

Reference.
Exhibit D1/ Tab 1/ Schedule 4 / Pages 2

Interrogatory:

With respect to customer care OM&A costs, higher customer care spending in 2013 as compared
to the 2013 OEB-approved level is due to Remotes’ involvement in the project design and
implementation of the CIS billing system.

Please explain how customer care OM&A spending in 2013 increased as a result of
implementation of a new billing system considering that costs related to major projects are
usually capitalized.

Response.
Hydro One Networks owns the software and not Remotes. There were additional costs in 2013

related to the specific configuration/testing for Remotes customers and for training and support
for Remotes staff. These expenditures were for the sole benefit of Remotes’ customers.
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OEB Staff - Interrogatory # 41

Reference.
Exhibit D1/ Tab 1/ Schedule 4 / Pages 2-3

Interrogatory:

Bad debt expense is made up of direct write-offs offset by recoveries, plus adjustments to the
provision for bad debts. The bad debt allowance is based on a combination of applying model
percentage against outstanding energy accounts receivables and specific identification of high
risk receivables. Credits to bad debt expense in 2014 and 2016 reflect Remotes’ success in
negotiating payment arrangements with First Nation Band Councils. The credit in 2015 primarily
reflects the successful early completion of a long term payment plan. Since January 2013,
outstanding First Nation accounts receivable have been reduced from $4.4 million to $2.6
million in December 2016. In fact, bad debt has not been an expense in 2014, 2015 and 2016 and
has contributed to revenues.

a) Please provide the actual bad debt expense for 2017.

b) Why has Remotes included a bad debt expense of $60,000 in 2018 considering that
outstanding accounts receivable is $2.6 million and Remotes has been successful in
recovering previous outstanding payments in 2014, 2015 and 20167

c) Is Remotes of the opinion that it is not possible to recover any portion of outstanding
accounts receivable of $2.6 million in 2018?

d) Please provide the average bad debt expense for the four years from 2014 to 2017.

Response.

a) The bad debt expense for 2017 was ($64,348).

b) Remotes has included a bad debt expense of $60,000 in 2018 to account for the
conclusion of most of the payment plans which in past years resulted in a recovery of bad
debts.

c) Hydro One Remotes fully expects to recover the majority of $2.6M outstanding as well

as its upcoming monthly bills. Based on the $2.6M year-end balance, Remotes has an
established bad debt allowance of $87K. If the current balances match normal accounts
receivable recovery it would reasonable to assume that $87K would become
uncollectable at some point, but not necessarily in the 2018 year.
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d) The average bad debt expense for 2014 to 2017 is provided below:

Historic (Actuals in $K)

Category
2014 2015 2016 2017 Average
Bad Debt
$(341
(Recovery) $(175) $(1,105) | $(21) $(64) (341)
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1 OEB Staff - Interrogatory # 42

3 Reference:
Exhibit D1/ Tab 1/ Schedule 5/ Page 1

[&)]

6 Interrogatory:

7 Community Relations expenses include various customer outreach activities, including a
8 Conservation and Demand Management (CDM) program, the Customer Advisory Board (CAB)
9 and public safety measures such as the joint use program.

10

11 a) Please update Table 1 with 2017 actuals and provide a breakdown of Community
12 Relations expenses as per the categories identified above.

13 b) Please explain the joint use program

14

15 Response.

16

17 a) The table with 2017 actuals is provided below:

18
Category Aggfor\?e d Historic (Actuals)

2013 2013 2014 2015 2016 2017

Total 750 520 554 291 138 174
CDM 565 398 404 144 14 57
Joint Use 52 43 61 47 57 37
CAB 30 17 14 7 4 0
Communications 40 35 10 32 17 29
Community 63 27 65 61 46 51
Relations

19
20
21

b) The joint use program is for the long standing utility and telecommunication

organzations sharing of pole and other assets.
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OEB Staff - Interrogatory # 43

Reference.
Exhibit D1/ Tab 1/ Schedule 5/ Page 2

Interrogatory:
With respect to CDM programs, Remotes has indicated that it has directed its conservation
efforts towards Standard A customers and offers application-based programs.

What are application-based programs and what kind of CDM programs are offered to Standard A
customers?

Response.
Application-based programs require the customer to submit a completed application and proof or

work performed in order to receive their incentive. Application based programs are driven by
interest from the customer and include programs such as:

e Mail-in Rebate program — cash back for the purchase of energy star appliances based
on a request and proof of purchase. Available to all customers.

e Commercial Lighting Retrofit Program — rebate amounts based on existing light
assessment and proposed upgrades. Available to all commercial and Standard A
customers.
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OEB Staff - Interrogatory # 44

Reference.
Exhibit D1/ Tab 1/ Schedule 5/ Page 2 / Lines 17-20

Interrogatory:

The Customer Advisory Board (CAB) consists of residential and commercial customers from
within Remotes’ service territory. The CAB offers advice on service policies and procedures,
and ways to improve services within the communities.

a) Does the CAB consists of Standard A and Non-Standard A customers?

b) How many customers are usually in the CAB?

c) Does the CAB provide advice or is consulted on Remotes’ upcoming capital projects or
its business plan? If no, why not?

d) Isthe CAB aware of Remotes’ DSP and did they provide any input on the DSP?

Response.

a) The CAB does not include Standard A customers. Standard A customers are either direct
government customers (provincial/federal government ministries) or are funded by
government through local Band Councils. Remotes has regular and ongoing
communications with its end use Standard A customers. Work programs and customer
needs are regularly discussed with Band Councils and with government agencies in its
communities such as the MTO. The CAB was created specifically to better understand
and respond to the views of end-use residential and commercial customers living in
Remotes’ service territory.

b) The CAB normally has 6 members.

c) The CAB was informed of the 2017 rate filing and the Board’s updated filing
requirements in 2016, when Remotes was working on the business plan that underpins
the filing and when Remotes was beginning work on the submission.

d) The CAB did not review the DSP or provide direct input into the DSP document as the

document was not completed until mid-2017; however, CAB views are reflected in
Remotes’ programs, including in the capital plans in Remotes’ business plan. For
example, the CAB has been very concerned about funding for generation capacity and
had input into the process Remotes developed to work with INAC and local Band
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Councils to increase capacity in the communities. Advice from the CAB is also reflected
in Remotes OM&A initiatives. For example, the CAB has had ongoing input into
Remotes’ customer surveys (questions/wording), has suggested low cost ways to increase
customer awareness of safety concerns, has suggested ways to increase customer
awareness of programs, and has advocated for increased renewable energy use in the
communities leading to the establishment of the REINDEER program.
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OEB Staff - Interrogatory # 45

Reference.
Exhibit D1/ Tab 1/ Schedule 6 / Table 1 / Page 2

Interrogatory:

With respect to shared services, the costs related to System Services & Lease of Computer
Equipment has increased from $180,000 in 2013 (OEB approved) to a projected costs of
$261,000 in 2018.

Please explain the reasons for the significant increase in costs related to System Services and
Lease of Computer Equipment.

Response.
The common asset allocation was implemented in 2013, and $180K was an estimate. The actual

allocation was $219K. The amount is derived following each shared asset allocation study
(usually every 2 years). The shared asset value is based on net book value changes from year to
year, decreasing with depreciation and increasing with new investment. 2014 was a year with
significant investments in software and hardware and those in-serviced amounts increased the
account net book value.

Witness:
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OEB Staff - Interrogatory # 46

Reference.
Exhibit D1/ Tab 1/ Schedule 6 / Table 1 / Page 2

Interrogatory:
In the case of services provided by Hydro One under the shared service model, the costs for
Supply Chain Services has been constant for the entire period 2013 to 2018.

a) What services are included in Supply Chain Services?
b) Why is the allocated amount constant for the period 2013 to 2018?
c) How is the cost for Supply Chain Services allocated to Remotes?

Response.
a) Supply Chain Services provides the following to Hydro One Remotes:

e management and procurement;
e vendor management;

e process development;

e data management;

e investment recovery.

b) The amount has remained constant as it is a negotiated rate. The negotiated rate considers
the volume, value and complexity of our business supply chain activities, within the

context of the overall cost of supply chain service to Hydro One Networks.

c) The cost is invoiced to Remotes on a monthly basis via billable journal entry.
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OEB Staff - Interrogatory # 47

Reference:
Exhibit D1/ Tab 4 / Schedule 1

Interrogatory:

Please provide the actuarial valuation that underpins Remotes’ 2018 pension contributions that
are being sought for recovery in rates. In addition, please also provide the calculation that was
used to allocate the applicant’s share of the total Hydro One Inc. 2018 contributions (for both the
Defined Benefit and Defined Contribution plans).

a) Please also provide the total actual 2017 contributions made to both the Defined Benefit
and Defined Contribution plans by Remotes.

b) Please confirm that there has been no change in the methodology used to calculate and
allocate Remotes’ share of the total Hydro One Inc. contributions.

Response.
The requested Pension Valuation is found as Attachment #1 to this exhibit.

Pension expense is allocated to each entity based on the percentage of Base Pensionable
Earnings of employees per plan per entity. For Remotes forecast for 2018, this is 0.98% for the
Defined Benefit pension plan and 1.35 % for the Defined Contribution Plan. These percentages
are applied to the forecast pension contributions of each plan for 2018.

a) Remotes share of Pension Contributions

Forecast 2018 Forecast 2018 Forecast 2018 Actual 2017
Hydro One Remotes Remotes Remotes
Pension Base Pension Pension
Contributions Pensionable Contributions Contributions
Pension Plan Total $K Earnings % $K $K
Pension Defined Benefit 71,400 0.98% 699 859
Pension - Defined Contribution 1,100 1.35% 15 10

b) There has been no change in the methodology used to calculate and allocate Remotes'
share of the Hydro One pension contributions.
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provision under any comparable federal or provincial legislation, a government institution shall not disclose this document to any party as a result of a
request under the Access to Information Act (Canada) or other applicable legislation.
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DISCLAIMERS

This document is an actuarial valuation report of a pension plan. It is technical in nature and the reader should seek
expert advice to fully understand it. The actuarial results presented here are based on numerous economic and
demographic assumptions as to future events. Emerging experience, differing from the assumptions, will result in
gains or losses that will be revealed in future actuarial valuations.

This report is based on the terms of engagement listed in Appendix A.

This report is based on the premise that all the plan's assets, including any letters of credit, are available to meet the
plan's liabilities included in this valuation.

This report is based on the premise that the plan remains a going concern. This report does not address the
disposition of any surplus assets remaining in the event of plan windup. If an applicable pension regulator or other
entity with jurisdiction directs otherwise, certain financial measures contained in this report, including contribution
requirements, may be affected.

The results presented in this report have been developed using a particular set of actuarial assumptions. Other results
could have been developed by selecting different actuarial assumptions. The results presented in this report are
reasonable actuarial results based on actuarial assumptions reflecting our expectation of future events.

Future contribution levels may change as a result of future changes in the actuarial methods and assumptions, the
membership data, the plan provisions and the legislative rules, or as a result of future experience gains or losses,
none of which have been anticipated at this time.

The results were developed with various data as at the valuation date that were provided to us: plan membership
data, plan assets data, plan provisions and statement of investment policy. Towers Watson Canada Inc. (“Willis
Towers Watson”) has relied on these data after verifying them and assessing their reasonableness. However,
Willis Towers Watson has not independently audited these data.

The information contained in this report was prepared for Hydro One Inc., for its internal use and for filing with the
Pension authorities, in connection with the actuarial valuation of the plan prepared by Willis Towers Watson. This
report is not intended, nor necessarily suitable, for other parties or for other purposes. Furthermore, some results in
this report are based on assumptions mandated by legislation. These results may not be appropriate for purposes
other than those for which they were prepared. Further distribution of all or part of this report to other parties (except
where such distribution is required by applicable legislation) or other use of this report is expressly prohibited without
Willis Towers Watson's prior written consent. Willis Towers Watson is available to provide additional information with
respect to this report to the above-mentioned intended users upon request.

The numbers in this report are not rounded. The fact that numbers are not rounded does not imply a greater level of
precision than if the numbers had been rounded.

Definitions:

Pension authorities means the Financial Services Commission of Ontario and the Canada Revenue Agency
(IICRAII).

Pension legislation means the Pension Benefits Act (Ontario) and Regulation thereto and the Income Tax Act
(Canada) and Regulations thereto ("ITA").
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Introduction

Purpose

This report with respect to the Hydro One Pension Plan has been prepared for Hydro One Inc., the plan
administrator, and presents the results of the actuarial valuation of the plan as at December 31, 2016.

The principal purposes of the report are:

m to present information on the financial position of the plan on going concern, solvency and hypothetical
windup bases; and

m to provide the basis for employer contributions.
Significant Events Since Previous Actuarial Valuation (December 31, 2015)

Since the previous valuation a number of prospective changes have been made with respect to benefits
and member contributions impacting active and disabled members of different employee groups within the
plan.

For Management employees, member contribution rates were increased at various dates, as outlined in
Appendix F. Also, the future Best Average Earnings (“BAE”) and early retirement criteria were amended
as follows:

m for members represented by Power Workers Union (“PWU”) and the Society, for service accrued after
March 31, 2025, the BAE will be based on the highest 60 consecutive months of earnings (updated
from highest 36 consecutive months of earnings used for service accrued until March 31, 2025) as
outlined in the respective collective agreements; and

m for members represented by PWU, for service accrued after March 31, 2025, the early retirement
criteria for an unreduced pension will be changed from the “rule of 82 points” to the “rule of 85 points”
as outlined in the collective agreement.

Details regarding these plan changes are provided in Appendix F. There have been no other changes to
the plan provisions.

There have been no changes to the legislative and actuarial standards. Changes to the going concern
basis are described in Appendix C. Changes to the solvency basis are described in Appendix D.

In 2016, the General Regulation under the Ontario Pension Benefits Act has been amended to provide
temporary solvency relief. This is the first valuation of the plan on or after December 31, 2015. The plan
administrator decided not to apply any new funding relief measures.

WillisTowers Watson L1"I'l:l
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Subsequent Events

We completed this actuarial valuation on April 7, 2017.

On May 19, 2017 the Ontario Ministry of Finance announced certain changes to the funding framework for
defined benefit pension plans registered in Ontario and that related Regulations required to implement the
changes would be released in the fall of 2017. This report has been prepared on the basis of the funding
rules in effect at the time the report was prepared. The impact of the new funding rules will be reflected in
an update to this report or in a subsequent report, as appropriate.

Except as noted above, to the best of our knowledge and on the basis of our discussions with Hydro One
Inc., no other events which would have a material financial effect on the actuarial valuation occurred
between the actuarial valuation date and the date this actuarial valuation was completed.

Next Valuation

The next actuarial valuation of the plan must be performed no later than December 31, 2019.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential



Hydro One Inc.
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Section 1: Going Concern Financial Position

1.1 Statement of Financial Position

December 31, 2016

December 31, 2015

Going Concern Value of Assets

Actuarial Liability

Active and disabled members

Retired members and beneficiaries

Terminated vested members

Total

Additional voluntary contribution

Total Actuarial Liability

Actuarial Surplus (Unfunded Actuarial Liability)

Prior Year Credit Balance

Actuarial Surplus (Unfunded Actuarial Liability)
After Prior Year Credit Balance (PYCB)

Funded ratio?

Excess Actuarial Surplus?

$ 6514349000 $  6,071,094,000
$ 2004991863 $ 2208495000
4,031,088,676 3,860,866,000
44,570,154 39,400,000

$  6,080,650,693 $  6,108,761,000
20,000 20,000

$  6,080670,693 $  6,108,781,000
$ 433,678,307 $ (37,687,000)
(48,000,000) (48,000,000)

$ 385,678,307 $ (85,687,000)
106% 99%

$ 0o 3 0

Notes:

' After reflecting prior year credit balance.
2 Considered to be nil if there is a hypothetical windup or solvency deficit.

Comment:

m The prior year credit balance is employer contributions made prior to the actuarial valuation date that
are in excess of the minimum required and are set aside as a reserve for application towards future

contribution requirements.
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1.2 Reconciliation of Financial Position

Actuarial surplus (unfunded actuarial liability) as at $ (37,687,000)
December 31, 2015 before reflecting prior year credit

balance

Net special payments 24,705,000

Application of:
m Actuarial surplus $
m Prior year credit balance 0 0

Expected interest on:

m  Actuarial surplus (unfunded actuarial liability) $ (2,035,098)
m Net special payments 658,265
m  Application of actuarial surplus 0
m  Application of prior year credit balance 0 (1,376,833)

Plan experience:

m Investment gains (losses) $ 292,379,000
m Salary and YMPE gains (losses) 50,654,805
m  Cost-of-living adjustment gains (losses) 11,039,223
m Retirement gains (losses) (3,952,266)
s Withdrawal gains (losses) (2,481,510)
= Mortality gains (losses) (10,686,136)
m  Miscellaneous liability gains (losses) 50,078,061 387,031,177

Change in actuarial basis:
m Salary Scale assumption $ 142,938,469
m Discount Rate assumption (81,932,506) 61,005,963

Change in plan provisions' 0

Actuarial surplus (unfunded actuarial liability) as at $ 433,678,307
December 31, 2016 before reflecting prior year credit
balance

Note:

" The changes in plan provisions are prospective in nature and do not have an impact on the actuarial liabilities as of the valuation
date.
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1.3 Contributions (Ensuing Year)

December 31, 2016 December 31, 2015

Employer Normal Actuarial Cost

Normal actuarial cost in respect of benefits $ 120,072,874 $ 130,815,000
Estimated member contributions (46,811,492) (45,183,000)
Employer normal actuarial cost $ 73,261,382 $ 85,632,000
Estimated payroll 533,898,396 578,543,000
Employer normal actuarial cost as % of payroll 13.7% 14.8%
Note:

' The December 31, 2016 amount reflects adjustments for members expected to retire or terminate during the year and expected
increases in contribution rates for Management employees.

Reconciliation of Employer Normal Actuarial Cost Contribution Rule

Employer normal actuarial cost as a % of payroll at December 31, 2015 14.8%
= Changes in membership profile (0.1)%
= Changes in plan provisions (1.0)%
m Changes in actuarial basis’ 0.0%
Employer normal actuarial cost as a % of payroll at December 31, 2016 13.7%
Note:

' Reflects impact of net change in actuarial basis (i.e. change in discount rate assumption, salary scale assumption and reflection of
expected payroll).
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1.4 Reconciliation of Prior Year Credit Balance
Prior year credit balance as at December 31, 2015 $ 48,000,000
Actual employer contributions:

m Normal actuarial cost $ 82,065,000

m  Going concern amortization payments 9,119,000

= Solvency amortization payments 15,586,000

m Transfer deficiency payments 0

m Prior year credit balance 0

m  Other contributions 0 106,770,000
Minimum employer contributions required:

m Normal actuarial cost $ (82,065,000)

= Going concern amortization payments (9,119,000)

m  Solvency amortization payments (15,586,000)

m Transfer deficiency payments 0

= Other contributions 0 (106,770,000)
Application against unfunded actuarial liability 0
Prior year credit balance as at December 31, 2016 $ 48,000,000

WillisTowers Watson LiI"I'l:l
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Actuarial Valuation as at December 31, 2016

Section 2: Solvency and Hypothetical
Windup Financial Position

2.1 Statement of Solvency and Hypothetical Windup Financial Position

December 31, 2016

December 31, 2015

Solvency Value of Assets

Market value of assets $ 6,916,827,000 $ 6,743,615,000
Provision for plan windup expenses (7,000,000) (16,859,000)
Total solvency value of assets $ 6,909,827,000 $ 6,726,756,000
Solvency Liability

Active and disabled members $ 2,369,597,002 $ 2,434,330,000
Retired members and beneficiaries 4,127,326,152 3,988,651,000
Terminated vested members 46,840,401 42,265,000
Total $ 6,543,763,555 $ 6,465,246,000
Additional voluntary contribution 20,000 20,000
Total Solvency Liability $ 6,543,783,555 $ 6,465,266,000
Solvency Surplus (Unfunded Solvency Liability) $ 366,043,445 $ 261,490,000

Solvency ratio

Not less than 100%

Not less than 100%

Value of excluded benefits $ 3,475,558,136  $ 3,079,824,000
Total Hypothetical Windup Liability $ 10,019,341,691 $ 9,545,090,000
Hypothetical Windup Surplus (Unfunded $ (3,109,514,691) $ (2,818,334,000)
Hypothetical Windup Liability)

Lesser of estimated employer contributions for the $ 48,000,000 $ 48,000,000
period until the next actuarial valuation and the prior

year credit balance

Transfer ratio 69% 70%
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December 31, 2016 December 31, 2015

PBGF Information

Ontario PBGEF liability $ 6,543,763,555 $ 6,465,246,000
Ontario asset ratio Not less than 100% Not less than 100%
Ontario portion of the fund 6,916,807,000 6,743,595,000
PBGF assessment base 0 0
Ontario additional PBGF liability $ 0o $ 0
Comments:

m The solvency actuarial valuation results presented in this report are determined under a scenario
where, following a plan windup, the employer continues its operations.

m The hypothetical windup valuation results presented in this report are determined under a scenario
where, following a plan windup, the employer continues its operations.

m As the transfer ratio is less than 1.00, transfer deficiencies must be paid over a maximum period of five
years unless the cumulative transfer deficiencies are within the limits prescribed by the Pension
legislation or the employer remits additional contributions in respect of the transfer deficiencies.
Pursuant to Regulations 19(4) or 19(5) to the Pension legislation, approval of the Superintendent will
be required to make commuted value transfers if there has been a significant decline in the transfer
ratio after the actuarial valuation date.
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2.1.1 Determination of the Statutory Solvency Excess (Statutory Solvency Deficiency)

In calculating the statutory solvency excess (statutory solvency deficiency), various adjustments can be

made to the solvency financial position.

December 31, 2016 December 31, 2015

Solvency surplus (unfunded solvency liability)

Adjustments to solvency position:
m  Present value of existing amortization payments
= Smoothing of asset value
m  Averaging of liability discount rate
m  Prior year credit balance

= Total

Statutory solvency excess (statutory solvency deficiency)

$ 366,043,445 $ 261,490,000
$ 58,727,046  $ 41,929,000
(402,478,000) (672,521,000)
265,730,782 345,438,000
(48,000,000) (48,000,000)

$ (126,020,172)  $ (333,154,000)
$ 240,023273  $ (71,664,000)

Comment:

The present value of existing amortization payments reflects any changes made in this actuarial valuation

to going concern amortization schedules.

Details of Present Value of Existing Payments

Month of last
payment

Present value as at

recognized in Annual December 31, 2016
Type of payment Effective date calculation payment (at 3.00% per annum)
Solvency Dec. 31, 2015 Dec. 2020 15,586,000 58,727,046
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Hydro One Pension Plan

Actuarial Valuation as at December 31, 2016

Section 3: Contributions

3.1 Estimated Minimum Employer Contribution

Year

2018 2019

Employer Normal Actuarial $
Cost

Employer Normal Actuarial
Cost as a % of Payroll

Amortization Payments
m  Going Concern $

= Solvency

73,261,382

71,354,000 $ 70,650,379

13.8% 14.0%

Total $

Application of Prior Year Credit
Balance’

Application of Surplus?

(73,261,382)

(71,354,000) (70,650,379)

Estimated Minimum Employer  $
Contribution

Estimated Member
Contributions

46,811,492

47,367,141 46,988,718

Notes:

' As at the actuarial valuation date a $48,000,000 Prior Year Credit Balance exists, which may be applied to reduce Employer

contributions in 2017, 2018 or 2019.

2 Subject to preparation of a cost certificate at beginning of year confirming updated financial position, surplus may be applied in

2018 and 2019.
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3.2 Estimated Maximum Employer Contribution (Ensuing Year)

December 31, 2016

Employer Normal Actuarial Cost $ 73,261,382

Greater of the Unfunded Actuarial Liability and the 3,109,514,691
Unfunded Hypothetical Windup Liability

Estimated Maximum Employer Contribution $ 3,182,776,073

3.3 Timing of Contributions

Employer normal cost and member contributions: monthly and within 30 days of the month to which they
pertain.

Amortization payments: monthly before the end of the month to which they pertain (or replaced by an
equivalent letter of credit), if applicable.

Adjustment to contributions made since the valuation date: within 60 days from the date that this report is
filed with the Pension authorities.
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Section 4: Actuarial Opinion

In our opinion:

m the membership data on which the actuarial valuations are based are sufficient and reliable for the
purposes of the going concern, solvency and hypothetical windup valuations,

m the assumptions are appropriate for the purposes of the going concern, solvency and hypothetical
windup valuations, and

m the methods employed in the actuarial valuations are appropriate for the purposes of the going
concern, solvency and hypothetical windup valuations.

This report has been prepared, and our opinion has been given, in accordance with accepted actuarial
practice in Canada. The actuarial valuations have been conducted in accordance with our understanding
of the funding and solvency standards prescribed by the Pension legislation.

Towers Watson Canada Inc.

TS\ L? %zmnz %%ow

David Kenny Suzanne Jacques
FCIA FCIA

Toronto, Ontario
May 31, 2017
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Appendix A: Significant Terms of
Engagement and Certificate of the Plan
Administrator

A.1  Significant Terms of Engagement

For purposes of preparing this actuarial valuation report, the plan administrator has directed that:

m The actuarial valuation is to be prepared as at December 31, 2016.

m The investment policy dated November 11, 2016, which is the most up-to-date version, should be
considered. There are no expectations that the target asset class distribution will be modified in the
future.

m For the purposes of the going concern valuation, the terms of engagement require the use of a margin
for adverse deviations mentioned in Appendix C.

m The going concern value of assets is to be determined using the averaging technique described in the
Asset Valuation Method section in Appendix C.

m The going concern actuarial cost method to be used is the projected unit credit (benefit accrual
method) described in the Actuarial Cost Method section in Appendix C.

m For purposes of determining the solvency liabilities of the plan, the value of benefits arising from future
inflation are to be excluded.

m The solvency and hypothetical windup valuation results are to be determined under a scenario where
the employer continues to operate and certain expenses are paid from the pension fund (consistent
with past practice) while the employer pays other plan expenses.

m This report is to be prepared on the basis that the employer is entitled to apply the actuarial surplus, if
any, to meet its contribution requirements under the plan.

Should these directions from the plan administrator be amended or withdrawn, Willis Towers Watson
reserves the right to amend or withdraw this report.

WillisTowers Watson L1"I'l:l



Hydro One Inc. Appendix A
Hydro One Pension Plan
Actuarial Valuation as at December 31, 2016 16

A.2 Certificate of the Plan Administrator
| hereby certify that to the best of my knowledge and belief:

m the significant terms of engagement contained in Appendix A of this report are accurate and reflect the
plan administrator's judgement of the plan provisions and/or an appropriate basis for the actuarial
valuation of the plan;

m the information on plan assets, including the information on the investment policy and intended
changes to the asset mix distribution after the valuation date, if any, forwarded to Towers Watson
Canada Inc. and summarized in Appendix B and in Section 4 of this report is complete and accurate;

m the data forwarded to Towers Watson Canada Inc. and summarized in Appendix E and in Section 4 of
this report are a complete and accurate description of all persons who are members of the plan,
including beneficiaries who are in receipt of a retirement income, in respect of service up fo the date of
the actuarial valuation;

m the summary of plan provisions contained in Appendix F of this report is accurate; and
m other than the events mentioned in the Introduction of this report, there have been no events which

occurred between the actuarial valuation date and the date this actuarial valuation was completed that
may have a material financial effect on the actuarial valuation.

i y
K_/ _, May 3/, 2017
Signature Date
Robert Coltravo SUP Chief Investment and Fens/on/
Name Title OFOCer
WillisTowersWatson Li"1*l.l Willis Towers Watson Confidential
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B.1 Statement of Market Value
December 31, 2016 December 31, 2015

Total assets $ 6,909,437,000 $ 6,745,869,000
Net outstanding amounts:

m  Contributions receivable

- Employer normal actuarial cost $ 7,390,000 $ 0

- Members contributions 0 0

- Amortization payments 0 0

- Others 0 0

m Transfers receivable (payable) 0 0

m Benefits payable 0 (2,254,000)

m Expenses and other payables 0 0

m Total net outstanding amounts $ 7,390,000 $ (2,254,000)
Total $ 6,916,827,000 $ 6,743,615,000
Comment:

The data relating to the assets are based on the financial statements prepared and provided by KPMG.
The data relating to net outstanding amounts were furnished by Hydro One Inc.

21
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B.2 Asset Class Distribution

The following table shows the target asset allocation stipulated by the plan’s investment policy in respect
of major asset classes and the actual asset allocation as at December 31, 2016.

Asset allocation as at

Target asset allocation December 31, 2016
Canadian equities 12.0% 13.9%
Foreign equities 38.0% 47.4%
Bonds and debentures 33.0% 31.6%
Real estate and infrastructure 10.0% 1.5%
Cash and short-term investments 2.0% 4.0%
Private Equities 5.0% 1.6%
Total 100.0% 100.0%
WillisTowers Watson L:1"I'l:l Willis Towers Watson Confidential
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B.3 Reconciliation of Assets
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Assets as at December 31, 2015

Receipts:

= Contributions:
- Employer normal actuarial cost
- Employer amortization payments
- Members' current service contributions
- Past service contributions
- Reciprocal Transfers
- Provision for non-investment expenses

m Investment return, net of investment expenses

m Total receipts

Disbursements:
m Benefit payments:
- Pension payments
- Lump sum settlements
- Other benefit payments
m  Non-investment expenses

m Total disbursements

Assets as at December 31, 2016

$ 6,745,869,000

$ 74,675,000
24,705,000
44,305,000
366,000
125,000

0 144,176,000

371,126,000
$ 515,302,000

$ (301,029,000)
(25,161,000)
0 $ (326,190,000)

(25,544,000)
$  (351,734,000)

$ 6,909,437,000

Comments:

m This reconciliation is based on the financial statements prepared and provided by KPMG.

m The rate of return earned on the market value of assets, net of all expenses, from December 31, 2015

to December 31, 2016 is approximately 5.2% per annum.

m For further details on the non-investment expenses noted above, refer to the financial statements

prepared by KPMG.

23
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December 31, 2012

Adjusted Market Value Beginning from:
December 31, 2013

December 31, 2014

December 31, 2015

December 31, 2016

Adjusted market value as at December 31, 2012
Net cash flow for 2013

Assumed investment return

Adjusted market value as at December 31, 2013
Net cash flow for 2014

Assumed investment return

Adjusted market value as at December 31, 2014
Net cash flow for 2015

Assumed investment return

Adjusted market value as at December 31, 2015
Net cash flow for 2016

Assumed investment return

Adjusted market value as at December 31, 2016

Going Concern Value of Assets

Average of the five adjusted market values as at December 31, 2016

Net outstanding amounts

Going concern value of assets as at December 31, 2016

$

5,004,546,000
(126,979,000)
271,805,000

5,149,372,000
(106,744,000)
295,612,000

5,338,240,000
(117,373,000)
306,262,000

5,527,129,000
(182,014,000)
293,615,000

5,638,730,000

5,743,450,000
(108,744,000)
330,068,000

5,966,774,000
(117,373,000)
342,717,000

6,192,118,000
(182,014,000)
329,525,000

6,339,629,000

$

6,311,204,000
(117,373,000)
362,695,000

6,556,526,000
(182,014,000)
349,203,000

6,723,715,000

$

$

6,745,869,000
(182,014,000)
359,427,000

6,923,282,000

$  6,909,437,000
$ 6,506,959,000

7,390,000
$ 6,514,349,000

Comment:

The rate of return earned on the going concern value of assets, net of all expenses, from December 31, 2015 to December 31, 2016 is

approximately 10.3% per annum.

WillisTowers Watson LiI"I'l:l
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Appendix C: Actuarial Basis - Going
Concern Valuation

C.1 Methods

Asset Valuation Method

The going concern value of assets was calculated as the average of the market value of invested assets
at the valuation date and the four previous years' adjusted market values. The market values at
December 31 of each of the four preceding years were accumulated to the valuation date with net cash
flow (i.e., contributions less benefit payments) and assumed investment return. Net cash flow was
assumed to occur uniformly throughout each year. Assumed investment return for a year was calculated
assuming that each year, the assets earned interest at the going concern discount rate in effect for that
year. Finally, this 5-year average of adjusted market values was then adjusted for net additional
outstanding amounts.

The objective of the asset valuation method is to produce a smoother pattern of going-concern surplus
(deficit) and hence a smoother pattern of contributions, consistent with the long-term nature of a going
concern valuation.

Such smoothing is achieved by use of an averaging process which systematically recognizes investment
returns different from expectations over a 5-year period, with 20% recognized at the valuation date and the
remainder at a rate of 20% per year. This method will be expected to average periods of outperformance
with periods of underperformance.

The expected return of the going concern discount rate has been selected to equal the expected return on
the assets over long periods of time, with a margin for adverse directions. As such, it is anticipated that, on
average, the asset valuation method will tend to produce a result that is somewhat less than the market
value of assets.

Actuarial Cost Method

The actuarial liability and the normal actuarial cost were calculated using the projected unit credit (benefit
accrual) method.

Additional Voluntary Contributions

For the purposes of the going concern valuation, the determination of the actuarial liability for the
additional voluntary contributions does not involve the use of an actuarial cost method, nor does it involve
actuarial assumptions. By definition, the actuarial liability under the additional voluntary contributions
corresponds with the market value of the members' additional voluntary contribution accounts at the
actuarial valuation date.

WillisTowersWatson L1"I"l:l
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December 31, 2016

December 31, 2015

Economic Assumptions
(per annum)

Liability discount rate
Inflation rate

Rate of salary increase

Escalation of YMPE under
Canada/Québec Pension Plan 2

Escalation of Income Tax Act
(Canada) maximum pension
limitation 3

Interest on members' contributions

Demographic Assumptions
Mortality

Retirement from active membership

Withdrawal

Disability incidence/recovery

Other

Percentage of members with eligible
spouses at pension commencement
and electing joint and survivor
pension form

Years male spouse older than female

spouse

Provision for non-investment
expenses

5.30%
2.00%

2.50% plus merit and
promotion (see table 1)'

3.00%

3.00%

2.00%

95% of the 2014 Private
Sector Canadian Pensioners’
Mortality Table, projected
generationally using Scale
CPM-B

Age and service related rates
(see table 3)

Age-related rates
(see table 4)

Age-related rates
(see table 5)

90%

None; return on plan assets is
net of all expenses

5.40%
Same
2.50%

plus merit and

promotion (see table 2)

Same

Same

Same

Same

Same

Same

Same

Same

Same

Same

WillisTowers Watson LiI"I'l:l
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Notes:

1
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For PWU for 2017, 1.0% increase plus merit and promotion. For Society for 2017 and 2018, 0.5% increase plus merit and
promotion (per current collective bargaining agreements).

2 The YMPE of $55,300 for 2017 is the starting value for the YMPE projection as at the current actuarial valuation and is indexed

starting in 2018.

Table 1 — Merit and Promotion Scale

First 4 Years of

Age Employment Subsequent Years

Under 25 7.5% 2.0%
25-29 5.5% 2.0%
30-34 3.5% 2.0%
35-39 3.5% 1.5%
40 - 44 3.5% 1.5%
45-49 2.0% 1.0%
50 - 54 2.0% 1.0%
55-59 1.0% 0.5%
60 & over 1.0% 0.0%

27

The Income Tax Act (Canada) maximum pension limit of $2,914.44 per year of service in 2017 is the starting value for maximum
pension limit projection as at the current valuation and is indexed starting in 2018.
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Table 2— Merit and Promotion Scale (Prior Valuation)

First 4 Years of

Age Employment Subsequent Years

Under 25 7.0% 1.0%
25-29 3.0% 1.0%
30-34 3.5% 1.5%
35-39 3.5% 1.5%
40-44 3.5% 2.0%
45 - 49 3.5% 1.5%
50 - 54 2.0% 1.5%
55-59 2.0% 1.5%
60 & over 2.0% 0.0%

Table 3— Retirement Rates

Eligible for Unreduced Retirement Not Eligible for

Based on points 35 years of service Unreduced

Age (82 or 85) and over Retirement

Under 55 10% 30% 0%
55 to 59 15% 30% 5%

60 to 64 12% 30% 7%

65 50% 30% 20%

66 to 69 25% 30% 15%

70 and over 100% 100% 100%

Table 4 — Withdrawal Rates

Service (years)

Male & Female

Under 20

20 and over

1%
0%

WillisTowers Watson LiI"I'l:l
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Table 5— Disability Rates

Age Male & Female

Under 30 0%

30 to 35 0.105%
351040 0.110%
40to 45 0.115%

45 to 50 0.120%

50 to 55 0.295%

55 to 59 1.000%

60 and above 1.878%

WillisTowersWatson L1"I"l:l
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C.3 Rationale for Actuarial Assumptions

The rationale for the material actuarial assumptions used in the going concern valuation is summarized
below.

The going concern assumptions do not include margins for adverse deviations, except as noted below.
Liability discount rate

The assumption is an estimate of the expected long-term return on plan assets adjusted as follows:

m Expected long-term return on plan assets before adjustments 5.79%
= Investment management fees (0.04)%
= Adjustment for non-investment expenses paid by the plan (0.10)%
m  Margin for adverse deviations (0.40)%
= Rounding effect (discount rate is rounded to 10 basis points) 0.05%
m Expected long-term return on plan assets after adjustments and margin 5.30%

Inflation rate

Estimate of future rates of inflation considering economic and financial market conditions.

Rate of salary increase

= Assumed rate of inflation per annum 2.00%
m Effect of real economic growth and productivity gains in the 0.50%
economy

m Individual employee merit and promotion based on a scale which
varies by age and service

m Total rate of salary increase 2.50% plus merit
and promotion (see
table 1)

Escalation of YMPE under C/QPP and ITA limit

Indexed annually based on increases in the Industrial Aggregate Wage index for Canada, assumed to be
a rate of inflation of 2.00% per annum, plus 1.00% per annum for the effect of real economic growth and
productivity gains in the economy.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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Mortality

Base mortality rates from the CPM2014Priv table, with a multiplier of 95% based on a review of the plan's
actual mortality experience over the period 2007-2015 are considered reasonable for the actuarial
valuation. Applying improvement scale CPM-B generationally provides allowance for improvements in
mortality after 2014 and is considered reasonable for projecting mortality experience into the future.

Retirement from active membership

The rates of retirement were developed based on a review of plan experience for the years 2007 to 2015
and an assessment of future expectations. All members are assumed to commence their pension at their
retirement date.

Pension commencement after termination of employment

All terminated members are assumed to commence their pension at the age that produces the highest
liability.

Withdrawal

The rates of withdrawal were developed based on a review of plan experience for the years 2007 to 2015
and an assessment of future expectations.

Percentage of involuntary terminations of employment

No allowance has been made for involuntary terminations of employment since assuming otherwise would
not have a material impact on the actuarial valuation results.

Disability incidence/recovery

The rates of disability incidence/recovery are based on a prior assessment performed by Mercer (Canada)
Limited. The use of a different assumption would not have a material impact on the actuarial valuation
results.

WillisTowersWatson L1"I"l:l
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Percentage of members with eligible spouses at pension commencement and electing joint and
survivor pension form

When provided, the actual data for the spouse and form of payment were used for retired members. For
other members, the assumed percentage of members with a spouse is based on the percentages for the
general population and an assessment of future expectations for members of the plan.

Years male spouse older than female spouse

When provided, the actual data for the spouse were used for retired members. For other members, the
assumption is based on surveys of the age difference in the general population, a review of plan data for
the years 2006 to 2015, and an assessment of future expectations for members of the plan.

Provision for non-investment expenses

The liability discount rate is net of all expenses. The assumed level of expenses reflected in the liability
discount rate is based on recent experience of the plan and an assessment of future expectations.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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Appendix D: Actuarial Basis - Solvency and
Hypothetical Windup Valuations

D.1 Methods

Asset Valuation Method

The market value of assets, adjusted for net outstanding amounts, has been used for the solvency and
hypothetical windup valuations. The resulting value has been reduced by a provision for plan windup
expenses.

The adjustment in respect of the smoothing of solvency assets for purposes of determining the statutory
solvency deficiency was calculated as the difference between the going concern value of assets used for
the going concern valuation and the market value of assets.

Liability Calculation Method

The solvency and hypothetical windup liabilities for members were calculated using the traditional unit
credit cost method.

Other Considerations

The solvency and hypothetical windup valuations have been prepared on a hypothetical basis. In the
event of an actual plan windup, the plan assets may have to be allocated between various classes of plan
members or beneficiaries as required by applicable Pension legislation. Such potential allocation has not
been performed as part of these solvency and hypothetical windup valuations.

D.2 Solvency Incremental Cost Actuarial Method

To calculate the Solvency Incremental Cost ("SIC"), we used the same method as for the solvency
valuation.

No new entrants have been considered on the basis that such assumptions would not have a material
impact on the SIC. The benefits and members' contributions were projected using the going concern
valuation assumptions and the plan provisions.

We adjusted the expected settlement method at the end of the projection period to reflect demographic
evolution. Regardless of that change, we used the discount rate applicable on the settlement method at
the valuation date for each member. The liability discount rates (before averaging) are expected to remain
at their current level over the projection period.

WillisTowersWatson L1"I"l:l
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December 31, 2016

December 31, 2015

Economic Assumptions (per annum)

Liability discount rate (before averaging for
solvency and for hypothetical windup)

= Annuity purchase (non-indexed)
= Annuity purchase (fully-indexed)
= Annuity purchase (partially-indexed)'

s Commuted value (non-indexed)
s Commuted value (fully-indexed)

s Commuted value (partially-indexed)'

Liability discount rate (after averaging for
solvency)

= Annuity purchase

s Commuted value

Discount rate for determining amortization
payments?

Escalation of Income Tax Act (Canada)
maximum pension limitation®

Demographic Assumptions
Mortality

Withdrawal
Disability incidence/recovery

Retirement/pension commencement

Other

Percentage of members with eligible
spouses at pension commencement and
electing joint and survivor pension form

Years male spouse older than female spouse

3.10%
-0.09%
0.71%

2.20% for 10 years, 3.50%
thereafter

1.10% for 10 years, 1.30%
thereafter

1.40% for 10 years, 1.90%
thereafter

3.44%

2.44% for 10 years, 3.84%
thereafter

3.00%

1.13% for 10 years, 2.14%
thereafter

CPM2014 Canadian
Pensioners' Mortality Table,
projected generationally using
Scale CPM-B

N/A
N/A

Described in detail in
D4

90%

3

3.10%
-0.05%
0.74%

2.10% for 10 years, 3.70%
thereafter

1.30% for 10 years, 1.80%
thereafter

1.50% for 10 years, 2.30%
thereafter

3.58%

2.52% for 10 years, 3.96%
thereafter
3.40%

1.16% for 10 years, 2.20%
thereafter

Same

Same

Same

Same

Same

Same

WillisTowers Watson LiI"I'l:l
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December 31, 2016

December 31, 2015

Percentage of members receiving settlement
by commuted value transfer*

Provision for expenses solvency and
hhypothetical windup expenses

Retired members and
beneficiaries: 0%

Other members:
= Not eligible for
retirement: 60%

m Eligible for retirement:

20%

$7,000,000

Same

Other members:
= Not eligible for retirement:
70%
m Eligible for retirement:
40%

0.25% of assets

Notes:

the first 10 years) and annuity purchase.

Applicable to New Society and New Management members only.

The balance are assumed to receive settlement by annuity purchase.

35

Equal to the liability-weighted average of the liability discount rates for settlements by commuted value transfer (rate in effect for

The Income Tax Act (Canada) maximum pension limit is $2,914.44 per year of service in 2017 and is indexed starting in 2018.
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D.4 Rationale for Actuarial Assumptions

The rationale for the material actuarial assumptions used in the solvency and hypothetical windup
valuations is summarized below.

The actuarial assumptions used in the solvency and hypothetical windup valuations do not include
margins for adverse deviations.

Liability discount rate for solvency (before averaging) and hypothetical windup

Portion of the solvency and hypothetical windup liabilities expected to be settled by a group annuity
purchase: Based on the CIA annuity purchase guidance applicable at the valuation date. The duration of
the liabilities assumed to be settled through the purchase of non-indexed annuities is 11.9.

Portion of the solvency and hypothetical windup liabilities expected to be settled by commuted value
transfer: Prescribed rates at the valuation date.

Liability discount rate for solvency (after averaging)
The average discount rates for calculation of the statutory solvency deficiency are based on the following:

m Benefits that are expected to be settled by a group annuity purchase, the average of the annualized
approximate annuity purchase rates at December 31, 2016 and the four previous year-ends’,
determined as follows:

December 31, 2012 3.44%
December 31, 2013 4.38%
December 31, 2014 3.18%
December 31, 2015 3.10%
December 31, 2016 3.10%
Average 3.44%
Note:

' The approximate annuity purchase interest rates prior to October 1, 2015 have been adjusted to reflect the change in the
mortality table assumption applicable to the determination of liabilities settled by group annuity purchase.

WillisTowers Watson LiI"I'l:l Willis Towers Watson Confidential
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Benefits that are expected to be settled by commuted value transfers, the average of the interest rates
determined under the Standards of Practice for Pension Commuted Values, published by the Canadian
Institute of Actuaries, at December 31, 2016 and the four previous year-ends’, determined as follows:

Rate for 10 years Rate after 10 years

December 31, 2012 2.40% 3.60%
December 31, 2013 3.00% 4.60%
December 31, 2014 2.50% 3.80%
December 31, 2015 2.10% 3.70%
December 31, 2016 2.20% 3.50%
Average 2.44% 3.84%
Note:

' The Standards of Practice for Pension Commuted Values effective on December 31, 2016 are assumed to have always
been in effect when determining the interest rates prior to October 1, 2015.

Escalation of Income Tax Act (Canada) maximum pension limitation

The maximum pension is indexed annually with the expected increase in the Industrial Aggregate Wage
index (commuted value transfers, inflation rate, plus 1.0%).

Pre-retirement and Post-retirement pension increases

For the solvency valuation, as permitted under the Pension legislation, pension increases are assumed to
be nil. For the hypothetical windup valuation, the assumption has been determined by applying the
increase provision specified in the plan to the inflation assumption.

Mortality

For benefits that are expected to be settled by group annuity purchase and commuted value transfer:
Prescribed table. No pre-retirement mortality has been assumed in order to approximate the value of pre-
retirement death benefits.

Retirement/pension commencement

For active and disabled members:

= Members eligible to retire: pension commences at the age that produces the highest actuarial value
(including statutory grow-in rights).

WillisTowersWatson L1"I"l:l
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= Members with age plus continuous service greater than or equal to 55 years and employed in Ontario
or Nova Scotia: pension commences at the age that produces the highest actuarial value of pension
(including statutory grow-in rights).

m  Other members: pension commences at the age that produces the highest actuarial value

For deferred vested members:

m  Members are assumed to retire at the earliest age at which they qualify for an unreduced pension.

For the benefits that are expected to be settled by a group annuity purchase, this is consistent with the
expected assumption that will be used by insurers to price the group annuity. For benefits that are
expected to be settled by commuted value transfers, this assumption is in accordance with the Canadian
Institute of Actuaries’ Standards of Practice for Pension Commuted Values.

Percentage of members with eligible spouses at pension commencement and electing joint and
survivor pension form

See rationale for going concern assumptions in Appendix C.

Percentage of members receiving settlement by commuted value transfer

This assumption has been determined by considering the benefit provisions of the plan, legislative
requirements to offer specific settlement options to various classes of members, and, in particular, the
options to be provided to members upon plan windup.

The assumption also reflects the expectation that members further from retirement are more likely to elect
to settle their pension benefit by a commuted value transfer, while members closer to retirement are more
likely to elect to settle their pension benefit through a group annuity purchase where this option is
available. In addition, the assumption reflects past plan experience for terminating and retiring members.

Provision for expenses

Allowance was made for normal administrative, actuarial, legal and other costs which would be incurred if
the plan were to be wound up (excluding costs relating to the resolution of surplus or deficit issues). The
actuarial valuation is premised on a scenario in which the employer continues to operate after the windup
date. In establishing the allowance for plan windup costs, certain administrative costs were assumed to be
paid from the pension fund (consistent with past practice) while other costs were assumed to be borne
directly by the employer.
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Appendix E: Membership Data

Summary of Membership Data

Active members

December 31, 2016 December 31, 2015
= Number 5,310 5,355
m Average age 44 1 44 1
m Average credited service 13.0 13.3
= Annual payroll $ 550,645,330 $ 543,523,888
= Average payroll $ 103,700 $ 101,498
m Accumulated contributions with interest $ 374,506,285 $ 367,013,623

Disabled Members

December 31, 2016 December 31, 2015
= Number 137 131
m Average age 54.3 54.9
m Average credited service 22.3 23.4
= Annual payroll $ 12,298,641 $ 11,169,636
m Average payroll $ 89,771 $ 85,264
m  Accumulated contributions with interest $ 9,357,538 $ 9,230,244

Comment:

The following distribution relates to active and disabled members. The following meanings have been
assigned to age and credited service:

m  Age: Age as at December 31, 2016
m Credited Service: Credited service as at December 31, 2016

m Payroll: Estimated 2017 pensionable earnings
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Active and Disabled Members

Credited Service

Age 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35+ Total
<25 Number 35 35
Average Earnings 77 466 77,466
25-29 Number 333 140 473
Average Eamings g7 701 94,944 89,845
30-34 Number 312 692 40 1,044
Average Eamings g0 693 99,199 106,071 96,920
35-39  Number 146 364 184 21 715
Average Earnings 94 786 99,702 108,952 108,281 101,330
40-44 Number 82 233 153 53 521
Average Earnings 97,691 105,111 107,878 115,547 105,817
45-49  Number 51 194 101 41 25 122 534
Average Earnings 100,550 104,419 112,913 115,371 114,284 109,094 108,027
50-54  Number 55 174 95 93 32 420 153 8 1,030
Average Earnings 105,114 103,287 108,809 107,024 105,991 110,875 110,846 111,512 108,596
55-59 Number 34 124 59 65 17 177 159 74 709
Average Earnings g4 ,969 102,265 107,267 114,299 116,122 107,555 112,538 124,596 109,578
60-64 Number 14 50 33 38 6 54 40 66 301
Average Earnings 92,786 105,568 108,867 107,559 129,779 106,132 112,811 102,387 106,435
65 + Number 2 15 16 6 2 14 16 14 85
Average Earnings 102,240 110,902 103,624 93,971 209,079 115,982 118,793 119,195 114,131
Total Number 1,064 1,986 681 317 82 787 368 162 5,447
Average Earnings 91,730 100,993 108,834 110,921 114,875 109,618 112,136 114,435 103,349
Average Age = 44.3 Average Credited Service = 13.3
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Retired members

December 31, 2016 December 31, 2015
s Number 5,562 5,502
m Average age 71.7 71.5
m Total annual pension $ 238,697,672 $ 240,389,865
m Average annual pension’ $ 42,916 $ 43,691
m Total temporary annual pension $ 24,729,454 $ 24,642,237
Beneficiaries and survivors
December 31, 2016 December 31, 2015
s Number 1,772 1,777
m Average age 80.9 80.4
m Total annual pension $ 45,251,888 $ 44,098,256
= Average annual pension’ $ 25,537 $ 24,816
m Total temporary annual pension $ 510,660 $ 460,627
Terminated vested members
December 31, 2016 December 31, 2015
s Number 309 294
m Average age 53.9 53.5
m Total annual pension? $ 3,151,778 $ 2,872,957
m Average annual pension $ 10,200 $ 9,772

Notes:

! Excluding temporary annual pension.

2 Prior to application of Income Tax Act maximum pension limits.
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Review of Membership Data

The membership data were supplied by Hydro One Inc.’s third-party administrator, Morneau Shepell, as at
December 31, 2016.

Elements of the data review included the following:

m ensuring that the data were intelligible (i.e., that an appropriate number of records was obtained, that
the appropriate data fields were provided and that the data fields contained valid information);

m preparation and review of membership reconciliations to ascertain whether the complete membership
of the plan appeared to be accounted for;

m review of consistency of individual data items and statistical summaries between the current actuarial
valuation and the previous actuarial valuation;

m review of reasonableness of individual data items, statistical summaries and changes in such
information since the previous actuarial valuation date; and

m comparison of the membership data and the plan’s financial statements for consistency.

However, the tests conducted as part of the membership data review may not have captured certain
deficiencies in the data. We have also relied on the certification of the plan administrator as to the quality
of the data.
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Membership Reconciliation
Beneficiaries
Terminated and
Actives Disabled vested Retired survivors Total
As at December 31, 2015 5,355 131 294 5,502 1,777 13,059
= Newentrants 232 0 0 0 0 232
(including re-employed)
s From disabled 6 (6) 0 0 0 0
m To disabled (22) 22 0 0 0 0
m  Terminated (with lump sum (16) 0 4) 0 0 (20)
payment)
m  Termination (with vested (33) 0 33 0 0 0
pension entitlement)
m Retirement (206) (9) (13) 228 0 0
m Deceased
(without beneficiary)’ (2) 0 (1) (72) (110) (184)
m Deceased (with beneficiary) (4) (1) 0 (96) 102 0
= New ex-spouse 0 0 0 0 3 3
m Data corrections 0 0 0 0 0
s Net change (45) 6 15 60 (5) 31
As at December 31, 2016 5,310 137 309 5,562 1,772 13,090

" Includes pensioners whose guarantee period has expired.

43
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Appendix F: Summary of Plan Provisions

The following is an outline of the principal features of the plan which are of financial significance to valuing
the plan benefits. This summary is based on the most recently restated plan document as at November 7,
2016 and amendments up to and including the valuation date, as provided by Hydro One Inc. It is not a
complete description of the plan terms and should not be relied upon for administration or interpretation of
benefits. For a detailed description of the benefits, please refer to the plan document.

Membership
The following categories of employees are members of the Pension Plan:
a) All regular employees (see Note 1a and Note 1b);

b) Employees for whom the Office and Professional Employees International Union was the
bargaining agent prior to July 30, 1982;

c) Continuing construction employees who were members admitted to the Ontario Electricity
Financial Corporation Pension Plan and its predecessors;

d) Employees who became continuing construction clerical employees after July 29,1982 and before
August 8, 1984;

e) Employees who have completed three months of continuous employment as a probationary
employee (see Note 1a and Note 1b).

Note 1a: Management employees hired on or after January 1, 2004 and Society represented employees
hired on or after November 17, 2005 are eligible after completing three months of continuous employment
but are not required to join the Pension Plan.

Note 1b: Management employees who were not eligible to elect to become a member of the Pension Plan
on or after September 30, 2015 are no longer eligible to join the Pension Plan.

Any other employee who has completed twenty-four months of continuous employment and who has at
least 700 hours of employment or earnings of 35% of the Year's Maximum Pensionable Earnings
(“YMPE”), as defined under the Canada Pension Plan in each of the two previous consecutive calendar
years, may elect to become a member of the Pension Plan.
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Normal Retirement Date

a) Female members whose continuous employment commenced prior to January 1, 1976: The first
day of the month when she in fact retires, coincident with or next following the attainment of age
60 or any subsequent month up to the month coincident with or next following her 65th birthday.

b) All other members: The first day of the month coincident with or next following the attainment of
age 65.

Amount of Accrued Pension

Life Pension

a) 2% of the member’s “high three-year average” (see Note 6) for each year of credited service,
subject to a maximum of 35 years (see Note 2 and Note 3).

Note 2: For Management employees hired on or after January 1, 2004, and Society represented
employees hired on or after November 17, 2005 the reference to “high three-year average” is changed to
“high five-year average” for pensionable service while a Management or Society-represented employee.

Note 3: For members represented by PWU and the Society, for service accrued after March 31, 2025 for

current employees and new hires, the benefit calculated will be determined using “high five-year average”
(updated from “high three-year average” used for service accrued until March 31, 2025) as outlined in the
respective collective agreements.

LESS

b) 0.625% of the member’s “high five-year average” up to the “average YMPE” (see Note 6) for each
year of credited service included in (a) above subsequent to December 31, 1965, subject to a
maximum of 35 years — see Note 4.

Note 4: Effective July 1, 2001, for members of the PWU, and effective January 1, 2004, for Society
represented members hired before November 17, 2005; the factor is reduced from 0.625% to 0.50%.

Bridge Pension (see Note 5)

0.625% of the member’s “high five-year average” up to the “average YMPE” (see Note 6) for each year of
credited service included in (a) above, subject to a maximum of 30 years, multiplied by 35, and divided by
30. This is generally payable until age 65.

The bridge benefit is reduced for early retirement in accordance with the same early retirement reduction
provision applicable to the early retirement life pension described below.
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Note 5: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, no bridge pension is payable for pensionable service
while a Management or Society-represented employee. Effective January 1, 2018, Society represented
employees hired on or after November 17, 2005 will be entitled to a bridge benefit equal to 0.625% up to
the average YMPE for each year of service from January 1, 2018 onward while the member is earning a
benefit under the basic formula.

Note 6: “High three-year average”/ “high five-year average” is the average of the member’s base annual
earnings plus bonuses up to a set percentage during the 36/60 consecutive months when the base
earnings were highest. For earnings after 1999, the percentage of bonus under the performance
achievement plan included in pensionable earnings is 50%. The “average YMPE” is the average of the
YMPE's during the 60 consecutive months when the base earnings were highest.

Early Retirement

Age Plus Service (See Note 7 and Note 8)

A member may retire prior to the normal retirement date without any reduction in the accrued pension, if
the sum of the member’s age and years of continuous employment is equal to or greater than 82 or the
member has 35 years of continuous employment, whichever occurs first (see Note 7).

Note 7: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, retirement without reduction is available when the sum of
the employee’s age and years of pensionable service is equal to or greater than 85 or the employee has
35 years of pensionable service, whichever occurs first.

Note 8: For members represented by PWU, for service accrued after March 31, 2025, the early retirement
criteria for an unreduced pension will be changed from the sum of the employee’s age and years of
pensionable service is equal to or greater than 82 to the 85 as outlined in the collective agreement.

25 or More Years of Continuous Employment (see Note 9)

A member who does not qualify for the early retirement provisions above who is at least age 55 and has
25 or more years of continuous employment may retire prior to age 60, in which case the member’s
accrued pension is reduced by 3% for each year by which early retirement precedes age 60. These
reductions also apply to members who elected a deferred pension when they left the Pension Plan and
had 25 or more years of continuous employment.

Female Members with More Than 15 Years or Other Members with 15 or More Years but Less than 25
Years of Continuous Employment (see Note 9)

A female member whose continuous employment commenced prior to 1976 with at least 15 years of
continuous employment, or any other member with 15 or more years but less than 25 years of continuous
employment, who does not qualify for any of the previously mentioned early retirement provisions, may
retire within 10 years of normal retirement date. In such a case the member’s accrued pension is reduced
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by 2% for each year up to five years and 3% for each additional year by which the early retirement date
precedes the member’s normal retirement date.

These reductions apply with respect to a female member whose employment commenced prior to 1976
and who has a deferred pension and at least 25 years of continuous employment at retirement. For any
other members who have a deferred vested pension and have fewer than 25 years of continuous
employment and are at least age 55 when they request that the pension payments begin, the deferred
vested pension will be actuarially reduced (unless the member was eligible for an unreduced early
retirement provision in effect when the member terminated active employment).

Other Members

A member, who does not qualify under any of the previously mentioned early retirement provisions, may
retire within 10 years of normal retirement date. If the retirement occurred prior to July 1, 2012, the
member is also required to have at least two years of Pension Plan membership. In such a case, the
pension is the actuarial equivalent of the member’s deferred pension provided that the reduction shall not
be less than the minimum early retirement reduction required under the Income Tax Act (Canada).

Terminated Members with Deferred Pensions

A terminated member with a deferred pension may retire under any of the previously mentioned provisions
for early retirement without reduction provided that such provision was in effect on the date of termination.
In addition, if the member’s employment is terminated on or after July 1, 2012, the member may be eligible
for grow-in benefits under the Pension Benefits Act (Ontario) (“PBA”), resulting in the member being
entitled to early retirement benefits under the Pension Plan that the member would not otherwise be
eligible to receive on the date of termination.

Note 9: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005 all references to “continuous employment” are to be
replaced with “pensionable service” for service while a Management or Society-represented employee.

Postponed Retirement

Members who work past their normal retirement date shall continue to accrue benefits until December 1st
of the calendar year they reach age 71 (or the Income Tax Act age limit, if different), they reach the 35
year service limit, or they terminate employment, whichever occurs first. If a member reaches 35 years of
service and ceases contributions to the Pension Plan, service after 35 years is not counted in the
calculation of the member’s pension, but the pension is calculated using the member’s base earnings up
to the date of postponed retirement. If the member works past age 71, the member’s pension will
commence to be paid not later than December 1st of the year in which the member turns age 71.

Pension Increases

Pension increases of 100% (see Note 10) of the increase in the Consumer Product Index (“CPI1”)
(Ontario), for the 12-month period ending in June of the previous year , will be given every January 1 to
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pensioners, beneficiaries and terminated employees with deferred pensions to an annual maximum of 8%
each year after 1999. Any excess will be carried forward to use in future years up to the 8% limit.

Note 10: For Management employees hired on or after January 1, 2004 and Society represented
employees hired on or after November 17, 2005, pension increases of 75% CPI (Ontario) for the 12-month
period ending in June of the previous year will be given every January 1, to an annual maximum increase
of 6%, with no carry forward.

Disability

A totally disabled employee receives benefits from an income replacement plan and ceases to contribute
to the Pension Fund, but continues to accrue credited service. For this member, the base annual earnings
for pension purposes are deemed to be increased by the same percentage increases described for
pensions above.

Employee Contributions

Members represented by the Management hired on or after January 1, 2004 contribute at the following
rates until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2017,

i 7.00% of base annual earnings up to the YMPE; and

ii. 9.00% of base annual earnings in excess of the YMPE;
On and after April 1, 2017,

i. 7.75% of base annual earnings up to the YMPE; and

ii. 9.75% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

i. 8.25% of base annual earnings up to the YMPE; and

ii. 10.75% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Members represented by the Management hired before January 1, 2004 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2017,

iii. 7.00% of base annual earnings up to the YMPE; and

iv. 9.00% of base annual earnings in excess of the YMPE;
On and after April 1, 2017,

iii. 8.00% of base annual earnings up to the YMPE; and

iv. 10.00% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

i. 8.75% of base annual earnings up to the YMPE; and
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ii. 11.25% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Members represented by the Society hired on or after November 17, 2005 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2017,

V. 7.00% of base annual earnings up to the YMPE; and

Vi. 9.00% of base annual earnings in excess of the YMPE;
On and after April 1, 2017,

V. 7.75% of base annual earnings up to the YMPE; and

Vi. 9.75% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

iii. 8.25% of base annual earnings up to the YMPE; and

iv. 10.75% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Members represented by the Society hired before November 17, 2005 contribute at the following rates
until they complete 35 years of credited service (see Note 11):

Up to and including March 31, 2017,

vii. 7.50% of base annual earnings up to the YMPE; and
viii. 9.50% of base annual earnings in excess of the YMPE;
On and after April 1, 2017,

Vii. 8.25% of base annual earnings up to the YMPE; and
viii. 10.25% of base annual earnings in excess of the YMPE;
On and after April 1, 2018,

iii. 8.75% of base annual earnings up to the YMPE; and

iv. 11.25% of base annual earnings in excess of the YMPE;
up to the limits established by the Income Tax Act.

Note 11: For Society represented members hired before November 17, 2005, contributions increase by
0.5% in the event that after January 1, 2004 a valuation report reveals that the solvency assets are lower
than 106% of the solvency liabilities. Effective April 1, 2018 this clause is no longer applicable.

Members represented by the PWU contribute at the following rates until they complete 35 years of
credited service:

Up to and including March 31, 2017,

i. 8.25% of base annual earnings up to the YMPE; and

ii. 10.25% of base annual earnings in excess of the YMPE;
On and after April 1, 2017,

i. 8.75% of base annual earnings up to the YMPE; and
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ii. 11.25% of base annual earnings in excess of the YMPE;

up to the limits established by the Income Tax Act.

Death Before Retirement

No Surviving Spouse or Eligible Dependent Children

Fewer than two years of Pension Plan membership (Deaths prior to July 1, 2012)
The member’s beneficiary or estate receives a cash refund of the member’s contributions plus interest.
Two or more years of Pension Plan membership

The beneficiary or estate will receive the following:
m For pre-1987 service: a cash refund of the member’s contributions plus interest.

m For post-1986 service: a lump sum equal to the commuted value of the member’s pension earned
since 1986, plus a refund of any excess contributions.

For deaths occurring on or after July 1, 2012, the beneficiary or estate will be entitled to the death benefits
described above regardless of the member’s length of service.

Surviving Spouse (see Note 12)

Fewer than two years of Pension Plan membership and less than 10 years of continuous employment
The beneficiary or estate receives a cash refund of the member’s contributions plus interest.
Fewer than two years of Pension Plan membership and more than 10 years of continuous employment

The surviving spouse receives an immediate pension of 66.67% of the member’s accrued pension earned
to the date of death.

More than two years of Pension Plan membership, but less than 10 years of continuous employment

For pre-1987 service: The beneficiary or estate receives a cash refund of the member’s contributions plus
interest.

For post-1986 service:
m  The beneficiary or estate receives a refund of any excess member contributions; and
m The surviving spouse chooses either:

a. alump-sum payment equal to the commuted value of the pension earned after 1986, or
b. an immediate or deferred pension with a commuted value equal to pension earned after 1986.
More than two years of Pension Plan membership, and more than 10 years of continuous employment

For pre-1987 service: The surviving spouse receives an immediate pension of 66.67% of the member’s
accrued pension earned prior to 1987.

For post-1986 service:

m The beneficiary or estate receives a refund of any excess member contributions; and
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m The surviving spouse chooses either:
= alump-sum payment equal to the commuted value of the pension earned after 1986, or

= an immediate or deferred pension with a commuted value equal to pension earned after 1986. The
immediate pension will not be less than 66.67% of the pension earned after 1986.

Note 12: For deaths occurring on or after July 1, 2012, the surviving spouse’s entitlement to death
benefits for post-1986 service shall be determined without reference to whether the member had more or
less than two years of Pension Plan membership. In addition, for deaths occurring on or after July 1,
2012, if the surviving spouse is entitled to the death benefits in respect of the member’s post-1986 service,
the surviving spouse is also entitled to an amount equal to the member’s contributions, with interest, in
respect of pre-1987 service, rather than the designated beneficiary or estate.

Dependent Children, No Surviving Spouse

If the member completed 10 years of continuous employment, the survivor’s pension is payable to the
surviving spouse until death or, if there is no eligible spouse, to the dependent children until age 18 (longer
if disabled or in full-time attendance at a school or university). The total benefits paid are subject to a
minimum of the member’s contributions with interest. A payment of the commuted value of the member’s
deferred pension less the commuted value of the pension payable to any dependent children is made to
the beneficiary or estate.

Death After Retirement

A survivor’s pension, being an amount equal to 66.67% of the pension to which the member would have
been entitled, is payable on death after retirement to the surviving spouse, subject to other options chosen
at the time of retirement. If the survivor spouse subsequently dies and is survived by the dependent
children, or the member does not have a surviving spouse and is survived only by dependent children, the
66.67% survivor pension is split among the dependent children and is payable to age 18 (longer if
disabled or in full-time attendance at a school or university).

If the member does not have a surviving spouse at retirement, the normal form of pension is a pension
payable for life with a guarantee of 60 payments.

Optional forms of pension are available on an actuarially equivalent basis.

Termination of Employment (see Note 14)

Less Than One Year of Pension Plan Membership

A cash refund of the member’s contributions plus interest.

More Than One Year But Fewer Than Two Years of Pension Plan Membership
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The member is entitled to elect a cash refund of the member’s contributions plus interest, or may leave the
earned pension benefit in the Pension Plan to be paid upon retirement.

More Than Two Years but fewer than 10 Years of Pension Plan Membership and, either under Age 45, or
Fewer Than 10 Years of Continuous Employment

For pre-1987 service: the member is entitled to a cash refund of the member’s contributions plus interest,
or may leave all of the earned pension benefit in the Pension Plan until retirement.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.

More Than Two Years but fewer than 10 Years of Pension Plan Membership, and Age 45 or Older with
More Than 10 Years of Continuous Employment

For pre-1987 service: the member is entitled to leave all of the earned pension benefit in the Pension Plan
until retirement; or to transfer (see Note 13) 75% of the commuted value of the pension and receive a
refund of 25% of the commuted value of your earned pension; or to leave 75% of the earned pension
benefit in the Pension Plan until retirement, and receive a refund of 25% of the commuted value of the
earned pension.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.

More Than 10 Years of Pension Plan Membership, But Younger Than Age 45

For service from 1965 to 1986: the member is entitled to a cash refund of the member’s contributions plus
interest; or to leave all of the earned pension benefit in the Pension Plan until retirement; or to leave 75%
of the earned pension benefit in the Pension Plan until retirement and receive a refund of 25% of the
commuted value of the earned pension.

For post-1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer (see Note 13) the commuted value of the earned pension.

More than 10 Years of Pension Plan Membership and Age 45 or Older

For pre-1965 service: the member is entitled to a cash refund of the member’s contributions plus interest;
or to leave all of the earned pension benefit in the Pension Plan until retirement; or to leave 75% of the
earned pension benefit in the Pension Plan until retirement and receive a refund of 25% of the commuted
value.

For service from 1965 to 1986: the member is entitled to leave all of the earned pension bengfit in the
Pension Plan until retirement; or to leave 75% of the earned pension benefit in the Pension Plan until
retirement and receive a refund of 25% of the commuted value; or to transfer (see Note 13) the greater of
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the commuted value of 75% of the earned pension or the member’s contributions with interest and receive
a refund of 25% of the commuted value of the earned pension.

For post 1986 service: the member is entitled to leave all of the earned pension benefit in the Pension
Plan until retirement; or to transfer the commuted value of the earned pension.

If a member is terminated on or after July 1, 2012, the member may be eligible for grow-in benefits under
the PBA, which could result in the member being entitled to early retirement benefits under the Pension
Plan that the member would not otherwise be eligible to receive on the date of termination. If grow-in
benefits apply, this may affect the value of the benefits the member is entitled to receive on termination of
employment or retirement.

Note 13: Amounts must be transferred to a pension fund related to another pension plan, a prescribed
retirement savings arrangement, or a life annuity which does not commence before the earliest date on
which the member would have been entitled to retire.

Note 14: In respect of terminations occurring on or after July 1, 2012, a member is entitled to the earned
pension benefits for all service regardless of length of Pension Plan membership, continuous employment
or age.

Excess Contributions

Upon the earliest of termination of employment, death or retirement, the amount by which the member’s
post-1986 contributions with interest exceed 50% of the commuted value of the vested deferred pension
accrued after 1986 is refunded to the member (or to the spouse, beneficiary or estate, as applicable in the
case of death before retirement).

Upon termination of employment, if a member who has attained age 45 and completed 10 or more years
of continuous employment elects to fully divest the pension accrued prior to 1987, the member is entitled
to receive the amount by which the contributions with interest made after 1964 but prior to 1987 exceeds
the commuted value of the pension accrued after 1964 but prior to 1987. (See Note 15)

Note 15: For terminations occurring on or after July 1, 2012, entitlement to excess contributions in respect
of pre-1987 service shall be determined without reference to age or years of continuous employment.

Maximum Benefits

The benefits in respect of continuous employment after 1991 are limited to the maximum allowable under
the Income Tax Act (Canada).
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Appendix G: Sensitivity Analysis and Other
Disclosures

G.1 Sensitivity Information

Amounts determined with a discount rate 1% lower:

Going concern actuarial liability $ 7,019,634,850
Solvency actuarial liability $ 7,496,855,401
Employer normal actuarial cost as a percentage of payroll 20.9%

G.2 Solvency Incremental Cost

Solvency Incremental Cost (up to next valuation date) $ 746,029,299
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I*I Canada Revenue  Agence du revenu
Agency du Canada

Actuarial Information Summary
See the instructions for completing this form. If an item does not apply, enter "N/A".

Part | — Plan Information and Contributions

A. 001. Name of registered pension plan
Hydro One Pension Plan

B. 002. Registration number

Canada Revenue Agency: 1059104 Other:
C. 003. Is this plan a designated plan? D. 004. Valuation date of report E. 005. End date of period covered by report
|:| Yes @ No Year  Month Day Year  Month Day
2,042 6]1 231 | 210,1,9]1 23 |

F. 006. Purpose of the report (indicate all reasons for which the report was prepared)

Initial report for a newly Regular (triennial or annual) Interim report in respect of an D Partial termination
established plan report for an ongoing plan amendment to an ongoing plan
D Termination D Conversion D Other (explain)

G. Contributions (prior to application of any credits or surplus) for covered period

Periods (see instructions) Period 1 Period 2 Period 3 Period 4

007. Period start date (YYYY-MM-DD) 2017-01-01 12018-01-0112019-01-01

008. Period end date (YYYY-MM-DD) 9017-12-3112018-12-31 |2019-12-30

Normal cost (defined benefit provision)
009. Members 46,811,492 47,367,141 46,988,718

010. Employer 73,261,382 71,354,000 70,650,379

010a. Explicit expense allowance included in
employer normal cost above

Normal cost (money purchase provision)
011. Members

012. Employer

Special payments

Special payments for going-concern unfunded
liability and solvency deficiency

013. Employer 0

013a. Members 0 0 0

Fixed contributions

014. Estimated dollar amounts of fixed employer
and, if applicable, member contributions (defined
benefit provision)

014a. Estimated dollar amounts of fixed employer
and, if applicable, member contributions
(money purchase provision)

Part Il - Membership and Actuarial Information

H. Membership information Number Average age Average pensionable service Average salary Average annual pension
015. Active members 5,447 44.40 13.20 103,349 N/A
016. Retired members 7,334 73.90 N/A N/A 38,717
017. Other participants 309 53.90 N/A N/A 10,200

I. Actuarial basis for going-concern valuation (see instructions)
020. Asset valuation method

|:| Market @ Smoothed Market |:| Book |:| Book and Market combination |:| Other (specify)

021. Liability valuation method

E Accrued benefit (unit credit) |:| Entry age normal D Individual level premium |:| Aggregate |:| Attained Age

|:| Other (specify)

56 i+l
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I. Actuarial basis for going-concern valuation (continued)
Selected actuarial assumptions

Where a flat rate is used, enter the rate under "Ultimate rate" and "N/A" under "Initial rate" and "Number of years".

Valuation interest rate Initial rate (%) Number of years | Ultimate rate (%)
025. Active members N/A N/A 5.30
026. Retired members N/A N/A 5.30

027. Rate of indexation N/A N/A 2.00

028. Rate of general wage and salary increase N/A N/A 2.50

029. YMPE escalation rate N/A N/A 3.00

030. Income Tax Regulations' maximum pension limit escalation N/A N/A 3.00

031. Rate of CPl increase N/A N/A 2.00

035.
036.

Year Income Tax Regulations' maximum pension limit escalation commences
Mortality table

[ ] 1994 GAM Static [ ] 1994 Group Annuity Reserving (GAR)

D CPM2014Publ @ CPM2014Priv

036a. Improvement scale

[ ] 1994 uP

|:| Other (specify)

[ ] 80% of 1983 GAM

i) Has an assumption of generational mortality improvements been made? ..................ccco.oiuiiiiiiiiiiieeiieieie [O] Yes [] No

ii) If applicable, what is the year in which the mortality improvements have been projected?........................oill.

ii) Which scale have you used?
[ ] Scale AA [O] Scale CPM-B

036b. Adjustment to the mortality table

[ ] Scale CPM-B1D2014

|:| Other (specify)

[] No

ii) If yes, which percentage did you @pply t0 ............iuieie e Male ~ 0.95 Female 0.95
037. Allowance for promotion, seniority, and merit increases
|:| Included in (line 028) above @ Separate scale based on age or service D No allowance
038. Allowance for expenses
038a. Allowance for investment expenses
(O] Implicit [ ] Explicit [ ] Both explicit and implicit
038b. Allowance for administrative expenses
(O] Implicit [ ] Explicit [ ] Both explicit and implicit
039. If a multi-employer plan, number of hours of work per member per plan year
040. Was @ WIthArawal SCAIE USEA? ... ... v et [O] Yes [ ] No
041. Were variable retireMeENt FAIES USEU?... ... ... et [Oo] Yes [ ] No

042. If no, what is the assumed retirementage?.............ccooviiiiiiiinnnn.

J. Actuarial basis for solvency valuation

Valuation interest rate Initial rate (%) Select period Ultimate rate (%)
045. Benefits to be settled by lump sum transfer 2.20 10 3.50
046. Benefits to be settled by purchase of deferred annuity N/A N/A 3.10
047. Benefits to be settled by purchase of immediate annuity N/A N/A 3.10

048. Rate of indexation N/A N/A N/A

049. Mortality table

Lump sum: [ ] 1994 UP [ ] cPM2014Priv  [0] CPM2014 [ ] CPM2014Publ [ ] Other (specify)
Generational
i 1994 UP CPM2014Pri CPM2014 CPM2014Publ Oth i
Annuity Purchase: || Generational ] v (O] ] ubl [ ] Other (specify)
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049a. Improvement scale used

Lump sum: [ ]Scale AA  [O] Scale CPM-B

Annuity Purchase: [ ] Scale AA  [O] Scale CPM-B

D Scale CPM-B1D2014 D Other (specify)

[ ] None

[ ] Scale CPM-B1D2014 [ _] Other (specify)

[ ] None

K. Balance sheet information (DB provisions, see instructions)

050. Market value of assets, adjusted for receivables and PayabIes. .. ....... ... s 6,916,807,000
051. Amount of contributions receivable included in market value above ......... ... 7,390,000
Going-concern valuation
[0y R € ToT 1T oo g Loty = EoTTCY £ 6,514,329,000
053. Optional ancillary contributions account balance included in going-concern assets above for a flexible pension plan (if applicable)
Going-concern liabilities
060. FOr ACtiVE MEBIMDEIS. ... o ettt ettt e e e s 2,004,991,863
{013 I o Tl (= i =Yo I ' 1= 0 1o =Y £ 4,031,088,676
062. FOr Other PartiCIPaANTS . . ...ttt ettt et et e e e 44,570,154
063. For optional ancillary benefits to be provided under a flexible pension plan (if applicable) ...
064, OFNEr TESEIVE. . ...ttt ettt ettt ettt e et ettt et e et
065. Reserve type |:| Expenses |:| Ad-hoc indexing |:| Provision for Adverse Deviation |:| Other (specify)
070. Net funded position—sSUrPIUS/AETICIE. . . . ... ..o et ettt et ettt et ettt e e e e aaaes 433,678,307
071. Additional voluntary CONIDULIONS .. ... e et ettt ettt ettt ettt ettt ettt e e e e eeanaes 20,000
072. Money purchase assets (if appliCable). . . ... ettt 0
Solvency valuation
Complete lines 080 to 100 only if the report contains an explicit solvency valuation
Solvency assets
080. Solvency assets with adjustment for expense provision, if Ny ....... ... ..o 6,909,807,000
081. Amount of wind-up expense provision reflected iN IN€ 080 .......... ... it e e e ae s 7,000,000
082. Optional ancillary contributions account balance included in solvency assets above for a flexible pension plan (if applicable) .
Solvency liabilities
000. FOr aCtiVe MEMDEIS . .. et e s 2,369,597,002
091, FOr retired MEMDEIS ... ...ttt e e ettt e e ettt e et e e et ettt e 4,127,326,152
092. FOr Other PartiCiPaNtS . ... ..o e et e ettt ettt e e 46,840,401
093. For optional ancillary benefits to be provided under a flexible pension plan (if applicable) ...
004, Ot FESEIVE ...ttt ettt e e e e e e et
005, RESEIVE tYPE .. .. et ettt (] Expenses [] Other (specify)
100. Net solvency position—sUrplUS/AETiCIL . . ... ... ettt ettt ettt 366,043,445
1071, INCrEMENTAl COSE . ... e e 746,029,299

If the plan provides benefit increases coming into effect during the period covered by the report but after the valuation date, have those increases

been reflected in:

102. The going-concern liabilities in INES 060 10 0842, ...................cci ettt []Yes []No [O] NA

103. The solvency liabilities in Nes 090 10 0947 .................ooi ittt []Yes []No [O] NA

Discount rate sensitivity

Change in percentage using
discount rate 1% lower

Change in amount using
discount rate 1% lower

Change in amount using
discount rate 1% higher

104. Going-concern liabilities 15.44 938,964,160

105. Normal cost 31.90 38,323,384

106. Solvency liabilities 14.56 953,071,872

L. Actuarial gains or losses

110. Was a gain/loss analysis dOne? ......... ... i e @ Yes I:l No

111. If line 110 is yes, indicate the date of the last filed funding valuation report and the net

funded position as of that date

Year Month Day
2,041 5(1,23 1|

(37,687,000)
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If line 110 is yes, indicate amount of gain or loss due to:

112. interest on surplus (Unfunded lIability) ..o (2,035,098)
113, Special PAYMENTS MAAE. ... ...t e e e 24,705,000
114. amount used for contribution holIdaY. . ... e 0
115. change in actuarial @SSUMPLIONS ... ... i et ettt ettt e ettt et et et e e e 61,005,963
116. change in the asset valuation Method ... ... e 0
117. change in liability valuation Method .......... e
118. plan @ameNdmMENTS/CRANGES. . ... ... e e
B e gAY (g =T acy g o1 4 =T oo 292,379,000
B =Y (=TT L S o= 1T o ot (3,952,266)
121, MOAlILY EXPEIIENCE. . ..ottt e et e (10,686,136)
122, WIthAraWal EXPEIHENCE . . ...t et et e e e e e e e e e (2,481,510)
123, SaAlArY INCIEASE EXPEIIENCE . . ...ttt ettt e ettt e et e e e e e e et e e e e e et et et et et 50,654,805
124. optional ancillary contributions forfeited ........ ... e
Are there major contributing sources other than lines 112 to 124 above (if yes, specify)
125. cost of living 11,039,223
126. other 50,078,061
127. all Other SOUICES (COMDINEA) ... ... ettt ettt et et et et et e e et e e e et e ettt e ettt et e e e e e et e e et et et et e e n e e e eaeneneanen 658,265
M. Subsequent events
135. Are there any subsequent event(s) that have not been reflected in the valuation? (referto SOP) ...t |:| Yes No
N. Statements of opinion
136. Does the report include the statements of opinion required by the SOP
(data, assumptions, methods, accepted actuarial Practice)?...........oui i @ Yes No
136a. Are any of the actuary's statements of opinion qualified? ......... ... s |:| Yes No
Financial Services @ Commission des
Commission of services financiers
Part Il — Information required by the Financial Services Commission of Ontario ontare N deromam
0. Additional valuation information
Going-concern valuation
137. Are benefits under the pension plan provided by an annuity PUFChase?................coveuiiiei e [ ] Yes No
138. If line 137 is yes,
a) enter the total asset value of the annuities purchased............ ...
b) enter the total liability of the annuities PUrChased ....... ... ..o
139. Have escalated adjustments been included in going-concern liabilities? ........... ..o @ Yes |:| No D N/A
Solvency valuation
140.1 If line 137 is yes,
a) enter the total asset value of the annuities PUrchased......... ... .o e
b) enter the total liability of the annuities PUrChased ......... ... e
140.2 Enter the value of any solvency deficiency payment that is guaranteed by a letter of credit..................oo i,
Month Day
140.3 Enter the expiry date of the letter of credit, if any ... ... | L1 1 | | | | |
141. Have any of the excludable benefits been excluded?......... ..o i @ Yes |:| No D N/A
142. If line 141 is yes, enter the total amount of liabilities being excluded ....... ... ..o 3,475,558,136
143. With respect to the type of benefits provided under the plan for service after the valuation date, complete the following table:
Provision type Benefit accruals for service after valuation date (Yes/No) Closed(Yes/No)
Defined Benefit Yes No
Defined Contribution ’2‘8 No
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144. (i) Has an averaging method been applied to the market value of assets

in determining the solvency asset adjustment ?. ... .o e @ Yes |:| No
a) If line (i) is yes, indicate the positive or negative amount by which the solvency assets are adjusted as a
result of applying the averaging method. ... .. ... e e ettt (402,478,000)
(ii) Has the averaging method used in determining the solvency asset adjustment changed since the last valuation? ....... D Yes @ No

If line (ii) is yes, complete (ii)a or (ii)b, as appropriate:

a) The change in method increases solvency asset adjustment by the amountof ...

b) The change in method decreases solvency asset adjustment by the amount of ... ...

P. Miscellaneous

145, Prior year Credit DalanCe. .. ... ..o e e e 48,000,000

146. Transfer ratio (express in decimal formMat) .. ... ..o ettt ettt 0.6900

Guarantee fund assessment

147, PBGF lADIlItIES . ...ttt e e e e e 6,543,763,555
148. PBGF @SSeSSMENT DASE . .. ..ot e 0
149. Amount of additional liability for plant closure and/or permanent layoff benefits as described in "E" of subsection 37(4) of
Regulation 909, R.R.O. 1990, @S @amMeENAEQ . ....... ... 0
149a. Number of Ontario plan benefiCiaries. ... ..o e e e 13,090

Part IV — Information required by the Canada Revenue Agency

R. Additional information
173. Surplus/deficit determined at the valuation date as per the instructions:

< T T € To g T R oo g Tor=T o g T o= L
5T < T4 T g To BT o N o X T

173c. For designated plans, maximum funding valuation basis .......... ... e

174. Excess surplus determined at the valuation date:

174@. GOING-CONCEIN DASIS. .. ..ttt e e e e e e e e e e ettt ettt e

174b. For designated plans, maximum funding valuation basis .......... ...

175. For designated plans, employer normal cost determined under the maximum funding valuation basis:

=TT T I PPN
=T e T 7
=T Lo T
=T T

176. Minimum surplus required under applicable pension benefit legislation before contribution holiday:

BT T o g To B T g Tt =Yy T o Y- T
T o AT g T U o TN o X T

177. Maximum amount that could be claimed as eligible employer contribution(s) — defined benefit provisions — under subsection 147.2(2) of the Income Tax Act:

A77a. UNfunded [ability. .. ... ..o e e e
177b. Normal cost:

L= T T
P EriO 2 .. s
=Y o T
Period 4

178. Do you have any employees contributing over the limit stipulated under

60
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Retraite .
Québec

Part V - Information required by Retraite Québec

S. Additional Information

185. Date on which the valuation report Was Prepared ...........oo.oiiuiiii e

186. Value of additional liabilities arising from an improvement on a funding basis ..o

187. Value of additional liabilities arising from an improvement on a solvency basis ..o

188. Surplus assets that can be allocated to fund CONtribULIONS ........ .o i e aaens

189, SPECIAl PAYMENTS. ...ttt

190. Total of the letters of credit taken into account INthe @SSEtS ... ...t e

191. Insured annuities from an insurer taken into account in the actuarial valuation on a solvency basis..................coociiiiiins

T. Additional information for plans whose employer is a municipality, a municipal housing bureau, or an educational institution at the university level
For service prior to the establishment of the stabilization fund

192. Reserve 0N a fUNAiNg Dasis . ... e e e

Amortization payments
Present Value

Period 1 Period 2 Period 3 Period 4

193. Deficiency attributable to the
employer

194. Funding deficiency
194a. Payable by the members

194b. Payable by the employer

For service following the establishment of the stabilization fund

195. Stabilization FUNA ValUE ... .o e ettt et e e e et e et e e e

Stabilization contributions
Period 1 Period 2 Period 3 Period 4

196. Members

197. Employer

Amortization payments
Present Value

Period 1 Period 2 Period 3 Period 4

198. Technical funding deficiency
198a. Payable by the members

198b. Payable by the employer

U. Additional information for pension plans other than those mentioned in Section T, and for which solvency funding does not apply.

199. Target level (as a percentage) of the required stabilization Provision ............ ..o e

Stabilization contributions
Period 1 Period 2 Period 3 Period 4

200. Members

201. Employer
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Present Value

Amortization payments

Period 1

Period 2 Period 3

Period 4

202. Technical funding deficiency
202a. Payable by the members

202b. Payable by the employer

203. Stabilization funding deficiency
203a. Payable by the members

203b. Payable by the employer

204. Improvement funding deficiency

204a. Payable by the members

204b. Payable by the employer

Part VI — Certification by Actuary

As the actuary who signed the funding valuation report (the report), | certify that this completed form accurately reflects the information provided in the report.

Dated this 31  day of May 2017

(day) (month) (year)

Signature of actuary

Willis Towers Watson PLC

Name of firm

suzanne.jacques@willistowerswatson.com

Email Address*

Suzanne Jacques

Print or type name of actuary

(416)960-7460

Telephone number

* Optional information. The Canada Revenue Agency will not communicate on plan specific matters with clients by email, since we cannot guarantee

the confidentiality of emailed information.

Personal information is collected under the authority of section 147.2 of the Income Tax Act and is used for the administration of a registered pension plan. It may also be used for any
purpose related to the administration or enforcement of the Act such as audit and compliance. Information may also be shared or verified under information-sharing agreements to the
extent authorized by law. Under the Privacy Act, individuals have the right to access their personal information and request correction if there are errors or omissions. Refer to Info

Source cra.gc.cal/gney/tp/nfsrc/nfsrc-eng.html, Personal Information Bank CRA PPU 226.

62

Page 7 of 7




[&)]

© 00 N o

Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 1

Schedule 48

Page 1 of 3

OEB Staff - Interrogatory # 48

Reference:
Exhibit D1/ Tab 4 / Schedule 1/ Table 2

Interrogatory:

At the above reference the applicant has indicated that it proposes to recover its test period
OPEB costs on an accrual basis and provides a breakdown of the test period OPEB accrual
expense in Table 2.

a) Please provide the actuarial valuation that underpins the test period accrual expense being
sought in rates.

b) Please also provide the calculation used to allocate Remotes’ share of the total Hydro
One Inc. 2018 accrual expense.

c) Please confirm that there has been no change in the methodology used to calculate and
allocate Remotes’ share of the accrual expense.
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Response.
a) This is the 2018 projection extract from the Willis Towers Watson accrual expense for

this test year.

Projections
Figures in $000s 2018
Components of Benefit Cost 41,046
Employer service cost 60,994
Interest cost -
Expected return on plan assets -
Net prior service (credit)/cost amortization 5617
Net (gains)loss amortization )
Curtailments
Settlements B
Special/contractual termination benefits -
Disclosed benefit cost 107,657
Components of Benefit Cost
Employer service cost 4,989
Interest cost 2,016
Expected return on plan assets -
Net prior service (credit)/cost amortization E
Net (gains)loss amortization .
Curtailments =
Settlements -
Special/contractual termination benefits 5
Disclosed benefit cost 7005
Components of Benefit cost
Employer service cost 1,371
Expected letter of credit fee 481

Interest cost 4,356
Expected return on plan assets -

Net prior service cost amortization -

Net loss/(gain) amortization 1,274
Curtailments -
Settlements -
Special/contractual termination benefits -
Disclosed benefit cost 7,482
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b) Remotes share of the 2018 OPEB expense
OPEBs Forecast Forecast Forecast
2018 2018 2018
Hydro One Remotes Remotes
Total OPEBs Earnings % OPEBs
K Per benefit K
OPEBs 122,144 1.04% 1,271

c) There has been no change in the methodology used to calculate and allocate Remotes'
share of the Hydro One pension contributions.
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OEB Staff - Interrogatory # 49

Reference:
Exhibit D1/ Tab 4 / Schedule 1

Interrogatory:
At the above reference, Remotes discusses an upcoming update to the US GAAP accounting
standard for pension and OPEB costs that will be effective from January 1, 2018.

a) Please explain why Remotes is proposing to defer the impact of this accounting change
on the current application when there is sufficient time to amend the application as
needed?

b) Please quantify what Remotes expects the impact to be on the test period pension and
OPEB costs being sought in rates, as well as the impact on any other areas of the current
application (i.e. depreciation).

Response.
a) Remotes is not proposing to defer the impact of this accounting change. In its

application, Remotes noted that upon adoption on January 1, 2018 the impact of this
accounting change will flow through the RRRP account (Exhibit D1, Tab 4, Schedule 1):

The re-classification of these elements to OM&A would have an adverse impact on rates
in a given year. As Remotes operates on a break-even basis, the net periodic post-
retirement benefit cost other than service cost that would have been classified as capital
prior to the issuance of ASU 2017-07 will flow through the RRRP account effective
January 1, 2018.

b) Remotes’ estimates that the impact of the change would be an increase to OM&A of
approximately $213,000. As noted in Exhibit D1, Tab 4, Schedule 1, this increase in
OM&A will flow through the RRRP account. The impact to 2018 depreciation expense
is nominal.
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OEB Staff - Interrogatory # 50

Reference.
Exhibit D1 / Tab 4 / Schedule 1, Report of the Ontario Energy Board on the Regulatory
Treatment of Pension and OPEB Costs (EB-2015-0040), p. 8

Interrogatory:

In its September 14, 2017 Report on the Regulatory Treatment of Pension and OPEB costs (OEB
Report), the OEB indicated that utilities proposing to set rates using a method other than accrual
must support such a proposal with evidence, giving consideration to factors such as providing
value to customers and assuring fairness to both present and future ratepayers, and the principles
and practices enunciated in this Report.

Remotes has indicated that it has proposed to recover its pension expense for the test period on a
cash basis because it believes that this method is more beneficial to its consumers than the
accrual method as it results in a lower cost recovered through rates, it is more predictable, and
the OEB had previously accepted cash payments related to its pension obligations as the basis of
recovery since EB-2012-0137.

In accordance with the OEB Report, please provide evidence that supports the appropriateness of
Remotes’ continued use of the cash method to recover its pension costs. Please ensure that the
evidence provided addresses the required areas as specified in the OEB Report. In addition,
Remotes has indicated that the cash method results in lower rates to its consumers, however has
not provided any analysis to support this statement. Therefore please also prepare an analysis
similar to the one provided for OPEBs in Appendix 2-KA, which provides a historical analysis
that compares the cash amount collected in rates and the accrual expense for the applicant’s
annual pension obligations (please complete the entire table).

Response.
As indicated in the application, Remotes has proposed to recover its pension expense for the test

period on a cash basis because it believes that this will result in lower cost recovered through
rates and is more predictable over time. On an overall basis, for the Hydro One Pension Plan as
a whole the historic cash basis cost to date has been lower than the accrual basis cost and has
been more stable. At this time, Remotes requires more time as this will require significant effort,
but will be able to provide at a later date.
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OEB Staff - Interrogatory # 51

Reference.
Report of the Ontario Energy Board on the Regulatory Treatment of Pension and OPEB Costs
(EB-2015-0040), p. 9-12

Interrogatory:

As outlined in the OEB Report on the Regulatory Treatment of Pension and OPEB Costs,
effective January 1, 2018, utilities must use a variance account to track the difference between
the forecasted accrual amount in rates and actual cash payment(s) made, with an asymmetric
carrying charge in favour of ratepayers applied to the differential.

a)

b)

Can the use of an asymmetric carrying charge still achieve the desired outcome (i.e. to
provide value to ratepayers for over collections) in the context of the break-even model
that the applicant’s business operates under? Please explain.

If the response to the above is no, please provide other alternatives that could be
considered in order to provide value to ratepayers with respect to any future over-
collection of OPEB costs (i.e. accrual in excess of cash requirements).

Please explain what the applicant has historically done with amounts that were over-
collected with respect to its OPEB costs, as illustrated in Table 2 of Exhibit D1, Tab 4,
Schedulel and Appendix 2-KA.

Response.

a)

b)

Due to the break-even model that Remotes operates under, any carrying charge will be
either included as an allowed cost for Remotes Revenue Requirement or be recovered via
the RRRP account, therefore not achieving the desired outcome.

Within the construct of break-even model under which it operates, Remotes’ is not able
to provide any other alternatives that could be considered in order to provide value to
ratepayers with respect to any future over-collection of OPEB costs.

Recoveries in excess of cash benefit payments form part of Remotes’ working capital,
which is invested in capital and OM&A work programs.
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OEB Staff - Interrogatory # 52

Reference.
Exhibit D1/ Tab 6 / Schedule 1/ Page 4/ Line 10

Interrogatory:

Remotes has indicated that expenses related to Land Assessment Remediation measures were
lower in 2013 as compared to the amount approved in 2013 rates. The decrease between the
2013 OEB-approved amounts and 2013 actual amounts was as a result of a delay in the
remediation of Pikangikum, Attawapiskat and Webequie.

a) Does Remotes provide service to the community of Attawapiskat?
b) Why did Remotes incur expenses for land remediation in the community of Attawapiskat
and what kind of remediation measures were implemented?

Response.
a) No. Attawapiskat is and has been served by Attawapiskat Power Corporation since 2003.

Attawapiskat was previously served by Ontario Hydro and subsequently by Remotes
until the community was grid connected in 2003.

b) Remotes did not incur significant LAR expenses in 2013 related to Attawapiskat (i.e. $1k
related to discussions and negotiations). At the time of the last filing, Remotes expected
to contribute its share to the LAR clean-up of the site, but this project was delayed due to
funding concerns by other parties who are responsible for a larger share of the clean-up.

By way of background, Remotes is responsible for remediating the soil associated with
diesel fuel storage tank(s) that were used by Ontario Hydro pre-1999. Under the Ontario
Environmental Protection Act, Remotes could be subject to a Ministry Order to clean up
contamination associated with Ontario Hydro’s operations. Also parties affected by the
contamination could start a claim against Remotes to remediate the contamination.
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1 OEB Staff - Interrogatory # 53

3 Reference:

4 Exhibit D1/ Tab 7 / Schedule 1 and Exhibit D2 / Tab 8 / Schedule 1

5

6 Interrogatory:

7 For purposes of calculating the 2018 test period regulatory income taxes, the applicant has
8 indicated that the balance being claimed with respect to CCA excludes any CCA related to the
9 revaluation of assets that occurred as a result of Hydro One’s 2015 IPO.

10

11 a) Similar to Hydro One’s current distribution rates case, please confirm that it is the
12 applicant’s intention to defer litigation of the regulatory treatment of the tax benefits
13 derived from Hydro One’s recent IPO until the motion to review / appeal of the OEB’s
14 Decision on Hydro One’s 2017/18 transmission rates case has been completed.

15 b) If the response to the above is no, then please recalculate the test period utility income
16 taxes in Exh D2-8-1 in accordance with the OEB’s recent Decision on Hydro One’s
17 2017/18 transmission rates case whereby the OEB has ordered that the tax benefits from
18 Hydro One’s IPO be allocated 68%/32% between the shareholders and ratepayers
19 respectively.

21 Response:
22 a) Confirmed.

24 b) See response to a). Please also see response to 1-01-67.
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OEB Staff - Interrogatory # 54

Reference:
Exhibit D1/ Tab 7 / Schedule 1

Interrogatory:

At the above reference the applicant has indicated that it has recorded a $682,000 tax adjustment
to its December 31, 2016 audited RRRP variance account in order to reverse the impact of
additional tax expense that was collected in rates because the Company was unable to claim
CCA from January 1, 2015 to October 31, 2015 for tax purposes as a result of its IPO.

a) Have the amounts in question already been collected from ratepayers or are they in the
December 31, 2016 RRRP variance account balance?

b) Please provide the detailed calculation of this adjustment along with a supporting
narrative that explains these calculations.

Response.
a) The amounts are in the December 31, 2016 RRRP balance that have not been collected

from rate payers.

b)
| Description | Pre-Tax | Tax Rate | Tax Impact|
Additional CCA Deduction (2,685,260) 26.5% (711,594) (i)
Other 29,233 (ii)
682,000

(i) The company was unable to claim CCA from January 1 to October 31 as a result of
the IPO. Rate-payers should be held neutral from tax impacts associated with the IPO.
Consequently, rate payers should be entitled to the CCA from January 1 to October
31 even though it cannot be claimed by the company. The additional CCA claimed
from January to October is estimated to be $2,685,260 (Appendix A), which
will be given back to rate payers.

(ii) This primarily relates to Ontario Corporate Minimum Tax due to a reduction of
taxable income from the additional CCA deductions above.
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OEB Staff - Interrogatory # 55

Reference:
Exhibit D2 / Tab 5/ Schedule 1

Interrogatory:

Remotes has provided a summary of wages and salaries for its staff over the historical and test
period. The compensation for management staff has increased from $704,673 in 2013 to
$819,814 in 2018, an increase of 16.3% over 2013 wages. However, the number of FTEs is the
same as 2013 in this category. Similarly, society employees’ total wages have increased from
$1,406,944 in 2013 to $1,819,655 in 2018, an increase of 29.3% over 2013 with an addition of
0.5 FTE in 2018.

a)

b)

c)

d)

Please explain why the OEB should approve the significant wage increases proposed for
2018 as compared to inflation, for management staff and society employees.

Please confirm if the union agreement for wage increases in 2018 has been ratified by
society employees.

Please confirm whether Remotes had undertaken any relevant studies of its proposed
increases in compensation/headcount on the basis of compensation benchmarking, or any
other external comparators.

Please explain the value that Remotes customers will receive as a result of the proposed
salary increases in 2018.

Response.

a)

b)

The increase in management base pay from 2013 to 2018 is 10.8% which equates to
roughly 2% per year and is consistent with inflation. Incentive Pay and Other Allowances
fluctuate based on factors other than FTE’s as management compensation includes a
performance based aspect.

There were 13.5 Society FTE’s in 2013, 12.0 regular and 1.5 temporary. 2018 shows an
increase of 2 regular FTE’s, one of which is a supervisory position and therefore the main
cause of the salary increase. Furthermore, the complement of Society employees is more
experienced than in 2013; consequently, current staff is now closer to the top steps of the
negotiated wage schedules.

Collective agreement between Hydro One and the Society of Energy Professionals was
ratified (April 1, 2016 to March 31, 2019).
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¢) No.

d) The staffing resources indicated are necessary to provide safe and reliable power to end
use customers. Management compensation is tied to performance. Performance metrics
for management staff include specific targets that customers value, such as timely project
completion, improvements to customer communications, improvements to reliability,
safety and environmental performance.
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1 OEB Staff - Interrogatory # 56

3 Reference:
Exhibit D2 / Tab 6 / Schedule 1

6 Interrogatory:

7 Remotes has provided a Regulatory Cost Schedule which includes certain one-time costs. One-
8  time costs include intervenor costs and the amount for 2018 is $80,000.
9

10 a) What are the total estimated intervenor costs for this proceeding and how has Remotes
1 accounted for the one-time nature of these costs?

12 b) Does Remotes expect to incur $80,000 in intervenor-related costs each year during a
13 subsequent IRM period after rebasing?

14 c) Are there any other one-time costs? If yes, please itemize them and explain how they
15 have been accounted for in the test year.

17 Response.

18 a) Intervenor costs were budgeted at $80,000. Remotes has accounted for the nature of these
19 costs as an increase in the revenue requirement.

20

21 b) Remotes does not expect to incur $80,000 in intervenor-related costs each year during a
22 subsequent IRM period.

23

24 c) $10,000 was also budgeted for one-time regulatory consultant costs in the test year.
25 Remotes has accounted for the nature of these costs as an increase in the revenue

26 requirement.
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OEB Staff - Interrogatory # 57

Reference.

Exhibit D2 / Tab 7 / Schedule 1

Interrogatory:

1. With respect to the test period amortization of environmental costs being sought in rates:

a)

b)

d)

Please provide a continuity schedule of the environmental liability that starts from the
audited closing 2016 balance and covers the bridge and test years. The format of the
continuity schedule should be similar to Note 13 of the 2016 audited financial statements
(excluding the breakout of the current portion).

It is not clear from the evidence filed what actual support underpins the estimate for the
test year amortization of environmental costs. Please confirm that the applicant
maintains some sort of spreadsheet that tracks the estimated future expenditures by year
and from which the balance for the test period has been derived. Please also explain the
process and record keeping involved.

Please provide a table that presents the amount of environmental cost amortization that
was sought in rates over the last 5 applications (2013-2017) compared to the actual
amortization costs incurred per the audited financial statements (please do the analysis by
year). Provide explanations for any significant differences noted.

The evidence indicates that Remotes’ reviews environmental costs annually to determine
if any revisions are required. Please confirm that this review was performed in 2017 and
that the amortization amount being sought in the test period is consistent with the results
of this review.

2. Please explain how the estimates for asset removal costs in the test period are calculated and
provide a table that compares what was sought in rates over the last 5 applications (2013-
2017) compared to what was actually incurred per the audited financial statements (please do
the analysis by year).
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Response.
1.

a)

Continuity Schedule — Environmental Liability (in $K)

Historic

Bridge

December 31 (thousands of dollars)

2016

2017

Environmental liabilities, beginning of per

11,051

35,845

Interest accretion

309

918

Expenditures

(1,247)

(1,163)

Revaluation adjustment

25,732

Environmental liabilities, end of period

35,845

35,600

b)

A spreadsheet is maintained that tracks all future environmental costs. As part of
Remotes preparation of its annual business plan, a full review is carried out to
determine if any revisions are required to this spreadsheet. This involves an extensive
review of all costs associated with the program and the schedule of when remediation
will take place. The spreadsheet is updated with current costs relating to labour,
equipment and external contractor costs.

Environmental Cost Amortization (in $K)

2013 2014 2015 2016 2017

Actual

1,656

1,599

1,222

1,247

1,285

Board Approved (2013)

1,861

1,861

1,861

1,861

1,861

Variance

(205)

(262)

(639)

(614)

(576)

d)

A significant amount was included in the 2013 Board approved amount for
Attawapiskat ($738K). The project was delayed due to funding concerns by other
parties who are responsible for a larger share of the clean-up and the costs have been
reallocated to future years.

Remotes’ carried out a review in 2017 and the amortization amount being sought in
2018 is $2.3M. This is an increase of $1.3M from the amount reported in this review
mainly due to the timing of the remediation in Cat Lake and Webequie. The
remediation of the sites will begin one year earlier than originally anticipated.
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2. For routine, recurring projects and programs, removal costs are calculated based on a pre-
determined percentage of total project costs. For non-routine one-off projects, project
managers are consulted to determine what percentage should be applied.

g A~ W0 N

Asset Removal Costs (in $K)

2013 2014 2015 2016 2017
Actual 590 430 969 620 772
Board Approved (2013) 721 721 721 721 721
Variance (131) (291) 248 (101) 51
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OEB Staff - Interrogatory # 58

Reference:
Exhibit D2 / Tab 9 / Schedule 1

Interrogatory:

At the above reference, Remotes has provided historical tax returns. Based on a review of these
tax returns, Remotes has been eligible to receive certain tax credits. Please explain why the
impact of these tax credits was not considered in the calculation of the test period utility income
taxes.

Response.
Amounts were not considered material and therefore not included in the calculation of the test

period. The tax credits in the 2016 tax return were $41,672.
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OEB Staff - Interrogatory # 59

Reference:
Exhibit D2 / Tab 9 / Schedule 1 / Attachment 6, 2016 Income Tax Return / Schedule 4

Interrogatory:

Schedule 4 of Remotes’ 2016 income tax return indicates that there are non-capital losses being
carried forward that will reduce taxable income in future years. Please indicate how these losses
have been factored into the calculation of the test period regulatory income taxes in Exhibit D2-
8-1. If they have not, please provide an explanation as to why their exclusion is appropriate.

Response.
On Initial Public Offering, the shareholder paid departure taxes of $5M from the deemed

disposition and reacquisition of assets under the Income Tax Act. The deemed disposition and
reacquisition of assets also resulted in an increase to the overall tax basis (“Tax Bump”). As the
shareholder paid the departure tax, any tax benefits related to the Tax Bump should be kept by
the shareholder.

The losses on Schedule 4 of remotes 2016 income tax return arise as a result of the additional tax
deduction related to the FMV bump. As these tax deductions are the benefit of the shareholder
they have not been included in the test periods for Remotes.
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OEB Staff - Interrogatory # 60

Reference:
Exhibit D2 / Tab 9 / Schedule 1 / Attachment 6, 2016 Income Tax Return / Schedule 10

Interrogatory:

The above reference illustrates that Remotes is entitled to receive a deduction for cumulative
eligible capital (or effective January 1, 2017 the deduction under the new CCA Class 14.1) that is
not being reflected in the calculation of the test period regulatory income taxes. Please explain
what assets are included in the CEC pool and why the related deduction has been excluded from
the calculation of the test period regulatory income taxes.

Response.
The assets included in the CEC pool relate the creation of tax goodwill as a result of the deemed

disposition of assets on IPO. Consistent with the response in Exhibit I, Tab 01, Schedule 59, this
is not included in the test period as the shareholder paid for the departure tax and should be
entitled to the benefits associated with the Tax Bump.
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Appendix A — Estimate of CCA from Jan 1, 2015 to October 31, 2015

Reporting Unit: Mapping

Hydro One Remote Communities Inc.

Tax Year: October 30, 2015
A B E (E X 50%) F G H =(FXG) I =(E-H
Balance before 50% of net Balance for
CCA Class Opening UCC Additions Transfers CCA additions CCA Rate (%) CCA Claimed Closing UCC
1 16,950,816 449,902 0 17,400,718 224,951 17,175,767 4% 570,330 16,830,388
2 462,554 0 0 462,554 f 0 462,554 6% 23,039 439,515
3 670,613 0 0 670,613 0 670,613 5% 27,835 642,778
6 5,266,974 0 0 5,266,974 0 5,266,974 10% 437,231 4,829,743
7 0 0 0 0 i 0 0 15% 0 0
879,608 271,385 3,488 1,154,481 137,436 1,017,044 20% 168,857 985,623
9 0 0 0 0 0 0 25% 0 0
10 257,153 3,488 (3,488) 257,153 0 257,153 30% 64,042 193,111
12 983 884 0 1,867 442 1,425 100% 1,183 684
13 96,851 0 0 96,851 96,851 NA 3,155 93,696
14 0 0 0 0 0 NA 0 0
17 14,499,571 403,067 0 14,902,638 201,533 14,701,104 8% 976,314 13,926,324
35 0 0 0 0 i 0 0 7% 0 0
42 148,575 0 0 148,575 0 148,575 12% 14,801 133,774
43.1 859,585 95 0 859,680 48 859,633 30% 214,084 645,596
45 371 0 0 371 0 371 45% 139 232
46 0 0 0 0 0 0 30% 0 0
47 2,720,675 98,864 0 2,819,539 49,432 2,770,107 8% 183,966 2,635,573
50 624 0 0 624 0 624 55% 285 339
52 0 0 0 0 0 0 100% 0 0
42,814,953‘ 1,227,684 0 44,042,637 613,842 43,428,795 2,685,260 41,357,378

Per 2014 T2
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OEB Staff - Interrogatory # 61

Reference.
Exhibit E1 / Tab 1/ Schedule 1/ Page 4

Interrogatory:

Please update the 2018 Cost of Capital in accordance with the OEB’s Cost of Capital Parameter
Updates for 2018 Cost of Service and Custom Incentive Rate-setting Applications issued on
November 23, 2017.

10
11
12
13
14

Response.

The $44,445K amount in the 2018 Cost of Capital table in Exhibit E1, Tab 1, Schedule 1 is

incorrect. The corrected amount is $45,519K and is provided in the revised table below.

2018 Cost of Capital

. . % of Cost Rate Weighted [ Cost of Capital
Particulars (in SK)
Rate Base (%) Cost Rate % ($000s)
Deemed short-term debt 1,821 4.0% 1.76% 0.07% 32
Third Party long-term debt 43,000 94.5% 4.63% 4.37% 1,991
Deemed long-term debt 698 1.5% 4.63% 0.07% 32
Total 45,519 100% 4.52% 2,055

Based on the revised table, the updated 2018 Cost of Capital using the OEB’s Cost of Capital

Parameter Updates is provided below.

2018 Cost of Capital
Deemed short-term debt 1,821 4.0% 2.29% 0.09% 4?2
Third Party long-term debt 43,000 94.5% 4.63% 437% 1,991
Deemed long-term debt 698 1.5% 4.63% 0.07% 32
Total 45,519 100% 4.54% 2,065
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OEB Staff - Interrogatory # 62

Reference.
Exhibit G1/ Tab 1/ Schedule 1/ Page 1-4 and DSP, Page 8

Interrogatory:

Remotes has provided information on how it prepares its load forecast. The methodology is
different from other electricity distributors in Ontario. Remotes tracks detailed monthly data on
customer numbers and kWh usage by community and by class. This historical data provides the
baseline for forecasting revenue usage / kwWh sold. Adjustments are made to this baseline data for
future years based on average historical growth in usage and historical annual customer changes.

a)

b)
c)

d)

Please explain how the 2018 load forecast was derived and provide the supporting
calculations and adjustments.

Please provide the load forecast model in Excel format.

In the DSP, Remotes has provided a summary of the forecast customer count for the
period 2017 to 2022. Remotes expects to add 531 customers in 2019 related to the
expansion in Pikangikum and 175 customers in 2020 in the community of Wunnumin
Lake. The forecasted load is expected to increase from 62,565 MWh in 2018 to
approximately 80,000 MWh in 2020 with the majority of load growth occurring in 2019.
Has Remotes accounted for the load growth in 2019 and 2020 in its load forecast? If no,
why not?

Why has Remotes not used a multiple regression model or some other econometric model
to prepare its load forecast?

Response.

a)

b)

d)

The 2018 load forecast is based on the 2017 forecast, with the customer base escalated
for expected growth. Please see item b) for the supporting calculations and adjustments.

The load forecast model in Excel has been provided in Exhibit G2, Tab 2, Schedule 4.

Yes, Remotes has accounted for the load growth in 2019 and 2020 in its load forecast for
both Pikangikum and Wunnummin communities.

In econometric modeling, load is linked to demographic/economic factors expected to
affect the load. The estimated model is then used to forecast load based on forecasts
related to the demographic/economic factors over the forecast horizon. Consequently, a
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consistent set of historical and forecast data on such factors are needed to develop a load
forecast using econometric approach.

As mentioned in Section 2.0 of Exhibit G1-01-01, data on local demographic/economic
factors covering both historical and forecast periods is not available for Remotes (e.g.,
Canada Mortgage and Housing Corporation reports do not include data on Remotes).
Moreover, Canadian/provincial data on demographic/economic factors (as proxies for
corresponding local data) could not capture trends in Remote communities’ load. For
example, an upturn in the overall Canadian or Ontario economy has not historically
resulted in a similar increase in economic activity within these communities. This is
partly due to difference in the dynamic of housing development in remote communities.
As mentioned in Exhibit G1-01-01, a February 2011 audit report that evaluated INAC's
on-reserve housing support found that the rate of new housing construction on reserves
does not directly correlate to an increased number of housing units.
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OEB Staff - Interrogatory # 63

Reference.
Exhibit G1/ Tab 2 / Schedule 1 / Pages 3-4

Interrogatory:

In the table that provides current and proposed rates, Remotes has provided the rates for Standard
A customers. With respect to services charges, Remotes does not have any service charges for
Standard A customers.

a) Please confirm whether Standard A customers pay a monthly service charge. If not, why
not?
b) If there are any errors in the table, please provide a revised corrected table.

Response.
a) Standard A customers do not pay a monthly service charge. The Standard A rate structure

was developed by Ontario Hydro and was in place at the time of the Ontario Hydro de-
merger and the creation of Hydro One and its subsidiaries, including Remotes. The Rural
and Remote Rate Protection Regulation requires Remotes to forecast revenues based on
the rates set out for those classes in the most recent rate order made by the Board.

b) N/A
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OEB Staff - Interrogatory # 64

Reference.
Exhibit G1/ Tab 4 / Schedule 1 / Page 1

Interrogatory:

Remotes has two broad categories of customers, Standard A or government customers whose
rates have been historically been set above cost, and those residential and general service
customers who benefit from the Rural and Remote Rate Protection fund.

a)

What rates do residential and commercial customers that are not on First Nation reserves
pay?

b) What class and types of customers are included in Standard A?
Response.
a) Residential and commercial customers living off-reserve pay the same rates as customers

b)

on reserve. There are, however, some government-related charges or benefits that differ
for First Nation customers on reserve. For example, on-reserve First Nation customers
(that are not incorporated) are exempt from HST; and, in 2017, the provincial
government introduced a First Nation Delivery Credit for First Nation residential
customers living on reserve, in recognition of First Nations’ contributions to the
provinces energy system. In the case of Remotes, the provincial government pays the
Monthly Service Charge for First Nation residential customers living on reserve.

The Standard A category of customer includes both residential and commercial (general
service) customers who receive ongoing government funding and are therefore not
eligible for rate protection. Remotes has four classes of Standard A customers. There
classes are: 1) Road/Rail Residential, 2) Road Rail General Service; 3) Air Access
Residential and 4) Air Access General Service. Road/Rail Standard A customers pay
lower rates than Air Access Standard A customers because the cost of transporting fuel
over roads is cheaper than flying it in.
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1 OEB Staff - Interrogatory # 65

3 Reference:
Exhibit G1/ Tab 5/ Schedule 1/ Page 4

[&)]

Interrogatory:
Remotes has provided the bill impacts for the different categories of customers.

© 00 N o

Remotes has provided the bill impacts for Non Standard A general service three phase. These are
10 customers who use three phase power. How is this customer class different from residential and
11 residential seasonal customers? What type of power do residential and residential seasonal
12 customers use?

13

14 Response.

15 Three phase customers are commercial customers who use larger motors, pumps or other
16 equipment. The distribution connection requires a feeder with three primary conductors. A three
17 phase customer also normally uses more power than a single phase customer. Distribution
18 connections for residential and residential seasonal customers normally only require a single
19 primary conductor as these customers normally use much smaller equipment.



11
12
13
14
15
16
17
18
19
20

Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 1

Schedule 66

Page 1 of 1

OEB Staff - Interrogatory # 66

Reference.
Exhibit G1/ Tab 5/ Schedule 1/ Page 5

Interrogatory:
Remotes has provided a definition of Standard A customers and has noted the following
exceptions:

e Canada Post Corporation, Hydro One Inc. or a subsidiary of Hydro One Inc.;

e social housing;

e arecreational or sport facility;

e aradio, television or cable television facility; and

e alibrary

What rates do customers that fall in the above categories pay?

Response.
Customers who fall into the categories above pay non Standard A rates. Social housing facilities

would pay Non Standard A residential rates, the others would pay Non Standard A general
service rates.
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OEB Staff - Interrogatory # 67

Reference:
Exhibit H1 / Tab 1 / Schedule 1, Exhibit H2 / Tab 1 / Schedule 1 / Attachments 1-4

Interrogatory:
At the above reference, Remotes has requested the disposition of its December 31, 2016 audited
Rural and Remote Rate Protection (RRRP) Variance Account balance.

a) Given that the amounts recorded in the RRRP variance account for both 2015 and 2016
will be impacted by the final allocation (between shareholder and ratepayers) of the tax
benefits arising from Hydro One’s 2015 IPO, will Remotes be seeking to defer the
disposition of its December 31, 2016 RRRP variance account balance until the motion to
review / appeal of the OEB’s Decision on Hydro One’s 2017/18 transmission rates case
has been completed?

b) If the response to the above is no, then please recalculate the amounts recorded to the
RRRP variance account in both 2015 and 2016 based on the OEB’s recent Decision on
Hydro One’s 2017/18 transmission rates case, whereby the OEB has ordered that the tax
benefits from Hydro One’s IPO be allocated 68%/32% between the shareholders and
ratepayers respectively.

Response.
a) No
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b) The allocation between shareholders and ratepayers has already been reflected in the
application. Refer to Exhibit D1, Tab 7, Schedule 1, page 7.

| 2015+ | 2016 |
CCA from Tax Bump (330,881) (2,197,068)
Tax Rate 26.50% 26.50%
Tax Effected Amount (87,683) (582,223)
Rate Payer 32% (28,059) (186,311)

The decrease in tax expense, would increase net income and decrease RRRP.

* CCA for 2015 is only from October 31, 2017 to December 31, 2017.
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Energy Probe Research Foundation - Interrogatory # 1

Reference.

Exhibit A, Tab 3, Schedule 1, page 2, table 1

Interrogatory:

Please re-calculate the breakdown of the revenue requirement, but hold the percentage of
revenue requirement recovered through rates (as opposed to RRRP funds) the same in this

application as was approved in EB-2012-0137.

Response.

Table 1 in Exhibit A, Tab 3, Schedule 1 contained incorrect data in the column Approved in EB-

2012-0137 and has been corrected in the table below.

Revised Table 1

Breakdown of Revenue Requirement (in $K)

Approved In this
in EB-2012; Application $ Change | % Change
o137 |"FP
Revenue Requirement 50,105 56,689 6,584 13.1%
Recovered through rates 17,260 17,612 352 2.0%
Recovered through other revenues 586 999 413 70.5%
Recovered by RRRP 32,259 38,078 5,819 18.0%

Based on the revised table, the breakdown of the revenue requirement has been re-calculated as

follows:

Breakdown of Revenue Requirement (in $K)

meBoiz] 2013% | o
0137 Allocation
Revenue Requirement 50,105 56,689
Recovered through rates 17,260 34.4% 19,528
Recovered through other revenues 586 1.2% 663
Recovered by RRRP 32,259 64.4% 36,498
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Energy Probe Research Foundation - Interrogatory # 2

Reference.
Exhibit A Tab 3 Schedule 1Pages 2 and 3; Business Plan 2017-2022

Interrogatory:
Preamble: The 2018 Rates Application is based on Rebasing/Cost of Service

Please indicate in detail with reference to the RRFE, how rates will be set for 2019-2022,
including timing of future applications.

Response.
Hydro One Remote Communities is not operated in the same manner as other LDCs. Consistent

with the Board’s Decision in RP-1998-0001, Remotes is 100% debt-financed and is operated as a
break-even company with no return on equity. Remotes’ customers do not pay rates based on
cost. Rates are set based on rules prescribed by O. Reg 442/01. That statute requires the Board
to calculate Rate Protection for these customers. Further, in its Decision in proceeding EB-2014-
0084, the Board noted that, “Hydro One Remotes is excluded from the Board’s benchmarking
analysis because of its unique circumstances”. As noted in the Hydro One Remotes’ 2014 Price
Cap Incentive Rate application (proceeding EB-2013-0142), Hydro One Remotes is unique in
terms of its operating characteristics and cost recovery due to the Rural or Remote Electricity
Rate Protection.”

The Remotes’ Price Cap Index rate was prepared on the basis of a single forward 2018 test-year
cost of service basis and provides three years of historical data and an executive summary of
Hydro One Remotes’ Business Plan 2017 to 2022 (Exhibit A, Tab 3, Schedule 2, Attachment 1).
The application also meets the requirements of the Filing Requirements for Transmission and
Distribution Applications (issued November 14, 2006, and updated on July 20, 2017). The
completed Ontario Energy Board (“OEB”) 2018 Cost of Service Checklist found submitted as
Exhibit A, Tab 2, Schedule 2, Attachment 3 and Table of OEB Work Forms and Chapter 2
Appendices found as Exhibit A, Tab 2, Schedule 2, Attachment 4, demonstrate that Hydro One
Remotes has addressed all applicable filing requirements.

In alignment with the Ontario Energy Board Renewed Regulatory Framework (“RRFE”)
outcomes, Hydro One Remotes sets annual targets and plans for improvement in the areas of
financial strength, customer relations, operational excellence, productivity, environmental
stewardship and health and safety to measure and monitor its performance on an internal
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scorecard (Exhibit A, Tab 5, Schedule 1, Attachment 1). The Hydro One Remotes Electricity
Distributor Scorecard (Exhibit A, Tab 5, Schedule 1, Attachment 2) is submitted to the OEB on
an annual basis to demonstrate continuous improvement in performance outcomes.

METSCO Engineering Solutions Inc. attests that the Distribution System Plan (“*DSP”) also
demonstrates and supports the four key RRFE objectives: customer focus; operating
effectiveness, public policy responsiveness and financial performance (Exhibit B1, Tab 1,
Schedule 1). The DSP contains the five-year capital plan that reflects the fundamental principles of
good asset management; coordinated, longer-term optimized planning; a common set of performance
expectations and is under-pinned by on-going customer engagement activities, the promotion
generation of electricity from renewable energy sources, and strategies to improve productivity,
promote economic efficiency and cost effectiveness.

Remotes expects to make annual price cap adjustments to customer rates through the Board’s
established annual process.
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Energy Probe Research Foundation - Interrogatory # 3

Reference:
HORCI Business Plan 2017-2022

Interrogatory:

Preamble: The HORCI Business Plan 2017-2022 Projects that operating costs (OM&A) will
increase from $50 million to $60 million and the RRRP increase from $38 million to $60 million
over the next 5 years 2018-2022.

a) Please indicate the main drivers for these significant increases.

b) Discuss how such an outlook fits with the goals of the OEB and RRFE.

c) Discuss how HORCI will mediate this scenario.

Response.

a) The business plan document (Exhibit A, Tab 3, Schedule 1) shows RRRP projected to
increase to $44M, not $60M. Distribution and generation program increases over the
plan period primarily relate to expected increases in the work programs associated with
service to Pikangikum, Cat Lake and Wunnumin Lake in 2018, 2019 and 2020. The costs
associated with service to these communities have not been included in the revenue
requirement associated with this filing. Fuel costs are expected to increase related to
projected increases to market prices and increased customer consumption.

b) Remotes believes that its plan is consistent with the goals of the OEB as set out in the
RRFE. Remotes’ business plan is based on meeting the needs and preferences of its
customers. Please also see the response to 1-02-02.

c) Remotes’ service territory is inherently costly to serve and both the number of

communities and number of customers served are expected to increase over the plan
period. Remotes will continue to manage its fuel transportation costs as described
throughout this application.
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1 Energy Probe Research Foundation - Interrogatory # 4

3 Reference:

4 Exhibit A, Tab 3, schedule 2, page 2-3

5

6 Interrogatory:

7 Preamble: Remotes states that costs to the utility will increase significantly in the event that a
8 winter road is not built.

9

10 a) Since 2013, how many times has a winter road not been built?

1 b) What increased costs are directly attributable to the lack of a winter road?

12 c) Please provide a table clearly laying out what additional costs will be borne by Hydro

13 One in the event that a winter road is not built?

14 d) How does Hydro One deal with the increased costs from the lack of a winter road? Does
15 it come from the RRRP variance account?

16

17 Response.

18 a) One community did not have a winter road built in 2015 and 2017. Five communities did
19 not have a winter road built in 2016.

20

21 b) The cost to fly-in fuel is considerably higher due to the cost of air freight which includes
22 the cost of ground transportation to get the fuel on the planes plus the cost of air
23 transportation.

24

25 c) The additional costs to be borne by Hydro One in the event that a winter road is not built
26 depend on the location of the community. The table in Appendix A provides the 2017
27 additional costs.

28

29 d) Yes, the increased costs from the lack of a winter road are funded by the RRRP variance

30 account.
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Appendix A: Additional Costs incurred if Winter Roads not built

Table: Additional Costs Incurredif Winter Road not Built

Total Costs (in

Winter Roads First Nations $K)
Community Ligzsaclia)(/ir\]lvlirlt)er $/LR\gv;2ter $/L Air $/L Impact C’::t(sj |t(:g T;L) Litres &{)FN (in $/L $/L Air $/L Impact Cﬁsdtg 'E:g r;l) Addit(iicr)]ng(g:osts
Bearskin 340 $1.306 $1.974 $0.668 $227 0 $0.000 $0.000 $0.000 $0 $227
Big Trout Lake 530 $1.226 $1.837 $0.612 $324 0 $0.000 $0.000 $0.000 $0 $324
Deer Lake 170 $1.154 $1.433 $0.279 $47 0 $0.000 $0.000 $0.000 $0 $47
Fort Severn 180 $1.546 $2.858 $1.312 $236 564 $2.167 $2.858 $0.691 $390 $626
Kasabonika 220 $1.152 $1.682 $0.531 $117 0 $0.000 $0.000 $0.000 $0 $117
Kingfisher 260 $1.105 $1.621 $0.516 $134 0 $0.000 $0.000 $0.000 $0 $134
Lansdowne 240 $1.405 $1.446 $0.041 $10 0 $0.000 $0.000 $0.000 $0 $10
Marten Falls 30 $1.274 $1.455 $0.180 $5 0 $0.000 $0.000 $0.000 $0 $5
Sachigo Lake 220 $1.305 $1.847 $0.543 $119 650 $1.331 $1.847 $0.516 $336 $455
Sandy Lake 580 $1.074 $1.900 $0.826 $479 1,000 $1.107 $1.900 $0.793 $793 $1,272
Wapakeka 70 $1.224 $1.844 $0.620 $43 0 $0.000 $0.000 $0.000 $0 $43
Weagamow 300 $1.415 $1.456 $0.041 $12 0 $0.000 $0.000 $0.000 $0 $12
Webequie 110 $1.645 $1.693 $0.048 $5 0 $0.000 $0.000 $0.000 $0 $5
Total 3,250 $1.257 $1.695 $0.438 $1,761 2,214 $1.443 $1.900 $0.457 $1,518 $3,279
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Energy Probe Research Foundation - Interrogatory # 5

Reference.
Exhibit A Tab 3 Schedule 2, attachment 1, pages 2-3

Interrogatory:

a)

Please provide any updates on cost/schedule of the Kingfisher Lake project.

b) Please provide any cost estimates of the Gull Bay First Nation solar and battery project?

c) How are the costs from the Gull Bay solar and battery project recovered? Is Hydro One
directly responsible for those costs?

d) Will the power and costs from the Gull Bay project be calculated in the same way as
other renewable energy projects — i.e. in the form of diesel power saved?

Response.

a) The Kingfisher Lake project generators are in-service as of the end of December 2017.
Some wrap up work such as pipe painting, site clean-up and removal from site is
expected to be completed by the end of March 2018. The cost for the project is expected
to be $5.7M.

b) The Gull Bay First Nation project is an Ontario Power Generation (OPG) project.
Remotes is not aware of the cost estimates for this project.

c) Remotes is not aware of how the proponent (OPG) expects to recover costs. The energy
generated from this project will be purchased under a Power Purchase Agreement and the
current REINDEER rate for stand-alone renewable generation in Gull Bay is
$0.261/kWhr. Remotes is a collaborator on this project and will assist 50% of the diesel
station modification costs but Remotes will not contribute to the CIA or Connection
Costs. The proponent (OPG) is responsible for all other costs.

d) Yes, Remotes calculates the rates for stand-alone renewable projects as part of the

REINDEER program. This rate is based on the 3-year average cost of diesel fuel savings
for the community of Gull Bay.
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Energy Probe Research Foundation - Interrogatory # 6

Reference.
Exhibit A, Tab 3, Schedule 3, pages 1-3

Interrogatory:
Please provide any cost-benefit analysis done in regards to the REINDEER program?

Response.
There has not been any formal cost-benefit analysis performed for the REINDEER program.

Fundamentally, the REINDEER program, under the stand alone operating model is based on the
avoided cost of fuel, and as a result the financial cost-benefit of the program is essentially
neutral. Either we pay for fuel for diesel generation or we pay the equivalent rate for renewable
energy purchasing. The financial cost benefit of this activity is neutral to Remotes, however non-
financial benefits include the environment because of reduced diesel emissions.

Under the REINDEER program, under the net metering model, Hydro One Remotes could be
subject to financial losses when Standard A accounts have net metering installations, since the
Std A revenue is in excess of cost. As a criterion for connection and in order to limit or reduce
the potential for financial losses, projects must be sized according to the facility’s load and may
not exceed 50% of annual energy consumption. Again, the environment benefits in a non-
financial way.
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Energy Probe Research Foundation - Interrogatory # 7

Reference.

Exhibit A, Tab 3, Schedule 3; DSP Figure 2-8

Interrogatory:

Please provide the results of the REG and Net Metering Programs for each historic year and a

forecast for the 2018 Test Year. Please include totals and the following breakdown:

- HORCI-owned, FN/private-owned and Government REG installations and MWh
- FN and Government Net Metering installations and MWHh.

Response.

An listing of installed Reindeer projects (FN/private-owned and/or Government owned) by year

and capacity is provided in Table 1 below are provided in the first table below.

Table 1
Total Sum of
Number Nameplate
Row Labels of Installs Capacity (kW)
2014 5 182
Customer Owned Solar 5 182
Net Metering 5 182
2015 1 20
Customer Owned Solar 1 20
Net Metering 1 20
2016 9 116.5
Customer Owned Solar 9 116.5
Net Metering 5 76.5
Stand Alone 4 40
2017 1 30
Customer Owned Solar 1 30
Net Metering 1 30
Grand Total 16 348.5
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Table 2 shows Remotes REG assets (Total Renewables); and the “Stand Alone” (Purchased
REINDEER Renewable) projects that were put into service in 2017. Remotes is not able to
provide the kWh for the net metering projects.

Table 2

Historic (Actual in kWh) Bridge Test

2013 2014 2015 2016 2017 2017 2018
Hydroelectric Dam 1,431,944 1,590,028 1,591,976 1,292,638 2,184,222 | 1,834,000 | 1,560,000
Wind Farm 16,650 17,100 34,540 25,070 35,750 26,000 26,000
Total Renewables 1,448,594 1,607,128 1,626,516 1,317,708 2,219,972 | 1,860,000 | 1,886,000
Purchased - - - - 36,374 380,000 380,000
1,448,594 1,607,128 1,626,516 1,317,708 2,256,346 | 2,240,000 | 2,266,000

Since the REINDEER projects in service is fundamentally based on the actions of other parties
as well as provincial and federal funding programs, Remotes does not forecast new projects in
future periods. Hydro One Remotes continues to support the connection of renewable projects
and remains hopeful that the progress made to date will continue.
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Energy Probe Research Foundation - Interrogatory # 8

Reference.

Exhibit A, Tab 3, Schedule 3 attachment 1, page 2

Interrogatory:

Please update Hydro One’s diesel cost forecasts for 2017 and subsequent years if they have

changed.

Response.

The updated diesel fuel forecast is below in Table 1. The updated REINDEER rates (based on
the reference to Exhibit A, Tab 3, Schedule 3 cited above) is below as Table 2.

Table 1

Fuel Purchases (in SK)

Actual Forecast (in SK)
2017 2018 20190 2020 2021 2022
Fuel cost $25,695 $25.926 $27.912 $30,146 $34.111 $34.385
Table 2
REINDEER Standalone Rates 2018
Community $/kWh

ARMSTRONG 0.217
BEARSKIN 0.446

BIG TROUT 0.443
BISCO 0.337
DEER LAKE 0.383
FORT SEVERN 0.618
GULL BAY 0.261
HILLSPORT 0.375
KASABONIKA 0.413
KINGFISHER 0.391
LANSDOWNE 0.363
MARTEN FALLS 0.445

OBA 0.349
SACHIGO 0.364
SANDY LAKE 0.379
SULTAN 0.400

W APEKEKA 0.490
WEAGAMOW 0.339
WEBEQUIE 0.411
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Energy Probe Research Foundation - Interrogatory # 9

Reference.

Exhibit A, Tab 3, Schedule 1Page 6; G2, Tab 1, Schedule 1

Interrogatory:

a) Please provide Forecast and Actual Loads for 2013-2017 with a breakdown/estimate of

Billing Units per Class
b)

connected, changes in customer count, conservation, REG, Net Metering etc..
c) There is Conflicting evidence regarding when Cat Lake will become a Remotes
Distribution Service area. Please clarify, including what is the condition and what will
happen to the Cat Lake generators and other assets?

d)
Rates.(e.g.+ 10%)

Please provide the key assumptions for the 2018 Load Forecast, including communities

Please provide a sensitivity assessment of the 2018 Load Forecast on Billing Units and

e) Has Remotes assessed the impact of weather on the Load Forecast? Please provide
relevant information related to the sensitivity of the 2018 forecast to weather.
Response.
a)
Load Forecast vs Actual (2013-2017)
2013
KWh Revenue KwH Revenue
Forecast Actual Forecast Actual % Variance | % Variance
Residential - Year Round - Non Std. 'A’ 34,119,803 | 36,786,816 3,790,839 4,009,719 7.8% 5.8%
Residential - Seasonal 293,284 291,477 70,357 67,827 -0.6% -3.6%
General Service - Non Standard 'A' (Phase 1&3) | 12,305,731 | 10,221,041 1,317,581 1,101,088 -16.9% -16.4%
Street Lighting 239,678 235,767 22,418 21,772 -1.6% -2.9%
Residential - Road Access - Std. 'A' 39,546 41,879 22,685 24,350 5.9% 7.3%
General Service - Road Access - Std. 'A’ 631,449 610,901 398,887 380,400 -3.3% -4.6%
Residential - Air Access - Std. 'A" 1,232,369 1,216,181 1,098,533 1,069,141 -1.3% -2.7%
General Service - Air Access - Std. 'A' 8,820,759 | 9,224,362 | 8,057,868 | 8,307,739 4.6% 3.1%
Unbilled 1,631,358 - 319,305 - -100.0% -100.0%
Total 59,313,977 | 58,628,424 | 15,098,473 | 14,982,035 -1.2% -0.8%
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2014
KWh Revenue KwH Revenue
Forecast Actual Forecast Actual |% Variance |% Variance
Residential - Year Round - Non Std. ‘A’ 36,726,937 | 38,513,780 | 4,128,137 | 4,404,317 4.9% 6.7%
Residential - Seasonal 267,650 293,871 81,569 79,283 9.8% -2.8%
General Service - Non Std 'A’ (Phase 1&3) 10,591,523 | 11,345,731 1,176,044 | 1,270,456 7.1% 8.0%
Street Lighting 208,406 275,928 19,846 26,451 32.4% 33.3%
Residential - Road Access - Std. 'A' 50,589 46,009 30,407 28,258 -9.1% -7.1%
General Service - Road Access - Std. ‘A’ 636,605 714,942 410,169 467,553 12.3% 14.0%
Residential - Air Access - Std. 'A" 1,352,428 | 1,305,644 | 1,231,678 | 1,206,381 -3.5% -2.1%
General Service - Air Access - Std. 'A’ 9,344,311 | 9,842,743 | 8,705,597 | 9,301,908 5.3% 6.8%
Unbilled - - - -
Total 59,178,449 | 62,338,648 | 15,783,447 | 16,784,607 5.3% 6.3%
2015
KWh Revenue KwH Revenue
Forecast Actual Forecast Actual |% Variance | % Variance
Residential - Year Round - Non Std. 'A' 39,319,861 | 38,143,476 4,513,639 4,405,018 -3.0% -2.4%
Residential - Seasonal 214,445 315,414 75,379 83,664 47.1% 11.0%
General Service - Non Standard 'A' (Phase 1&3) | 11,311,484 | 11,089,136 1,285,529 1,261,254 -2.0% -1.9%
Street Lighting 229,866 291,955 22,780 28,630 27.0% 25.7%
Residential - Road Access - Std. 'A' 40,536 44,235 24,678 27,598 9.1% 11.8%
General Service - Road Access - Std. 'A' 602,467 740,650 400,416 489,896 22.9% 22.3%
Residential - Air Access - Std. 'A" 1,383,008 1,301,291 1,300,151 1,216,551 -5.9% -6.4%
General Service - Air Access - Std. 'A' 9,897,671 | 9,174,261 | 9,518,789 | 8,777,016 -7.3% -7.8%
Unbilled 1,864,646 - 471,757 - -100.0% -100.0%
Total 64,863,984 | 61,100,418 | 17,613,118 | 16,289,627 -5.8% -7.5%
2016
KWh Revenue KwH Revenue
Forecast Actual Forecast Actual |% Variance |% Variance
Residential - Year Round - Non Std. 'A’ 38,988,962 | 40,513,072 | 4,520,358 | 4,724,056 3.9% 4.5%
Residential - Seasonal 233,694 370,225 76,966 105,980 58.4% 37.7%
General Service - Non Standard 'A’' (Phase 1&3) | 12,160,285 | 11,192,755 | 1,386,648 | 1,294,095 -8.0% -6.7%
Street Lighting 268,151 276,217 26,807 27,472 3.0% 2.5%
Residential - Road Access - Std. 'A’ 46,420 52,698 29,230 33,385 13.5% 14.2%
General Service - Road Access - Std. 'A’ 754,316 728,847 505,224 488,319 -3.4% -3.3%
Residential - Air Access - Std. 'A" 1,368,415 1,401,454 1,294,599 1,326,847 2.4% 2.5%
General Service - Air Access - Std. 'A’ 9,404,379 | 9,904,451 | 9,113,140 | 9,597,680 5.3% 5.3%
Unbilled 1,478,228 - 406,364 - -100.0% -100.0%
Total 64,702,850 | 64,439,719 | 17,359,336 | 17,597,835 -0.4% 1.4%
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2017
KWh Revenue KwH Revenue
Forecast Actual Forecast Actual |% Variance |% Variance
Residential - Year Round - Non Std. ‘A’ 38,493,908 | 39,208,450 4,567,706 4,669,347 1.9% 2.2%
Residential - Seasonal 310,541 314,224 85,592 85,693 1.2% 0.1%
General Service - Non Standard 'A’' (Phase 1&3) | 10,902,685 | 10,736,149 1,311,822 1,264,482 -1.5% -3.6%
Street Lighting 263,244 210,782 26,598 21,375 -19.9% -19.6%
Residential - Road Access - Std. 'A' 47,546 48,652 30,555 31,327 2.3% 2.5%
General Service - Road Access - Std. ‘A’ 706,570 762,539 482,915 520,830 7.9% 7.9%
Residential - Air Access - Std. 'A" 1,358,699 1,286,753 1,309,319 1,241,292 -5.3% -5.2%
General Service - Air Access - Std. 'A’ 9,298,513 | 9,594,765 | 9,187,720 | 9,475,788 3.2% 3.1%
Unbilled - 330,137 - 96,841 100.0% 100.0%
Total 61,381,706 | 62,492,451 | 17,002,226 | 17,406,975 1.8% 2.4%
b) The 2018 load forecast is based on the 2017 forecast, with the customer base escalated

for expected growth. Remotes 2017 forecast is based on historical kwh usage and
customer numbers. This historical data is also averaged over 3 years to take into
consideration the effect of weather. This data is adjusted for increases in customer
numbers and in usage.

Negotiations on a service agreement with Cat Lake have not been concluded and it is
uncertain when an agreement will be reached. Therefore Remotes has not included the
costs and revenues associated with service to this community in its Revenue
Requirement. Because the community is expected to join Remotes’ service territory at a
future point, the number of customers was included in the DSP. The distribution and
transmission assets meet Hydro One standards. The generating station is inoperable. As
part of the discussions with the community, INAC funded a capital project to
decommission the generating station and remove it from the community. The generating
station has been decommissioned and will be removed over winter road. It is
contemplated that, when the asset transfer takes place, Remotes would own the
distribution assets and Networks would own the transmission assets.
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d) Sensitivity Assessment — 2018 Load Forecast
2018 Load Forecast - Proposed Rates

Sensitivity Assessement

+ 10 per cent - 10 per cent
Residential - Year Round - Non Std. 'A"  |# Customers | Estimated kWh | Rate Revenue Rate Revenue Rate Revenue
Monthly Service Charge 2,695 19.68 636,412 21.65 700,096 17.71 572,806
Electricity Charges - 1st 1,000 kwWh 26,831,785 | 0.0926 | 2,484,623 0.1019 | 2,733,086 0.0833 | 2,236,161
Electricity Charges - Next 1,500 kwh 10,645,490 | 0.1236 | 1,315,783 0.1360 | 1,447,361 0.1112 | 1,184,204
Electricity Charges - All Additional KWh 1,457,947 | 0.1862 271,470 0.2048 298,617 0.1676 244,323
Total 38,935,222 4,708,287 5,179,160 4,237,494
Residential - Seasonal
Monthly Service Charge 147 33.26 58,504 36.59 64,538 29.93 52,804
Electricity Charges - 1st 1,000 kWh 312,406 | 0.0926 28,929 0.1019 31,822 0.0833 26,036
Electricity Charges - Next 1,500 KWh - 0.1236 - 0.1360 - 0.1112 -
Electricity Charges - All Additional KWh - 0.1862 - 0.2048 - 0.1676 -
Total 312,406 87,433 96,359 78,840
General Service 1-Phase - Non Std. ‘A’
Monthly Service Charge 306 33.46 122,664 36.81 135,152 30.11 110,579
Electricity Charges - 1st 6,000 kWh 5,930,738 | 0.1038 615,611 0.1142 677,172 0.0934 554,050
Electricity Charges - Next 7,000 kwh 409,062 | 0.1377 56,328 0.1515 61,961 0.1239 50,695
Electricity Charges - All Additional kWh 88,046 | 0.1862 16,394 0.2048 18,034 0.1676 14,755
Total 6,427,846 810,997 892,317 730,078
General Service 3-Phase - Non Std. A’
Monthly Service Charge 43 41.89 21,699 46.08 23,777 37.70 19,454
Electricity Charges - 1st 25,000 kwh 4,827,342 | 0.1038 501,078 0.1142 551,186 0.0934 450,970
Electricity Charges - Next 15,000 kwh 198,166 | 0.1377 27,287 0.1515 30,016 | | 0.1239 24,559
Electricity Charges - All Additional Kwh 16,497 | 0.1862 3,072 0.2048 3,379 0.1676 2,765
Total 5,042,005 553,136 608,358 497,747
Street Lighting
8 -
Electricity Charges 263,245 | 0.1029 27,088 0.1132 29,797 | | 0.0926 24,379
Total 263,245 27,088 29,797 24,379
Residential - Road Access - Std. 'A’
Electricity Charges - 1st 250 KWh 8 22,623 | 0.6097 13,793 0.6707 15,173 0.5487 12,414
Electricity Charges - All Additional Kwh 25,148 | 0.6967 17,520 0.7664 19,272 0.6270 15,768
Total 47,771 31,314 34,445 28,182
General Service - Road Access - Std. 'A’
22
Electricity Charges 710,230 | 0.6967 494,817 0.7664 544,299 0.6270 445,335
Total 710,230 494,817 544,299 445,335
Residential - Air Access - Std. 'A"
Electricity Charges - 1st 250 KWh 135 404,750 | 0.9205 372,572 1.0126 409,830 0.8285 335,315
Electricity Charges - All Additional KWh 1,014,137 | 1.0100 | 1,024,278 1.1110 | 1,126,706 0.9090 921,850
Total 1,418,887 1,396,850 1,536,535 1,257,165
General Service - Air Access - Std. 'A’
288
Electricity Charges 9,408,294 | 1.0100 | 9,502,376 1.1110 | 10,452,614 0.9090 | 8,552,139
Total 9,408,294 9,502,376 10,452,614 8,552,139
Summary 3,652 62,565,904 17,612,299 19,373,884 15,851,359




1

e) This historical data is averaged over 3 years to take into consideration the effect of
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Energy Probe Research Foundation - Interrogatory # 10

Reference.
Exhibit A, Tab 4, Schedule 1, attachment 2 page 31

Interrogatory:
a) How did Hydro One calculate the total bill for other distributors?
b) What power consumption was used to calculate monthly bills?
c) Are Hydro One’s various residential rate classes included in the chart (UR, R1 and R2)?

Response.
a) The Ontario Energy Board staff provided the bill calculation.

b) Board staff used 750 kWh for residential customers and 2,000 kWh for general service
customers, consistent with the methodology approved by the Board in EB-2009-0278.

c) The calculation provided by Board staff does not appear to include Hydro One Networks.
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Energy Probe Research Foundation - Interrogatory # 11

Reference.

Exhibit A, Tab 5, Schedule 1; Exhibit D2, Tab3, Schedule 4

Interrogatory:

Preamble: The Scorecard includes $/Mwh as a metric, but no data are reported.

a)

b)

c)
d)

9)

Please provide in tabular and chart format, the Total cost/customer and per MWH
generated/distributed for the historic years 2013-2016, 2017 Bridge(E) and 2018 Test
year(F). Reconcile to Table 1 D1-01-02 and Table 1 D1-01-03

Please provide in Tabular and Chart format, the O&M Costs (excluding Fuel) per unit of
Load expressed as $/Mwh for each of Generation and Distribution for the historic years
2013-2016, 2017 Bridge(E) and 2018 Test year(F)

Ref. Exhibit A, Tab 5, Schedule 1; Exhibit B1. DSP Section 2.3

Please provide the definition(s) HORCI uses for Loss of supply, specifically whether
this/these are based on loss of generation or all parts of the system.

Provide a detailed description of the steps HORCI will be undertaking in 2018-2022 to
reduce outages due to Loss of Supply and Scheduled Maintenance. Address each in detail
including also programs to reduce outages due to defective equipment.

What are the 2018-2022 internal Targets for reducing Loss of Supply and Scheduled
maintenance and defective equipment

Please provide a chart/projection of the SAIDI and SAIFI with/without Loss of Supply
2018-2022 and compare to historic and bridge years.
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a)
Total Cost per Customer & MWh (in $K)
Historic (Actuals) Bridge Test
2013 2014 2015 2016 2017 2018
Fuel 25,568 25,869 23,250 23,669 26,485 27,600
Generation Maintenance 8,648 9,932 8,610 9,574 11,392 11,640
Generation Operations 4,306 4,260 4,337 4,358 4,819 4919
OESP Payments to IESO - - - 61 - -
Distribution Operations & Maintenance 1,461 1,879 2,415 1,992 2,119 2,203
Collecting & Billing 3,584 2,285 919 2,014 2,271 2,304
Admin Expenses 1,645 1,714 1,582 1,829 1,299 1,477
Total OM&A 45,212 45,939 41,113 43,497 48,385 50,143
MwWh 58,628 62,339 61,100 64,440 61,382 62,566
Number of Customers 3,513 3,546 3,530 3,554 3,627 3,762
OM&A per MWh 0.7712 0.7369 0.6729 0.6750 0.7883 0.8014
OM&A per Customer 12.8699 12.9552 11.6467 12.2389 13.3402 13.3288
b)
Total Cost per MWh (excluding fuel) (in $K)
Historic (Actuals) Bridge Test
2013 2014 2015 2016 2017 2018
Generation Maintenance 8,648 9,932 8,610 9,574 11,392 11,640
Generation Operations 4,306 4,260 4,337 4,358 4,819 4919
OESP Payments to IESO - - - 61 - -
Distribution Operation & Maintenance 1,461 1,879 2,415 1,992 2,119 2,203
Collecting & Billing 3,584 2,285 919 2,014 2,271 2,304
Admin Expenses 1,645 1,714 1,582 1,829 1,299 1,477
Total OM&A (excluding fuel) 19,644 20,070 17,863 19,828 21,900 22,543
MWh 58,628 62,339 61,100 64,440 61,382 62,566
OM &A per MWh (excluding fuel) 0.3351 0.3220 0.2924 0.3077 0.3568 0.3603

c) No question referenced.

d) Remotes uses the following definition: “Loss of Supply (generation station is the cause).”
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Loss of supply is directly attributed to the maintenance and operation of generation
assets. Routine and planned maintenance are critical in maintaining strong operating
assets. Improvements in SCADA, re-investment in unit replacements and well as timely
troubleshooting are also all necessary for reducing loss of supply outages. Scheduled
maintenance is often done strictly for safety reasons as Remotes is not fully equipped to
perform the work under live conditions. Reductions in scheduled outages could be
identified if we made significant asset and training investments, but it is not worth it
given the few outages taken overall.

Since Remotes is an integrated utility, Remotes’ targets for reliability metrics are based
on the 5-year average for SAIDI and SAIFI including loss of supply. Targets are aimed at
improving results over the 5-year average. Targets are determined annually, once full
year results are available. Since 2012, Remotes has set specific internal performance
targets for generation availability (based on the actual minutes that generation is available
across its system). Targets for generation availability include all unplanned generation
outages across its system. Incremental improvements to the target are set each year.
There are no defined internal Targets for reducing Loss of Supply and Scheduled
maintenance and defective equipment. But given that Loss of Supply and Scheduled
maintenance and defective equipment represent the most significant portion of our
outages, improvements in these will be necessary to achieve our 5-year SAIDI/SAIFI
target. The Remotes’ Outage Committee (ROC) reviews each outage to determine trends
and root causes, leading to actions to avoid future reoccurrences.

Remotes has not set annual reliability targets. Targets are based on improvements to the
5-year average for SAIDI and SAIFI including loss of supply and are aimed at improving
results annually.
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Energy Probe Research Foundation - Interrogatory # 12

Reference.
Exhibit A, Tab 5, Schedule 1, page 9

Interrogatory:
a) Since 2013, how many major events has Hydro One Remotes excluded as a result of its
own definition of force majeure that wouldn’t have been excluded using standard metrics
(those used by Hydro One Distribution, for example)?
b) Does Hydro One keep a log of these events? If so, please provide that evidence.

Response.
a) Since 2013, Remotes has experienced two major outages that meet its definition of a

major event. For the purposes of internal reporting, Remotes’ definition of a major event
is as follows:

Major catastrophic events that are beyond the utility’s control will be excluded from
performance reporting, but will be reported to the OEB. A major catastrophic event is
defined as:

1. widespread system damage causing customer interruptions that affect an entire
community; or

2. an outage that affects an entire community for a duration of at least 12 hours
because staff cannot access the community due to circumstances beyond the
control of the company (ie, as a result of adverse weather that prevents a plane
from landing).

Remotes uses this definition for internal reporting because it is appropriate for its service
territory. For the purposes of OEB reporting, Remotes uses the IEEE standard. Remotes
did not adopt Networks’ definition of a major event because its assets and service
territory are different from Networks. Given the wide geographic dispersal of
communities, storm events have not affected more than a single community in the past.
Furthermore, each of the distribution systems are fairly geographically compact (i.e., the
homes and buildings are physically close to one another, so there are fewer feeder related
outages affecting large numbers of customers than in Networks). Finally, because of the
number of customers in each community, using Networks standard of 10% of customers
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b)

out of power would lead to hundreds of outages being excluded annually from
performance reporting.

Since 2013, two outages have met Remotes’ internal definition of a major event day and
were excluded from internal reporting. Please see the attached information on these
outages.

Note that the July, 2017 Report Card in evidence in A-05-01-01 incorrectly classified an
ice storm related outage in Landsdowne as a major event. That outage did not meet the
criteria above and was included in internal performance results when the error was
detected.



Filed: 2018-01-26
EB-2017-0051
Exhibit 1-02-12
Attachment 1

Page 1 of 1
Major Event Days Internal Metric 2013-2017
2015
Response
Outage Start Number of| Information | Duration g:?:;re?; Customer- Time (o time
Location Date MM/DD/YY | Time 24 hour - Hours of Code respond | under 2
Outages Source |in Minutes Out of . .
Clock Interruptions minutes hrs.
Power _
(1=yes)
Wapekeka 04/02/15 12:27:50 1|ST 1409 150 3523 5 0 1
2017
Response
Outage Start Number of] Information | Duration ,(\:Ill:ggr?]re?; SIS Ly Ll
Location Date MM/DD/YY | Time 24 hour Lo Hours of Code respond | under 2
Outages Source [in Minutes Out of . .
Clock Interruptions minutes hrs.
Power
(1=yes)
Hillsport 03/07/17 15:15:00 1 TP| 1170.00 35 683 6 0 1
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Appendix 2-G g
Service Reliability and Quality Indicators
2012 - 2016
Service Reliability
Index Including outages caused by loss of suppl Excluding outages caused by loss of suppl Excluding Major Event Days
2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017 2012 | 2013 2014 2015 2016
SAIDI 16.116 11.932| 8.486 13.303 12.170 10.433 7.949 4.208] 6.068 10.083 9.107 7.776 16.116 11.932| 8.486 13.303 12.170 10.433
SAIFI 11.193 15.685| 14.021 11.691 13.059 11.747 3.641 4.218] 3.372 4.387 4.945 4.154 11.193 15.685| 14.021 11.691 13.059 11.747
No Major Event Days based on IEEE Standard
5 Year Historical Average -Updated for 2017 Results
SAIDI | 11.265 | 7.448 11.265
SAIFI | 13.241 I 4.215 13.241
SAIDI = System Average Interruption Duration Index
SAIFI = System Average Interruption Frequency Index
Service Quality
Indicator OEB Minimum Standard 2012 2013 2014 2015 2016 2017
Low Voltage Connections 90.0% 100.0% | 100.0% 98.4% 100.0% | 100.0% 81.6%
High Voltage Connections 90.0%
Telephone Accessibility 65.0% N/A N/A 95.1% 99.9% 100.0% | 100.0%
ppoi Met 90.0%
Written Response to Enquires 80.0% 100.0% | 100.0% 100.0% | 100.0% 99.9% 100.0%
Emergency Urban Response 80.0%
Emergency Rural Response 80.0% 95.4% 99.1% 98.9% 99.1% 99.3% 99.2%
Telephone Call Abandon Rate 10.0% N/A N/A 1.3% 0.5% 0.0% 0.0%
ppoi Scheduli 90.0%
heduling a Missed 100.0%
Reconnection Performance Standard 85.0% N/A 100.0% | 100.0% 93.2% 94.9% 94.8%

Remotes does not have high voltage connections.

Remotes does not make appointments with customers. Due to the inaccessibiity of its service territory, work is bundled and

performed when a crew is in the community.
Remotes' telephone system was not able to track telephone calls. In 2014, the system was replaced and this metric has since been tracked.
As determined in EB-2011-0021, the reconnection performance standard for Remotes is 2 weeks, to allow for work to be
bundled and performed when a crew is in the community.
Connection of new services low voltage does not include connection of micro-embedded generation facilities.

Reconnection Performance Standard was not tracked until 2013, when the Board issued its Decision on EB-2011-0021
Reconnection Performance Standard Includes customers reconnnected under the OEB's winter reconnection program.
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Energy Probe Research Foundation - Interrogatory # 13

Reference:
Exhibit A, Tab 5, Schedule 1, pages 10-12

Interrogatory:

a) Please update the performance charts with 2017 data.
b) Update the scorecards with 2017 data.

Response.
a) and b) refer to Attachments 1, and 2 for the charts and internal scorecard updated with

2017 data. Note that the training metric is no longer tracked. Instead 2017 training
focused on specific courses and skill shortfalls identified, to ensure that priority training
is performed and risks are limited. Attachment 3 provides the 2016 OEB scorecard,
which was not available at the time of filing.
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Figure 1 Achievement of Environmental Management System Objectives
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Figure 3 Completion of Mandatory Training
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Figure 5

Remotes’ SAIDI Performance
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Figure 6

Remotes’ SAIFI Performance
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Figure 7

Percentage of Generation Availability
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SCORECARD
Year to Date Status Year End
Strategic Objective Performance Measure
Actual Target YTD Target Projected
(]
22
g 2 . . Distribution System Plan & Cost of Service
3 Financial Strength Filing Milestones 23 23 * 23 *
A X
m
5 2 Inspire Customer Customer Satisfaction Survey Results 90% >90% [ ] > 90% [ ]
€ S Loyalty and Improve
% % C Oilnmz]mity P Director’s FN/Tribal Council Meetings 18 8 * 8 *
O &~ i i
Relationships Customer & Community Outreach Initiatives' 18 21 A 21 A
System Duration of Total Interruptions (SAIDI)
= o Hours of interruption per delivery point 10.13 11.24 * 11.24 *
2 Q9 N
& £ Maintain/Improve ,
= = System Reliabilit System Frequency of Total Interruptions
g é Y Y (SAIFT) Interruptions per delivery point 11.74 12.97 12.97
o=
Generation Availability 99.5%, 99.4%, ( ] 99.4%, [ )
=)
> .
5 Improve Efficiency of | Kingfisher Upgrade Milestones o o
S Operations (on time, on budget) 13 13 13
£
= Litres lost to the Environment 0 <100 o <100 o
R
g <
5 é Environmental Hydro One Spills’® 7 <6 A 6 A
o Protection
E E Category A Spills 0 0 [ ) 0 ()
1}
= EMS Objectives and Achievements 42 34 * 34 *
2 Lost Time Injury 0 0 o 0 o
&
A Total Recordable Injury 2 <2 o <2 o
& Injury Free Workplace
= High MRPH Incidents 0 <1 * <1 *
= =< <
[
T HSMS Objectives and Achievements 25 24 ( ] 24 ( ]
Legend % Better than plan ® on plan A Worse than plan

! Customer initiatives are below plan due to unplanned work on other customer initiatives (Fair Hydro Plan, New Bill Project and the Big Trout Lake-

Wapekeka Tie Line).

2 Reliability results including loss of supply are better than the historical average. SAIDI results have improved by 9%, while SAIFI has improved by
10%. In reviewing the major storm events as part of the OEB COS process, one of the major storm events does not technically meet our standard for a
major event and is now included in the results. SAIDI and SAIFT including the single major event are better than the historical average.

3 The majority of 2017 Hydro One spills are related to an increase in glycol spills related to generation equipment failure and have occurred inside the
DGS. As a result, no litres have been lost to the environment.

2017

Strictly Confidential for Internal Use Only, Not to be Copied or Distributed Externally
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9/11/2017

Performance Outcomes Performance Categories _ 2012 2013 2014 2015 2016 Industry § Distributor

Customer Focus

Services are provided in a
manner that responds to
identified customer
preferences.

Operational Effectiveness

Continuous improvement in
productivity and cost
performance is achieved; and
distributors deliver on system
reliability and quality
objectives.

Public Policy Responsiveness
Distributors deliver on
obligations mandated by
government (e.g., in legislation
and in regulatory requirements
imposed further to Ministerial
directives to the Board).

Service Quality

Customer Satisfaction

System Reliability

Asset Management

Cost Control

Conservation & Demand
Management

Connection of Renewable
Generation

Financial Ratios

New Residential/Small Business Services Connected
on Time

Scheduled Appointments Met On Time
Telephone Calls Answered On Time
First Contact Resolution

Billing Accuracy

Customer Satisfaction Survey Results

Level of Public Awareness

Level of Compliance with Ontario Regulation 22/04 !

Number of General Public Incidents

Rate per 10, 100, 1000 km of line

Serious Electrical
Incident Index

Average Number of Hours that Power to a Customer is
Interrupted 2

Average Number of Times that Power to a Customer is
Interrupted 2

Distribution System Plan Implementation Prog
Efficiency Assessment

Total Cost per Customer 3

Total Cost per Km of Line 3

Net Cumulative Energy Savings 4

Renewable Generation Connection Impact Assessments
Completed On Time

New Micro-embedded Generation Facilities Connected On Time

Liquidity: Current Ratio (Current Assets/Current Liabilities)

Leverage: Total Debt (includes short-term and long-term debt) to

Equity Ratio

Profitability: Regulatory

Return on Equity Achieved

1. Compliance with Ontario Regulation 22/04 assessed: Compliant (C); Needs Improvement (NI); or Non-Compliant (NC).
2. The trend's arrow direction is based on the comparison of the current 5-year rolling average to the fixed 5-year (2010 to 2014) average distributor-specific target on the right. An upward arrow indicates decreasing
reliability while downward indicates improving reliability.
3. A benchmarking analysis determines the total cost figures from the distributor's reported information.
4. The CDM measure is based on the new 2015-2020 Conservation First Framework.

Deemed (included in rates)

100.00%

0.00%

7.84

3.61

0.39

100.00%

0.00%

4.21

4.22

0.32

98.40%

95.00%

96.71%

6.06

3.37

0.46

100.00%

98.70%
N/A

96.46%
91.4%

69.25%
C

0
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10.08
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0.62
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-
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91
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C
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2016 Scorecard Management Discussion and Analysis (“2016 Scorecard MD&A")

The link below provides a document titled “Scorecard - Performance Measure Descriptions” that has the technical definition, plain
language description and how the measure may be compared for each of the Scorecard’s measures in the 2016 Scorecard MD&A:

http://www.ontarioenergyboard.ca/OEB/ Documents/scorecard/Scorecard Performance Measure Descriptions.pdf

Scorecard MD&A - General Overview

Hydro One Remote Communities Inc. (“Remotes”) is an integrated generation and distribution company serving 3,600 customers in 21 off-
grid communities. These communities are isolated and scattered across Ontario’s north. As compared to other Ontario distributors
Remotes has unique financial, operational and geographical attributes.

Remotes is 100% debt financed and conducts its operations under a cost recovery model to achieve a breakeven result of operations. Any
surplus or deficiency in revenues is added to or drawn from the Rural or Remote Rate Protection Variance Account for future disposition
by the Ontario Energy Board (“OEB”). Fifteen of the communities are First Nations, which are served under agreements with the federal
government. In these communities, the federal government funds capital associated with load growth. Replacement capital, operations,
maintenance and administrative costs are funded through Remotes’ revenue requirement.

Due to the lack of grid connection, most of the electricity that Remotes generated is from diesel technology, which is currently the most
feasible smaller-scale generation technology for the communities served by Remotes. Remotes also operates two small run of the river
hydroelectric plants and, at the end of 2016, had 15 customer/community-owned solar installations connected to its distribution systems.
Fuel is Remotes’ single largest cost. Fuel costs are inherently volatile, related to changes in commodity price, method of delivery and
volumes required to generate electricity.

Thirteen communities are not accessible by year-round road and can only be reached by aircraft, winter road or, in the case of one
community, also by barge. The size and isolation of Remotes’ service territory means that transportation of fuel, equipment and staff are
key cost drivers. Construction and project risk are high due to the lack of transportation infrastructure.

Because Remotes is an integrated generation company with unique financing and operations, some metrics are not included in the results.
The Ontario Energy Board has recognized that Remotes is not directly comparable to other Ontario distributors. In its Decision in
proceeding EB-2014-0084, the Board noted that, “Hydro One Remotes is excluded from the Board’s benchmarking analysis because of its
unique circumstances. As noted in Hydro One Remotes’ 2014 Price Cap Incentive Rate application (proceeding EB-2013-0142), Hydro
One Remotes is unique in terms of its operating characteristics and cost recovery due to the Rural or Remote Electricity Rate Protection.”
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o New Residential/Small Business Services Connected on Time
In 2016, Remotes processed 31 new connection requests for residential and small business low-voltage customers (those with service
less than 750 Volts). 100% of these requests were completed within five business days (or as agreed to by the customer and the
distributor), The industry target is 90%.

0 Scheduled Appointments Met On Time
Because of high transportation costs and uncertainty about flight availability/ability to land, Remotes does not schedule appointments with
customers. Work is generally organized through Band Councils or contractors since most customers do not have telephones. As a result,
no appointments are missed or rescheduled.

o Telephone Calls Answered On Time
Remotes’ billing and customer service staff received 6,666 phone calls from customers in 2016, answering 100% of these calls on time, as
prescribed in the Ontario Energy Board’s (OEB) Distribution System Code (DSC). The DSC requires call centre staff to answer calls
within 30 seconds, 65%o0f the time, whenever the customer reaches an agent either directly or by means of a transfer. Remotes does not
use an automated Interactive Voice Response (IVR) system.

o First Contact Resolution
First Contact Resolution (FCR) reports the success of the distributor in resolving a customer’s issue during the first contact. Remotes
measures FCR based on the number of issues that can be resolved by the billing agent as compared to those that must be brought to a
supervisor for resolution. In 2016, 100% of calls were resolved by the billing agent without a supervisor’s decision.

o Billing Accuracy

In 2016, Remotes issued 40,827 bills, with an accuracy rate of 97.27%, an improvement over previous years. Remotes does not meet the
industry standard of 98.00%. This is largely because Remotes has not installed smart meters and relies on manual readings. Manual
readings are more likely to result in higher planned and unplanned estimates. Remotes generally contracts with local community members
to read the meters, and the readings are then faxed to the office and entered into the system by the billing team. If the faxed readings are
late, they result in an unplanned estimate. There were 604 unplanned estimates in 2015. Remotes also has approximately 140 seasonal
customers whose premises are generally difficult to access in the winter and who are billed quarterly with one physical meter read per
year. In 2016, Remotes implemented quarterly physical meter readings for seasonal customers, if the properties can be accessed. There
were 49 planned estimates related to seasonal customers an 88% improvement year over year.
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o Customer Satisfaction Survey Results

Remotes conducts biennial surveys of its customers to help it plan work and respond to customer priorities. Remotes engaged a
professional research company with the ability to speak First Nation languages to conduct a random telephone survey of its customers in
2015. When asked “Overall, are you very satisfied, somewhat satisfied, dissatisfied or very dissatisfied with the electricity service you get
from Hydro One Remotes,” 91.4% reported being satisfied or very satisfied. The major reasons for satisfaction were that ‘electricity is
there when needed’ (64.5%) and ‘good/better services’ (19.5%). Dissatisfied customers said that expensive rates/bills were the major
reason for dissatisfaction. As part of the survey, Remotes tested customer awareness of its programs, and asked customers for their
opinions on how service could be improved. Actions are being taken to improve awareness of programs to reduce bills (Low-Income
Emergency Assistance Program and Ontario Electricity Support Program) and to address the service improvements that customers
identified. Along with asking customers service-related questions, information was also sought on the penetration of electric heat and air
conditioning and customer access to the internet to help Remotes plan its programs.

Safety

o0 Public Safety
In April 2015, the Electrical Safety Authority (ESA) made recommendations to the OEB for a scorecard public safety measure that includes
three main components: A) Public Awareness of Electrical Safety, B) Compliance with Ontario Regulation 22/04, and C) the Serious
Electrical Incident Index. Components B and C were reported in previous years and results for Component A — Public Awareness of
Electrical Safety were tracked for the first time in 2015, for reporting in 2016. This measure will be updated for reporting in 2018.

o Component A — Public Awareness of Electrical Safety

In the spring of 2016, Remotes engaged a professional research company with the ability to speak First Nation languages to conduct a
random phone survey to gauge electrical safety awareness among people living in its service territory. The survey was designed by the
ESA and assessed participants’ safety awareness in six core areas: the likelihood to call before digging, the impacts of touching a power
line, safe distances when around power lines, safe distances when around downed power lines, danger of tampering with electrical
equipment, and actions to be taken when an occupied vehicle is in contact with a power line. For 2015, the Company reported an overall
index score of 69.25%. The score was determined by applying the index score to each response in the categories mentioned above,
where “best answers” received a score of 1 and “incorrect answers” received a score of 0. Most respondents understood the danger of
touching an overhead wire (84%) and tampering with electrical equipment (81.5%), but fewer were able to correctly identify in feet or
meters how close they could come to an overhead line (17%). About the same number (18%) said they would call before digging (there
are very few underground cables in Remotes’ service territory). To improve the public’'s awareness of hazards, an ad campaign was
launched on Wawatay radio during the summers of 2016 and 2017 focusing on proximity to overhead wires. Remotes has also placed
safety hazard posters in central locations in communities, identifying common hazards. Ongoing educational efforts include warning signs
at hydroelectric and diesel generating stations, school presentations and information on electrical hazards in bill inserts.
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o Component B — Compliance with Ontario Regulation 22/04

Remotes was assessed by the ESA as Compliant (C) to Ontario Regulation 22/04. Ontario Regulation 22/04 was introduced in early 2004
following recommendations from the ESA to ensure electrical safety and to track and report the safety records and compliance of
electricity distributors. Distribution companies are required to submit declarations of compliance on the design, construction, and
maintenance of distribution systems in accordance with the regulation, on an annual basis. An external auditor reviews and submits a final
report, along with a signed declaration of compliance by an officer of the company, to the ESA for review and to establish a final result.
The performance target for compliance with Ontario Regulation 22/04 is for the distributor to be fully compliant, and is recorded as
Compliant (C), Non-Compliant (NC), or Needs Improvement (NI).

o Component C — Serious Electrical Incident Index

For 2016, the ESA identified no recordable serious public incidents, resulting in an index value of 0.0 for Remotes. The Serious Electrical
Incident Index was designed to track and help improve public electrical safety on the distribution systems over time. Based on the
distributor’s total kilometers of line, the measure normalizes serious electrical incidents per 10, 100, or 1,000km of line reporting both the
actual number and rate of incidents per kilometer — for Remotes, the index is normalized per 242 km of line. The distributor and any of its
contractors or operators are required to report any serious electrical incident within 48 hours to the ESA. A serious electrical incident is
defined as any electrical contact or any fire or explosion that caused or may have caused injury or death in any part of the distribution
system operating at greater than 750 Volts (except if caused by lightning strikes). Remotes maintains a policy of reporting all public safety
incidents to the ESA.

System Reliability

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

For 2016, SAIDI performance was worse than the five year average but better than 2015. Planned outages contributed slightly less to the
SAIDI result than in 2015, but were higher than average over the period and related to pole replacements, installation of viper switches
and installation of bird protection. Defective equipment also contributed to the poorer result, but was better than performance in 2015.
There was a long outage caused by the failure of the potential transformers located on the station transformer. The length of outage was
compounded by bad weather that delayed the crew from getting to site. In Weagamow, the operator was forced to shut down the station
due to a fire on the step up structure outside the plant. Remotes notes that, although not reflected on the scorecard, 2016 showed
improvement in overall generation availability across its system. Planned distribution outages are expected to be higher in the next few
years and are expected to improve reliability in the longer term. In particular, viper switches will improve cold load pickup related to loss of
generation, will help reduce community-wide outages associated with catastrophic failure of a generation unit and will permit sectionalizing
load to reduce the impact of community-wide distribution outages.

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

Frequency of customer distribution outages was reported at 4.95 outages per customer for 2016. Planned outages will continue to be high
as investments are required in the distribution system to improve long term reliability.
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Asset Management

o Distribution System Plan Implementation Progress
The Distribution System Plan (DSP) implementation progress is a distributor-defined performance metric. For Remotes, the DSP is the
Company’s forecasted distribution capital expenditures required to maintain and improve the distribution system over the next five years.
For 2016, the company exceeded its planned project expenditures by 60%, reflecting an increase in non-recoverable distribution system
improvement in the largest community served. Remotes expects this measure to be updated as part of its 2017 Cost of Service filing.

Cost Control

The OEB has recognized that Remotes is not directly comparable to other Ontario distributors. In its decision in proceeding EB-2014-
0084, the Board noted that, “Hydro One Remotes is excluded from the Board’'s benchmarking analysis because of its unique
circumstances. As noted in Hydro One Remotes’ 2014 Price Cap Incentive Rate application (proceeding EB-2013-0142), Hydro One
Remotes is unique in terms of its operating characteristics and cost recovery due to the Rural or Remote Electricity Rate Protection.”

o Net Cumulative Energy Savings (Percent of target achieved)
The Conservation First Framework is focused on reducing peak demand on the grid and is not related to Remotes’ operations. As such,
Remotes is excluded from the province-wide targets. Federal and provincial conservation programs that are designed to meet the unique
needs of customers living in isolated communities in the far north are available to customers in Remotes’ service territory. Remotes also
has a small conservation program that focuses on energy efficient products and customer education about energy usage.

0 Renewable Generation Connection Impact Assessments Completed on Time
Due to technical challenges associated with integrating renewable generation in isolated distribution systems, the IESO FIT (Feed-in-
Tariff) programs are not available to customers in Remotes’ service territory. Remotes does offer a program to allow renewable generation
to connect to its distribution systems, but, when they occur, most of the installations are small and do not require a Connection Impact
Assessment (CIA).

o New Micro-embedded Generation Facilities Connected On Time
5 new micro-embedded solar installations connected to Remotes’ distribution systems in 2016. All of them were completed on time. This
metric measures the company’s success in connecting micro-embedded generation facilities (less than 10kW) 95% of the time within a
five business day window.
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Financial Ratios

Remotes is 100% debt-financed and is operated as a break-even company with no meaningful return on equity. Therefore, given its
financial structure, along with its unique operating characteristics, financial ratios are not comparable with those of other Ontario
distribution utilities.
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Note to Readers of 2016 Scorecard MD&A

The information provided by distributors on their future performance (or what can be construed as forward-looking information) may be
subject to a number of risks, uncertainties and other factors that may cause actual events, conditions or results to differ materially from
historical results or those contemplated by the distributor regarding their future performance.

FORWARD-LOOKING STATEMENTS AND INFORMATION

Words such as “expect,” “anticipate,” “intend,” “attempt,” “may,” “plan,” “will”, “can”, “believe,” “seek,” “estimate,” and variations of such
words and similar expressions are intended to identify such forward-looking statements. These statements are not guarantees of future
performance and involve assumptions and risks and uncertainties that are difficult to predict. Some of the factors that could cause such
differences include legislative or regulatory developments, an unexpected increase in call centre volumes, financial market conditions,
general economic conditions and the weather. For these reasons, the information on future performance is intended to be management’s
best judgement on the reporting date of the performance scorecard, and could be markedly different in the future. We do not intend, and
we disclaim any obligation to update any forward-looking statements, except as required by law.
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Energy Probe Research Foundation - Interrogatory # 14

Reference:
Exhibit A, Tab 3, Schedule 1 Table 2; D2-05-01 and D2-05-02

Interrogatory:

a) Please reconcile 2018 Compensation/Salary Cost between A-03-01 Table 2; D2-05-01
and D2-05-02.

b) Based on Appendix 2K data, please explain in detail why HORCI added 10 FTE and $1.5
million in compensation in 2013, following the EB-2012-0137 Board-approval of
Staffing/compensation Costs.

c) Please describe the cost offsets that HORCI used to accommodate this increase.

d) Please discuss what is to prevent similar increases following the 2018 rebasing year?

Response.
a) The reconciliation is provided below:

D2-05-01 |Total Pay - Salary and Wages 8,012,424.00
D2-05-03 [App. 2KA: Other Post Employment Benefits (OPEB) 1,271,315.00
D2-05-02 (App.2K: Compensation -All Employees 9,283,739.00
D2-05-02 [App. 2: Compensation -All Employees 9,283,740.00
D2-05-01 |Less: Casual Employees - Salary and Wages (1,208,121.00)

Less: Casual Employees - Benefits (184,031.00)
A-03-01 |Table 2- Compensation - Regular Employees 7,801,588.00

b) The filed 2013 data was based on year-end regular staff head count and did not include
casual staff. The information in A-03-01 was provided to show a like-to-like comparison
of regular employees in 2013 and 2018. The actual number of regular staff added was 3.

c) 3 additional regular staff resources were hired where Remotes could not secure casual
staff to complete the work program. Staff resources were required to 1) establish a fire
certification program for its stations as required for regulatory compliance and to
complete the program approved by the Board in 2013; 2) an additional Operations
Officer was required to improve safety and reliability training and support for local
operators; and 3) as indicated in Exhibit B, Section 4.4, page 108, to hire a staff member
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d)

with specialized information technology, networking and programming skills required to
complete necessary SCADA and PLC projects.

Due to the nature of its funding, Remotes recognizes that it has a unique responsibility to
balance its overall costs with the need to provide safe and reliable electricity to its
customers. A resourcing justification is required to establish the need for all permanent
hires that evaluates the cost and benefit of additional personnel compared to other
resourcing options taking into account historical and future workload as well as business
objectives. Approval for additional personnel is provided by senior management in
conjunction with human resource staff and policy.
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SCORECARD
Year to Date Status Year End
Strategic Objective Performance Measure
Actual Target YTD Target Projected
(]
22
g 2 . . Distribution System Plan & Cost of Service
3 Financial Strength Filing Milestones 23 23 * 23 *
A X
m
5 2 Inspire Customer Customer Satisfaction Survey Results 90% >90% [ ] > 90% [ ]
€ S Loyalty and Improve
% % C Oilnmz]mity P Director’s FN/Tribal Council Meetings 18 8 * 8 *
O &~ i i
Relationships Customer & Community Outreach Initiatives' 18 21 A 21 A
System Duration of Total Interruptions (SAIDI)
= o Hours of interruption per delivery point 10.13 11.24 * 11.24 *
2 Q9 N
& £ Maintain/Improve ,
= = System Reliabilit System Frequency of Total Interruptions
g é Y Y (SAIFT) Interruptions per delivery point 11.74 12.97 12.97
o=
Generation Availability 99.5%, 99.4%, ( ] 99.4%, [ )
=)
> .
5 Improve Efficiency of | Kingfisher Upgrade Milestones o o
S Operations (on time, on budget) 13 13 13
£
= Litres lost to the Environment 0 <100 o <100 o
R
g <
5 é Environmental Hydro One Spills’® 7 <6 A 6 A
o Protection
E E Category A Spills 0 0 [ ) 0 ()
1}
= EMS Objectives and Achievements 42 34 * 34 *
2 Lost Time Injury 0 0 o 0 o
&
A Total Recordable Injury 2 <2 o <2 o
& Injury Free Workplace
= High MRPH Incidents 0 <1 * <1 *
= =< <
[
T HSMS Objectives and Achievements 25 24 ( ] 24 ( ]
Legend % Better than plan ® on plan A Worse than plan

! Customer initiatives are below plan due to unplanned work on other customer initiatives (Fair Hydro Plan, New Bill Project and the Big Trout Lake-

Wapekeka Tie Line).

2 Reliability results including loss of supply are better than the historical average. SAIDI results have improved by 9%, while SAIFI has improved by
10%. In reviewing the major storm events as part of the OEB COS process, one of the major storm events does not technically meet our standard for a
major event and is now included in the results. SAIDI and SAIFT including the single major event are better than the historical average.

3 The majority of 2017 Hydro One spills are related to an increase in glycol spills related to generation equipment failure and have occurred inside the
DGS. As a result, no litres have been lost to the environment.

2017

Strictly Confidential for Internal Use Only, Not to be Copied or Distributed Externally
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Energy Probe Research Foundation - Interrogatory # 15

Reference:
Exhibit A, Tab 6, Schedule 1

Interrogatory:
Preamble: In the Board’s decision in the EB-2016-0160 proceeding it determined Hydro One’s
executive compensation was too high.

“The OEB finds that the significant increases in compensation levels for senior executives and
for members of the Board of Directors that Hydro One Limited has introduced have not been
justified for recovery in OEB regulated rates for transmission services.”

a) Hydro One Remotes is proposing to recover a portion of executive costs
(President/CEO/Chairman services) in its rates. Has Hydro One Remote adjusted those
costs in the wake of the Board’s Decision?

b) What is the dollar amount of corporate management costs that are included in Hydro One
Remote’s rates?

Response.
a) The increases did not impact the amount allocated to Remotes, so a downward

adjustment was not required.

b) Corporate management costs of $63,000 are included in Remote’s rates.
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Energy Probe Research Foundation - Interrogatory # 16

Reference:
Exhibit A, Tab 6, Schedule 1

Interrogatory:
Preamble: In a recent conference relating to Hydro One’s distribution application, the utility
admitted that it was planning on ending its contract with Inergi?

Will ending the Inergi contract have any impact on Hydro One Remote’s costs? If so, what is the
dollar figure?

Response.
It is Remotes understanding that Hydro One is planning to end its contract with Inergi for

services related to Hydro One’s Customer Call Centre. Remotes has its own billing staff and
does not foresee any differences in its costs related to these plans.
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Energy Probe Research Foundation - Interrogatory # 17

Reference.

Exhibit A, Tab 6, Schedule 1, attachments 1 and 2

Interrogatory:
Please update these two attachments.

Response.

As requested, Attachment 1 to this interrogatory is the SLA for General Counsel and Secretary
Services, President/CEO/Chairman Services/Chief Financial Officer and Attachment 2 is the
SLA for General Counsel and Secretary Services, Financial Services, Corporate Services, Tele-

communications-related Services.
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THIS AGREEMENT made in duplicate this 1st day of January, 2017 (the “Effective Date™).
BETWEEN:
HYDRO ONE INC.
(the “Services Provider™)
-and -
HYDRO ONE REMOTE COMMUNITIES INC., HYDRO ONE NETWORKS INC.,,
HYDRO ONE TELECOM INC., and HYDRO ONE SAULT STE. MARIE LP, by its

General Partner, Hydro One Sault Ste. Marie Inc.

(individually, the “Services Recipient” and collectively, the “Services Recipients”)

1.0 PREFACE

‘This Agreement is intended to identify the services that are to be provided to each of the Services
Recipients by the Services Provider in accordance with the terms and conditions herein. Except
as otherwise specified, the term of this Agreement shall be for a period of 1 year commencing on
the Effective Date.

2.0 SERVICES

The Services Provider shall provide to each of the Services Recipients (as may be required by
each of them respectively from time to time during the term of this Agreement) the following
services (the “Services”), which Services are more particularly described in Schedule “A”
attached hereto:

® General Counsel & Secretary (iricluding Corporate Executive Office) services
o President / CEQ / Chairman services
® Chief Financial Office services (including Strategic Financial services)

3.0 FEES PAYABLE

(a) The price for the performance of the Services for each of the Services Recipients shall be
as identified in Schedule “A™ attached hereto, exclusive of any sales and use taxes, as
may be applicable. The relevant price for the Services shall be paid by each of the
Services Recipients to the Services Provider by means of monthly electronic journal
transfers which shall be reflected in the applicable books and records of each party. Each
electronic journal transfer amount shall include HST (as this term is defined in clause
4.0(a)(1v) below) calculated at the rate applicable at the time such journal transfer is
recorded in the books of the Services Provider. In addition, each Services Recipient shall
pay for any material costs which the Services Provider, acting reasonably, incufs as a
“result of resources, services and products that the Services Provider must purchase and
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that are in addition to the Services Provider’s existing resources, services and products, in
order to provide the said Services Recipient with specific services it requires and
requests.

(b) If at any time during the performance of the Services, a Services Recipient is of the
opinion that there are deficiencies in the Services provided to it and/or that the price
payable is in any way inaccurate, the said Services Recipient shall pay the entire relevant
price payable by it in full and its sole remedy shall be to follow the dispute resolution
procedures outlined in Section 6.0 herein to determine what amount, if any, shall be
refunded to the said Services Recipient and/or what Services, if any, shall be rectified or
redone by the Services Provider.

4.0 REPRESENTATIONS AND WARRANTIES

(a) The Services Provider represents and warrants that:
() it has all the necessary authority and capacity to enter into this Agréement and to
perform its obligations hereunder;
(i1) the execution of this Agreement and compliance with and performance of the

terms, conditions, and covenants contemplated herein liave been duly authorized
by all necessary corporate action on the part of the Services Provider;

(i) all staff employed in the performance of the Services shall have the qualifications,
expertise and experience which could reasonably be expected of staff of a services
provider performing work similarto the Services; and

(iv) it is a HST registrant in good standing under the Excise Tax Act (Canada), and that
its HST registration number is 869994731RT0001. For the purposes of this
Agreement, HST means the federal Harmonized Sales Tax chargeable in
accordance with Part IX of the Excise Tax Act (Canada), as amended, or any similar
value-added tax that may be applicable during the terim of this Agreement to the
Services to be provided hereunder.

(b) Each Services Recipient represents and warrants that:
i it has all the necessary authority and capacity to enter into this Agreement and to
peirform its obligations hereunder; and
(ii) the execution of this Agreement and compliance with and performance of the terms,

conditions, -and covenants contemplated herein have been duly authorized by all
necessary corporate action on the part of the Services Recipient.

5.0 PERFORMANCE OF THE SERVICES

(a) Compliance with Standards and Applicable Law; The Setvices Provider shall perform
the Services in a diligent and professional manner and shall comply with the Services Recipient’s

computer data management and data access protocols contained in ‘the Services Recipient’s
document entitled “Security Policy” (SP 1686 R1) dated December 2016 and any amendments
thereto which may be made from time to time by the Services Recipient. The Services Provider
shall comply at all times with the statutes, regulations, by-laws, standards and codes, as amended, as
may be applicable to the Seivices Provider in respect of the Services and the performance of its
obligations hereunder and it shall, at its own expense, obtain and maintain in good standing all
permits and licences required by any authorities having jurisdiction to perform the Services.
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(b) Safety and Security Measures: When any part of the Services is to be performed at any of
the Services Recipients’ premises, all of the Services Provider’s staff engaged in the performance of
the Services at the said premises shall comply with the safety and security requirements and
measures in effect at the said premises.

{© Meetings: Each of the Services Recipient and the Services Provider shall, after the
Effective Date, meet at [east twice during the term of this Agreement to review performance,
quality and timeliness of the Services provided by the Services Provider pursuant to this
Agreement.

6.0 DISPUTE RESOLUTION PROCEDURES

Any controversy, dispute, difference, question or claim arising between any of the parties in
connection with the interpretation, performance, construction or implementation of this
Agreement that cannot be resolved by a director or manager from each of the said parties
(collectively “Dispute”) shall be settled in accordance with this Section. The aggrieved party
shall send the other affected party(ies) written notice identifying the Dispute, the amount
involved, if any, and the remedy sought, and invoking the procedures of this Section. A director-
level employee of each affected party (as chosen by each party respectively) shall confer in an
effort to resolve the Dispute. If the director-level employees are unable to resolve the Dispute
-within 5 business days after receipt of the written notice of the Dispute, then the affected parties
shall submit the Dispute to the President of Hydro One Limited for resolution.

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY
(a) Confidentiality:

Each party (the “Receiving Party™) shall maintain in strict confidence all information, analysis,
conclusions, drawings, reports, specifications or other information, proprietary or otherwise,
whether transmitted orally, electronically or in written form, and received in furtherance of this
Agreement from any of the other parties (the “Disclosing Party™) or any of the Disclosing Party’s
directors, officers, employees, consultants, agents or legal and other advisors (the “Disclosing Party
Representatives™) (collectively the “Confidential Information”), Except as permitted herein,
the Receiving Party shall not publish, reproduce, or disclose, either directly or indirectly, the said
Confidential Information to any third party and shall not use the said Confidential Information for
any purpose other than for purposes of this Agreement without the prior written consent of the
Disclosing Party. The Receiving Party may disclose the Confidential Information only to its
shareholder, directors, officers, employees, consultants, agents or professional advisors (the
“Receiving Party Representatives™) having a need to know same and who have undertaken a like
obligation to maintain its confidentiality.

For greater certainty, Confidential Information includes any and all personal information (as this
term is defined in the Personal Information Protection and Electronic Docimments Act (Canada), as it
may be amended, and any and all information regarding a consumer, retailer, wholesale buyer,
wholesale supplier; or a generator, provided by the Disclosing Party to the Receiving Party for
purposes of this Agreement, whether or not such information was initially provided prior to the
Effective Date.
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The Receiving Party undertakes to protect and safeguard all Confidential Information in its
possession or under its control and received by the Disclosing Party, in the manner described in
Schedule “B” attached hereto. The Disclosing Party may, on reasonable notice, and during regular
business hours, audit the information management practices of the Receiving Party to confirm
compliance with the terms and conditions of this Section 7.0 and all applicable statutes, regulations,
by-laws, staridards and codes, as amended.

The Receiving Party undertakes to notify the Disclosing Paity immediately upon discovery of any
unauthorized use and/or disclosure of any of the Disclosing Party’s Confidential Information, to co-
operate with the Disclosing Party to help regain possession of such Confidential Information, and to
prevent its further unauthorized use and/or disclosure.

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination,
publication and non-disclosure herein shall not apply to any information that:

(1) is previously known to or lawfully in the possession of the Receiving Party prior to the date
of disclosure as evidenced by the Receiving Party’s written record,

(ii) is independently known to or discovered by the Receiving Party, without any reference to
the information or material;

(iif)  is obtained by the Receiving Party from an arm's length third party having a bona fide right
to disclose same and who was not otherwise under an obligation of confidence or fiduciary
duty to the Disclosing Party or the Disclosing Party Representatives;

(iv) is or becomes public knowledge through no fault or omission of, or breach of this
Agreement by the Receiving Party or the Receiving Party Representatives; or

(v} is required to be disclosed pursuant to a final judicial or. governmental order or other legal
process.

Confidential Information shall remain the sole and exclusive property of the Disclosing Party that has
disclosed. the Confidential Information, and the Disclosing Party shall retain all right, title and
interest in and to the said Confidential Information.

The Receiving Party shall keep & record of written Confidential Information furnished to it by the
Disclosing Party in a location separate from those locations where the Receiving Party has stored
information in respect of other third parties for which it performs work and it shall advise the
Disclosing Party of such loeation.

All Confidential Information furnished by the Disclosing Party, including that portion of the
‘Confidential Information which is contained in analyses, compilations, studies or other documents
prepared by the Receiving Party or by the Receiving Party Representatives, is the Disclosing Party's
property and will be returned immediately to the Disclosing Party upon its request.

(b) Intellectual Property:

Each of the Services Recipients shall obtain -all rights, title and interests, including copyright
ownership, to any reports and any other deliverable that is to be produced and delivered to it by the
Services Provider and, subject to applicable legislation and notwithstanding clause 7.0(a) above, the
said Services Recipient may use, disclose or modify such reports or deliverable in any manner it
deems appropriate. The Services Provider shall not do any act which may compromise or diminish
the said Services Recipient's interest as aforesaid.
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(©) Survival of Obligations:

This Section 7.0 shall forever survive the termination or expiration of this Agreement.

8.0 LIABILITY

The Services Provider shall indemnify each of the Services Recipients and the Services
Recipient’s respective successors and assigns, directors, officers, employees, contractors and
agents from and against all costs or damages attributable to the Services Provider’s performance
and/or non-performance of its obligations under this Agreement and any amendments thereto,
whether arising from or based upon breach of contract, tort, negligence, strict liability or
otherwise. Each Services Recipient shall indemnify the Services Provider and the Sefvices
Provider’s successors and assigns, directors, officers, employees, contractors and agents from and
against all costs or damages attributable to the said Services Recipient’s performance and/or non-
performance of its obligations under this Agreement and any amendments thereto, whether
arising from or based upon breach of contract, tort, negligence, strict liability or otherwise.
Notwithstanding any other provision of this Agreement, no party hereto shall be liable for any
economic loss, loss of goodwill, loss of profit or for any special, indirect or consequential
damages, where the said losses or damages are incurred by the other parties or any of them or by
any third party claiming through or under the other parties or any of them.

This Section 8.0 shall forever survive the termination or expiration of this Agreement.

9.0 AUTHORIZED REPRESENTATIVES

The authorized representatives of the parties hereto for purposes of this Agreement are the following:

HYDRO ONE TELECOM INC.
65 Kelfield Street,

Rexdale, Ontarioc MIW 5A3
Attention: Mukul Sarin
Telephone: 416-240-6843
Telecopier: 416-240-6802

HYDRO ONE REMOTE COMMUNITIES INC.
483 Bay Street,
Torento, Ontaric M5G 2P5
Attention: Una O’Reilly
TCT12
Telephone: 416-345-6698
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HYDRO ONE NETWORKS INC.

483 Bay Street,

Toronto, Ontario M5G 2P5

Attention: Seot Hutchinson
TCT7

Telephone: 416-345-5569

Telecopier: 416-345-6969

HYDROQ ONE INC.

483 Bay Street,

Teronto, Ontario M5G 2P5

Attenfion; Scot Hutchinson
TCT7

Telephone: 416-345-5569

Telecopier: 416-345-6969

HYDRO ONE SAULT STE. MARIE LP
2 Sackville Road, Suvite B

Sault Ste. Marie, ON P6B 6J6

Attention: Arnold Parcels
Telephone: 705-941-5652

Telecopier: 705-941-5600

All correspondence, reports, documents and/or other communication concerning this
Agreement and the Schedule attached hereto shall be directed to the attention of the
authorized representatives. noted above and shall be deemed to be sufficiently given if
delivered personally, mailed or transmitted by fax to the attention of the authorized
representatives at the addresses above, and any notice so given shall be deemed to. have been
made and received on the date of delivery or on the 5th business day following the day of
mailing of same or on the day of transmission if transmitted during normal business hours,
otherwise on the next business day, as the case may be.

10.0  ASSIGNMENT

Neither this Agreement nor any rights and obligations shall be assigned by any of the Services
Recipients without the prior written consent of the Services Provider and by the Services Provider
without the prior written consent of the affected Services Recipient, in either case which consent
;shall not be unreasonably withheld; provided, however, that a party may assign this Agreement or
any rights, remedies or liabilities to any of its affiliates (as this term is defined in the Ontario
Business Corporations Act, as amended) without the need for prior consent, in which case the
assignor shall provide the other party with written notice of the assignment within 10 days after the
effective date thereof. Subject to the foregoing, this Agreement shall enure to the benefit of the
parties hereto and their respective successors and permitted assigns.




Filed: 2018-01-26
EB-2017-0051
Exhibit I-02-17
Attachment 1
Page 7 of 13

11.0 SCHEDULES

Schedules “A” and “B” attached hereto are to be read with and form part of this Agreement.

1200 COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an
original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their
respective representatives duly authorized in that behalf.

HYDRO ONE TELECOM INC. HYDRO ONE REMOTE
COMMUNITIES INC.

Name: Paul Madore Nafe: Kraemer Coulter

Title: President and CEO Title: Managing Director

I have authority to bind the corporation. I have authority to bind the corporation.

HYDRO ONE NETWORKS INC. HYDRO ONE INC.

Name: Name:

Title: Title:

I have authority to bind the corporation. [ have authority to bind the corporation.

HYDRO ONE SAULT STE. MARIE LP, by
its General Partner, Hydro One Sault Ste. Marie Inc.

Name: Arnold Parcels

Title: General Manager

I have authority to bind the corporation.

The corporation has the authority to bind the limited partnership.
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11.0. SCHEDULES

Schedules “A™ and “B™ attached hereto are to be read with and form part of this Agreement.

120 COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an
original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their
respective representatives duly authorized in that behalf,

HYDRO ONE TELECOM INC. HYDRO ONE REMOTE
COMMUNITIES INC.

Name: Paul Madore Name: Kraemer Coulter

Title: President and CEQ Title: Director

I have authority to bind the corporation. I have authority to bind the corporation.

HYDRO ONE NETWORKS INC. HYDRO ONE INC.

Name: Name:

Title: Title:

I have authority to bind the corporation. I have authority to bind the corporation.

HYDRO ONE SAULT STE. MARIE LP, by
its General Partner, Hydro One Sault Ste. Marie Inc.

Name: Arnold Parcels

Title: General Manager

T have authority to bind the corporation.

The corporation has the authority to bind the limited partnership.
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11.0 SCHEDULES

Schedules “A” and “B” aftached hereto are to be read with and form part of this Agreement.

12,00 COUNTERPARTS
This Agreement may be executed in counterparts and the counterparts together shall constitute an

original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their
respective representatives duly authorized in that behalf.

HYDRO ONE TELECOM INC. HYDRO ONE REMOTE
COMMUNITIES INC.
-ﬂ%f_
Nagfie: Pau! Madofe Name: Kraemer Coulter
TAtle: President and CEQ Title; Director

[ have authority to bind the corporation.

HYDRO ONE NETWORKS INC.

Name:
Title:

1 have authority to bind the corporation.

HYDRO ONE SAULT STE. MARIE LFP, by
its General Partner, Hydro One Sault Ste. Marie Inc.

Name: Arnold Parcels
Title: General Manager

I have authority to bind the corporation.

I have authority to bind the corporation.

HYDRO ONE INC.

Name:
Title:
E have authority to bind the corporation.

The corporation has the authority to bind the limited partnership.
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11.0 SCHEDULES

Schedules “A” and “B” attached hereto are to be read with and form part of this Agreement.

120 COUNTERPARTS
This Agreement may be executed in counterparts and the counterparts together shall constitute an

original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their
respective representatives duly authorized in that behalf.

HYDRO ONE TELECOM INC. HYDRO ONE REMOTE
COMMUNITIES INC.

Name: Paul Madore Name: Kraemer Coulter

Title: President and CEO Title: Director

I have authority to bind the corporation. I have authority to bind the corporation.

HYDRO ONE NETWORKS INC.

ﬁ\}*u wWn /“‘lf‘t wher \

Name:| M oreen Wadeh o S Lopez—
Title: ohce r .‘5(('_,."4: -f—._f(.,i'\ ) v BN .”j f:n){.‘u 15— .
I have authority to bind the corporation. [ have authorlfy to bind the corporation.

e

HYDRO ONE SAULT STE. MARIE LP, by
its General Partner, Hydro One Sault Ste. Marie Inc.

Name: Arnold Parcels

Title: General Manager

I have authority to bind the corporation.

The corporation has the authority to bind the limited partnership.
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Schedule “A”

The annual cost for the performance of the Services to be delivered is summarized as follows:

Hydro One | Hydro One ! Hydro

Networks Remote One One Sault
Tue. Communities | Telecom | Ste. Marie

Inc. Inec. LP

1,117.4 28.2 1.7 42

6,883.3 20.8 41.3 35.0

1,068.2 13.0 26.0 43.2

9,068.9 62.0 79.0 82.4

DESCRIPTION OF SERVICES:

General Counsel and Secretary

The Services Provider shall provide the Services Recipient with professional legal advice and
input. This advice shall include, but shall not be limited to, interpretation and analysis of
legislation and regulations, advice eoncerning corporate structure and governance, development
of regulatory instruments (licences), contracts, and environmental and health and safety issues.
The Services Provider will also provide guidance on business ethics and support in the form of a
business codeé of conduct.



Filed: 2018-01-26
EB-2017-0051
Exhibit I-02-17
Attachment 1
Page 12 of 13

President / CEO / Chairman services

The Services Provider shall provide the Services Recipient with strategic direction and.
management in an attempt to ensure that the Services Recipient’s corporate goals are achieved.

Chief Financial Officer services {(including Strategic Financial services)

The Services Provider shall provide the Services Recipient with strategic direction and
management in an attempt to ensure that the Services Recipient’s corporate financial goals are
achieved.

The Services Provider shall provide the Services Recipient with strategic approval with respect to
investment decisions. Services relating to the review of policies and procedures, treasury
operations and tax planning, financial control and reporting will also be provided by the Services
Provider to the Services Recipient as required by the Services Recipient.
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Schedule “B”
Receiving Party Security Safeguards Regarding Confidential Information Received from the
Disclosing Party
The Receiving Party shall protect the Confidential Information by security safeguards
appropriate fo the sensitivity of the information.
1) The Receiving Party shall protect the Confidential Information against such risks as loss
or theft, unauthorized access, disclosure, copying, use, modification or destruction, through

appropriate security measures, regardless of the format in which it is held.

2) All of the Receiving Party’s Representatives with access to the Confidential Information
shall be contractually required to respect the confidentiality of that information.

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will vary
.depending on the sensitivity, amount, distribution and format of the information, and the method
of storage. The Receiving Party shall ensure that more sensitive information will be safeguarded
by a higher level of protection.

4) The Receiving Party shall ensure that methods of protection will include:

(a) physical measures, for example, locked filing cabinets and restricted access to
offices;

(b) organizational measures, for example, controlling entry to data centers and
limiting access to information on a “need-to-know” basis;

{©) technological measures, for example, the use of passwords and encryption; and
(d) investigative measures, in cases where the Receiving Party has reasonable

grounds to believe that the Confidential Information is being inappropriately collected,
used or disclosed by anyone whom in law the Receiving Party is responsible.

10
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THIS AGREEMENT made in duplicate this 1st day of January, 2017 (the “Effective Date?).
BETWEEN:

HYDRO ONE NETWORKS INC.
(the “Services Provider”)

-and -

HYDRO ONE REMOTE COMMUNITIES INC, HYDRO ONE INC.,
HYDRO ONE TELECOM INC., HYDRO ONE B2M LP INC. and HYDRO ONE SAULT STE.
MARIE LP, by its. General Partuner, Hydre One Sault Sie. Marie Inc.

individually, the “Services Recipient” and collectively, the “Services Recipients”
Y P P

1.0 PREFACE

This Agreement is intended to identify the services that are to be provided to each of the Services
Recipients by the Services Provider in accordance with the terms and conditions herein. Except as
otherwise specified, the term of this Agreement shall be for a period of 1 year commencing on the
Effective Date.

2.0 SERVICES

The Services Provider shall provide to each of the Services Recipients (as may be required by each of
them respectively from time to time during the term of this Agreement) the following services
(collectively, the “Services™), which Services are more particularly described in Schedule “A” hereto:

General Counsel and Secretary (including Corporate Executive Office) services
Financial services

Corporate services

Telecommunications Services

Other services

System Services for Hydro One Remote Communities Inc. (*Remotes™) and Hydro One Telecom
Inc. (“Telecom™) enly

e & o 9 o 9

Any additional terms and conditions applicable to a given Service shall beset out in Schedule “A”.

3.0 FEES PAYABLE

(a) The price for the performance of the Services for each of the Services Recipients shall be as
identified in Schedule “A” attached hereto, exclusive of any sales and use taxes, as may be
applicable. The relevant price for the Services shall be paid by each of the Services Recipients to.
the Services Provider by means of monthly electronic journal transfers which shall be reflected in
the applicable books and records of each party. In addition, cach Services Recipient shall pay for



(&)

©

4.0

(a)

(b

5.0

(2)

any material costs which the Services Provider, acting reasonably, incurs as a result of resources,
services and products that the Services Provider must purchase and that are in addition to. the
Services Provider’s existing resources, services and products, in order to provide the said
Services Recipient with specific services it requires and requests.

If at any time during the performance of the Services, a Services Recipient is of the opinion that
there are deficiencies in the Services provided to it and/or that the price payable is in any way
inaccurate, the said Services Recipient shall pay the entire relevant price payable by it in full and
its sole remedy shall be to follow the dispute resolution procedures outlined in Section 6.0 herein
to determine what amount, if any, shall be refunded to the said Services Recipient and/or what
Services, if any, shall be rectified or redone by the Services Provider.

The parties acknowledge and agree that, with the exception of Hydro One Inc., they qualify as
specified members of a closely related group under subsection 156(1) of the Excise Tax Act
(Canada), as amended (the “Act™) and have jointly executed a Form GST25, to make an election
under subsection 156(2) of the Act to deem the purchase and sale of the Services to be made for
nil consideration for purposes of HST. For the purposes of this Agreement, “HST” means the
federal Harmonized Sales Tax chargeable in accordance with Part IX of the Excise Tax Act
(Canada), as amended, or any similar value-added tax that may be applicable during the term of
this Agreement to the Services to be provided hereunder.

REPRESENTATIONS AND WARRANTIES

The Services Provider represents and warrants that:

(i it has all the necessary authority and capacity to enter into this Agreement and to perform
its obligations hereunder;

(i) the execution of this Agreement and compliance with and performance of the terms,
conditions, and covenants contemplated herein have been duly authorized by all
necessary corporate action on the part of the Services Provider; and

(i) all staff employed in the performance of the Services shall have the qualifications, expertise
and experience which could reasonably be expected of staff of a services provider
performing work similar to the Services.

Each Services Recipient represents and warrants that:

(1) it has all the necessary authority and capacity to enter into this Agreement and to perform
its obligations hereunder; and

(ii) the execution of this Agreement and compliance with and performance of the terms,
conditions, and covenants contemplated herein have been duly authorized by all necessary
corpotate action on the part of the Services Recipient.

PERFORMANCE OF THE SERVICES

Compliance with Standards and Applicable Law: The Services Provider shall perform the

Services in a diligenit and professional manner and shall eomply with the Services Recipient’s computer data
management and data access protocols contained in the Services Recipient’s document entitled “Security
Policy” (SP 1686 R1) dated December 2016 and any amendments thereto which may be made from time to
time by the Services Recipient. The Services Provider shall comply at all times with the statutes, regulations,
by-laws, standards and codes, as amended, as may be applicable to the Services Provider in respect of the
Services and the performance of its obligations hereunder and it shall, at its own expense, obtain and maintain



in good standing all permits and licences required by any authorities having jurisdiction to perform the
Services.

(b) Safety and Security Measures: When any part of the Services is to be performed at any of the
Services Reciplents’ premises, all of the Services Provider’s staff engaged in the perfonnance of the Services
at the said premises shall comply with the safety and security requirements and measures in effect at the said
premises.

(c) Meetings: Each of the Services Recipient and the Services Provider shall, after the Effective
Date, meet at least twice during the term of this Agreement to review performance, quality and timeliness
of the Services provided by the Services Provider pursuant to this Agreement.

6.0 DISPUTE RESOLUTION PROCEDURES

Any controversy, dispute, difference, question or claim arising between any of the parties in connection
with the interpretation, performance, construction or implementation of this Agreement that cannot be
resolved by a director or manager from each of the said parties (collectively “Dispute™) shall be settled in
dccordance with this Section. The aggrieved party shall send the other affected party(ies) written notice
identifying the Dispute, the amount invelved, if any, and the remedy sought, and invoking the procedures
of this Section. A director-level employee of each affected party (as chosen by each party respectively)
shall confer in an effort to resolve the Dispute. Ifthe director-level employees are unable to resolve the
Dispute within 5 business days after receipt of the written notice of the Dispute, then the affected parties
shall submit the Dispute to the President of Hydro One Limited for resolution.

7.0 CONFIDENTIALITY AND INTELLECTUAL PROPERTY
(a) Confidentiality:

Each party (the “Receiving Party”) shall maintain in strict confidence all information, analysis,
conclusions, drawings, reports, specifications or other information, proprietary or otherwise, whether
transmitted orally, electronically or in written form, and received in furtherance of this Agreement from
any of the other parties (the “Disclosing Party”) or any of the Disclosing Party’s directors, officers,
employees, consultants, agents or legal and other advisors (the “Disclosing Party Representatives”)
(collectively the “Confidential Information™). Except as permitted herein, the Receiving Party shall not
publish, reproduce, or disclose, either directly or indirectly, the said Confidential Information to any third
party and shall not use the said Confidential Information for any purpose other than for purposes of this
Agreement without the prior written consent of the Disclosing Party. The Receiving Party may disclose the
Confidential Information only to its shareholder, directors, officers, employees, consultants, agents or
professional advisors (the “Receiving Party Representatives”) having a need to know same and who have
undertaken a like obligation to maintain its confidentiality.

For greater certainty, Confidential Information includes any and all personal information (as this term is
defined in the Personal Information Protection and Electronic Documents Act (Canada), as it may be
amended, and any and all information regarding a consumer, retailer, wholesale buyer, wholesale supplier, or
a generator provided by the Disclosing Party to the Receiving Party for purposes of this Agreement, whether
or not such information was initially provided prior to the Effective Date.

The Receiving Party undertakes to protect and safeguard all Confidential Information in its possession or
under its control and received by the Disclosing Party, in the manner described in Schedule “B” attached



hereto. The Disclosing Party may, on reasonable notice, and during regular business hours, audit the
information management practices of the Receiving Party to confirm compliance with the terms and
conditions of this Section 7.0 and all applicable statutes, regulations, by-laws, standards and codes, as
amended.

The Receiving Party undertakes to notify the Disclosing Party immediately upon discovery of any
unauthorized use and/or disclosure of any of the Disclosing Party’s Confidential Information, to co-operate
with the Disclosing Party to help regain possession of such Confidential Information, and to prevent its
further unauthorized use and/or disclosure.

The foregoing obligations with respect to confidentiality, use, reproduction, dissemination, publication and
non-disclosure herein shall not apply to any information that:

(1) is previously known to or lawfully in the possession of the Receiving Party prior to the date of

' disclosure as evidenced by the Receiving Party’s written record;

(ii) is independently known to or discovered by the Receiving Party, without any reference to the
information or material;

(ili)  is obtained by the Receiving Party from an arm's length third party having a bona fide right to
disclose same and who was not otherwise under an obligation of confidence or fiduciary duty to the
Disclosing Party or the Disclosing Party Representatives;

(tv)  is or becomes public knowledge through no fault or omission of, or breach of this Agreement by the
Receiving Party or the Receiving Party Representatives; or

%) is required to be disclosed pursuant to a final judicial or governmental order or other legal process.

Confidential Information shall remain the sole and exclusive property of the Disclosing Party that has
disclosed the Confidential Information, and the Disclosing Party shall rétain all right, title and interest in and
to the said Confidential Information.

The Receiving Party shall keep a record of written Confidential Information furnished to it by the Disclosing
Party in a location separate from those locations where the Receiving Party has stored information in respect
of other third parties for which it performs work and it shall advise the Disclosing Party of such location.

All Confidential Information furnished by the Disclosing Party, including that portion of the Confidential
Information which is contained in analyses, compilations, studies or other documents prepared by the
Receiving Party or by the Receiving Party Representatives, is the Disclosing Party's property and will be
returned immediately to the Disclosing Party upon its request.

(b) Intellectual Property:

Each of the Services Recipients shall obtain all rights, title and interests, including copyright ownership, to
any reports and any other deliverable that is-to be produced and delivered to it by the Services Provider and,
subject to applicable legislation and notwithstanding clause 7.0(a) above, the said Services Recipient may
use, disclose or modify such reports or deliverable in any manner it deems appropriate. The Services
Provider shall not do any act which may compromise or diminish the said Sérvices Recipient's interest as
aforesaid.

© Survival of Obligations:

The obligations in this Section 7.0 shall forever survive the termination or expiration of this Agreement.



8.0 LIABILITY

The Services Provider shall indemnify each of the Services Recipients and the Services Recipient’s
respective successors and assigns, directors, officers, employees, contractors and agents from and against
all costs or damages attributable to the Services Provider’s performance and/or non-performance of its
obligations under this Agreement and any amendments thereto, ‘whether arising from or based upon
breach of contract, tort, negligence, strict liability or otherwise. Each Services Recipient shall indernnify
the Services Provider and the Services Provider’s successors and assigns, directors, officers, employees,
contractors and agents from and against all costs or damages attributable to the said Services Recipient’s
performance and/or non-performance of its obligations under this Agreement and any amendments
thereto, whether arising from or based upon breach of contract, tort, negligence, strict liability or
otherwise. Notwithstanding any other provision of this Agreement, no party hereto shall be liable for any
economic loss, loss of goodwill, loss of profit or for any special, indirect or consequential damages, where
the said losses or damages are incurred by the other parties or any of them or by any third party claiming
through or under the other parties or any of them.

This Section 8.0 shall forever survive the termination or expiration of this Agreement.

9.0 AUTHORIZED REPRESENTATIVES
The authorized representatives of the parties hereto for purposes of this Agreement are the following:

HYDRO ONE TELECOM INC.
65 Kelfield Street,

Rexdale, Ontario M9W 5A3
Attention: Mukul Sarin
Telephone: 416-240-6843
Telecopier: 416-240-6802

HYDR(O ONE REMOTE COMMUNITIES INC.
483 Bay Street,
Toronto, Ontario M5G 2P5
Attention: Una O’Reilly
TCT 12
Telephone: 416-345-6698

HYDRO ONE NETWORKS INC.

483 Bay Street,

Toronto, Ontarior M5G 2P5

Attention: Scot Hutchinson
TCT 7

Telephone: 416-345-5569

Telecopier: 416-345-6833



HYDRO ONE INC.

483 Bay Street,

Toronto, Ontarioc M5G 2P5

Attention: Scot Hutchinson
TCT7

Telephone: 416-345-5569

Telecopier: 416-345-6833

HYDRO ONE SAULT STE. MARIE LP
2 Sackville Road, Suite B

Sault Ste. Marie, ON P6B 6J6

Attention: Arnold Parcels
Telephone: 705-941-5652

Telecopier: 705-941-5600

HYDRO ONE B2M LP INC.
185 Clegg Road

Markham, Ontario L6G 1B7
Attention:: Jeffrey Smith
Telephone: 905-946-6018

All correspondence, reports, documents and/or other communication concerning this Agreement and.
the Schedule attached hereto shall be directed to the attention of the authorized representatives noted.
above and shall be deemed to be sufficiently given if delivered personally, mailed or transmitted by
fax to the attention of the authorized representatives at the addresses above, and any notice so given
shall be deemed to have been made and received on the date of delivery or on the 5th business day
following the day of mailing of same or on the day of transmission if transmitted during normal
business hours, otherwise on the next business day, as the case may be.

10.0  ASSIGNMENT

Neither this Agreement nor any rights and obligations shall be assigned by any of the Services Recipients
without the prior written consent of the Services Provider and by the Services Provider without the prior
written consent. of the affected Services Recipient, in either case which consent shall not be unreasonably
withheld ; provided, however, that a party may assign this Agreement or any rights, remedies or liabilities to
any of its affiliates (as this term is defined in the Ontario Business Corporations Act, as amended) without the
need for prior consent, in which case the assignor shall provide the other party with written notice of the
assignment within 10 days after the effective date thereof.  Subject to the foregoing, this Agreement shal]
enure to the benefit of the parties hereto and their respective successors.and permitted assigns.




110 SCHEDULES

Schedules “A” and “B” attached hereto are to. be read with and form part of this Agreement.

12.0. COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be éxecuted by their respective

representatives duly-authorized in that behalf,

HYDRO ONE TELECOM INC.

Name: Paul Madore
Title: President and CEO
I have authority to bind the corporation

HYDRO ONE NETWORKS INC.

Narme:
I'have autherity to bind the corporation.

HYDRO ONE SAULT STE. MARIE LP, by

its General Partner, Hydro One Sault Ste,
Marie Inc.

S0 X

Name: Arnold Parcels

Title: General Manager

T have authority to bind the corporation.

The corporation has the authority to bind the
limited partnership.

HYDRO ONE REMOTE
COMMUNITIES INC.

Name: Kraemer Coulter
Title: Director
have authority to bind the corporation.

HYDRO ONE INC.

Name: Title: Title:
[ have authority to bind the corporation.

HYDRO ONE B2M LP INC.

Name: Jeffrey Smith
Title: Managing Director
I have the authority to bind the corporation.




110 SCHEDULES

Schedules “A” and “B” attached hereto are to be read with and form part of this Agreement.

1200 COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective

representatives duly authorized in that behalf.

HYDRO ONE TELECOM INC.

Name: Paul Madore
Title: President and CEO
I have authority to bind the corporation

HYDRO ONE NETWORKS INC.

Name:
[ have authority to bind the corporation.

HYDRO ONE SAULT STE. MARIE LP, by
its General Partner, Hydro One Sault Ste.
Marie Inc.

Name: Arnold Parcels

Title: General Manager

[ have authority to bind the corporation.

The corporation has the authority to bind the
limited partnership.

HYDRO ONE REMOTE
COMMUNITIES INC.

b B~

Name! Kraemer Coulter
Title: Managing Director
I have authority to bind the corporation.

HYDRO ONE INC.

Name: Title:  Title:
I have authority to bind the corporation.

HYDRO ONE B2M LP INC.

Name: Jeffrey Smith
Title: Managing Director
[ have the authority to bind the corporation.



11.0. SCHEDULES

Schedules “A” and “B” attached hereto are to be read with and form part of this Agreement.

120 COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective
representatives duly authorized in that behalf,

HYDRO ONE TELECOM INC. HYDRO ONE REMOTE
COMMUNITIES INC.
)(ame: Paul Madore | Name: Kraemer Coulter
Title: President and CEQ ‘Title: Director
I have authority to bind the corporation have authority to bind the corporation.
HYDRO ONE NETWORKS INC. HYDRO ONE INC.
Name: Name: Title: Title:
I have authority to bind the corporation. I have authority to bind the corporation.
HYDRO ONE SAULT STE. MARIE LP; by HYDRO ONE BZM LP INC.
its General Partner, Hydro One Sault Ste,
Marie Inc,
Name: Arnold Parcels Name: Jefffey Smith
Title: General Manager Title: Managing Director
I have authority to bind the corporation, I have the authority to bind the corporation.
The corporation has the authority to bind the
limited partnership.




11.0 SCHEDULES

Schedules “A” and “B” attached hereto are to be read with and form part of this Agreement.

12.0 COUNTERPARTS

This Agreement may be executed in counterparts and the counterparts together shall constitute an original.

IN WITNESS THEREOF the parties hereto have caused this Agreement to be executed by their respective

representatives duly authorized in that behalf.

HYDRO ONE TELECOM INC.

Name: Paul Madore
Title: President and CEO
I have authority to bind the corporation

HYDRO ONE NETWORKS INC.

/\ h LN/ /{,U" (_L/wl .
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I have authorlty to' bind the corpgration.

HYDRO ONE SAULT STE. MARIE LP, by
its General Partner, Hydro One Sault Ste.
Marie Inc.

Name: Armold Parcels

Title: General Manager

I have authority to bind the corporation.

The corporation has the authority to bind the
limited partnership.

HYDRO ONE REMOTE
COMMUNITIES INC.

Name: Kraemer Coulter
Title: Director
have authority to bind the corporation.

HYDRO O

qmne: L:;,-(I?__
itle: SNF, Anance
I have authorlty to bind the corporation.

HYDRO ONE B2M LP INC.

\ /C
Na#le: kassLSnllith
Title: Managing Director
I have the authority to bind the corporation.



Schedule “A”

The annual cost for the performance of the Services to be delivered is summarized as follows:

SERVICES Hydro One | Hydro One | Hydro | B2M | Hydro
Tne. Remote One One
Communities | Telecom Sault
Inc. Inc. Ste.
Marie
e
General Counsel and 944.1 3827 1019 | 631 | 71.3
Secretary Services
Financial Services 72.5 247 .4 535.7 104.9 103.7
Corporate Services 268.7 270.8 56.5 165.7
Tel_e_(_:ommunication 140.8 284.4
Services
Other Seirvices 262.7 964.4
System Services and
Lease of Computer 260.8 617.4
Equipment
1,016.6 1,563.1 2, 7746 | 224.5 340.7
Totals '
DESCRIPTION OF SERVICES:

The following provides a generic description of all Services to be provided by the Services Provider. Any
additional terms and conditions which may be applicable to a Service are set out under its description.

GENERAL: COUNSEL AND SECRETARY SERVICES

The Services Provider shall provide the Services Recipient with professional legal advice and input which
shall include, but not be limited to, interpretation and analysis of legislation and regulations, advice
concerning corporate structure and governance, development of regulatory instruments (licenses),

contracts, and environmental and health and safety issues.




FINANCIAL SERVICES

The Services Provider shall provide financial services support to the Services Recipient by providing
timely and reliable financial information. The Services Provider will also provide services relating to
business planning, budgeting and financidl reporting. As required, services relating to
treasury/pension/investor relations, taxation, internal audit and risk management, insurance, financial
systems and services, cost and inventory accounting and decision support will also be provided. Other
financial services such as transaction processing (accounts payable and receivable), and fixed asset and
general accounting will also be provided.

CORPORATE SERVICES
The Services Provider shall provide corporate services in five main areas:

* Human Resources / Labour Relations ~ provision of human resource policy, strategy and
standards to meet legal and other requirements. This includes staff planning, leadership
development, succession planning and change management as well as labour relations services,
pay equity, diversity, health services and performance management, compensation, heaith and
benefits programs and administration of payroll, benefit plans and incentive plans.

» Business Architecture — provision of information systems support for Comnerstone Phase 1 and 2
as well as the management of legacy tools to support real time operations.

» Information Management — provision of computer and applications management support, internal
telecommunications management, IT capital projects and IT strategy management and Inergi
-applications support management.

* Corporate Security — provision of advice, guidance and investigative support services to ensure
the protection of assets and optimize the reliable delivery of electricity.

= First Nations & Métis Relations — provision of leadership and consultation support to address
issues with First Nations & Métis communities.

= Corporate Communications — provision of strategy, program and support for corporate
communications, public affairs and media relations, as well as corporate and shareholder relations
and strategy programs related to internal communications.

TELECOMMUNICATIONS SERVICES

The Services Provider shall provide the Services Recipient with various telecommunications-related
services iincleding field and engineering, logistics, corporate, construction, telecommunication and
information technology services.

OTHER SERVICES
The Services Provider shall provide the Services Recipient with:

e Customer Services Operation — provision of bill production and dispatch and seftlements service, as
well as data services related to field-based service orders.

 Information Management — provision of infrastructure operations, including a variety of activities
such as system testing and integration, Internet and database management services, as well as services
related to mainframe infrastructure operations, end user and desk-top support.



SYSTEM SERVICES (REMOTES AND TELECOM ONLY)

The Services Provider agrees to provide each Services Recipient, as a setrvice, use of the Services
Provider’s core business systems (the “Systems™) which are primarily based on:

(i) SAP Enterprise Asset Management Solution;

(i) SAP Enterprise Resource Planning, SAP Enterprise Business Intelligence solution;

(iii)  in the case of Hydro One Remote Communities Inc. only, SAP Customer Relationship
and Billing solution; and

(iv) other system software such as middleware, data management software, virtualization
software, operating systems, system tools.

Accordingly, the Services Provider hereby grants to the Services Recipient a non-exclusive, non-
transferable license to access the Systems, via the Internet, and to use the System as a service, in object
code form only, solely for its business purposes in accordance with the terins set out in this Agreement
and the Third. Party Terms. (the “License™). As a condition of the License, the Services Recipient must
sign and comply with SAP Canada Inc.’s form of “Authorized Affiliate Agreement” and any other forms
required by third party licensors of the Systems (the “Third Party Terms”) and this Agreement.
Additionally, the Services Recipient shall not directly or indirectly:

(i) reverse engineer, decompile, disassémble or otherwise attempt to discover the source
code or underlying algorithms of the Systems;

(ii) modify, translate or create derivative works based on the Systems;

(iii)  rent, lease, distribute, sell, resell, assign or otherwise transfer rights to the Systems;

(iv)  remove any proprietary notices from the software contained in the Systems.

Each Services Recipient hereby acknowledges that the copyright in use of the Systems as a service is the
property of the Services Provider or its third party licensors and that the Services Provider and/or its third
party licensors have exclusive ownership of the Systems.

No warranty is expressed or implied herein save as provided by the supplier(s) of the Systems in
supplier’s form of warranty delivered to the Services Recipient, and the Services Recipient accepts such
warranty of the Systems in licu of any and all other warranties of merchantability and fitness for a
particular purpose. This warranty is exclusive, and no other warranty whether written or oral is expressed
or implied. The Services Provider specifically disclaims the implied warranties of merchantability and
fitness for a particular purpose in relation to the Systems.

The Services Provider may terminate the License to the Services Recipient by providing it with written
notice of termination. The Services Recipient may terminate its License by providing the Services
Provider with thirty (30) days prior written notice of termination. Upon termination of the License, the
Services Recipient shall immediately cease using the Systems.

The Services Recipient shall:

69 nse the Systems lawfully, for business purposes only, and in accordance with the Services
Provider’s policies and third party licensor’s manuals, warranties or instructions relating
thereto;

(i) not upload or distribute files containing viruses, corrupted files or any other similar
software or programs that may damage the operation of the Systems;
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(ifi)y  not interfere or disrupt networks connected to the Systems;

(iv)  not post, promote or transmit through the Systems any unlawful, harassing, libelous,

' abusive, threatening, harmful, vulgar, obscene, hateful, racially, ethnically or otherwise
objectionable material of any kind or nature;

o) not transmit or post any material that encourages conduct which could constitute a
criminal offense or give rise to civil liability; and

(vi)  comply with the Hydro One computer policies, procedures, and computer data
management and access protocols which apply to use of the Systems, including the
“Security Policy™ (SP 1686 R1) dated December 2016 , as amended.

LEASE OF COMPUTER EQUIPMENT (REMOTES AND TELECOM ONLY)

The Services Provider hereby leases to the Services Recipient, and the Services Recipient hereby leases
from the Services Provider, compuiter servers which house the Systems (the “Equipment”) for the term of
this Agreement. This is a net lease between the parties (the “Lease™).

No warranty is expressed or implied herein save as provided by the supplier of the Equipment in
supplier’s form of warranty delivered to the Services Recipient, and the Services Recipient accepts such
warranty of the Equipment in lieu of any and all other warranties of merchantability and fitness for a
particular purpose. This warranty is exclusive, and no other warranty whether written or oral is expressed
or implied. The Services Provider specifically disclaims the implied warranties of merchantability and
fitness for a particular purpose in respect of the Equipment.

The Services Recipient agrees that the Services Provider may assign, sell or encumber any part of its
interest in the Equipment, and to recognize such transfer, assignment or encumbrance thereof and be
bound thereby, and te promptly execute and deliver to the Services Provider such decumentation as any
transferee, assignee, or encumbrance of the Services Provider may require to secure and/or complete such
transaction.

Title to the Equipment shall remain in the Services Provider. The Services Recipients shall have no right,
title or interest in the Equipment except as expressly provided herein. The Equipment shall always
remain and be deemed personal and moveable property notwithstanding that the Equipment may
hereinafier become, in any manner, attached or affixed to, imbedded in or permanently resting upon

realty.

The Services Provider may terminate the Lease to the Services Recipient by providing it with written
notice of termination. The Services Recipient may terminate its I.ease with the Services Provider by
providing the Services Provider with thirty (30) days prior wiitten notice of termination, without affecting
the Lease between the other Services Recipient.

"




Schedule “B*
Receiving Party Security Safeguards Regarding Confidential Information Received from the Disclosing
Party
The Receiving Party shall protect the Confidential Information by security safeguards appropriate to the
sensitivity of the information.
D The Receiving Party shall protect the Confidential Information against such risks as loss or theft,
unauthorized access, disclosure, copying, use, modification or destruction, through appropriate security

measures, regardless of the format in which it is held.

2) All of the Receiving Party’s Representatives with access to the Confidential Information shall be
contractually required to respect the confidentiality of that information.

3) The Receiving Party acknowledges and agrees that the nature of the safeguards will vary
depending on the sensitivity, amount, distribution and format of the information, and the method of
storage. The Receiving Party shall ensure that more sensitive information will be safeguarded by a higher
level of protection.

4) The Receiving Party shall ensure that methods of protection will include:

(a) physical measures, for example, locked filing cabinets and restricted access to offices;

(b) organizational measures, for example, controlling eniry to data centers and limiting
access to mformation on a “need-to-know” basis;

(c) technological measures, for example, the use of passwords and encryption; and
(D) investigative measures, in cases where the Receiving Party has reasonable grounds to

believe that the Confidential Information is being inappropriately collected, used or disclosed by
anyone whom in law the Receiving Party is responsible.
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Energy Probe Research Foundation - Interrogatory # 18

Reference:
Exhibit B1, Tab 1, Schedule 1

Interrogatory:
Preamble: On page 20 of the DSP, Hydro One Remotes lays out its summary of annual cost
savings.

a) Are the savings between 2018-2022 incremental or cumulative?

b) Can Hydro One confirm that it’s proposing to increase annual cost savings by just $273K
between 2018 and 2022.

c) Can Hydro One confirm that it increased annual cost savings by $3.3 million between
2013 and 2016.

Response.
a) The savings between 2018-2022 are incremental.

b) Yes, that is correct. The Winter Road and First Nation fuel savings depend on the quality
of the winter roads and the duration of the winter road season. If the winter road
conditions can support more litres to be trucked versus flown in, the cost savings could
potentially increase.

c) Table 2-4: Summary of Cost Savings 2017-2022 was incorrect. Refer to the revised table
in Appendix A. The increased annual cost savings between 2013 and 2016 is $1.0
million, not the $3.3 million.
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Appendix A: Revised Table 2-4: Summary of Cost Savings 2017-2022

Table 2-4: Summary of Cost Savings 2017-2022

Historical ($) Forecast ($)

Cost Savings 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Winter Road Fuel Savings 1,144,998 3,516,961 1,170,388 496,576 570,783 570,783 570,783 570,783 570,783 570,783
First Nation Fuel Savings 407,642 347,572 177,023 658,264 643,151 643,151 643,151 643,151 643,151 643,151
Meter Reader Savings 1,149,901 1,250,543 1,296,989 1,370,443 1,343,032 1,349,573 1,356,009 1,362,505 1,369,199 1,375,802
Operator Savings 8,700,903 9,449,573 9,556,411 9,848,608 9,790,318 9,861,849 9,934,095 9,971,020 | 10,044,718 (10,119,154
Webshare Savings 0 0 79,200 79,200 79,200 79,200 79,200 79,200 79,200 79,200
Total 11,403,444 (14,564,648 (12,280,011 (12,453,092 (12,426,484 | 12,504,556 | 12,583,239 | 12,626,659 | 12,707,051 | 12,788,090
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1 Energy Probe Research Foundation - Interrogatory # 19

3 Reference:

4 Exhibit B1, Tab 1, Schedule 1

5

6 Interrogatory:

7 Preamble: On page 47 of the DSP, Hydro One’s evidence shows that spending as a percentage of
8 Its business plan has decreased from 2014 to 2016.

9

10 a) Please provide a detailed response for why Hydro One’s performance on spending its

11 approved budgets has gotten worse in recent years.

12

13 Response:

14 a) Hydro One Remotes spending on both capital and OMA is drastically impacted by the
15 variability and timing of INAC funding. If and when INAC funding becomes available,
16 the focus for our business becomes removing connection restrictions through upgrades or
17 executing customer connections. INAC operates on a year-by-year funding cycle.
18 Overall, Hydro One Remotes is a small business with limited capacity and the overall
19 envelope of work cannot be significantly altered, just the split amongst project types.
20 The significant and largely unplanned amounts of INAC funding have affected spending

21 on approved budgets.
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1 Energy Probe Research Foundation - Interrogatory # 20

3 Reference:
4  Exhibit B1, Tab 1, Schedule 1

6 Interrogatory:
7 Preamble: On page 49 of the DSP, Hydro One says that diesel generation efficiency depends

s “largely” on the load profile of the community the generator is servicing.

9

10 a) What is the most efficient load profile?

11 b) When Hydro One pays renewable energy generators for the power they provide based on
12 avoided diesel costs, does it consider the impact these renewable energy generators have
13 on the efficiency levels of diesel generators?

15 Response.

16 a) Each diesel generator has a different fuel efficiency curve that charts load against
17 efficiency for a fixed RPM. A flat load profile is the most efficient load profile.

18

19 b) Remotes pays renewable energy generators either a net metered amount or the
20 REINDEER rate for the community. Considerations to the impacts on fuel efficiency on
21 the diesel generators caused by renewable generation would be very difficult to project,
22 although flattening of the load curve could provide some fuel savings, there would be
23 some losses associated with running smaller diesel generators as the station load
24 decreases with increasing renewable generation. The diesel generating units operate
25 between 50% and 90% of their prime rating. The fuel efficiency curve varies
26 approximately 11% over this range, but the efficiency is not necessarily highest at 90%.
27 Remotes does not, therefore, consider the REINDEER impacts of fuel efficiency on the

28 operation of diesel generators.
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Energy Probe Research Foundation - Interrogatory # 21

Reference:
Exhibit B1, Page 59 Figures 3-1 and 3-2 to 3-6 Distribution System Plan 2018-2022

Interrogatory:
Preamble: Figure 3-6 shows the age demographics of the 57 Diesel units in the generation fleet
assets (Table 3-2) ranging from 1-22 years

a) Please explain why this is not a normal distribution (like Transformers and Poles Figures
3-8, 3-9).

b) What is the basis of the regulatory depreciation rate/life for diesel units?

c) Please provide documentation on the ACA methodology, cycle and process for
assessment of need for Renewal of diesel generation assets, as shown in Figure 3-5.In
particular, please provide the links between ACA and run hours and/or other parameters.

d) Does HORCI base its diesel unit renewal policy solely on run hours and/or other factors,
such as historic reliability, load/customers served?

e) Please explain in detail the criteria and weightings used in the renewal/replacement
decisions for P1 Generation Assets.

Response.
a) Once a generator is in service its life span is not dependant on its age in years. Because

all stations have more than one generator (generally three), each generator does not run
continuously and because generators are not all the same size at the same station one
generator may run significantly more (or less) hours per year than the other generator(s)
due to loading selection. Therefore their aging to end of life is not strictly chronological.
The other factor that has affected the distribution is the ongoing upgrading (replacement)
to generators to accommodate the growing loads in communities. This has varied based
on INAC funding over the years.

b) An in-depth depreciation study was completed by a 3" party (Foster & Associates) to
determine the useful life of Remotes’ assets, including diesel units and was approved as
part of EB-2012-0237 That study is attached to this IR as 1-02-21 - Attachment 1.
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c)

d)

e)

Age, RPM and Hours Operated are contributing factors to determine the ACA. Age is
only a problem when unit replacement parts become unavailable. Age is a minor factor.
Major component parts wear less on lower RPM generators when compared to higher
RPM generators for the same number of hours, thus lower RPM generators are in service
for more hours before replacement. Given the above, the Hours Operated is the major
factor used to determine replacement of the generators.

All replacements forecast in the DSP are based on projected Hours Operated.

There are two factors considered, Age and Hours Operated. Age is a minor factor and
Hours Operated is a major factor.



Filed: 2018-01-26
EB-2018-0051
Exhibit 1-02-21
Attachment 1
Page 1 of 51

2011
Depreciation
Rate Review

hyd rgg-é

Remote Communities, Inc.

s foster
assoclates




e s e s R

CONTENTS
EXECUTIVE SUMMARY SECTION |
INTRODUCTION ...ttt ittt ettt ettt ettt et e eeeeete e e e teeeeete et easemtere et e e e ses e e e 1
PLANT ACCOUNT STRUCTURE ......oeoviriitetartateietisiess ettt stese e ssess et asesessseseeneeseeeenesens 1
CURRENT DEPRECIATION RATES .......oviiiiiiiiieiiiie ettt 2
2011 DEPRECIATION RATE REVIEW. .......ouviiiiiitiieec ettt 3
SCOPE OF REVIEW ...ttt ettt ettt a e et st ene e er e v ea e 3
DEPRECIATION SYSTEM ....uvivviiiiieetiniatcsie st eiesiets et ess et et ese et eese e eneenenns 3
RECOMMENDED DEPRECIATION RATES .....cceivitiiiiiiiece et 4
STUDY PROCEDURE SECTION I
INTRODUGTION ....evmiiiiitetattste ettt et ettt ettt ss st ee et ee et e et s esseeees s 5
SCOPE ...t ettt ettt n e 5
DATA COLLECTION. ....c.tittiiiteet ettt ettt ettt ettt s st et e e e eeene et eeene e 5
LIFE ANALYSIS AND ESTIMATION ..ottt 6
CLASS/CATEGORY SERVICE LIVES .....vviviviiiiceecee ettt 9
DEPRECIATION RESERVE ANALYSIS. ......eouiitiiiieititietectitieie et e eeeeeeteeeeeeeaeetesesess s e 10
DEVELOPMENT OF ACCRUAL RATES ......ouiiiiaiiiictiie e 12
STATEMENTS SEcTION IlI
INTRODUCTION ....cvttciteteeeii ettt ettt et ettt ettt ee et en st ene e s nes s 14
STATEMENT A — REMAINING—LIFE ACCRUAL RATES ........ovivviviiiiiceieieeeeeeeee e 15
STATEMENT B — REMAINING—LIFE ACCRUALS ........ovvieeeeeeieeeeeeeeeeeeee e 16
STATEMENT C — DEPRECIATION RESERVE SUMMARY ........c.covoviviivieriieeeeieeeeeeeeeeeeeeesnns 17
STATEMENT D ~ CURRENT AND PROPOSED PARAMETERS ........cvoveviviveeeeeceeeeeieeeaennns 18
STATEMENT E — ASSET CATEGORY SUMMARY (BU 220) ......ooveiiieeeeeeceee 19
ANALYSIS SECTION IV
INTRODUCTION ...c.ctivie ittt ettt s et sttt eae s ee e s eeete e aeeeneseanes 21
SCHEDULE A — GENERATION ARRANGEMENT ........ooviveiriiieiitseeeeeeeeseeeseee s 21
SCHEDULE B — AGE DISTRIBUTION .....coviiriiriiniiesieieteeteeee et e et 22
SCHEDULE C — PLANT HISTORY ...ooiiiiririitieiiceeseee ettt 22
SCHEDULE D — ACTUARIAL LIFE ANALYSIS ......covvievivieeeeieeeeeeeeee e 23
SCHEDULE E — GRAPHICS ANALYSIS .....couvriiitiriiiieieieteeieeeeeeee st en e 23

PAGE Il




DISTRIBUTION
1850 — LINE TRANSFORMERS

SCHEDULE A — GENERATION ARRANGEMENT ......vveitiierieeeetieesiiaeenieeesiresassaeessseeessseensnns 24
SCHEDULE B~ AGE DISTRIBUTION ...t et ettt etee et eaeearaesasean e 25
SCHEDULE C — PLANT HISTORY ..ottt 26
SCHEDULE D — ACTUARIAL LIFE ANALYSIS ......covvioeiiviieiiieereatieereeveeseeveeeeeveneseeveserennes 28
SCHEDULE E — GRAPHICS ANALYSIS ....oovvieeieeeieeeieeee e e enes 31
PROFESSIONAL QUALIFICATIONS SECTION V
DR. RONALD E. WHITE ..oovi ittt ettt e et e e 34
June 2012

PAGE il




EXECUTIVE SUMMARY

INTRODUCTION

This report presents a 2011 review and update of depreciation rates and parame-
ters for Hydro One Remote Communities Inc. (Hydro One Remote Communities
or the Company) owned and operated by Hydro One Inc. (Hydro One). The re-
view requested by the Company was conducted under the direction and supervi-
sion of Dr. Ronald E. White whose professional qualifications are provided in
Section V.

Foster Associates is a public utility economic consulting firm headquartered
in Rockville, Maryland offering economic research and consulting services on is-
sues and problems arising from governmental regulation of business. Areas of
specialization supported by the firm’s Fort Myers office include property life
forecasting, technological forecasting, depreciation estimation, and valuation of
industrial property.

Foster Associates has undertaken numerous depreciation engagements for
both public and privately owned business entities, including detailed statistical
life studies, analyses of required net salvage rates, and the selection of deprecia-
tion systems that will most nearly achieve the goals of depreciation accounting
under the constraints of either government regulation or competitive market pric-
ing. Foster Associates is widely recognized for industry leadership in the devel-
opment of depreciation systems, life analysis techniques and computer applica-
tions for conducting depreciation and valuation studies.

PLANT ACCOUNT STRUCTURE

The hierarchical structure of plant accounting records maintained by the Company
for major asset categories provides: a) Uniform System of Account (USoA) cate-
gories; b) cost of asset components (Profile ID); ¢) vintage identification (Asset
ID); and d) property unit identification within vintages (CAT ID).

USoA
Profile ID Profile ID
I |
Asset ID Asset 1D Asset ID
(Vintage) (Vintage) (Vintage)
[
[ [ ] |
CATID CATID CATID CATID

Fig. 1 Account Structure
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The lowest level at which the installed cost of a property unit (e.g., a single
pole or transformer) can be estimated is by vintage year of placement within a
Profile ID. (The cost of a property unit within a vintage can be estimated by divid-
ing the vintage cost by the recorded number of installed property units). A Profile
ID is an aggregation of vintage costs sharing common physical or functional at-
tributes. All vintages of line transformers less than or equal to 230 KVA, for ex-
ample, or all vintages of underground service conductors are classified in unique
Profile IDs. It is neither practical nor feasible, however, to estimate service lives
and maintain accumulated depreciation reserves for each property unit.

CURRENT DEPRECIATION RATES
Depreciation rates currently used by Hydro One Remote Communities were de-
veloped in a 2006 depreciation review conducted by Foster Associates.

Life tables were constructed in the 2006 review for each USoA plant account
for which retirements were recorded over the period 2000-2005. Life tables con-
structed over this limited historical period exhibited uniformly high degrees of
censoring and indeterminate measurements of service life. These results were di-
rectly attributable to insufficient retirement experience over the available band of
activity years.

Absent the availability of sufficient retirement activity to conduct statistical
service life studies, depreciation rates developed in the 2006 review were derived
from a composite of parameters (i.e., projection lives and projection curves) rec-
ommended by the former Ontario Hydro internal Depreciation Review Committee
(DRC) for asset profiles contained in a USoA category. The dominant projection
curve and dollar—weighted average projection life (rounded to the nearest integer)
of the constituent asset profiles were selected to describe the forces of retirement
acting upon a USoA plant account.'

2011 DEPRECIATION RATE REVIEW

'In 1954, by joint agreement of the Engineering, Operations and Comptroller’s Division of Ontar-
io Hydro, average service lives were estimated for each of the Company’s various plant accounts.
The estimated lives were based on engineering/financial judgment and information gathered re-
garding service lives used by other utilities. Statistical studies based on survivor curves were in-
troduced in 1959 to further improve the estimation of life expectancies. The DRC was established
in 1973 to provide formal engineering review for various classes of assets. The role of the com-
mittee was expanded in 1975 to include responsibility for recommending service lives and service
costs (i.e., provisions for fixed asset removal costs) of all assets. The DRC annually reviewed the
service lives of all major facilities and a selection of plant components, with the objective of re-
viewing all plant components at least once every five years. DRC recommendations were based
on factors such as operating experience, retirement history, engineering judgment, expected regu-
lar maintenance and system requirements. The DRC review process was discontinued by Hydro
One in 1998.
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The principal findings and recommendations of the Hydro One Remote Commu-
nities 2011 Depreciation Rate Review are summarized in the Statements section
of this report. Statement A provides a comparative summary of current and pro-
posed annual depreciation rates for each rate category. Statement B provides a
comparison of current and proposed annual depreciation accruals. Statement C
provides a comparison of computed, recorded and redistributed depreciation re-
serves for each rate category. Statement D provides a comparative summary of
current and proposed parameters including projection life, projection curve, aver-
age service life, and average remaining life. Statement E displays the computation
of proposed USoA projection lives derived from recommended IFRS profile lives.

SCOPE OF REVIEW
Principal activities undertaken in the 2011 review included:

= (Collection of plant and reserve data;
= Reconciliation of assembled database to Company records;

®  Discussions with Hydro One and Hydro One Remote Communities
plant accounting and operations personnel;

= Estimation of projection lives and retirement dispersion patterns;
= Analysis and redistribution of recorded depreciation reserves; and
= Development of recommended accrual rates for each rate category.

DEPRECIATION SYSTEM

A depreciation rate is formed by combining the elements of a depreciation sys-
tem. A depreciation system is composed of a method, a procedure and a tech-
nique. A depreciation method (e.g., straight-line) describes the component of the
system that determines the acceleration or deceleration of depreciation accruals in
relation to either time or use. A depreciation procedure (e.g., vintage group) iden-
tifies the level of grouping or sub—grouping of assets within a plant category. The
level of grouping specifies the weighting used to obtain composite life statistics
for an account. A depreciation technique (e.g., remaining—life) describes the life
statistic used in the system.

With the exception of selected general support asset categories for which
amortization accounting has been adopted, the Company is currently using a de-
preciation system composed of the straight-line method, vintage group procedure,
remaining-life technique. Amortization accounting is used for general plant cate-
gories in which the unit cost of plant items is small in relation to the number of
units classified in the account. Plant is retired (i.e., credited to plant and charged
to the reserve) as each vintage achieves an age equal to the amortization period.
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The matching and expense recognition principles of accounting provide that
the cost of an asset (or group of assets) should be allocated to operations over an
estimate of the economic life of the asset in proportion to the consumption of ser-
vice potential. It is the opinion of Foster Associates that the objectives of depreci-
ation accounting are being achieved using the currently approved vintage—group
procedure, which distinguishes service lives among vintages, and the remaining—
life technique, which provides cost apportionment over the estimated weighted—
average remaining life of a rate category. It is also the opinion of Foster Associ-
ates that amortization accounting remains appropriate for the intangible and gen-
eral plant categories summarized in Table 1 below.

Account Amortization
Number Description Period
A B [

1915 Office Furniture and Equipment 7 yrs.
1920 Computer Hardware - Minor 5yrs.
1935 Stores Equipment 8 yrs.
1940 Tools, Shop and Garage Equipment 6 yrs.
1945 ‘Measuring and Testing Equipment 5 yrs.
1960 Miscellaneous Equipment 5yrs.

Table 1. Amortization Accounts

RECOMMENDED DEPRECIATION RATES

Table 2 provides a summary of the changes in annual rates and accruals resulting
from adoption of the parameters and depreciation system recommended for Hydro
One Remote Communities.

Accrual Rate 2011 Annualized Accrual
Function Current Proposed Difference Current Proposed Difference
A B o} D=C-B E F G=F-E
Generation 6.75% 5.07% -1.68% $2,195,319 $1,649,399 ($545,920)
Transmission  3.39% 2.23% -1.16% 202,453 133,405 (69,048)
General Plant  3.30% 2.67% -0.63% 232,212 188,064 (44,148)
Total 5.77% 4.33% -1.44% $2,629,984 $1,970,868 ($659,116) -

Table 2. Hydro One Remote Communities

The composite accrual rate recommended for Hydro One Remote Communi-
ties is 4.33 percent. The current equivalent rate is 5.77 percent. The recommended
change in the composite rate is a reduction of 1.44 percentage points.

A continued application of current rates would provide annualized deprecia-
tion expense of $2,629,984 compared with an annualized expense of $1,970,868
using the proposed rates. The resulting 2011 expense reduction is $659,116.
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STUuDY PROCEDURE

INTRODUCTION

The purpose of a depreciation study is to analyze the mortality characteristics, net
salvage rates and adequacy of the depreciation accrual and recorded depreciation
reserve for each rate category. This review provides the foundation and documen-
tation for recommended changes in the depreciation accrual rates used by Hydro
One Remote Communities. The proposed rates are subject to approval by the On-
tario Energy Board.

ScoPE
The steps involved in conducting the 2011 depreciation review can be grouped in-
to four major tasks:

Data Collection;

Life Analysis and Estimation;
e Depreciation Reserve Analysis; and
* Development of Accrual Rates.

The scope of the 2011 review for Hydro One Remote Communities included
a consideration of each of these tasks as described below.

DATA COLLECTION

The minimum database required to conduct a statistical life study consists of a
history of vintage year additions and unaged activity—year retirements, transfers
and adjustments. These data must be appropriately adjusted for transfers, sales
and other plant activity that would otherwise bias the measured service life of
normal retirements. The age distribution of surviving plant for unaged data can be
estimated by distributing plant in service at the beginning of the study year to pri-
or vintages in proportion to the theoretical amount surviving from a projection or
survivor curve identified in the life study. The statistical methods of life analysis
used to examine unaged plant data are known as semi—actuarial techniques.

A far more extensive database is required to apply statistical methods of life
analysis known as actuarial techniques. Plant data used in an actuarial life study
most often include age distributions of surviving plant at the beginning of a study
year and the vintage year, activity year, and dollar amounts associated with nor-
mal retirements, reimbursed retirements, sales, abnormal retirements, transfers,
corrections, and extraordinary adjustments over a series of prior activity years. An
actuarial database may include age distributions of surviving plant at the begin-
ning of the earliest activity year, rather than at the beginning of the study year.
Plant additions, however, must be included in a database containing an opening
age distribution to derive aged survivors at the beginning of the study year. All
activity year transactions with vintage year identification are coded and stored in a
database. These data are processed by a computer program and transaction sum-
mary reports are created in a format reconcilable to official plant records. The
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availability of such detailed information is dependent upon an accounting system
that supports aged property records. The Continuing Property Record (CPR) sys-
tem used by the Company provides aged transactions for all plant accounts.

Prior to 1998, plant accounting records were maintained in a legacy Fixed
Asset Management System (FAMS) developed by Ontario Hydro. FAMS was re-
placed with an SAP system in 1998. The SAP system was replaced with a Peo-
pleSoft asset accounting system in 2000. The PeopleSoft system was configured
with the asset profiles maintained in the SAP system and uploaded with age dis-
tributions of surviving plant at December 31, 1999.2 The PeopleSoft system was
replaced in August 2009 by an updated version of the SAP system.

Plant and reserve data used in conducting the 2011 depreciation review was
assembled by Hydro One personnel and coded by Foster Associates. Plant ac-
counting transactions recorded between January 1, 2008 and July 31, 2009 were
extracted from the PeopleSoft system, coded and appended to the database used in
conducting the 2008 update. Transactions recorded between August 1, 2009 and
December 31, 2010 were extracted from the SAP system. An additional dataset of
profile plant and reserve balances at December 31, 2010 was assembled and rec-
onciled to aggregate USoA balances. (See Statement E).

Age distributions of surviving plant (i.e., plant surviving by vintage year of
placement) at December 31, 2010 were derived by Foster Associates from the
vintaged plant transactions and reconciled to age distributions provided by Hydro
One. The complexity of the process through which the database was compiled and
mapped to USoA plant categories prevented Foster Associates from reconciling
the database to any public reports of Hydro One. The integrity of the assembled
database, however, was verified by Hydro One Remote Communities.

LIFE ANALYSIS AND ESTIMATION

Life analysis and life estimation are terms used to describe a two—step procedure
for estimating the mortality characteristics of a plant category. The first step (i.e.,
life analysis) is largely mechanical and primarily concerned with history. Statisti-
cal techniques are used in this step to obtain a mathematical description of the
forces of retirement acting upon a plant category and an estimate of the projection
life of the account. The mathematical expressions used to describe these life char-
acteristics are known as survival functions or survivor curves.

’In 2003, Hydro One undertook a two—phase project to a) map asset profiles maintained in Peo-
pleSoft to USoA plant account classifications; and b) align quantities maintained in a Power Sys-
tem Data Base (PSDB) to the re-mapped USoA account classifications. The PSDB provides
property unit identification and quantities associated with investments maintained in PeopleSoft.
Asset profiles maintained in SAP were not mapped to USoA plant account classifications. This
limitation prohibited using pre—2000 plant accounting activity in the 2006 depreciation review.
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The second step (i.e., life estimation) is concerned with predicting the ex-
pected remaining life of property units still exposed to forces of retirement. It is a
process of blending the results of a life analysis with informed judgment (includ-
ing expectations about the future) to obtain an appropriate projection life and
curve descriptive of the parent population from which a plant account is viewed
as a random sample. The amount of weight given to a life analysis will depend
upon the extent to which past retirement experience is considered descriptive of
the future.

The analytical methods used in a life analysis are broadly classified as actuar-
ial and semi-actuarial techniques. Actuarial techniques can be applied to plant ac-
counting records that reveal the age of a plant asset at the time of its retirement
from service. Stated differently, each property unit must be identifiable by date of
installation and age at retirement. Semi-actuarial techniques can be used to derive
service life and dispersion estimates when age identification of retirements is not
maintained or readily available.

An actuarial life analysis program designed and developed by Foster Associ-
ates was employed in this review. The first step in an actuarial analysis involves a
systematic treatment of the available data for the purpose of constructing an ob-
served life table. A complete life table contains the life history of a group of prop-
erty units installed during the same accounting period and various probability re-
lationships derived from the data. A life table is arranged by age—intervals (usual-
ly defined as one year) and shows the number of units (or dollars) entering and
leaving each age—interval and probability relationships associated with this activi-
ty. A life table minimally shows the age of each survivor and the age of each re-
tirement from a group of units installed in a given accounting year.

A life table can be constructed in any one of at least five methods. The annu-
al-rate or retirement-rate method was used in this review. The mechanics of the
annual-rate method require the calculation of a series of ratios obtained by divid-
ing the number of units (or dollars) surviving at the beginning of an age interval
into the number of units (or dollars) retired during the same interval. This so—
called “retirement ratio” (or set of ratios) is an estimator of the hazard rate or con-
ditional probability of retirement during an age interval. The cumulative propor-
tion surviving is obtained by multiplying the retirement ratio for each age interval
by the proportion of the original group surviving at the beginning of that age in-
terval and subtracting this product from the proportion surviving at the beginning
of the same interval. The annual-rate method is applied to multiple groups or vin-
tages by combining the retirements and/or survivors of like ages for each vintage
included in the analysis.

The second step in an actuarial analysis involves graduating or smoothing the
observed life table and fitting the smoothed series to a family of survival func-
tions. The functions used in this study are the lowa—type curves which are math-

PAGE 7




ematically described in terms of the Pearson frequency curve family. The ob-
served life table was smoothed by a weighted least—squares procedure in which
first, second and third degree orthogonal polynomials were fitted to the observed
retirement ratios. The resulting function can be expressed as a survivorship func-
tion which is numerically integrated to obtain an estimate of the projection life.
The smoothed survivorship function is then fitted by a weighted least—squares
procedure to the lowa—curve family to obtain a mathematical description or clas-
sification of the dispersion characteristics of the data.

The set of computer programs used in this analysis provides multiple rolling—
band, shrinking—band and progressive—band analyses of an account. Observation
bands are defined in terms of a "retirement era" that restricts the analysis to the re-
tirement activity of all vintages represented by survivors at the beginning of a se-
lected era. In a rolling—band analysis, a year of retirement experience is added to
each successive retirement band and the earliest year from the preceding band is
dropped. A shrinking-band analysis begins with the total retirement experience
available and the earliest year from the preceding band is dropped for each suc-
cessive band. A progressive—band analysis adds a year of retirement activity to a
previous band without dropping earlier years from the analysis. Rolling, shrinking
and progressive band analyses are used to detect the emergence of trends in the
behavior of the dispersion and projection life.

Options available in the Foster Associates actuarial life analysis program in-
clude: the width and location of both placement and observation bands; the inter-
val of years included in a selected band analysis; the estimator of the hazard rate
(actuarial, conditional proportion retired, or maximum likelihood); the elements to
include on the diagonal of a weight matrix (exposures, inverse of age, inverse of
variance, or unweighted); and the age at which an observed life table is truncated.
The program also provides tabular and graphics output as an aid in the analysis.

As noted above, the database for Hydro One Remote Communities contains
plant accounting transactions for activity years 2000-2010. While it is theoretical-
ly possible to obtain life indications from an actuarial analysis of a single activity
year, retirements during the year must be widely distributed over the beginning—
of—year surviving vintages of a nearly mature plant account.®> A similar limitation
applies to the database of Hydro One Remote Communities which contains mini-
mal retirement activity during the available activity years. Retirements must be
sufficiently distributed across vintages within these years in order to obtain mean-
ingful service life indications from a statistical analysis.

Life tables were constructed for each USoA plant account for which retire-
ments were recorded over the period 2000-2010. Without exception, life tables

*Plant maturity is achieved when the age distribution of surviving plant resembles a complete sur-
vivor curve descriptive of the forces of retirement acting upon the plant category.
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constructed over this limited historical period exhibited uniformly high degrees of
censoring and indeterminate measurements of service life. These results were di-
rectly attributable to insufficient retirement experience over the available band of
activity years.

As was noted in the 2006 review, limitations in conducting life analyses were
also imposed by vintage years “banded” by Hydro One in 1992 and again in 1998
when age distributions from a Fixed Asset Management System (FAMS) were
uploaded to SAP. All pre-1950 vintages were assigned a vintage year of 1950.
Plant installed between 1951 and 1955 was assigned a vintage year of 1955. Simi-
larly, plant installed during the intervals 1956-1960, 1961-1965 and 1966-1970
were assigned vintage years 1960, 1965 and 1970, respectively. Although discon-
tinued in 1971, the banding of pre—1970 vintages will continue to produce unreli-
able life indications until most of the earlier vintages have been retired from ser-
vice.

Pending the availability of sufficient retirement activity to conduct service
life studies, it is the opinion of Foster Associates that a composite of the parame-
ters estimated for the asset profiles contained in a USoA account provides the best
available estimate of service life statistics for the current depreciation review.

CLASS/CATEGORY SERVICE LIVES

Confronted with an inability to obtain meaningful service life indications from
statistical analyses, attention was shifted in the 2011 review to the profile lives de-
rived in preparing for the implementation of International Financial Reporting
Standards (IFRS) in 2008. The motivation for estimating USoA service lives from
asset profile service lives (now termed class/category in SAP) has been strength-
ened by a requirement that Canadian rate-regulated entities transition to IFRS no
later than January 1, 2013. This requirement carries with it a set of accounting
rules (IAS 16) that changes depreciation accounting for long-lived assets. For ex-
ample, IAS 16 requires that property, plant and equipment assets be componen-
tized into items of property; that depreciation be calculated at the item level; and
the carrying amount (i.e. cost less accumulated depreciation) be “derecognized”
on disposal or when no further economic benefits are expected from its use.*

The Recognition Principle of IAS 16 prescribes that the cost of an item of
property, plant and equipment shall be recognized as an asset if, and only if: a) it
is probable that future economic benefits associated with the item will flow to the

*Group depreciation accounting neither reports nor recognizes gains or losses resulting from the
retirement of property units before or after the expiration of an estimated service life. Under-
depreciation of property units retired earlier than predicted is offset by over—depreciation of prop-
erty units remaining in service beyond the estimated average service life of a group. This treat-
ment is consistent with the regulatory principle that opportunities should be preserved for the re-
covery of capital devoted to public service.
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entity; and b) the cost of the item can be measured reliably. Importantly, IAS 16
does not prescribe the unit of measure for recognition, i.e., what constitutes an
item of property plant and equipment. Individually insignificant items may be ag-
gregated and the Recognition Principle applied to the aggregated value.

Based on these principles and recognizing that a USoA category may include
a greater diversity of plant items than contemplated under an item procedure, a
Profile ID (or class/category) is considered to be an appropriate and practical ag-
gregation of plant items under IAS 16. This level of aggregation means that ser-
vice lives will be estimated by Profile ID and gains or losses will be computed for
plant items retired prior to achieving an age equal to an applied service life.

The requirement to estimate item service lives at the class/category level for
IFRS reporting strongly suggests that USoA lives used for US GAAP reporting
should mirror Profile ID lives estimated for assets aggregated into USoA catego-
ries. This functional relationship was preserved in the 2011 review by adopting
composited Profile ID lives estimated for each class/category as a surrogate for a
USoA projection life (P-Life). Profile lives used in the computation of proposed
depreciation rates were estimated by an internal project team assigned to review
and update estimates previously developed by the DRC. Members of the review
team included Hydro One and Hydro One Remote Communities engineers, ac-
countants and other subject matter experts having managerial responsibilities for
the assets under review. Meetings of the project team were facilitated by Foster
Associates.

Unlike the item accounting procedure prescribed under IAS 16, group depre-
ciations rates developed under US GAAP are formulated with recognition of re-
tirement dispersion. This requirement was satisfied in the 2011 review by select-
ing an Iowa survivor curve considered descriptive of the forces of retirement act-
ing upon each USoA category. Recommended survivor curves were selected by
Foster Associates based on experience and an understanding of the parametric
form of the associated probability density functions. Proposed projection lives de-
rived from harmonic weighting of the profile lives recommended by the project
team are summarized in Statement E.

DEPRECIATION RESERVE ANALYSIS

The purpose of a depreciation reserve analysis is to compare the current level of
recorded reserves with the level required to achieve the goals or objectives of de-
preciation accounting if the amount and timing of future retirements and net sal-
vage are realized as predicted. The difference between a required (or theoretical)
depreciation reserve and a recorded reserve provides a measurement of the ex-
pected excess or shortfall that will remain in the depreciation reserve if corrective
action is not taken to eliminate the reserve imbalance.
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Unlike a recorded reserve which represents the net amount of depreciation
expense charged to previous periods of operations, a theoretical reserve is a
measure of the implied reserve requirement at the beginning of a study year if the
timing of future retirements and net salvage is in exact conformance with a survi-
vor curve chosen to predict the probable life of property still exposed to the forces
of retirement. Stated differently, a theoretical depreciation reserve is the differ-
ence between the recorded cost of plant presently in service and the sum of depre-
ciation expense and net salvage that will be charged in the future if retirements are
distributed over time according to a specified retirement frequency distribution.

The survivor curve used in the calculation of a theoretical depreciation re-
serve is intended to describe forces of retirement that will be operative in the fu-
ture. However, retirements caused by forces such as accidents, physical deteriora-
tion and changing technology seldom, if ever, remain stable over time. It is un-
likely, therefore, that a probability or retirement frequency distribution can be
identified that will accurately describe the age of plant retirements over the com-
plete life cycle of a vintage. It is for this reason that depreciation rates should be
reviewed periodically and adjusted for observed or expected changes in the pa-
rameters chosen to describe the underlying forces of mortality.

Although reserve records are commonly maintained by various account clas-
sifications, the sum of all reserves is the most important measure of the status of a
company's depreciation practices. If statistical life studies have not been conduct-
ed or retirement dispersion has been ignored in setting depreciation rates, it is
likely that some accounts will be over—depreciated and other accounts will be un-
der—depreciated relative to a calculated theoretical reserve. Differences between a
theoretical reserve and a recorded reserve also will arise as a normal occurrence
when service lives, dispersion patterns and net salvage estimates are adjusted in
the course of depreciation reviews. It is appropriate, therefore, and consistent with
group depreciation theory to periodically redistribute or rebalance recorded re-
serves among the various primary accounts based upon the most recent estimates
of retirement dispersion and net salvage rates.

It is the opinion of Foster Associates that a redistribution of recorded reserves
is appropriate for Hydro One Remote Communities at this time. Offsetting reserve
imbalances (attributable to both the passage of time and parameter adjustments
recommended in the current review) should be realigned among primary accounts
to reduce offsetting imbalances and increase depreciation rate stability.

With the exception of amortizable categories in which theoretical or comput-
ed reserves replace recorded reserves, all remaining reserves were redistributed by
multiplying the calculated reserve for each USoA primary account by the ratio of
the sum of recorded reserves to the sum of calculated reserves. The sum of redis-
tributed reserves is, therefore, equal to the sum of recorded depreciation reserves
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before the redistribution.

Statement C provides a comparison of recorded, computed and rebalanced re-
serves for Hydro One Remote Communities on December 31, 2010. The recorded
reserve was $20,185,154 or 44.3 percent of the depreciable plant investment. The
corresponding computed reserve is $18,447,389 or 40.5 percent of the depreciable
plant investment. A proportionate amount of the measured reserve imbalance of
$1,737,765 will be amortized over the composite weighted—average remaining
life of each rate category using the remaining life depreciation rates proposed in
this review.

DEVELOPMENT OF ACCRUAL RATES

The goal or objective of depreciation accounting is cost allocation over the eco-
nomic life of an asset in proportion to the consumption of service potential. Ideal-
ly, the cost of an asset—which represents the cost of obtaining a bundle of service
units—should be allocated to future periods of operation in proportion to the
amount of service potential expended during an accounting interval. The service
potential of an asset is the present value of future net revenue (i.e., revenue less
expenses exclusive of depreciation and other non—cash expenses) or cash inflows
attributable to the use of that asset alone.

Cost allocation in proportion to the consumption of service potential is often
approximated by the use of depreciation methods employing time rather than net
revenue as the apportionment base. Examples of time-based methods include
sinking—fund, straight-line, declining balance, and sum—of-the—years' digits. The
advantage of using a time-based method is that it does not require an estimate of
the remaining amount of service capacity an asset will provide or the amount of
capacity actually consumed during an accounting interval. Using a time—based al-
location method, however, does not change the goal of depreciation accounting. If
it is reasonable to predict that the net revenue pattern of an asset will either de-
crease or increase over time, then an accelerated or decelerated time—based meth-
od should be used to approximate the rate at which service potential is actually
consumed.

The time period over which the cost of an asset will be allocated to opera-
tions is determined by the combination of a procedure and a technique. A depreci-
ation procedure describes the level of grouping or sub—grouping of assets within a
plant category. Broad group, vintage group, equal-life group, and item (or unit)
are a few of the more widely used procedures. A depreciation technique describes
the life statistic used in a depreciation system. Whole life and remaining life (or
expectancy) are the most common techniques.

Depreciation rates recommended in the 2011 review were developed using a
system composed of the straight-line method, vintage group procedure, remain-
ing—life technique. It is the opinion of Foster Associates that this system will re-
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main appropriate for Hydro One Remote Communities, provided depreciation
studies are conducted periodically and parameters are routinely adjusted to reflect
changing operating conditions.

It is also the opinion of Foster Associates that amortization accounting cur-
rently approved for selected intangible and general support asset accounts is con-
sistent with the goals and objectives of depreciation accounting derived from the
matching and expense recognition principles of accounting. Amortization ac-
counting for these rate categories relieves Hydro One Remote Communities of the
burden to maintain detailed plant records for numerous plant items in which the
unit cost is small in relation to the cost of tracking the disposition of the assets.

The treatment of amortization accounts in the current study was designed to
produce annualized accruals equivalent to applying a rate equal to the reciprocal
of an amortization period to plant balances after retirements have been recorded.
Applying a rate equal to the reciprocal of the amortization period to plant balanc-
es prior to posting retirements would overstate the annualized amortization ex-
pense. Accrual rates contained in Statement A have been applied to plant balances
containing vintages that will be retired upon approval of the proposed amortiza-
tion periods. Accrual rates contained in Statement A should be applied to current
plant balances. Accrual rates equal to the reciprocal of the amortization period
should be applied to these categories after plant balances have been reduced by all
vintages that have achieved an age equal to the amortization period.
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STATEMENTS

INTRODUCTION

This section provides a comparative summary of depreciation rates, annual depre-
ciation accruals, recorded and computed depreciation reserves, and current and
proposed service life statistics recommended for Hydro One Remote Communi-
ties. The content of these statements is briefly described below.

= Statement A provides a comparative summary of current and pro-
posed annual depreciation rates using the vintage group procedure,
remaining—life technique.

v Statement B provides a comparison of current and proposed annu-
alized 2011 depreciation accruals derived from the depreciation
rates contained in Statement A.

= Statement C provides a comparison of recorded, computed and re-
distributed reserves for each rate category at December 31, 2010.

= Statement D provides a comparative summary of current and pro-
posed parameters and statistics including projection life, projection
curve, average service life, and average remaining life.

= Statement E displays the computation of proposed USoA projec-
tion lives derived from recommended IFRS profile lives.

Current depreciation accruals shown on Statements B are the product of the
plant investment (Column B) and current depreciation rates shown on Statement
A. These are the effective rates used by Hydro One Remote Communities for the
mix of investments recorded on December 31, 2010. Similarly, proposed depreci-
ation accruals shown on Statements B are the product of the plant investment and
proposed depreciation rates shown on Statement A. Proposed remammg life ac-
crual rates (Statement A) are given by:

1.0 — Reserve Ratio

Accrual Rate = — -
Remaining Life
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HYDRO ONE REMOTE COMMUNITIES Statement A
Comparison of Current and Proposed Accrual Rates
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique
Current Proposed
Rem. Net Accrual  Rem. Net Reserve Accrual
Account Description Life Salvage Rate Life Salvage Ratio Rate
A B [+ D E F G H
GENERATION PLANT
1620 Buildings and Fixtures 42.57 1.81% 25.95 27.96% 2.78%
1665 Fuel Holders, Producers and Accessories 34.87 2.30% 26.30 27.08% 2.77%
1670 Prime Movers 3.02 12.89% 3.98 73.21% 6.73%
1675 Generators 26.15 261% 6.93 62.22% 5.45%
1680 Accessory Electric Equpment 33.30 2.32% 9.51 48.28% 5.44%
1685 Miscellaneous Power Plant Equipment 26.31 2.34% 19.74 23.18% 3.89%
Total Generation Plant 6.75% 8.71 53.04% 5.07%
DISTRIBUTION PLANT
1805D Land - Depreciable 67.28 1.34% 37.28 27.86% 1.94%
1806 Land Rights 58.57 1.36% 78.83 23.18% 0.97%
1830 Poles, Towers and Fixtures 32.67 2.53% 44.99 19.75% 1.78%
1835 Overhead Conductors and Devices 32.36 2.53% 38.24 25.77% 1.94%
1845 Underground Conductors and Devices 12.69 5.06% 15.74 52.34% 3.03%
1850 Line Transformers 27.26 2.89% 29.92 28.00% 2.41%
1860 Meters 1.17 20.00% 13.16 13.43% 6.58%
Total Distribution Plant 3.39% 33.62 24.90% 2.23%
GENERAL PLANT
Depreciable
1908 Buildings and Fixtures 30.50 -5.0% 2.58% 41.11 19.43% 1.96%
1955 Communication Equipment 3.50 -5.0% 15.78% 1.00 96.62% 3.38%
Total Depreciable 2.58% 4111 19.67% 1.96%
Amortizable
1915 Office Furniture and Equipment 7 Year Amortization — «— 7 Year Amortization —  14.29%
1920 Computer Hardware - Minor 1.97 20.00% < 5 Year Amortization —»  19.25%
1935 Stores Equipment 8 Year Amortization — «— 8 Year Amortization —  12.37%
1940 Tools, Shop and Garage Equipment 16.67% <« 6 Year Amortization — 16.67%
1945 Measurement and Testing Equipment 5 Year Amortization — «— 5 Year Amortization —  17.34%
1960 Miscellaneous Equipment 5 Year Amortization — «— 5 Year Amortization —  20.00%
Total Amortizable 16.00% 3.95 36.06% 15.91%
Total General Plant 3.30% 29.52 20.50% 2.67%
TOTAL HYDRO ONE REMOTE COMMUNITIES 577% 12.01 44 .31% 4.33%
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HYDRO ONE REMOTE COMMUNITIES

Comparison of Current and Proposed Accruals
Current: VG Procedure / RL Technique
Proposed: VG Procedure / RL Technique

Statement B

12/31/10
Plant 2011 Annualized Accrual
Account Description Investment Current Proposed Difference
A B - c D E=D-C

GENERATION PLANT :
1620 Buildings and Fixtures 3 4,497937 % 81,413 $ 125043 § 43,630
1665 Fuel Holders, Producers and Accessories 5,372,646 123,571 148,822 25,251
1670 Prime Movers 13,703,994 1,766,445 922,279 (844,166)
1675 Generators 5,355,631 139,782 291,882 152,100
1680 Accessory Electric Equpment 1,361,324 31,583 74,056 42,473
1685 Miscellaneous Power Plant Equipment 2,244 654 52,5625 87,317 34,792

Total Generation Plant $ 32,536,186 $ 2,195319 § 1,649,369 § (545,920)
DISTRIBUTION PLANT
1805D Land - Depreciable $ 294 456 % 3,946 $ 5712 $ 1,766
1806 Land Rights 234,126 3,184 2,271 (913)
1830 Poles, Towers and Fixtures 1,786,753 45,205 31,804 (13,401)
1835 Overhead Conductors and Devices 1,473,430 37,278 28,585 (8,693)
1845 Underground Conductors and Devices 186,177 9,421 5,641 (3,780)
1850 Line Transformers 1,738,469 50,242 41,897 (8,345)
1860 Meters 265,884 53,177 17,495 (35,682)

Total Distribution Plant $ 5979295 § 202453 $ 133,405 § (65,048)
GENERAL PLANT

Depreciable
1908 Buildings and Fixtures 3 6,664,558 $ 171,946 $ 130,625 $ (41,321)
1955 Communication Equipment 20,332 3,208 687 (2,521)

Total Depreciable $ 6,664,558 § 171,946 $ 130,625 § (41,321)

Amortizable '
1915 Office Furniture and Equipment $ 39,115 % 5588 § 5588 § -
1920 Computer Hardware - Minor 41,096 8,219 7,913 (306)
1935 Stores Equipment 148,458 18,358 18,358
1940 Tools, Shop and Garage Equipment 6,078 1,013 1,013
1945 Measurement and Testing Equipment 19,089 3,309 3,309
1960 Miscellaneous Equipment 102,856 20,571 20,571

Total Amortizable $ 356,692 $ 57058 % 56,752  § (308)

Total General Plant $ 7,041,582 $ 232212 $ 188,064 $ (44,148)

TOTAL HYDRO ONE REMOTE COMMUNITIES $ 45,557,063 $ 2,629,984 $ 1,970,868 $ (659,116)
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HYDRO ONE REMOTE COMMUNITIES

Statement E

Asset Category Summary
December 31, 2010
Harmonic Weighting
P-Life Proposed P-Life Plant Depreciation Reserve
Description USoA IFRS USoA IFRS USoA IFRS USoA IFRS
A B o] D E F G H 1
1620 Buildings and Fixtures
GENX-FSL -YD FACILITIES 35 35 134,244 27,070
GENX-FSL -LANDSCAPING 35 35 4,014 911
GENX-FSL REM- BLDG&STR 35 35 4,201,228 801,444
GENX-FSL -OTHER SITE IMPR 50 50 . 158,451 48,357
Total 1620 50-SQ 34  35-S6 35 4,497,837 4,497,937 812,304 877,781
1665 Fuel Holders, Producers and Accessories
GENX -FSL REM-FUEL HANDLNG 35 35 5,372,646 1,261,256
Total 1665 40-SQ 35  35-S56 35 5,372,646 5372646 1,348,331 1,261,256
1670 Prime Movers
GENX -FSL REM- DIESEL ENG 10 10 13,703,994 12,760,425
Total 1670 : 5-SQ 10 10-S6 10 13,703,994 13,703,994 12,353,668 12,760,425
1675 Generators
GENX- HYD REM - TURBINES 50 50 659,034 153,061
GENX-FSL -AC STNDBY PWR 15 15 15,589 4,473
GENX-FSL REM ALT & AUX GEN 15 15 4,681,007 1,480,410
Total 1675 33-8Q 19 16-86 18 5,355,631 5,355,631 1,637,429 1,637,943
1680 Accessory Electric Equipment
GENX-FSL REM-WND&SOL GEN 20 20 41,445 9,515
GENX -FSL REM-STN TRANSF 20 20 549,409 166,836
GENX - FSL -ELE AUX SYST/CAB 15 15 770,470 108,799
Total 1680 39-8Q 17 17-S6 18 1,361,324 1,361,324 278,787 285,150
1685 Miscellaneous Power Plant Equipment
GENX-FSL -INSTR&CNTRL EQU 15 15 652,896 168,674
GENX-FSL REM FIRE PROT SYS 35 35 624,060 145,935
GENX-FSL -COMMON SERV SYS 35 35 967,698 52,852
Total 1685 35-SQ 29  25-S6 26 2,244,654 2,244,654 413,762 367,461
1805 Land - Depreciable
RURAL LANDS < 1975 50 50 294,456 48,781
Total 1805 75-SQ 50  50-S6 50 294,456 294,456 48,021 48,781
1806 Land Rights
RURAL INTL CLRING & OVRBLDG 100 100 234,126 64,552
Total 1806 75-8Q 100  100-S6 100 234,126 234,126 62,601 64,552
1830 Poles, Towers, and Fixtures
RURALSUPPORTS-WOOD,CONCRET 65 55 1,781,559 380,940
STEEL POLES SUPPORT 75 75 4,509 857
RURAL1995 YE ADJ STRM DAMAG 75 55 685 24
Total 1830 40-11.5 65  55-82 55 1,786,753 1,786,753 369,664 381,822
1835 Overhead Conductors and Devices
RURAL SWITCHES/LOAD INTERPTR 50 40 90,308 20,951
RURAL OIL SECTNLZER&RECLSR SW 50 40 72,058 15,601
RURAL INSTALSECTNLZR&RCLSR SW 50 45 1,681 278
RURAL CONDUCTOR PRIM&SEC OVERH 75 50 1,304,105 339,098
RURAL VOLTAGE REGULATORS 50 40 5,278 1,524
Total 1835 40-R2 72  50-S2 49 1,473,430 1,473,430 391,383 377,451
1845 Underground Conductors and Devices
RURAL CONDCTR SUBMARINE CBL 40 30 104,065 52,922
RURAL U/GRD CONDUCTOR-PRIME 50 30 59,349 28,701
RURAL U/GRD CONDR SEC SERV 50 30 19,929 12,013
RURAL U/GRD FUSE HOUSING 50 30 2,834 1,574
Total 1845 20-L1.5 44  30-S3 30 186,177 186,177 102,438 95,210
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HYDRO ONE REMOTE COMMUNITIES

Statement E

Asset Category Summary
December 31, 2010
Harmonic Weighting
P-Life Proposed P-Life Plant Depreciation Reserve
Description USocA IFRS  USoA IFRS USoA IFRS USoA IFRS
A B C D E F G H i
1850 Line Transformers
RURAL OH TRFRMRS <=25 KVA 45 40 649,083 227,260
RURAL OH TRFMRS >25&<=50 KVA 45 40 175,487 33,117
RURAL OH TRFMRS>50&<=75 KVA 45 40 88,178 10,763
RURAL OH TRFMR >758<=100 KVA 45 40 16,051 1,672
POLE TOP TRFS >200&<=300 KVA 45 40 45,575 15,908
POLE TOP TRFS >300&<=500 KVA 45 40 16,935 6,980
RURAL TRSF INSTAL 45 40 616,738 146,088
RURAL-U/GRD TRSF 0-50KVA 45 40 25,832 10,116
RURAL-U/GRD TRSF 301-500KVA 45 40 73 14
RURAL U/GRND TRFRMRS INSTAL 45 40 105,518 24,454
Total 1850 35-80.5 45 40-R2 40 1,738,469 1,738,469 491,226 476,372
1908 Buildings and Fixtures
GENRL-ADM&SERV-LANDSCAPING 50 50 55,635 4,287
GENRL-ADM&SERV_BLD FRAME&MTL 50 50 4,580,885 1,011,169
GENRL-ADM & SERV-BLD FRAME 50 50 1,734,577 244,651
GENRL -ADM & SERV-FENCE,GATE 50 30 133,057 10,885
GENRL- ADM & SERV-DISTN SYS 50 50 1,384 289
GENRL -ADM & SERV_AUX EQ BLD 50 50 158,020 32,448
Total 1908 40-SQ 50 50-54 50 6,664,558 6,664,558 1,362,978 1,303,728
1955 Communication Equipment
GENRL-ADM & SERV -TELCM WIRE 7 7 20,332 20,332
Total 1955 7-8Q 7 7-56 7 20,332 20,332 24,321 20,332
TOTAL INVESTMENT 44,934,487 44,934,488 19,696,912 19,958,266
Reconciling Accounts
Deer Lake 3,919,707 3,919,707 3,827,832 3,827,832
1860 - Meters (Depreciable) 5-SQ 5 15-R5 5 265,884 265,884 75,924 97,069
1915 - Office Furniture and Equiipment 7-8Q 7 7-SQ 7 39,115 39,115 10,193 10,193
1920 - Computer Hardware - Minor 5-SQ 5 5-SQ 5 41,096 41,096 17,225 16,135
1935 - Stores Equipment 8-SQ 8 8-SQ 8 148,458 148,458 6,768 71,097
1940 - Tools, Shop and Garage Equipment 6-SQ 6 6-SQ 6 6,078 6,078 1,435 1,435
1945 - Measurement and Testing Equipment 5-8Q 5 5-8Q 5 19,089 19,089 7,034 7,034
1960 - Miscellaneous Equipment 5-8Q 5 5-SQ 5 102,856 102,856 369,662 23,924

Total Reconciling Accounts
TOTAL HYDRO ONE REMOTE COMMUNITIES

4,542,283 4,542,283
49,476,770 49,476,771

4,316,073 4,054,719
24,012,985 24,012,985
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ANALYSIS

INTRODUCTION

This section provides an explanation of the supporting schedules developed in the
Hydro One Remote Communities depreciation review to estimate appropriate pro-
jection curves, projection lives and statistics for each rate category. The form and
content of the schedules developed for an account depend upon the method of
analysis adopted for the category.

This section also includes an example of the supporting schedules developed
for Account 1850 — Line Transformers. Documentation for all other plant ac-
counts is contained in the review work papers. The supporting schedules devel-
oped in the Hydro One Remote Communities review include:

Schedule A — Generation Arrangement;
Schedule B — Age Distribution;
Schedule C — Plant History;
Schedule D — Actuarial Life Analysis; and
Schedule E — Graphics Analysis.
The format and content of these schedules are briefly described below.

SCHEDULE A — GENERATION ARRANGEMENT

The purpose of this schedule is to obtain appropriate weighted—average life statis-
tics for a rate category. The weighted—average remaining—life is the sum of Col-
umn H divided by the sum of Column I. The weighted average life is the sum of
Column C divided by the sum of Column I. The following table provides a de-
scription of each column in the generation arrangement.

Column Title Description
A Vintage Vintage or placement year of surviving plant.
B Age Age of surviving plant at beginning of study year.
C Surviving Plant Actual dollar amount of surviving plant.
D Average Life Estimated average life of each vintage. This statistic is the

sum of the realized life and the unrealized life, which is the
product of the remaining life (Column E) and the theoretical
proportion surviving.

Remaining Life Estimated remaining life of each vintage.
Net Plant Ratio Theoretical net plant ratio of each vintage.
Allocation Factor A pivotal ratio which determines the amortization period of the

difference between the recorded and computed reserve.

H Computed Net Plant  Plant in service less theoretical reserve for each vintage.
| Accrual . Ratio of computed net plant (Column H) and remaining life
(Column E).

Table 3. Generation Arrangement
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SCHEDULE B — AGE DISTRIBUTION

This schedule provides the age distribution and realized life of surviving plant
shown in Column C of the Generation Arrangement (Schedule A). The format of
the schedule depends upon the availability of either aged or unaged data. Derived
additions for vintage years older than the earliest activity year in an account for
unaged data are obtained from the age distribution of surviving plant at the begin-
ning of the earliest activity year. The amount surviving from these vintages is
shown in Column D. The realized life (Column G) is derived from the dollar
years of service provided by a vintage over the period of years the vintage has
been in service. Plant additions for vintages older than the earliest activity year in
an account are represented by the opening balances shown in Column D.

The computed proportion surviving (Column D) for unaged is derived from a
computed mortality analysis. The average service life displayed in the title block
is the life statistic derived for the most recent activity year, given the derived age
distribution at the start of the year and the specified retirement dispersion. The re-
alized life (Column F) is obtained by finding the slope of an SC retirement disper-
sion, which connects the computed survivors of a vintage (Column E) to the rec-
orded vintage addition (Column B). The realized life is the area bounded by the
SC dispersion, the computed proportion surviving and the age of the vintage.

SCHEDULE C — PLANT HISTORY

An Unadjusted Plant History schedule provides a summary of recorded plant data
extracted from the continuing property records maintained by the Company. Ac-
tivity year total amounts shown on this schedule for aged data are obtained from a
historical arrangement of the data base in which all plant accounting transactions
are identified by vintage and activity year. Activity year totals for unaged data are
obtained from a transaction file without vintage identification. Information dis-
played in the unadjusted plant history is consistent with regulated investments re-
ported internally by the Company.

An Adjusted Plant History schedule provides a summary of recorded plant
data extracted from the continuing property records maintained by the Company
with sales, transfers, and adjustments appropriately aged for depreciation study
purposes. Activity year total amounts shown on this schedule for aged data are
obtained from a historical arrangement of the data base in which all plant account-
ing transactions are identified by vintage and activity year. Ageing of adjusting
transactions is achieved using transaction codes that identify an adjusting year as-
sociated with the dollar amount of a transaction. Adjusting transactions processed
in the adjusted plant history are not aged in the Company's records or in the unad-
justed plant history.
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SCHEDULE D — ACTUARIAL LIFE ANALYSIS

These schedules provide a summary of the dispersion and life indications ob-
tained from an actuarial life analysis for a specified placement band. The observa-
tion band (Column A) is specified to produce a rolling—band, shrinking—band, or
progressive—band analysis depending upon the movement of the end points of the
band. The degree of censoring (or point of truncation) of the observed life table is
shown in Column B for each observation band. The estimated average service
life, best fitting Iowa dispersion, and a statistical measure of the goodness of fit
are shown for each degree polynomial (First, Second, and Third) fitted to the es-
timated hazard rates. Options available in the analysis include the width and loca-
tion of both the placement and observation bands; the interval of years included in
a selected rolling, shrinking, or progressive band analysis; the estimator of the
hazard rate (actuarial, conditional proportion retired, or maximum likelihood); the
elements to include on the diagonal of a weight matrix (exposures, inverse of age,
inverse of variance, or unweighted); and the age at which an observed life table is
truncated.

Estimated projection lives (Columns C, F, and I) are flagged with an asterisk
if negative hazard rates are indicated by the fitted polynomial. All negative hazard
rates are set equal to zero in the calculation of the graduated survivor curve. The
Conformance Index (Columns E, H, and K) is the square root of the mean sum—
of—squared differences between the graduated survivor curve and the best fitting
Iowa curve. A Conformance Index of zero would indicate a perfect fit.

SCHEDULE E — GRAPHICS ANALYSIS

This schedule provides a graphics plot of a) the observed proportion surviving for
a selected placement and observation band; b) the statistically best fitting lowa
dispersion and derived average service life; and c¢) the projection curve and pro-
jection life selected to describe future forces of mortality.

The graphics analysis also provides a plot of the observed hazard rates and
graduated hazard function for a selected placement and observation band. The es-
timator of the hazard rates and weighting used in fitting orthogonal polynomials
to the observed data are displayed in the title block of the displayed graph.
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HYDRO ONE REMOTE COMMUNITIES

Schedule A

Page 1 of 1

Distribution Plant

Account: 1850 Line Transformers

Dispersion: 40 - R2

Procedure: Vintage Group

Generation Arrangement

December 31, 2010 Net
Surviving Avg. Rem. Plant Alloc. Computed
Vintage  Age Plant Life Life Ratio Factor Net Plant Accrual
A B c D E F G H=C*F*G I=H/E

2010 0.5 71,282 40.00 39.55 0.9887 1.0000 70,475 1,782
2009 1.5 56,835 40.00 38.65 0.9661 1.0000 54,908 1,421
2008 2.5 33,600 40.01 37.75 0.9436 1.0000 31,707 840
2007 35 68,843 . 40.02 36.87 0.9213 1.0000 63,423 1,720
2006 4.5 104,194 40.03 35.98 0.8990 1.0000 93,672 2,603
2005 55 100,848 40.04 35.11 0.8769 1.0000 88,431 2,519
2004 6.5 74,500 40.06 34.25 0.8549 1.0000 63,686 1,860
2003 7.5 48,337 40.08 33.39 0.8330 1.0000 40,263 1,206
2002 8.5 99,663 40.06 32.54 0.8121 1.0000 80,941 2,488
2001 9.5 184,839 39.96 31.69 0.7932 1.0000 146,610 4,626
2000 10.5 139,423 39.74 30.86 0.7765 1.0000 108,267 3,509
1999 11.5 20,446 39.54 30.03 0.7596 1.0000 15,631 517
1998 12.5 10,022 40.23 29.21 0.7263 1.0000 7,278 249
1997 13.5 3,395 40.32 28.41 0.7046 1.0000 2,392 84
1996 14.5 28,840 40.37 27.61 0.6838 1.0000 19,719 714
1994 16.5 73,286 40.10 26.04 0.6493 1.0000 © 47,588 1,828
1993 17.5 93,930 . 39.38 25.26 0.6415 1.0000 60,255 2,385
1992 18.5 121,740 40.56 24.50 0.6041 1.0000 73,542 3,001
1991 19.5 139,060 40.77 23.75 0.5826 1.0000 81,022 3,411
1990 20.5 187,014 40.76  23.01 0.5646 1.0000 105,593 4,588
1989 21.5 22,234 40.98 22.28 0.5438 1.0000 12,091 543
1988 225 8,240 40.87 21.57 0.5277 1.0000 4,348 202
1987 23.5 8,003 4125 20.86 0.5056 1.0000 4,047 194
1986 24.5 11,989 41.39 20.16 0.4872 1.0000 5,840 290
1985 255 4,767 41.61 19.48 0.4682 1.0000 2,232 115
1984 26.5 15,064 4162 18.81 0.4519 1.0000 6,807 362
1983 27.5 1,654 41.61 18.15 0.4362 1.0000 721 40
1982 28.5 2,313 4169 17.50 0.4199 1.0000 971 55
1981 29.5 2,447 42.02 16.87 0.4015 1.0000 982 58
1978 325 254 43.20 15.05 0.3484 1.0000 89 6
1976 34.5 1,026 43.20 13.91 0.3220 1.0000 330 24
1960 50.5 380 50.98 6.85 0.1344  1.0000 51 7
Total 11.9 $1,738,469 40.20 29.92 0.7442 1.0000 $1,293,815 $43,246
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‘Schedule B
HYDRO ONE REMOTE COMMUNITIES Page 1 of 1

Distribution Plant
Account: 1850 Line Transformers

Age Distribution

2000 Experience to 12/31/2010
Age as of Derived Opening Amount Proportion  Realized
Vintage 12/31/2010 Additions Balance Surviving Surviving Life
A B c . D E F=E/(C+D) G
2010 0.5 71,282 71,282 1.0000 0.5000
2009 1.5 56,835 56,835 1.0000 1.5000
2008 2.5 33,600 33,600 1.0000 2.5000
2007 - 3.5 68,843 68,843 1.0000 3.5000
2006 4.5 104,194 104,194 1.0000 4.5000
- 2005 55 100,848 100,848 1.0000 5.5000
2004 6.5 74,500 74,500 1.0000 6.5000
2003 7.5 48,337 48,337 1.0000 7.5000
2002 8.5 102,541 99,663 0.9719 8.4533
2001 9.5 204,532 184,839 0.9037 9.3180
2000 10.5 148,818 139,423 0.9369 10.0634
1999 11.5 22,481 20,446 0.9095 10.8212
1998 12.5 10,823 10,022 0.9259 12.4630
1997 13.5 3,395 3,395 1.0000 13.5000
1996 14.5 28,840 28,840 1.0000 14.5000
1994 16.5 86,626 73,286 0.8460 16.0801
1993 17.5 118,948 93,930 0.7897 16.2876
1992 18.5 125,660 121,740 0.9688 18.3762
1991 19.5 142,602 139,060 0.9752 19.4820
1990 20.5 190,479 187,014 0.9818 20.3636
1989 21.5 23,950 22,234 0.9284 21.4642
1988 22.5 11,076 8,240 0.7440 22.2270
1987 23.5 8,525 8,003 0.9389 23.4694
1986 24.5 13,282 - 11,989 0.9026 24.4513
1985 25.5 4,767 4,767 1.0000 25.5000
1984 . 26.5 15,506 15,064 0.9715 26.3353
1983 275 1,989 1,654 0.8316 27.1301
1982 28.5 2,737 2,313 0.8450 27.9948
1981 29.5 2,605 2,447 0.9394 29.1061
1978 32.5 254 254 1.0000 32.5000
1976 34.5 1,201 1,026 0.8546 33.8818
1965 45.5 98 0.0000 45.0000
1960 50.5 475 380 0.8000 49.2000
Total 11.9 $1,014,330 $816,318 $1,738,469 0.9496
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Schedule C

HYDRO ONE REMOTE COMMUNITIES Page 1 of 1

Distribution Plant

Account: 1850 Line Transformers

Unadjusted Plant History

Beginning Sales,_Transfers Ending
Year Balance Additions Retirements & Adjustments Balance
A B c D E F=B+C-D+E

2000 1,232,846 65,078 605 36,323 1,333,642
2001 1,333,642 357,340 236,083 1,927,064
2002 1,927,064 318,238 24,463 (462,889) 1,757,950
2003 1,757,950 107,020 15,862 (5620,273) 1,328,835
2004 1,328,835 79,024 39,261 22,725 1,391,323
2005 1,391,323 71,972 3,219 52,460 1,512,536
2006 1,512,536 35,361 1,047 46,530 1,593,380
2007 1,593,380 101,146 1,822 (53,077) 1,639,628
2008 1,639,628 55,770 9,453 (27,386) 1,658,559
2009 1,658,559 47,549 8,613 (20,939) 1,676,556
2010 1,676,556 93,226 31,313 1,738,469
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Schedule C
HYDRO ONE REMOTE COMMUNITIES Page 1 of 1

Distribution Plant
Account: 1850 Line Transformers

Adjusted Plant History

Beginning Sales, Transfers Ending

Year Balance Additions Retirements & Adjustments Balance

A B c D E F=B+C.D+E
2000 1,186,767 101,098 (20,505) 1,267,360
2001 1,267,360 277,366 1,544,726
2002 1,544,726 109,159 17,081 (305,161) 1,331,642
2003 1,331,642 48,337 5,447 (10,657) 1,363,875
2004 1,363,875 74,500 14,183 (25,078) 1,399,113
2005 1,399,113 108,101 3,219 1,503,995
2006 1,503,995 104,194 1,047 39,479 1,646,621
2007 1,646,621 68,843 1,822 (87,511) 1,626,131
2008 1,626,131 33,600 9,453 1,650,278
2009 1,650,278 56,835 8,613 1,698,500
2010 1,698,500 71,282 31,313 1,738,469
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HYDRO ONE REMOTE COMMUNITIES

Distribution Plant
Account: 1850 Line Transformers

Rolling Band Life Analysis

Schedule D
Page 1 of 1

T-Cut: None

Placement Band: 1960-2010

Hazard Function: Proportion Retired

Weighting: Exposures

First Degree Second Degree Third Degree
Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf.
Band Censoring Life sion Index Life sion  Index Life sion  index
A B c D E F G H o J K

2000-2004 66.5 123.5 SC 3.03 173.0 R2 3.75 45.5 R3 * 4.09
2001-2005 64.9 92.5 o2 3.34 1745 R2* 5.86 449 R3 * 4.44
2002-2006 64.9 108.9 SC 3.16 1772 R25* 7.41 45.0 R4* 433
2003-2007 66.4 715 L1 3.15 183.3 R4~ 8.64 48.2 R4 * 4.39
2004-2008 68.7 118.8 SC 4.33 184.1 R4~ 8.28 47.2 R4 3.61
2005-2009 91.4 184.3 R4 0.85 186.9 R4~ 1.45 515 R4 * 4.59
2006-2010 0.0 57.2 L0.5 19.39 138.5 SC* 23.10 41.6 R2* 1425
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HYDRO ONE REMOTE COMMUNITIES
Distribution Plant

Account: 1850 Line Transformers

_WS'h[inking Band Life Analysis

Schedule D
Page 1 of 1

T-Cut: None

Placement Band: 1960-2010
Hazard Function: Proportion Retired

Weighting: Exposures

First Degree

Second Degree

Third Degree

Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf.
Band  Censoring  Life sion  Index Life sion  Index Life sion  Index
A B c D E F G H i J K

2000-2010 45.4 64.3 105 6.51 74.8 02 715 42.6 R2 454
2002-2010 44.0 614 L0.5 5.97 152.5 sC* 11.67 411 R2 5.34
2004-2010 43.8 56.5 L0.5 5.49 1578 R05* 13.38 410 R25* 6.11
2006-2010 0.0 57.2 1L.0.5 19.39 138.5 SC* 23.10 41.6 R2 * 14.25
2008-2010 0.0 49.0 LO.5 16.26 145.4 SC* 2436 384 R15* 1222
2010-2010 0.0 30.6 L1.5~ 8.80 56.7 04+ 10.67 31.0 L1~ 9.01
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Schedule D

HYDRO ONE REMOTE COMMUNITIES Page 1 of 1
Distribution Plant
Account: 1850 Line Transformers . T-Cut: None

Placement Band: 1960-2010
Hazard Function: Proportion Retired

Progressing Band Life Analysis Weighting: Exposures
First Degree Second Degree Third Degree
Observation Average Disper- Conf. Average Disper- Conf. Average Disper- Conf.
Band  Censoring  Life sion  Index Life sion  Index Life sion  Index
A B c D E F G H i J K
2000-2001 100.0 No Retirements
2000-2003 84.2 183.0 R4~ 4.81 101.2 R25 4.48 56.4 R3* 435
2000-2005 66.2 104.2 SC 3.05 174.8 R2~ 5.09 46.8 R3 3.66
2000-2007 67.0 125.6 SC 4.55 182.6 R4~ 8.06 50.8 R4 4.29
2000-2009 73.7 176.5  R2.5" 4.90 183.5 R4~ 6.52 49.7 R4+ 278
2000-2010 45.4 64.3 L0.5 6.51 74.8 02 7.15 42.6 R2 4.54
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PROFESSIONAL QUALIFICATIONS

NAME AND ADDRESS

Ronald E. White, Ph.D.

Foster Associates, Inc.

17595 S. Tamiami Trail, Suite 212
Fort Myers, FL 33908

EDUCATION
1961 - 1964 Valparaiso University

Major: Electrical Engineering
1965 Iowa State University
" BS., Engineering Operations
1968 Iowa State University
M.S., Engineering Valuation

Thesis: The Multivariate Normal Distribution and the Simulated Plant Record
Method of Life Analysis

1977 Iowa State University
Ph.D., Engineering Valuation
Minor: Economics

Dissertation: A Comparative Analysis of Various Estimates of the Hazard Rate
Associated With the Service Life of Industrial Property

EMPLOYMENT
2007 - Present Foster Associates, Inc.
Chairman

1996 - 2007 Foster Associates, Inc.
Executive Vice President

1988 - 1996  Foster Associates, Inc.
Senior Vice President

1979 - 1988  Foster Associates, Inc.
Vice President

1978 - 1979  Northern States Power Company
Assistant Treasurer

1974 - 1978 Northern States Power Company
Manager, Corporate Economics

1972 - 1974 Northern States Power Company
Corporate Economist
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1970 -1972  Jowa State University
Graduate Student and Instructor

1968 - 1970  Northern States Power Company
Valuation Engineer

1965 - 1968 Iowa State University
Graduate Student and Teaching Assistant

PUBLICATIONS
A New Set of Generalized Survivor Tables, Journal of the Society of Depreciation
Professionals, October, 1992.

The Theory and Practice of Depreciation Accounting Under Public Utility Regu-
lation, Journal of the Society of Depreciation Professionals, December, 1989.

Standards for Depreciation Accounting Under Regulated Competition, paper pre-
sented at The Institute for Study of Regulation, Rate Symposium, February, 1985.

The Economics of Price-Level Depreciation, paper presented at the lowa State
University Regulatory Conference, May, 1981. -

Depreciation and the Discount Rate for Capital Investment Decisions, paper pre-
sented at the National Communications Forum - National Electronics Conference,
October 1979.

A Computerized Method for Generating a Life Table From the 'h-System' of Sur-
vival Functions, paper presented at the American Gas Association - Edison Elec-
tric Institute Depreciation Accounting Committee Meeting, December, 1975.

The Problem With AFDC is ..., paper presented at the lowa State University Con-
ference on Public Utility Valuation and the Rate Making Process, May, 1973.

The Simulated Plant-Record Method of Life Analysis, paper presented at the Mis-
souri Public Service Commission Regulatory Information Systems Conference,
May, 1971.

Simulated Plant-Record Survivor Analysis Program (User's Manual), special re-
port published by Engineering Research Institute, lowa State University, Febru-
ary, 1971.

A Test Procedure for the Simulated Plant-Record Method of Life Analysis, Journal
of the American Statistical Association, September, 1970.

Modeling the Behavior of Property Records, paper presented at the Iowa State
University Conference on Public Utility Valuation and the Rate Making Process,
May, 1970.
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A Technique for Simulating the Retirement Experience of Limited-Life Industrial
Property, paper presented at the National Conference of Electric and Gas Utility
Accountants, May, 1969.

How Dependable are Simulated Plant-Record Estimates?, paper presented at the
Iowa State University Conference on Public Utility Valuation and the Rate Mak-
ing Process, April, 1968.

TESTIFYING WITNESS

Alabama Public Service Commission, Docket No. 18488, General Telephone
Company of the Southeast; testimony concerning engineering economy study
techniques.

Alabama Public Service Commission, Docket No. 20208, General Telephone
Company of the South; testimony concerning the equal-life group procedure and
remaining-life technique.

Alberta Energy and Utilities Board, Application No. 1250392, Aquila Networks
Canada; rebuttal testimony supporting proposed depreciation rates.

Alberta Energy and Utilities Board, Case No. RE95081, Edmonton Power Inc.;
rebuttal evidence concerning appropriate depreciation rates.

Alberta Energy and Utilities Board, 1999/2000 General Tariff Application, Ed-
monton Power Inc.; direct and rebuttal evidence concerning appropriate deprecia-
tion rates.

Arizona Corporation Commission, Docket No. T-01051B-97-0689, U S West
Communications, Inc.; testimony concerning appropriate depreciation rates.

Arizona Corporation Commission, Docket No. G-1032A-02-0598, Citizens
Communications Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-01345A-08-0172, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-0135A-03-0437, Arizona Pub-
lic Service Company; rebuttal testimony supporting net salvage rates.

Arizona Corporation Commission, Docket No. E-01345A-05-0816, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-01345A-11-0224, Arizona
Public Service Company; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. G-04204A-06-0463, UNS Gas,
Inc.; testimony supporting proposed depreciation rates.

Arizona Corporation Commission, Docket No. E-04204A—06-0783, UNS Elec-
tric, Inc.; testimony supporting proposed depreciation rates.

PAGE 36




Arizona Corporation Commission, Docket No. E-04204A—09-0206, UNS Elec-
tric, Inc, testimony supporting proposed depreciation rates.

Arizona State Board of Equalization, Docket No. 6302-07-2, Arizona Public Ser-
vice Company; testimony concerning valuation and assessment of contributions in
aid of construction.

California Public Utilities Commission, Case Nos.- A.92-06-040, 92-06-042, GTE
California Incorporated; rebuttal testimony supporting depreciation study tech-
niques.

California Public Utilities Commission. Docket No. GRC A.05-12-002, Pacific
Gas and Electric Company; testimony regarding estimation of net salvage rates.

California Public Utilities Commission. Docket No. GRC A.06—-12-009/A.06—
12-010, San Diego Gas & Electric Company and Southern California Gas Com-
pany; testimony regarding estimation of net salvage rates.

Public Utilities Commission of the State of Colorado, Application No. 36883-
Reopened. U S WEST Communications; testimony concerning equal-life group
procedure.

State of Connecticut Department of Public Utility Control, Docket No. 10-12-02,
Yankee Gas Services Company; testimony supporting recommended depreciation
rates.

State of Connecticut Department of Public Utility Control, Docket No. 09-12-05,
The Connecticut Light and Power Company; testimony supporting recommended
depreciation rates.

State of Connecticut Department of Public Utility Control, Docket No. 06—
12PHO1, Yankee Gas Services Company; testimony supporting recommended
depreciation rates.

State of Connecticut Department of Public Utility Control, Docket No. 05-03-17,
The Southern Connecticut Gas Company; testimony supporting recommended
depreciation rates.

Delaware Public Service Commission, Docket No. 81-8, Diamond State Tele-
phone Company; testimony concerning the amortization of inside wiring.

Delaware Public Service Commission, Docket No. 82-32, Diamond State Tele-
phone Company; testimony concerning the equal-life group procedure and re-
maining-life technique.

Public Service Commission of the District of Coiumbia, Formal Case No. 842,
District of Columbia Natural Gas; testimony concerning depreciation rates.
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Public Service Commission of the District of Columbia, Formal Case No. 1016,
Washington Gas Light Company - District of Columbia; testimony supporting
proposed depreciation rates.

Public Service Commission of the District of Columbia, Formal Case No. 1054,
Washington Gas Light Company - District of Columbia; testimony supporting
proposed depreciation rates.

Federal Communications Commission, Prescription of Revised Depreciation
Rates for AT&T Communications; statement concerning depreciation, regulation
and competition.

Federal Communications Commission, Petition for Modification of FCC Depreci-
ation Prescription Practices for AT&T; statement concerning alignment of depre-
ciation expense used for financial reporting and regulatory purposes.

Federal Communications Commission, Docket No. 99-117, Bell Atlantic; affida-
vit concerning revenue requirement and capital recovery implications of omitted
plant retirements.

Federal Energy Regulatory Commission, Docket No. ER10-2110-000, ITC Mid-
west; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER10-185-000, Michigan
Electric Transmission Company; testimony supporting proposed depreciation
rates.

Federal Energy Regulatory Commission, Docket No. FER09-1530-000,
ITCTransmission; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER95-267-000, New Eng-
land Power Company; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER11-3638-000, Arizona
Public Service Company; testimony supporting proposed depreciation rates

Federal Energy Regulatory Commission, Docket No. RP89-248, Mississippi Riv-
er Transmission Corporation; rebuttal testimony concerning appropriateness of
net salvage component in depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER91-565, New England
Power Company; testimony supporting proposed depreciation rates.

Federal Energy Regulatory Commission, Docket No. ER78-291, Northern States
Power Company; testimony concerning rate of return and general financial re-
quirements.
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Federal Energy Regulatory Commission, Docket Nos. RP80-97 and RP81-54,
Tennessee Gas Pipeline Company; testimony concerning offshore plant deprecia-
tion rates.

Federal Power Commission, Docket No. E-8252, Northern States Power Compa-
ny; testimony concerning general financial requirements and measurements of fi-
nancial performance.

Federal Power Commission, Docket No. E-9148, Northern States Power Compa-
ny; testimony concerning general financial requirements and measurements of fi-
nancial performance.

Federal Power Commission, Docket No. ER76-818, Northern States Power Com-
pany; testimony concerning rate of return and general financial requirements.

Federal Power Commission, Docket No. RP74-80, Northern Natural Gas Compa-
ny; testimony concerning depreciation expense.

Public Utilities Commission of the State of Hawaii, Docket No. 00-0309, The Gas
Company; testimony supporting proposed depreciation rates.

Public Utilities Commission of the State of Hawaii, Docket No. 94-0298, GTE
Hawaiian Telephone Company Incorporated; testimony concerning the need for
shortened service lives and disclosure of asset impairment losses.

Idaho Public Utilities Commission, Case No. U-1002-59, General Telephone
Company of the Northwest, Inc.; testimony concerning the remaining-life tech-
nique and the equal-life group procedure.

Illinois Commerce Commission, Case No. 04—0476, Illinois Power Company; tes-
timony supporting proposed depreciation rates.

Illinois Commerce Commission, Docket No. 94-0481, Citizens Utilities Company
of Illinois; rebuttal testimony concerning applications of the Simulated Plant-
Record method of life analysis.

Iowa State Commerce Commission, Docket No. RPU 82-47, North Central Public
Service Company; testimony on depreciation rates.

Iowa State Commerce Commission, Docket No. RPU 84-34, General Telephone
Company of the Midwest; testimony concerning the remaining-life technique and
the equal-life group procedure.

Iowa State Utilities Board, Docket No. DPU-86-2, Northwestern Bell Telephone
Company; testimony concerning capital recovery in competition.

Iowa State Utilities Board, Docket No. RPU-84-7, Northwestern Bell Telephone
Company; testimony concerning the deduction of a reserve deficiency from the
rate base.
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Iowa State Utilities Board, Docket No. DPU-88-6, U S WEST Communications;
testimony concerning depreciation subject to refund.

Iowa State Utilities Board, Docket No. RPU-90-9, Central Telephone Company
of Towa; testimony concerning depreciation rates.

Iowa State Ultilities Board, Docket No. RPU-93-9, U S WEST Communications;
testimony concerning principles of depreciation accounting and abandonment of
FASB 71.

Iowa State Ultilities Board, Docket No. DPU-96-1, U S WEST Communications;
testimony concerning principles of depreciation accounting and abandonment of
FASB 71.

Iowa State Utilities Board, Docket No. RPU-05-2, Aquila Networks; testimony
supporting recommended depreciation rates.

Kansas Corporation Commission, Docket No. 12-WSEE-112-RTS, Westar Ener-
gy, Inc.; testimony supporting proposed depreciation rates.

Kansas Corporation Commission, Docket No. 10-KCPE-415-RTS; Kansas City
Power and Light; cross—answering testimony addressing the recording and treat-
ment of third—party reimbursements in estimating net salvage rates.

Kansas Corporation Commission, Docket No. 04-AQLE-1065-RTS, Aquila
Networks — WPE (Kansas); testimony supporting proposed depreciation rates.

Kansas Corporation Commission, Docket No. 03—-KGSG—602-RTS, Kansas Gas
Service, a Division of ONEOK, Inc.; rebuttal testimony supporting net salvage
rates.

Kansas Corporation Commission, Docket No. 06-KGSG—1209-RTS, Kansas Gas
Service, a Division of ONEOK, Inc.; testimony supporting proposed depreciation
rates.

Kentucky Public Service Commission, Case No. 97-224, Jackson Purchase Elec-
tric Cooperative Corporation; rebuttal testimony supporting proposed depreciation
rates.

Maryland Public Service Commission, Case No. 8485, Baltimore Gas and Elec-
tric Company; testimony supporting proposed depreciation rates.

Maryland Public Service Commission, Case No. 9096, Baltimore Gas and Elec-
tric Company; testimony supporting proposed depreciation rates.

Maryland Public Service Commission, Case No. 7689, Washington Gas Light
Company; testimony concerning life analysis and net salvage.

Maryland Public Service Commission, Case No. 8960, Washington Gas Light
Company; testimony supporting proposed depreciation rates.
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Maryland Public Service Commission, Case No. 9103, Washington Gas Light
Company; rebuttal testimony supporting proposed depreciation rates.

Commonwealth of Massachusetts Department of Public Utilities, D.P.U. 10-70,
Western Massachusetts Electric Company; testimony supporting proposed depre-
ciation rates.

Commonwealth of Massachusetts Department of Telecommunications and Ener-
gy, D.T.E. 06-55, Western Massachusetts Electric Company; testimony support-
ing proposed depreciation rates.

Massachusetts Department of Public Utilities, Case No. DPU 91-52, Massachu-
setts Electric Company; testimony supporting proposed depreciation rates which
include a net salvage component.

Michigan Public Service Commission, Case No. U-16991, The Detroit Edison
Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-16117, The Detroit Edison
Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-15699, Michigan Consolidat-
ed Gas Company; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-13899, Michigan Consolidat-
ed Gas Company; testimony concerning service life estimates.

Michigan Public Service Commission, Case No. U-13393, Aquila Networks —
MGU; testimony supporting proposed depreciation rates.

Michigan Public Service Commission, Case No. U-12395, Michigan Gas Utili-
ties; testimony supporting proposed depreciation rates including amortization ac-
counting and redistribution of recorded reserves.

Michigan Public Service Commission, Case No. U-6587, General Telephone
Company of Michigan; testimony concerning use of a theoretical depreciation re-
serve with the remaining-life technique.

Michigan Public Service Commission, Case No. U-7134, General Telephone
Company of Michigan; testimony concerning the equal-life group depreciation
procedure.

Minnesota Public Service Commission, Docket No. E-611, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

Minnesota Public Service Commission, Docket No. E-1086, Northern States
Power Company; testimony concerning depreciation rates.
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Minnesota Public Service Commission, Docket No. G-1015, Northern States
Power Company; testimony concerning rate of return and general financial re-
quirements.

Public Service Commission of the State of Missouri, Case No. ER-2009-0090,
KCP&L Greater Missouri Operations, rebuttal testimony concerning depreciation
rates.

Public Service Commission of the State of Missouri, Case No. ER-2001-672,
Missouri Public Service, a division of Utilicorp United Inc.; surrebuttal testimony
regarding computation of income tax expense.

Public Service Commission of the State of Missouri, Case No. TO-82-3, South-
western Bell Telephone Company; rebuttal testimony concerning the remaining-
life technique and the equal-life group procedure.

Public Service Commission of the State of Missouri, Case No. GO-97-79, Laclede
Gas Company; rebuttal testimony concerning adequacy of database for conduct-
ing depreciation studies.

Public Service Commission of the State of Missouri, Case No. GR-99-315, La-
clede Gas Company; rebuttal testimony concerning treatment of net salvage in
development of depreciation rates.

Public Service Commission of the State of Missouri, Case No. HR-2004-0024,
Aquila Inc. d/b/a/ Aquila Networks—LL & P; testimony supporting depreciation
rates. :

Public Service Commission of the State of Missouri, Case No. ER-2004-0034,
Aquila Inc. d/b/a/ Aquila Networks—L & P and Aquila Networks—MPS; testimony
supporting depreciation rates.

Public Service Commission of the State of Missouri, Case No. GR-2004-0072,
Aquila Inc. d/b/a/ Aquila Networks—L & P and Aquila Networks—MPS; testimony
supporting depreciation rates.

Public Service Commission of the State of Montana, Docket No. 88.2.5, Moun-
tain State Telephone and Telegraph Company; rebuttal testimony concerning the
equal-life group procedure and amortization of reserve imbalances.

Montana Public Service Commission, Docket No. D95.9.128, The Montana Pow-
er Company; testimony supporting proposed depreciation rates.

Nebraska Public Service Commission, Docket No. NG-0041, Aquila Networks
(PNG Nebraska); testimony supporting proposed depreciation rates.

Public Service Commission of Nevada, Docket No. 92-7002, Central Telephone
Company-Nevada; testimony supporting proposed depreciation rates.
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Public Service Commission of Nevada, Docket No. 91-5054, Central Telephone
Company-Nevada; testimony supporting proposed depreciation rates.

New Hampshire Public Utilities Commission, Docket No. DR95-169, Granite
State Electric Company; testimony supporting proposed net salvage rates.

New Jersey Board of Public Utilities, Docket No. GR07110889, New Jersey Nat-
ural Gas Company; testimony supporting proposed depreciation rates.

New Jersey Board of Public Utilities, Docket No. GR 87060552, New Jersey
Natural Gas Company; testimony concerning depreciation rates.

New Jersey Board of Regulatory Commissioners, Docket No. GR93040114J,
New Jersey Natural Gas Company; testimony concerning depreciation rates.

New York Public Service Commission, Case No. 12—G—0202. Niagara Mohawk
Power Corporation d/b/a National Grid; testimony supporting recommended de-
preciation rates.

New York Public Service Commission, Case No. 10—-E—0050. Niagara Mohawk
Power Corporation d/b/a National Grid; testimony supporting recommended de-
preciation rates.

North Carolina Utilities Commission, Docket No. E-7, SUB 487, Duke Power
Company; rebuttal testimony concerning proposed depreciation rates.

North Carolina Utilities Commission, Docket No. P-19, SUB 207, General Tele-
phone Company of the South; rebuttal testimony concerning the equal-life group
depreciation procedure.

North Dakota Public Service Commission, Case No. 8860, Northern States Power
Company; testimony concerning general financial requirements.

North Dakota Public Service Commission, Case No. 9634, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

North Dakota Public Service Commission, Case No. 9666, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

North Dakota Public Service Commission, Case No. 9741, Northern States Power
Company; testimony concerning rate of return and general financial requirements.

Oklahoma Corporation Commission, Cause No. PUD 200900110, Oklahoma
Natural Gas Company; testimony supporting revised depreciation rates.

Ontario Energy Board, E.B.R.O. 385, Tecumseh Gas Storage Limited; testimony
concerning depreciation rates.

Ontario Energy Board, E.B.R.O. 388, Union Gas Limited; testimony concerning
depreciation rates.
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Ontario Energy Board, E.B.R.O. 456, Union Gas Limited; testimony concerning
depreciation rates.

Ontario Energy Board, E.B.R.O. 476-03, Union Gas Limited; testimony concern-
ing depreciation rates.

Public Utilities Commission of Ohio, Case No. 81-383-TP-AIR, General Tele-
phone Company of Ohio; testimony in support of the remaining-life technique.

Public Utilities Commission of Ohio, Case No. 82-886-TP-AIR, General Tele-
phone Company of Ohio; testimony concerning the remaining-life technique and
the equal-life group procedure.

Public Utilities Commission of Ohio, Case No. 84-1026-TP-AIR, General Tele-
phone Company of Ohio; testimony in support of the equal-life group procedure
and the remaining-life technique.

Public Utilities Commission of Ohio, Case No. 81-1433, The Ohio Bell Tele-
phone Company; testimony concerning the remaining-life technique and the
equal-life group procedure.

Public Utilities Commission of Ohio, Case No. 83-300-TP-AIR, The Ohio Bell
Telephone Company; testimony concerning straight-line age-life depreciation.

Public Utilities Commission of Ohio, Case No. 84-1435-TP-AIR, The Ohio Bell
Telephone Company; testimony in support of test period depreciation expense.

Public Utilities Commission of Oregon, Docket No. UM 204, GTE of the North-
west; testimony concerning the theory and practice of depreciation accounting
under public utility regulation.

Public Utilities Commission of Oregon, Docket No. UM 840, GTE Northwest In-
corporated; rebuttal testimony concerning principles of capital recovery.

Pennsylvania Public Utility Commission, Docket No. R-80061235, The Bell Tel-
ephone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. R-811512, General Tele-
phone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. R-811819, The Bell Tele-
phone Company of Pennsylvania; testimony concerning the proper depreciation
reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. R-822109, General Tele-
phone Company of Pennsylvania; testimony in support of the remaining-life tech-
nique.
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Pennsylvania Public Utility Commission, Docket No. R-850229, General Tele-
phone Company of Pennsylvania; testimony in support of remaining-life tech-
nique and proper depreciation reserve to be used with an original cost rate base.

Pennsylvania Public Utility Commission, Docket No. C-860923, The Bell Tele-
phone Company of Pennsylvania; testimony concerning capital recovery under
competition.

Rhode Island Public Utilities Commission, Docket No. 2290, The Narragansett
Electric Company; testimony supporting proposed net salvage rates and deprecia-
tion rates.

South Carolina Public Service Commission, Docket No. 91-216-E, Duke Power
Company; testimony supporting proposed depreciation rates.

Public Utilities Commission of the State of South Dakota, Case No. F-3062,
Northern States Power Company; testimony concerning general financial re-
quirements and measurements of financial performance.

Public Utilities Commission of the State of South Dakota, Case No. F-3188,
Northern States Power Company; testimony concerning rate of return and general
financial requirements.

Securities and Exchange Commission, File No. 3-5749, Northern States Power
Company; testimony concerning the financial and ratemaking implications of an
affiliation with Lake Superior District Power Company.

Tennessee Public Service Commission, Docket No. 89-11041, United Inter-
Mountain Telephone Company; testimony concerning depreciation principles and
capital recovery under competition.

The Railroad Commission of Texas, GUD Docket No. 9988, Texas Gas Service,
testimony supporting recommended depreciation rates.

State of Vermont Public Service Board, Docket No. 6596, Citizens Communica-
tions Company — Vermont Electric Division; testimony supporting recommended
depreciation rates.

State of Vermont Public Service Board, Docket No. 6946 and 6988, Central Ver-
mont Public Service Corporation; testimony supporting net salvage rates.

Commonwealth of Virginia State Corporation Commission, Case No. PUE-2002-
00364, Washington Gas Light Company; testimony supporting proposed depreci-
ation rates.

Public Service Commission of Wisconsin, Docket No. 2180-DT-3, General Tele-
phone Company of Wisconsin; testimony concerning the equal-life group depre-
ciation procedure.
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SPEAKER
Group Depreciation Practices of Regulated Utilities (IAS 16 Property, Plant and
Equipment), Hydro One Networks, Inc., November 2008.

Economics, Finance and Engineering Valuation. Florida Gulf Coast University,
April 2007.

Depreciation Studies for Regulated Utilities, Hydro One Networks, Inc., April
2006.

Depreciation Studies for Co‘operatives and Small Utilities. TELERGEE CFO and
Controllers Conference, November, 2004,

Finding the “D” in RCNLD (Valuation Applications of Depreciation), Society of
Depreciation Professionals Annual Meeting, September 2001.

Capital Asset and Depreciation Accounting, City of Edmonton Value Engineering
Workshop, April 2001.

A Valuation View of Economic Depreciation, Society of Depreciation Profes-
sionals Annual Meeting, October 1999.

Capital Recovery in a Changing Regulatory Environment, Pennsylvania Electric
Association Financial-Accounting Conference, May 1999.

Depreciation Theory and Practice, Southern Natural Gas Company Accounting
and Regulatory Seminar, March 1999.

Depreciation Theory Applied to Special Franchise Property, New York Office of
Real Property Services, March 1999.

Capital Recovery in a Changing Regulatory Environment, PowerPlan Consultants
Annual Client Forum, November 1998.

Economic Depreciation, AGA Accounting Services Committee and EEI Property
Accounting and Valuation Committee, May 1998.

Discontinuation of Application of FASB Statement No. 71, Southern Natural Gas
Company Accounting Seminar, April 1998.

Forecasting in Depreciation, Society of Depreciation Professionals Annual Meet-
ing, September 1997.

Economic Depreciation In Response to Competitive Market Pricing, 1997 TELUS
Depreciation Conference, June 1997.

Valuation of Special Franchise Property, City of New York, Department of Fi-
nance Valuation Seminar, March 1997.

Depreciation Implications of FAS Exposure Draft 158-B, 1996 TLG Decommis-
sioning Conference, October 1996.
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Why Economic Depreciation?, American Gas Association Depreciation Account-
ing Committee Meeting, August 1995.

The Theory of Economic Depreciation, Society of Depreciation Professionals
Annual Meeting, November 1994,

Vintage Depreciation Issues, G & T Accounting and Finance Association Confer-
ence, June 1994,

Pricing and Depreciation Strategies for Segmented Markets (Regulated and Com-
petitive), lowa State Regulatory Conference, May 1990.

Principles and Practices of Depreciation Accounting, Canadian Electrical Associ-
ation and Nova Scotia Power Electric Utility Regulatory Seminar, December
1989.

Principles and Practices of Depreciation Accounting, Duke Power Accounting
Seminar, September 1989.

The Theory and Practice of Depreciation Accounting Under Public Utility Regu-
lation, GTE Capital Recovery Managers Conference, February 1989.

Valuation Methods for Regulated Utilities, GTE Capital Recovery Managers Con-
ference, January 1988.

Depreciation Principles and Practices for REA Borrowers, NRECA 1985 National
Accounting and Finance Conference, September 1985.

Depreciation Principles and Practices for REA Borrowers, Kentucky Association

of Electric Cooperatives, Inc., Summer Accountants Association Meeting, June
1985.

Considerations in Conducting a Depreciation Study, NRECA 1984 National Ac-
counting and Finance Conference, October 1984,

Software for Conducting Depreciation Studies on a Personal Computer, United
States Independent Telephone Association, September 1984.

Depreciation—An Assessment of Current Practices, NRECA 1983 National Ac-
counting and Finance Conference, September 1983

Depreciation—An Assessment of Current Practices, REA National Field Confer-
ence, September 1983.

An Overview of Depreciation Systems, lowa State Commerce Commission, Oc-
tober 1982,

Depreciation Practices for Gas Utilities, Regulatory Committee of the Canadian
Gas Association, September 1981.
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Practice, Theory, and Needed Research on Capital Investment Decisions in the
Energy Supply Industry, workshop, sponsored by Michigan State University and
the Electric Power Research Institute, November 1977.

Depreciation Concepts Under Regulation, Public Utilities Conference, sponsored
by The University of Texas at Dallas, July 1976.

Electric Utility Economics, Mid-Continent Area Power Pool, May 1974.Page 48

MODERATOR

Depreciation Open Forum, Iowa State University Regulatory Conference, May
1991. :

The Quantification of Risk and Uncertainty in Engineering Economic Studies,
Iowa State University Regulatory Conference, May 1989.

Plant Replacement Decisions with Added Revenue from New Service Offerings,
Iowa State University Regulatory Conference, May 1988.

Economic Depreciation, lowa State University Regulatory Conference, May
1987.

Opposing Views on the Use of Customer Discount Rates in Revenue Requirement
Comparisons, lowa State University Regulatory Conference, May 1986.

Cost of Capital Consequences of Depreciation Policy, lowa State University Reg-
ulatory Conference, May 1985.

Concepts of Economic Depreciation, Iowa State University Regulatory Confer-
ence, May 1984.

Ratemaking Treatment of Large Capacity Additions, lowa State University Regu-
latory Conference, May 1983.

The Economics of Excess Capacity, lowa State University Regulatory Confer-
ence, May 1982.

New Developments in Engineering Economics, Iowa State University Regulatory
Conference, May 1980.

Training in Engineering Economy, lowa State University Regulatory Conference,
May 1979.

The Real Time Problem of Capital Recovery, Missouri Public Service Commis-
sion, Regulatory Information Systems Conference, September 1974.

HONORS AND AWARDS
The Society of Sigma Xi.

Professional Achievement Citation in Engineering, lowa State University, 1993.
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Energy Probe Research Foundation - Interrogatory # 22

Reference:
Exhibit B1 DSP Tables 3-6 and 3-7: Figure 4-1 and Table 4-2

Interrogatory:

a)
b)

c)

Please provide an explanation why the 2018-2022 Capital Plan for System Renewal of
generators is appropriate/optimal from a risk/reliability/cost perspective.

Did HORCI decision/planning rely on Business Cases for each year (such as those filed
for 2018) or undertake a multi-year cost/reliability assessments/scenarios to support its
Plan? If the latter please file this(ese).

For other P1 Distribution Assets, does HORCI use the same ACA Models and approach
as Hydro One Networks? Please discuss/compare and provide examples for Poles and
Transformers.

Response.

a)

b)

The major factor determining generator replacement/renewal is Generator Hours
Operated. This factor is used to forecast the optimal time to replace generators and avoid
major component failure (catastrophic failure). The Hours Operated maintenance and
replacement is consistent with the manufactures’ recommended maintenance procedures.
The Capital Plan for System Renewal is designed to prevent catastrophic failures caused
by major component failures. The risk and cost of catastrophic failure can be several
times the planned replacement costs for a generator and result in major community power
outages. Another specific risk factor of catastrophic failure is employee and operator
safety.

A business case for each year is not filed for generator replacements. Remotes follows
the engine-hours forecast, Table 3-7 in Exhibit B, to determine the need for unit
replacement.

Yes. Hydro One Remote Communities uses the same ACA models and approach as
Hydro One Networks, since the ACA approach and requirement is described in
legislation. Please refer to page 62, 73-75 of the DSP in Exhibit B for an overview of the
ACA and further ACA information.
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Energy Probe Research Foundation - Interrogatory # 23

Reference:
No Reference-DSP-Customer Owned Generators

Interrogatory:

a)

Please list by Customer, Location and installed Capacity all customer owned generators
(above a reasonable materiality threshold) in HORCI service territory

b) What is the current interconnected capacity

c) What is the potential interconnected capacity

d) Listall current agreements and locations and capacity for mutual generation support/back
up

Response.

a) Please refer to EP IR#7 response for the updated renewable installed capacity. In addition
to the renewable capacity listed, the community of North Caribou Lake First Nation
(Weagamow) owns a 1MW diesel unit, which is used to support the total community
load. This unit was designed to be temporary and is operated under contract by Hydro
One Remotes in conjunction with our assets.

b) Asshown in EP IR#7, plus 1MW for the diesel asset described above.

c) The potential interconnected capacity on an annual basis would be the total load for all
communities we serve or the peak capacity. The REINDEER renewable program allows
for full diesel generation offset.

d) North Caribou First Nation — Temporary 1,000 kW Upgrade Project Operating

Agreement (circa 2000, plus multiple amendments)
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Energy Probe Research Foundation - Interrogatory # 24

Reference:
Exhibit B1 Distribution System Plan Section 4.1.8.3 Page 96.

Interrogatory:

Preamble: HORCI is now expected to become a standalone electricity distributor in Cat Lake and
other communities that under the Remote Communities Connection Program are/will be
connected to Hydro One Networks or First Nations transmission.

Please provide a discussion and comments on a hypothetical Business Model that separates
Generation and GSU from Distribution and Customer Service.

Response.
Remotes has not contemplated establishing a business model to separate its generation and

distribution activities into separate businesses when it starts serving customers who are grid
connected. Except for the source of electricity (purchased rather than self-generated) and
increased coordination with the grid control centre related to outage planning and execution,
customer service and distribution activities would remain the same as in other communities.

Remotes believes, given the small number of customers expected to be served in total (fewer
than 10,000), shared resources, such as shared management staff, shared air and land
transportation, shared customer service staff and shared billing staff establishing a separate
business model would not be cost effective.
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Energy Probe Research Foundation - Interrogatory # 25

Reference.

Exhibit B1, Tab 1, Schedule 1, page 109 of DSP, Table 4-15

Interrogatory:

Please provide this table with net capital expenditures with 2017 data and compare actual to

budget spending.

Response.

The table below has been updated with 2017 data.

Table 4-15: Historical Net Capital Expenditures by Category

2013 2014 2015 2016 2017 2017 2017
Category Actual Actual Actual Actual Actual Budget Variance
System Access 122,909 30,765 42,407 69,913 23,184 23,184
System Renewal - Distribution 755,858 504,031 543,694 759,715 444,504 501,360 (56,856)
System Renewal - Generation 3,401,157 3,615,497 1,287,531 2,434,356 1,471,123 1,728,000 (256,877)
System Service - Distribution - - - -
System Service - Generation 456,184 (193,493) (18,768) 1,059,476 413,000 646,476
General Plant 690,724 677,492 472,718 914,193 525,355 1,085,000 (559,645)
Total 5,426,832 4,634,292 2,327,582 4,178,177 3,523,643 3,727,360 (203,717)
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Energy Probe Research Foundation - Interrogatory # 26

Reference:
Exhibit D1, Tab 1, Schedule 2, page 14

Interrogatory:
Preamble: Hydro One was planning on purchasing power from Cat Lake and Pikangikum in
2013, but that never occurred.

What happened to the money in 2013 that was budgeted for the cost of purchases related to those
communities? Did it flow back into the RRRP variance account?

Response.
As shown in Exhibit H, the costs and customer revenues budgeted to serve Cat Lake and

Pikangikum in 2013 was flowed back into the variance account. However, increases to budgeted
fuel and generation costs for existing customers offset those savings.
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Energy Probe Research Foundation - Interrogatory # 27

Reference.

Interrogatory:

Preamble: According to O. Reg. 197/17, First Nations Delivery Credit, “an on-reserve consumer
who is a member of a band within the meaning of the Indian Act (Canada) is eligible to receive a
delivery credit from a licensed distributor...”

a) Does this apply to Hydro One Remotes?

b) Does the Delivery Credit have any impact on Hydro One Remote’s revenue application?
c) If so, is there a threshold of revenue requirement that Hydro One Remote is supposed to
receive from customers (which will be funded from the Delivery Credit) versus that

which will come from the RRRP?

Response:
a) Yes. First Nation non Standard A residential customers living on reserve receive a credit

for the Monthly Service Charge.
b) No.

¢) No.
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Energy Probe Research Foundation - Interrogatory # 28

Reference:
Exhibit C1, Tab 1, Schedule 1; Exhibit C2, Tab 2, Schedule 1

Interrogatory:

a)

Starting with the EB-2012-0137 Board-Approved 2013 Rate Base of $41,091,000, and
Capital Expenditures of $6,135,000, please provide schedule that provides a
reconciliation to the continuity schedule at Exhibit C2-02-01Attachment 1

b) Provide a schedule that shows forecast and actual asset additions and associated opening
and closing Rate Base for the historic years 2013-2017. Reconcile to the Continuity
schedules at Exhibit C2-02-01Attachments 2-6, C2-04-01 and to the 2018 Rate Base
amount of $44,445,000 in C1, Tab 1, Schedule 1

c) If Capital Expenditures and In-service assets in 2018 and beyond are as stated in
evidence, “lumpy”, what does HORCI intend to do to ensure Rate base and rates reflect
actual In Service Assets?

d) Please discuss options including an In-Service Asset revenue requirement
deferral/variance account (similar to Hydro One Networks).

Response.

The Test Year accumulated depreciation in Table 1 of Exhibit C1, Tab 1, Schedule 1 is incorrect.
The revised table with the corrected accumulated depreciation is provided below.

Board Test
Description Approved Year

2013 2018
Gross Plant 60,084 71,866
Accumulated Depreciation (24,740) (30,108)
Net Plant 35,344 41,759
Cash Working Capital 5,746 3,761
Distribution Rate Base 41,090 45,519
S Change 4,429
% Change 11%
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a) The 2013 reconciliation is provided below.
2013 OEB Approved (SK)
Description Opening Additions [Retirements| Closing Rate Base
Gross Plant 58,973 7,486 (5,264) 61,195 60,084
Accumulated Depreciation (26,074) (2,596) 5,264 (23,406) (24,740)
Net Plant 32,899 4,890 - 37,789 35,344
Cash Working Capital 5,746
Distribution Rate Base 41,090
2013 Actual (SK)
Description Opening Additions [Retirements| Closing Rate Base
Gross Plant 54,790 9,204 (5,089) 58,905 56,848
Accumulated Depreciation (25,779) (2,563) 5,085 (23,257) (24,518)
Net Plant 29,011 6,641 (4) 35,648 32,330
Cash Working Capital 5,878
Distribution Rate Base 38,207
2013 Variance ($K)
Description Opening Additions [Retirements| Closing Rate Base
Gross Plant (4,183) 1,718 175 (2,290) (3,237)
Accumulated Depreciation 295 33 (179) 149 222
Net Plant (3,888) 1,751 (4) (2,141) (3,015)
Cash Working Capital 132
Distribution Rate Base (2,883)
Construction Work in Progress:
2013 (SK)
OEB Approved Actual Variance
Opening 2,739 7,250 (4,511)
Capital Spend 6,035 5,212 823
Assets Placed In service (7,386) (8,989) 1,603
Closing 1,388 3,473 (2,085)
Assets Placed in Service:
2013 (SK)
OEB Approved Actual Variance
From CWIP 7,386 8,989 (1,603)
Minor Fixed Assets 100 215 (115)
Closing 7,486 9,204 (1,718)

From 1-02-28 (a)

Response to I-02-28 (b) - Forecast vs Actual Asset Additions
Response to |-02-28 (b) - Forecast vs Actual Rate Base

Agrees to C2-02-01
Agrees to C2-02-01

and C2-04-01
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b) The 2013 reconciliation is provided in a).

The 2014 reconciliation is provided below.

2014 FORECAST per 2014 Business Plan (SK)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 63,677 6,894 (1,417) 69,154 66,416
Accumulated Depreciation (25,754) (3,004) 1,417 (27,341) (26,548)
Net Plant 37,923 3,890 - 41,813 39,868
Cash Working Capital 3,319
Distribution Rate Base 43,187
2014 Actual ($K)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 58,905 5,970 (1,274) 63,601 61,253
Accumulated Depreciation (23,257) (2,594) 1,263 (24,588) (23,923)
Net Plant 35,648 3,376 (11) 39,013 37,331
Cash Working Capital 3,445
Distribution Rate Base 40,776
2014 Variance (SK)
Description Opening Additions | Retirements| Closing Rate Base
Gross Plant (4,772) (924) 143 (5,553) (5,163)
Accumulated Depreciation 2,497 410 (154) 2,753 2,625
Net Plant (2,275) (514) (11) (2,800) (2,538)
Cash Working Capital 126
Distribution Rate Base (2,411)
Construction Work in Progress:
2014 ($K)
BP FORECAST Actual Variance
Opening 1,567 3,473 (1,906)
Capital Spend 6,634 4,447 2,187
Assets Placed In service (6,694) (5,782) (912)
Closing 1,507 2,138 (631)
Assets Placed in Service:
2014 ($K)
BP FORECAST Actual Variance
From CWIP 6,694 5,782 912
Minor Fixed Assets 200 188 12
Closing 6,894 5,970 924

Response to 1-02-28 (b) - Forecast vs Actual Asset Additions
Response to I-02-28 (b) - Forecast vs Actual Rate Base
Agrees to C2-02-01

Agrees to C2-02-01 and C2-04-01
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The 2015 reconciliation is provided below.

2015 FORECAST per 2015 Business Plan ($K)

Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 64,471 6,187 (1,256) 69,402 66,937
Accumulated Depreciation (24,545) (2,875) 1,256 (26,164) (25,355)
Net Plant 39,926 3,312 - 43,238 41,582
Cash Working Capital 3,725
Distribution Rate Base 45,307
2015 Actual (SK)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 63,601 3,278 (1,506) 65,373 64,487
Accumulated Depreciation (24,588) (2,711) 1,506 (25,793) (25,191)
Net Plant 39,013 567 - 39,580 39,297
Cash Working Capital 3,083
Distribution Rate Base 42,380
2015 Variance (SK)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant (870) (2,909) (250) (4,029) (2,450)
Accumulated Depreciation (43) 164 250 371 164
Net Plant (913) (2,745) - (3,658) (2,286)
Cash Working Capital (642)
Distribution Rate Base (2,927)
Construction Work in Progress:
2015 ($K)
BP FORECAST Actual Variance
Opening 1,497 2,138 (641)
Capital Spend 5,843 2,046 3,797
Assets Placed In service (5,972) (2,996) (2,976)
Closing 1,368 1,188 180
Assets Placed in Service:
2015 ($K)
BP FORECAST Actual Variance
From CWIP 5,972 2,996 2,976
Minor Fixed Assets 215 282 (67)
Closing 6,187 3,278 2,909

Response to 1-02-28 (b) - Forecast vs Actual Asset Additions
Response to 1-02-28 (b) - Forecast vs Actual Rate Base

Agrees to C2-02-01
Agrees to C2-02-01 and C2-04-01
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2016 FORECAST per 2016 Business Plan ($K)

Description Opening Additions [Retirements| Adjustment Closing Rate Base
Gross Plant 66,859 5,235 (1,212) 70,882 68,871
Accumulated Depreciation (26,378) (3,037) 1,212 (28,203) (27,291)
Net Plant 40,481 2,198 - 42,679 41,580
Cash Working Capital 3,794
Distribution Rate Base 45,374
2016 Actual ($K)
Description Opening Additions |Retirements| Adjustment Closing Rate Base
Gross Plant 65,373 4,656 (1,915) (582) 67,532 66,453
Accumulated Depreciation (25,793) (2,751) 1,914 (26,630) (26,212)
Net Plant 39,580 1,905 (1) (582) 40,902 40,241
Cash Working Capital 3,262
Distribution Rate Base 43,503
2016 Variance ($K)
Description Opening Additions [Retirements| Adjustment Closing Rate Base
Gross Plant (1,486) (579) (703) (582) 3,350 932
Accumulated Depreciation 585 286 702 - (1,573) (494)
Net Plant (901) (293) (1) (582) 1,777 438
Cash Working Capital (532)
Distribution Rate Base (94)
Construction Work in Progress:
2016 ($K)
BP FORECAST Actual Variance
Opening 1,049 1,188 (139)
Capital Spend 4,885 4,068 817
Assets Placed In service (5,060) (4,546) (514)
Closing 874 710 164
Assets Placed in Service:
2016 ($K)
BP FORECAST Actual Variance
From CWIP 5,060 4,546 514
Minor Fixed Assets 175 110 65
Closing 5,235 4,656 579

Response to I-02-28 (b) - Forecast vs Actual Asset Additions
Response to 1-02-28 (b) - Forecast vs Actual Rate Base

Agrees to C2-02-01

Agrees to C2-02-01 and C2-04-01



Filed: 2018-01-26
EB-2017-0051

Exhibit |
Tab 2
Schedule 28
Page 6 of 8
The 2017 reconciliation is provided below.
2017 COS Forecast (SK)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 67,532 3,606 (474) 70,664 69,098
Accumulated Depreciation (26,630) (2,877) 474 (29,033) (27,832)
Net Plant 40,902 729 - 41,631 41,267
Cash Working Capital 3,629
Distribution Rate Base 44,895
2017 Actual (SK)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant 67,532 2,094 (1,659) 67,967 67,750
Accumulated Depreciation (26,630) (2,848) 1,657 (27,821) (27,226)
Net Plant 40,902 (754) (2) 40,146 40,524
Cash Working Capital 3,327
Distribution Rate Base 43,851
2017 Variance ($K)
Description Opening Additions |Retirements| Closing Rate Base
Gross Plant - (1,512) (1,185) (2,697) (1,349)
Accumulated Depreciation - 29 1,183 1,212 606
Net Plant - (1,483) (2) (1,485) (743)
Cash Working Capital (301)
Distribution Rate Base (1,044)
Construction Work in Progress:
2017 (SK)
COS Forecast Actual Variance
Opening 710 710 -
Capital Spend 3,553 3,386 167
Assets Placed In service (3,431) (1,956) (1,475)
Closing 832 2,140 (1,308)
Assets Placed in Service:
2017 ($K)
COS Forecast Actual Variance
From CWIP 3,431 1,956 1,475
Minor Fixed Assets 175 138 37
Closing 3,606 2,094 1,512

Response to I-02-28 (b) - Forecast vs Actual Asset Additions
Response to I-02-28 (b) - Forecast vs Actual Rate Base

Agrees to C2-02-01
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The 2018 reconciliation is provided below.
2018 COS Forecast (SK)
Description Opening Additions [Retirements| Closing Rate Base
Gross Plant 70,664 3,197 (793) 73,068 71,866
Accumulated Depreciation (29,033) (2,942) 793 (31,182) (30,108)
Net Plant 41,631 255 - 41,886 41,759
Cash Working Capital 3,761
Distribution Rate Base 45,519
2018 Forecast with Opening Balance Adjustment (SK)
Description Opening Additions [Retirements| Closing Rate Base
Gross Plant 67,967 3,197 (793) 70,371 69,169
Accumulated Depreciation (27,821) (2,942) 793 (29,970) (28,896)
Net Plant 40,146 255 - 40,401 40,274
Cash Working Capital 3,761
Distribution Rate Base 44,034
2018 Variance ($K)
Description Opening Additions | Retirements| Closing Rate Base
Gross Plant (2,697) - - (2,697) (2,697)
Accumulated Depreciation 1,212 - - 1,212 1,212
Net Plant (1,485) - - (1,485) (1,485)
Cash Working Capital -
Distribution Rate Base (1,485)
Construction Work in Progress:
2018 ($K)
COS Forecast ADJ Forecast Variance
Opening 832 2,140 (1,308)
Capital Spend 3,060 3,060 -
Assets Placed In service (3,021) (3,021) -
Closing 871 2,179 (1,308)
Assets Placed in Service:
2018 ($K)
COS Forecast ADI Forecast | Variance
From CWIP 3,021 3,021 -
Minor Fixed Assets 176 176 -
Closing 3,197 3,197 -

From 1-02-28 b) - $44,445 per original filing, restated at $45,519
Response to I-02-28 (b) - Forecast vs Actual Asset Additions
Response to 1-02-28 (b) - Forecast vs Actual Rate Base

Agrees to C2-02-01

Agrees to C2-02-01 and C2-04-01
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c) Remotes conducts its operations under a cost recovery model applied to achieve an after-
tax breakeven operation result. Any differences between approved rate base and in-
service assets would not result in higher returns to Remotes.

d) Remotes believes that the RRRP variance account protects ratepayers from changes to the
capital program.
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Energy Probe Research Foundation - Interrogatory # 29

Reference:
Exhibit C1, Tab 2, Schedulel; EB-2017-0049 Exhibit C1,Tab 2, Schedule 1 Attachment 7

Interrogatory:

Preamble:

1)The Remotes’ overhead capitalization rate is a calculated percentage
representing the amount of Common Corporate Functions and Services (“CCFS”)
overhead costs that are required to support capital projects in a given year.

2) Shared Services Costs include Corporate Common Expenses

3) Hydro One Distribution in the second reference indicates

Hydro One proposes:

- Increasing 2015 OEB-approved Corporate Management expense by inflation from
$2.4 millionto $2.5 million in the 2018 test year plus recovery for $1.3 million in
costs associated with Hydro One’s Ombudsman;

- Decreasing ‘Other OM&A — Other Costs’ (page 33 of Exhibit C1, Tab 1, Schedule 7)
by $1.3 million to remove Long Term Incentive Plan (“LTIP”) costs related to the
CEO, CFO and CLO.

a) Have these adjustments been incorporated into Remotes’ 2018 CCFS costs
for capitalization and shared services?
b) If not please make the necessary adjustments

Response.
a) Hydro One Ombudsman costs and LTIP costs relating to the CEO, CFO and CLO were

not allocated to Remotes.

b) No adjustment is required.
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Energy Probe Research Foundation - Interrogatory # 30

Reference:
Exhibit D1, Tab 1, Schedule 2 Page 5 and Table 2

Interrogatory:

a) Please provide more detail on the major additions and costs of the Generation
Maintenance Program between 2013 and 2017.

b) Please Provide specific information on annual labour costs over the period

c) Please explain in more detail why the Generation Maintenance Program and costs is
increasing further in the Test Year (labour costs, higher achievement etc.).

Response.
a) The costs of the Generation Maintenance Program have both a planned and unplanned

component. Planned work is on generators and auxiliary equipment. The planned
component follows manufacturer maintenance guidelines for generator repair or
scheduled inspection and maintenance of auxiliary equipment.  The unplanned
component either fixes existing malfunctioning equipment outside of regular planned
maintenance components or makes unplanned improvements to existing equipment and
process as required by operations.

During the years 2013 — 2017, planned maintenance was performed on all engines as
prescribed by the manufacturer. Planned maintenance on auxiliary equipment includes
battery banks, cooling system checks, fire system checks, generator control panel checks,
secondary heating checks, ventilations system checks, bulk fuel tank checks and lifting
device checks.

Over the same period, unplanned work included replacing malfunctioning equipment
including variable speed motor drives on cooling and ventilation system, leak detection
equipment, bulk fuel level sensors, secondary heat piping replacement, battery
replacements, fire system replacements, SCADA computer and screen replacements, and
generator controls replacement. Other equipment modifications allowing for better
voltage regulation and generator synchronization and fuel filtering and metering
improvements were also done.
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b)
Generation Maintenance - Labour Costs (in $K)

Catedo Historic (Actual)
gory 2013 | 2014 | 2015 | 2016 | 2017
Labour Costs 4,634 5,413 4,341 4,824 4,630

c) The generation maintenance program costs are increasing in 2018 due to an increased
focus on safety improvements as well an increase on the maintenance of auxiliary
equipment and fuel tanks.
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Energy Probe Research Foundation - Interrogatory # 31

Reference:
Exhibit D1, Tab 1, Schedule 2 Pages 11-12

Interrogatory:

a) Please provide Table(s) that show for each historic and Bridge year 2013-17:
- Actual Fuel volumes delivered

- The Fuel Loss between Purchase and Utilization- Volume and % for each year.
- The average landed cost of the fuel $ and per unit for each year
- The breakdown of the fob Purchase Price and Delivery Costs.

b) Please provide unit delivery cost ranges per km for air delivery (56%) all-weather road
delivery (13%), winter road delivery (18%) and First Nation contracts (13%).
c) Please describe in more detail HORCI’s program for lowering fuel costs in 2018.

Response:
a) The table is provided below:
2013 2014 2015 2016 2017
Actual Actual Actual Actual Actual
Actual Volume Issued 17,284,327 17,516,627 17,491,683 17,360,821 17,307,991
Average Cost per load S 14,389 | S 16,678 | S 12,657 | $ 11,166 | S 13,603
Average per unit Cost S 147 | S 147 | S 132 S 135S 1.48

Even though metering, temperature and inventory measurement impacts fuel loss, the impact is
immaterial. All purchased fuel is essentially utilized in the year purchased, with only some
variances carried in inventory (i.e. inside the tanks) over the year end cut-off.

The breakdown of the fob Purchase Price and Delivery Costs are as follows:

e Variable commaodity price for each supplier are set semi-monthly (Winnipeg and Thunder
Bay Rack Rates are both used, depending on the supplier).

e Delivery includes Supplier Cap and Trade per litre costs.

e Distribution rates and profit margin are fixed yearly for air and road delivery (per litre
basis)

e Variable surcharge, or surcharge reductions, on distribution rates are tied to current fuel
commodity prices to ensure delivery rates (air and road) represent current market
conditions.

e Fixed total pricing for each supplier are set semi-monthly based on the average prior
month costing or the month end rack rate (depending on contract and supplier).
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e Variable rates for winter road deliveries for: full loads, 3/4 loads and 1/2 loads or less.

b) This metric is not tracked due to extensive unknown factors that include variable staging
areas, starting areas, load size, sub-contracted carriers, and unknown routes for winter roads.

In March 2017, examples of cost per litre range are listed below.

Delivery Type Range from Range to Period Covered
Air Delivery S 1415 2.79 Mar-17
All-weather Road Delivery S 0.89|S 1.04 Mar-17
Winter Road Delivery S 1.01|S 1.54 Mar-17
First Nation fixed contracts | $ 1.34 | S 2.40 (2017 WR Season

c) For 2018, Remotes is expecting the winter road fuel supplier to dedicate more trucks to
Remotes fuel needs. This will allow more fuel to be delivered to Remotes storage tanks.
As well, there is more likelihood that more fuel will be delivered to First Nation’s storage
tanks that Remotes utilizes under contractual agreements. Overall, this will increase road

delivery, resulting in a reduction in air delivery. This will lower the fuel costs.

An all-season road and bridge was constructed to North Caribou Lake in late 2017.
Therefore, more expensive fly-in fuel will no longer be required in 2018 and in future

years to this community.
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Energy Probe Research Foundation - Interrogatory # 32

Reference.

Exhibit D1, Tab 1, Schedule 3 Page 2

Interrogatory:

a) Please Provide a Table and a Chart showing details of the Forestry Program 2013-

2017(E) and 2018(F) including line kms serviced, annual costs and Unit costs.
b) Provide/include a projection for the outlook period 2019-2022.

Response:
a)
2013 2014 2015 2016 2017 2018 Test
Total Forestry -$ $ 313,313 S 391,893 |$ 548,524 |S 261,500 (S 134,393 |$ 457,000
Program/Planned Forestry $ 313,313 |S 391,893 |S 539,800 |S 244,956 |S 112,321
Short Term Forestry Assistance S S S 8,724 (S 16,544 |S 22,072
Program/Planned Forestry km's 96 81 73 32 31
Short Term Forestry Assistance km's 4 4 8
96 81 77 36 39
# Communities where Forestry Work was performed
Forestry Program 7 6 5 1 2
Short Term Forestry Assistance 2 2 4
Program/Planned Forestry km's - $/km 5 3,264 |5 4,838 |5 7395 |5 7,655 |5 3,623
Short Term Forestry Assistance km's -
S S $ 2,181 ([$ 4136 |S 2,759

$/km

* Due to a small, variable Forestry work program the per unit costs are a flawed measure.
Travel and logistical costs weigh heavily on our business operations.

b) The projection for the outlook period 2019-2022 is similar to the 2018 test year.
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Enerqy Probe Research Foundation - Interrogatory # 33

Reference.
Exhibit B1 DSP Figure 1-7; Exhibit D1, Tab 1, Schedule 5 Page 2

Interrogatory:

Preamble: Remotes therefore decided to continue to offer residential programs through an
application-based program, and to also offer its commercial customers separate application-
based programs. The move to application-based programs resulted in lower program spending
part way through 2015 and 2016 and is also reflected in the bridge and test years.

a) Please update DSP figure 1-7 for 2017

b) Please provide information on the 2018 Residential and Commercial application-based
CDM Programs, including budgets, Kwh targets and measures.

c) Please provide a summary of 2018 CDM Programs offered by IESO

d) Please provide a summary of the conservation programs offered by Federal Government

Response.:
a) Here is the updated DSP Figure 1-7

CDM Program Energy Savings

1,000,000
900,000 -
800,000 -
700,000 -
600,000 -~
500,000

400,000 -
300,000 -
200,000 -
oo i =

2012 2013 2014 2015 2016 2017
Year

Annual kWhs saved
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b) Please see attached for information related to our application-based CDM program. No
targets or measures have been established for 2018 CDM Programs. As indicated in
Exhibit D2, Tab 3, Schedule 3 (OMA Programs Table — Appendix 2-JC) the budgeted
amount for 2018 is $112,000.

¢) Remotes does not have this information.
The Conservation First Framework is related to a Directive to the OEB from the Minister
of Energy issued March 26, 2014. Paragraph 2(i) of the Minister’s Directive excludes
Remotes from the framework (see excerpt below).

2. Despite paragraph 1, the Board shall not amend the licence of any Distributor that
meets the conditions set out below:
I.  with the exception of embedded distributors, the Distributor is not connected to
the Independent Electricity System Operator ("IESO") - controlled grid; or
Il.  the Distributor's rates are not regulated by the Board.

Remotes also notes that the Minister has issued various directives to the IESO to establish
programs that are targeted to indigenous communities and to which the community itself

must apply.

d) Remotes does not have this information.
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HYDRO ONE REMOTE COMMUNITIES INC.
CONSERVATION AND RENEWABLE ENERGY (CaRE) PROGRAM INITIATIVES

Commercial Lighting Retrofit Program Introduction

This Program assists our customer’s with upgrades to lighting systems in existing buildings. Many
buildings still contain inefficient lighting systems which, depending on the use of the building can result in high
operating costs. Upgrading inefficient lighting can also assist in the reduction of greenhouse gas (GHG)
emissions within the community.

Hydro One Remote Communities Inc. (Remotes) will assist by providing a cash-back rebate UP TO 100% the
cost of fixtures and lamps required in order to perform a lighting retrofit in a building. All applications from
Remotes’ customers will be considered. Eligible buildings include all Standard A and/or Commercial Customers
as well as Multi-Residential Rentals.

Upon request, Remotes will conduct a lighting audit to determine what is currently in place and review energy
efficient upgrade options. Subsidy is based the Remotes’ preferred option. The preferred option is
determined by the cost of retrofit material vs. rate of recovery. Remotes will not consider retrofits that will
take longer than 3 years to recoup costs. Should a Customer prefer a more expensive retrofit where the rate
of recovery exceeds this period the Customer will be eligible for up to the subsidy limit (Remotes’ option)
only. The Customer will absorb any and all additional costs. For example, if Remotes’ option costs $10,000 in
materials and the customer’s preferred option is $15,000 the Customer will be reimbursed up to $10,000 and
you will be expected to absorb the extra $5000.

Remotes will cover 100% the cost of the lighting audit should the project be carried out. In the event that the
Customer does not proceed with the project after the assessment has been carried out or does not complete
the project within 12 months of receipt of material, the Customer will be billed for 50% of those audit costs.

Eligible Subsidy percentages are as follows:
% 50% rebate on all lamps and fixtures (interior and exterior) required for the lighting retrofit for Standard A
applicants

% 100% rebate on all lamps and fixtures (interior and exterior) required for the lighting retrofit for Multi-
Residential (Rentals) or Commercial Customers

Successful applicants will complete the following steps:

1. Send an email to Remotes providing the list of businesses to be audited, including the billing account number
and address.

2. Sign a letter of understanding, provided by Hydro One Remotes.

3. Once received, a lighting Auditor will contact the Customer directly to arrange for a lighting audit in the
approved buildings.

4. The lighting Auditor will provide Remotes with recommendations for improvements to lighting including
potential saving and cost of lighting. A summary will be shared with the Customer along with
recommendations illustrating Remotes’ preferred option and the proposed subsidy amount.

5. If still interested, the Customer will notify Remotes which buildings will move forward.

6. The Customer will then contact the lighting Auditor directly to order, ship and pay for all the required
equipment at the location of your choice.



7. The Customer will hire, make arrangements and pay for a licensed Electrician to install products in order to
satisfy the lighting retrofit.

8. The Customer or Electrician will make arrangements for an Electrical Safety Authority (ESA) inspection
ensuring the work meets the regulations for safety purposes. The Electrician can apply on the Customer’s
behalf if those arrangements have been made at the time of hire.

9. Once work is complete, the Customer will send Remotes the following information in order to receive a
rebate:

K/

+» Confirmation that installation is complete (letter from Electrician or ESA)
A copy of the inspection from ESA

K/

% A copy of the paid receipt from the lighting supplier for all material required for the retrofit

Disclaimers

1. Hydro One Remotes will only consider rebates on initial orders for material and not replacement costs. For example if material is
ordered and shipped to the Customer in advance of installation and in the meantime items require reordering because they have
been damaged, mismanaged, or misplaced Remotes will only consider a rebate on the initial order.

2. Remotes does not cover the cost of an Electrician or the ESA Inspection. This cost will be absorbed by the Customer.

3. Remotes will not consider projects where the business owner installs product by themselves unless they are a licensed
Electrician. However if the retrofit only requires changing of light bulbs without the replacement of fixtures an Electrician is not
required therefore and the ESA inspection is waived.

4. Remotes does not take responsibility for disposal of the old lamps or fixtures.

To apply for the Program or get more information contact RemotesCare@HydroOne.com




Street Lighting Retrofit Program Introduction

For the most part, current street lighting stock in the Hydro One Remote Communities territory are no longer
considered energy efficient to today’s standards. Most of the current stock contains Low Pressure Sodium
(LPS) and High Pressure Sodium (HPS) streetlights. There are products available today that are far more energy
efficient, offer better quality of light as well as a much longer lifespan than what has historically specified for
use. Remotes now recommends the use of Emitting Diode (LED) street lighting.

Remotes is prepared to assist our Customers who have existing LPS or HPS street lights to make this
transition to LED. Remotes is prepared to reimburse existing customers the differential cost of purchasing LED
replacement fixtures and lamps when changing out their older LPS or HPS systems. Remotes will work closely
with a community representative to coordinate the project and will also provide a detailed estimate illustrating
the benefits, kWh and cost savings over the life of their current and proposed street lights and a proposed
reimbursement amount.

The following items must be met by the successful applicant:

e |dentify a key individual to work closely with Remotes for the planning and coordinating the work;

e Provide enough supporting documentation in the form of price quotes and technical specifications for
the replacement of the existing street lighting stock, one for replacement of the same product and one
for an LED option, based on supplier recommendations;

e Identify all existing light fixtures, lamp sizes, wattages and types within the community in order for
Remotes to determine required upgrades;

e Absorb all project costs;

e Order and make ready all stock required for the installation work which will be performed by Remotes’ staff
and

e Assume responsibility and costs associated from inaccuracies within submitted information which may
result in delays or cost overruns because of incorrect amounts, specifications or sizing of proposed lighting
systems.

To apply for the Program or get more information contact Remotes Customer Service
RemotesCustomerService@HydroOne.com.



Remotes Mail-In Rebate Program

Under Separate Cover
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ENERGY STAR

Please fill out this application, enclose all required information and forward to the below address. Incom plete
applications will not be approved for Rebate. NOTE: You must be a customer of Hydro One Remote
Communities to be eligible for this Rebate Program.

CUSTOMER NAME: ACCOUNT #: 29
(This is the name and address the rebate cheque will be send to) (Located on your Hydro One Remote Communities Bill.
All Remotes’ Account Numbers start with 29)

MAILING ADDRESS AND/OR CUSTOMER HOUSE ID NUMBER / COMMUNITY NAME / and POSTAL CODE:

The following are Products eligible for Rebate:

Please fill in and provided required back-up information to all that apply. All products must be electric and
meet the specified requirements, see reverse page. Products are eligible for rebate up to 6 months after
purchase. Please allow 90 days from receipt of application for Reimbursement. Applications will be accepted
by Mail or Scanned and Emailed to the following: Remotes CDM Mail-in Rebates, c/o HYRDO ONE REMOTE
COMMUNITIES INC. 680 Beaverhall Place, Thunder Bay, ON, P7E 6G9 or Remotes.Care@HydroOne.com.
Note: Faxed Applications will NOT be accepted.

i Eligible Total
P M f;
roduct Quantity anufacturer Model # Nabika -
Energy Star Refrigerator $175
Energy Star Freezer S125
Energy Star Dishwasher $120
Energy Star Dehumidifier $45
Energy Star Washer $200
Energy Star Rated
= $10
Ceiling or Floor Fan
Energy Star Rated LED Light $3
Bulbs (12 watt or Less)
Energy Star Rated Clothes
Dryer $200
(928 kWh or less/yr as per EnerGuide label)
Energy Efficient Range $170
{500 kWh or less/yr as per EnerGuide label
Smart Power Bar N/A $a
{with Auto-Off or Timer)
Clothes Line N/A $15
{pole style with line or umbrella style)
Block Heater Timer N/A S3
Exterior Motion Sensor N/A S5
Interior Occupancy Sensor N/A S8
Programmable Thermostat N/A $8
{To be used for electric heat only)
Low-Flow Showerhead N/A 43
{1.5 LPM or less)
Faucet Aerator(s) N/A $1
{1.5 GPM or less)
Electric Hot Water Tank Blanket N/A $10
{R-10 or greater)
TOTAL REBATE AMOUNT REQUESTED

Revised 2017
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one INSTRUCTIONS & GUIDELINES

ENERGY STAR
The following guidelines assist you with your application by determining if your Energy Star/Energy Efficient
purchases are eligible for Rebate. All Rebate Applications will be reviewed upon arrival and approved based
on completeness and eligibility. Remotes will only respond to those applications that have been approved.

INFORMATION WILL NOT BE RETURNED TO THE CUSTOMER, THEREFORE DO NOT SEND ORIGINAL RECEIPTS.

Please allow 90 days for approval after receipt of application. Forward questions to the following email
address: Remotes.Care@HydroOne.com

BACK-UP INFORMATON: All Back-up information must accompany the application

e Provide copy of paid receipt for each item eligible for rebate

e Provide proof of Status for all Energy Star noted products (must have Energy Star Symbol)

e Provide proof of eligibility for following products as per the recommendations on application:
Dryers, Ranges, LED Exterior Bulbs, Programmable Thermostat, Low-Flow Shower Heads, Faucet Aerators,
and Electric tank blankets. Proof of eligibility may include: copy of manufactures specifications showing
Energy Star and/or EnerGuide labels, or copy of packaging showing that eligibility has been met.

All Appliances MUST BE ELECTRIC and meet the following minimum requirements:

Energy Star Rated Refrigerators Energy Star Rated Freezers

Auto defrost models only With or without auto defrost feature
Must be 14 cu.ft. or greater in size Chest or upright

With or without freezer Must be 10 cu.ft. or greater

Freezer may be located top, side or bottom

Energy Star Rated Washing Machine Energy Star Rated Dishwasher
Top or front load Built-in or Portable
Standard size only Standard size only

Energy Star Rated Dehumidifier
(A) capacity under 35 litres/day, or
(B) capacity 35.5 — 87.5 litres/day
Please specify on application

*** NEW*** Energy Star Rated Clothes Dryer
Top or front load
Standard size only

Energy Efficient Range

30” or greater

Self-Clean or not

Convection or Not

Any type cook top surface

Window in oven or not

Must have an energy consumption equal to or less than 500 kWh/year

Revised 2017
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Energy Probe Research Foundation - Interrogatory # 34

Reference:
Exhibit B1 DSP Figure 1-7; Exhibit D1, Tab 1, Schedule 5, Page 2

Interrogatory:

a)
b)

c)

Please provide references to any Studies that HORCI has made or has access to regarding
efficient lighting retrofit in Remote Communities.

Please provide in Tabular form, estimates, with supporting notes/calculations based on
the OEB/IESO CDM Manual:

- Total HORCI Service area Lighting Loads MWh

- Commercial Lighting Loads MWh

- Current penetration of Commercial Efficient Lighting (LED etc)

- Residential Lighting Loads MWh

- Potential MWh savings from efficient lighting. (Gross and Net of calculated increase in
residential electric heat load)

- Current estimated penetration of Residential efficient lighting (LED etc)

- Electricity Cost Savings potential (based on Avoided cost) at 10-80% penetration levels.
- Lighting retrofit costs at 10-80% penetration levels.

List in detail and discuss all barriers and necessary incentives to deployment of energy
efficient lighting in HORCI-serviced communities

Response.

a)

b)

Remotes prepared a discussion paper in 2013 to determine the available energy savings to
support their Street Lighting Retrofit Program. See attachment 1.

As discussed in 1-02-33 Remotes is not included in the OEB/IESO framework and does
not have the information to answer this question.

The Minister of Energy has established several programs through the IESO that offers
Remotes’” communities opportunities to build capacity in conservation and energy
generally. There are several barriers to the establishment of conservation programs
including the deployment of energy efficient lighting. The size of the communities and
lack of large chain stores means province-wide rebate programs are not generally
available to residents in Remote Communities. Because customers are largely residential,
there are few if any opportunities for commercial/industrial conservation. The
inaccessibility of the communities make it difficult to establish good exchange programs
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since shipment, removal and logistics are complex and costly. Housing stock is not built
to the provincial building code and some communities do not have adequate funding to
maintain the housing, making it difficult to set up programs related to the energy
efficiently when more urgent housing issues exist. Customers are economically
disadvantaged and may not have upfront capital to participate in programs (note that
Remotes customers may be eligible for the Green Ontario programs targeted to the low-
income customer segment to be established and delivered by the IESO). There are no
businesses within the communities that execute CDM programs including lighting
retrofits. Wide-spread knowledge and understanding of energy use and efficiency
remains a challenge. Community members would need to acquire the training and would
require ongoing support (office, tools, oversight, car) or external vendors would need to
be hired. In order for Remotes itself to deploy a successful efficient lighting program in
their service territory Remotes would need the following:
¢ Increased resources including staff to promote/work with to each community.
e Increased funding and resources to identify all potential projects in each
community.
e Increased funding to perform all the leg work, order all the required supplies and
hire vendors to install the lighting to ESA standards.
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Energy Probe Research Foundation - Interrogatory # 35

Reference.

D1, Tab 5, Schedule 1 Table 3 -Service Costs and Labour Rates

Interrogatory:

Preamble: The 2018 HORCI labour rate for a RC Technician is $169 plus expenses.

a) Please provide a Table and Chart showing the Board approved 2013 RCT labour rate and

estimates of the rates for 2014-2017.

b) Provide Total RCT costs including labour and expenses for each year and position this as

a percentage of Total Service costs.

c) Has Remotes’ benchmarked its costs, including labour rates to other Canadian Utilities
that service Remote Communities (e.g. BC Hydro/Fortis, Manitoba Hydro and Hydro
Quebec)? If so please provide copies/summary extracts of the benchmark studies.

d) If not, given the RRFE requirements for Benchmarking, will Remotes undertake such

Benchmarking Studies?

Response.
a) Remote Communities Technician Rate:
OEE Actual
Approved
2013 2014 2015 2016 2017
5184 5182 5175 5181 5181

b) D1, Tab 5, Schedule 1 Table 3 “Service Costs and Labour Rates” does not exist.

c) No. Remotes has not benchmarked its costs to other Canadian Utilities that service off-

grid communities.

d) The operating circumstances for each off-grid utility vary significantly by jurisdiction
and it is clear that costs would not be comparable. Benchmarking has been discussed by
the utilities but is generally agreed that it is of limited value given the significant
differences amongst utilities. Best practices are often exchanged throughout the year and
at the bi-annual Prime Power Diesel Inter Utility Conference (PPDIUC). By example, the
size, loads and customer count of communities vary, loads, assets in service, number of
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communities served, geographic dispersion, provincial legislation, accessibility (roads)
and provincial government supports for customers are not comparable. Other notable
differences include staffing and the ability to contract services, plant design, generation
type, renewables, and distribution complexity and distance. As a further example, Hydro
One Remotes is the only off-grid utility in Canada that flies in fuel within its regular
operations. The other notable influence is whether the organization’s structure is stand-
alone from its parent or fully or partially integrated. Based on these differences as well as
other Hydro One Remotes feels that benchmarking other off-grid utilities is of limited
value.
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VECC - Interrogatory # 1

Reference:
A-3-1 Page 8 Performance Management

Interrogatory:
a) With respect to improved project management, please explain the changes made over the past
five years to improve productivity.

Response.
a) Prior to 2013, projects were assigned to engineering staff. In 2013, Remotes created a

job to focus on project management. From this, Remotes has developed project
management processes for estimating, monitoring and reporting. The pre-planning
process, including the purchase of equipment for winter roads has also been improved,
leading to cost savings associated with transportation and to improvements in the timing
of project completion. These processes are now standard in Remotes’ business. We
continue to track and utilize Lessons Learned on projects and apply them to future
projects.
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VECC - Interrogatory # 2
Reference:
A-3-2 Revenue Deficiency
Interrogatory:
a) Please confirm the 2018 revenue deficiency.
b) Please provide the key drivers that make up the revenue deficiency.
Response.
a) Refer to Table 2 in Exhibit F1, Tab 1, Schedule 1, which provides the 2018 revenue
deficiency.

b) The key drivers that make up the revenue deficiency primarily relate to 1) inflation over
the past 5 years (RRRP has not changed since 2013), 2) increased generation
maintenance, primarily related to increased maintenance of auxiliary and plant systems,
which were found to be a leading cause of outages and 3) increased fuel costs associated
with higher prices and increased consumption.



VECC - Interrogatory # 3

Reference:
A-4-1 Attachment 3 Page 4

Interrogatory:

Preamble: Remotes’ evidence regarding Electricity Rebates & Programs indicates most Hydro
One Remotes customers were not aware of various electricity-related rebates and programs

available to them.
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a) Please describe the step Remotes has undertaken or plans to undertake to improve the
awareness of its customers of electricity-related rebates and programs including LEAP

and OSEP.

Response.
a) Please see the answer to 1-01-03.
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VECC - Interrogatory # 4

Reference:
A-5-1 Performance Management

Interrogatory:

a)

b)

d)

Page 3 Band/Tribal Council Meetings: The target for this initiative is to meet with the
Band or Tribal Council at least eight times per year. In 2016 and 2017, 13 and 17
meetings, respectively, were achieved. Please explain the need for additional meetings in
these years compared to the three previous years.

Page 5 Environmental Management System (“EMS”) Objectives and Achievements: The
target for acceptable performance is the completion of 80% of planned deliverables.
Please explain how the 80% was derived.

Page 5 Reducing Residential Arrears: Please provide the results for 2017 and the current
target. Please discuss if Remotes will be tracking this metric for the years 2018 to 2022.
If not, please explain.

Page 7 Health & Safety Mandatory Training: Please provide the data for 2017. Given the
trend for the metric is declining since 2013 please explain the rationale to drop this
metric.

Response.

a)

b)

The need for increased meeting with Band/Tribal councils has been driven by a notable
increased interest in renewable projects, independent power authority service discussion
related largely to the Watay project, and high impact customer related projects such as
upgrades.

The 80% is established based on the historical performance of meeting Environmental
Management System (“EMS”) Objectives and Achievements of our business since 2002.
On an annual basis this target is discussed and reviewed during the management review
as well as confirmed annually in early Q1 once Objectives and Achievements have been
finalized. The 20% shortfall allows for some flexibility for supervisors and managers to
effectively manage their programs, overall Objectives and Achievements, and allows for
changing needs and business requirements. Missed Objectives and Achievements, still
deemed relevant and applicable are carried over to the next year.
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c) Remotes experienced a 26% reduction in its total energy arrears for 2017. This metric is
no longer tracked as a result of the overall success in reducing the total energy arrears to
an acceptable level.

d) This metric is no longer tracked. Instead 2017 training focused on specific courses and
skill shortfalls identified, to ensure that priority training is performed and risks are
limited.
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VECC - Interrogatory # 5

Reference:
A-5-1 Page 9 Operational Excellence

Interrogatory:
a) Please explain how Remotes sets annual targets for its reliability performance.

b) Please provide the SAIDI and SAIFI targets for 2018 to 2022.

a) Remotes indicates that SAIDI performance in 2016 and 2017 reflects adjustments for
major events. Please provide the adjustments made for major events in 2016 and 2017.

Response:
a) Remotes sets its annual targets for reliability based on its five year historical

performance.

b) Based on historical results, The SAIDI and SAIFI targets including loss of supply for
2018 are:
SAIDI 11.26
SAIFI 13.24

c) SAIDI performance in 2016 was not adjusted for major events. Please see 1-02-12,
Attachment 1 MED for the internal scorecard adjustments made in 2015 and 2017.
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VECC - Interrogatory # 6

Reference:
A-5-1 Page 13 Major Project Milestones

Interrogatory:

Preamble: Remotes identifies the milestones of one major project a year and sets the timelines
and budget for the project accordingly. Remotes then monitors how well the project stays on
track according to these milestones and documents any deficiencies.

a) For each of the projects listed in Table 1, please provide the cost and schedule for each
milestone; budget versus actual to show how each project tracked to each milestone.

b) Please explain the nature of the efficiencies that have been introduced and realized in
subsequent projects and the resulting savings.

Response.
a)

Budget Actual

(in $K) (in $K)
2013 | Sandy Lake G3 1,624 1,431
2014 | Lansdowne House C 1,083 1,215
2015 | Fort Severn C 3,639 3,176
2016 | Bearskin B 1,515 1,226
2017 | Kingfisher B,C 5,700 5,646

Milestones were deliverable by date, not by budget.

Below is an example of the milestones from the Kingfisher Lake project.

Month Milestone
January 1. Preliminary estimate
2. Conceptual design
3. Long lead items ordered
4. Detailed Project Plan developed
March 5. Design substantially complete
6. BOM complete
June 7. Installation of C Unit
August 8. Commissioning of C Unit
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-26
9. Installation of transformers
September 10. Commissioning of transformers &
switchgear
November 11. Installation of B unit
December 12. Turnover meeting with Operations
and Maintenance
13. On Budget
January 14. Project completion
2018

b) The efficiencies include:

1)
2)
3)
4)
5)
6)

7)

better detailed project planning and staging;

better execution resulting from the more detailed plans;

more efficient procurement of materials, especially with long lead times;
efficiencies in shipping material, handling, storage and construction;

adopting more effective practices (i.e.the use of piers in place of concrete);
engineering designs that incorporate more readily available equipment for
erection; and

standardized drawing standards for generator controls has reduced design time.

The savings are in two places, the difference between the Actual and Budget and the
reduction in budget amounts as efficiencies become embedded in the business.
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VECC - Interrogatory # 7

Reference:
A-5-1 Attachment 1 Page 5

Interrogatory:
a) Please provide the updated scorecard for 2017 to reflect year end results.

Response.
a) Please see 1-02-13.
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VECC - Interrogatory # 8

A-5-2 Page 5 Reliability Performance

Interrogatory:

a) Please provide the SAIDI and SAIFI results for 2017.

b) Please provide CAIDI results for the years 2012 to 2017.
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c) Please provide the SAIDI and SAIFI results for the years 2013 to 2017 excluding Major

Event Days, Loss of Supply and Scheduled Outages.

Response.

a) Please see 1-02-12 Service Quality Indicators for the updated SAIDI and SAIFI results.

b) Remotes notes that it has not had any major event days using the IEEE standard.

CAIDI results per year are as follows:
2013 -
2014 -
2015 -
2016 —
2017 -

0.76
0.61
1.13
0.97
0.89

c) SAIDI and SAIFI excluding scheduled outages and loss of supply are as follows:

2013
2014
2015
2016
2017

SAIDI -1.52 SAIFI-1.31
SAIDI -3.67 SAIFI-2.47
SAIDI -6.21 SAIFI-2.86
SAIDI -5.00 SAIFI-2.58
SAIDI - 4.18 SAIFI-2.08
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VECC - Interrogatory # 9

Reference:
A-5-2 Reliability Performance Pages 9 to 19

Interrogatory:

a)

b)

For each of the years 2012 to 2017, please provide a breakdown of defective equipment
by sub-cause (equipment type) and show the contribution to number of customers
interrupted and customer hours of interruption for each defective equipment sub-cause.
Please confirm storm interruptions are recorded under the adverse weather cause code.
Please define the Adverse Environment cause code.

Please provide the total number of outages for each of the years 2012 to 2017.

Please confirm that every outage results in a customer interruption. If not, please explain
and provide the number of outages in part (d) that resulted in a customer interruption.

Response.

a)

b)

Defective equipment by sub-cause (equipment type) is not tracked, so a breakdown
cannot be provided.

Confirmed. Adverse weather includes customer interruptions resulting storm events
excluding outages associated with lightning or tree contacts.

The Adverse Environment Code includes customer interruptions due to distributor
equipment being subject to abnormal environments, such as salt spray, industrial
contamination, humidity, corrosion, vibration, fire or flowing. Remotes includes house
fires in this category, as there are limited fire-fighting resources in its communities, and
operators generally need to take a community-wide generation outage to disconnect the
electricity service and make conditions safe for emergency responders as operators are
not qualified to disconnect live services. Both the initial outage (the fire) and the response
(community-wide outage) are mapped to the Adverse Environment Code.
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d)

Total outages including loss of supply by year are as follows:
2012 - 291
2013 — 342
2014 - 290
2015 -250
2016 — 293
2017 - 259

Yes. Each outage results in a customer interruption. Outages of less than one minute are
excluded.
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VECC - Interrogatory # 10

Reference:

A-7-2 Page 5

Interrogatory:

a) Please provide a list and description of all audits undertaken since 2013 related to
Remotes.

b) Please provide a list and description of planned audits related to Remotes.

Response.
a) On the health, safety and environment side, Remotes has had an integrated management

system in place since 2006 in which annual compliance and system audits are conducted
and evaluated and compared to ISO and OHSAS standards by an external registrar.

Relating to financial results, the Internal Control Certification Team tests controls for the
month end close reporting process for Remotes. They started testing controls for the
Remotes LAR provision process in 2017. This is an ongoing process and will continue
into 2018 and beyond.

b) Refer to response a).
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VECC - Interrogatory # 11

Reference:
A-7-4 Page 3

Interrogatory:
a) Please provide the number of Interim Review of Variance (IROV) prepared for each of the
years 2013 to 2017.

b) Please provide the total cost variance and schedule variance associated with the all of IROVs
(amended business cases) for each of the years 2013 to 2017.

c) Please provide the number of projects cancelled per year for each of the years 2013 to 2017.

Response.
a) Remotes had a total of 21 Interim Review of Variances (IROV’s) for the years 2013 to

2017, of which 13 related to a schedule change and 8 related to a cost variance. The
majority of the schedule changes relate to projects that are contingent on receipt of funds

from INAC.
Year # of IROV's
2013 5
2014 10
2015 2
2016 2
2017 2
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b)
Interim Review of Variance’s 2013-2017
Agreed In{ Current
Project Scope Cost Service | In-Service

Year Number Description Cost | Schedule |change | Variance Date Date
2013 700013132[Weagmow Tank Farm X Nov-12 May-13
2013 | RMGCA5003|Kasabonika Wind Turbine Installati X X X 317,000 Aug-12 Jul-13
2013 700013000(Scada & PLC X X X 195,000 Feb-12 Jun-13
2013 700009232|BTL Windmill Refurbishment X Oct-13 Nov-14
2013 700009567 [Hillsport Tank Farm Improvements| X X X 147,000 Aug-13 Jun-14
2014 700018532 |Bearskin Water Well X Sep-13 Sep-14
2014 700018394 |Weagamow Garage X Oct-13 Oct-14
2014 700019915|Bisco Water Well X Dec-13 Sep-14
2014 | RMGCAG6012|Fort Severn DGS Upgrade X Mar-13 Dec-20
2014 | RMGCAG6013|Big Trout Lake DGS Upgrade X Mar-13 Dec-20
2014 | RMGCA6007|Weagamow DGS Upgrade X Dec-13 Dec-20
2014 | RMGCA6014|Kasabonika Lake DGS Upgrade X X 246,000 Jan-12 Mar-15
2014 700022793 Fort Severn Garage X Sep-14 Oct-15
2014 700018394 [Weagamow Garage X Oct-14 Oct-15
2014 700018625|Bisco Drawing Conversion X X 285,000 Dec-13 Nov-14
2015 700023033(Sultan Hydel Rebuild X X 30,000 Oct-14 Jun-15
2015 700023033 |Sultan Hydel Rebuild X X 225,000 Jun-15 Oct-15
2016 RMGCA6007|Weagamow DGS Upgrade X X X 1,676,000 Dec-20 Feb-17
2016 700022793|Fort Severn Garage X Oct-15 Oct-17
2017 700009805|Kingfisher Lake Upgrade X Sep-17 Feb-18
2017 700032368 |Kingfisher Garage X Nov-17 Sep-18

c) There were no projects cancelled during 2013-2017. When INAC funding is available,
Remotes defers projects, instead of cancelling them. Those projects will then fall into the
bucket of change in completion dates.
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VECC - Interrogatory # 12

B1-1-1 Page 11

Interrogatory:

a) Please explain the steps Remotes undertook to respond to limited interest in each of the
following CDM programs and how the decision to discontinue the program was made:
Community Conservation Pilot Program, Energy Conservation Youth Camps,
Community Conservation Competitions, Commercial Lighting Retrofit and Rebate-
Fridge Round-up.

Response.

a) Community Conservation Program — In the effort to drive interest, Remotes heavily

promoted this program for a number of years by:

Sending letters to Chief and Council on a yearly basis reminding them of the
program, its availability and its benefits to the community

Meeting with community leadership specifically to discuss this program
Presenting whenever possible at various conferences

Attending tradeshows and speaking to leadership as well as community members
Engaging other groups such as Tribal councils to assist with the promoting the
program

Publishing articles in various newsletters, newspapers and bill inserts
Piggybacked on programs offered by the OPA/IESO

Additionally Remotes supported the program by:

Spending one on one time with participating communities on a regular basis in
order to engage with community members.

Train energy advisors and follow-up with them on a weekly basis.

Discuss progress or concerns with community leadership as required.

Engage outside agencies when possible to help support participating communities.
Fund all aspects of the program including wages and required products.

Energy Conservation Youth Camps - In the effort to drive interest, Remotes heavily

promoted this program for a number of years by:
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Sending letters to Chief and Council on a yearly basis reminding them of the
program, its availability and its benefits to the community

Meeting with community leadership specifically to discuss this program
Presenting whenever possible at various conferences

Attending tradeshows and speaking to leadership as well as community members
Engaging other groups such as Tribal councils to assist with the promoting the
program

Publishing articles in various newsletters, newspapers and bill inserts

Developing a partnership with a well-known and respected Children’s
Educational Group to promote and deliver the program

Worked specifically with same group to develop Remotes specific curriculum
Personally worked with all groups to ensure arrangements have been made and
paid for even when participating communities did not live up to their obligations.
Visited community during each event to ensure the program meets our
deliverables and get feedback from the teachers, participants and community
leaders.

Community Conservation Competitions — Note In the effort to drive interest, Remotes

heavily promoted this program for a number of years by:

Sending letters to Chief and Council on a yearly basis reminding them of the
program, its availability and its benefits to the community

Meeting with community leadership specifically to discuss this program
Presenting whenever possible at various conferences

Attending tradeshows and speaking to leadership as well as community members
Engaging other groups such as Tribal councils to assist with the promoting the
program

Publishing articles in various newsletters, newspapers and bill inserts
Communicated on a regular basis the status of the results, promoting
accomplishments and encouraging more engagement as required.

Note this program was primarily promoted to those actively participating or that had
participated in the Community Conservation Program. Only one community participated.

The decision to discontinue the above programs was made due to limited interest/uptake
by communities and because communities indicated a preference to work on renewable
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energy projects, which were seen to have a more direct benefit and which also dovetailed
with programs initiated by the IESO and NRCan/INAC on community energy planning.
Commercial Lighting Retrofit — Note that Remotes promoted this program in the
beginning as noted above. In the effort to continue driving interest, Remotes continues to
promote this program by:
e Sending letters to Chief and Council on a yearly basis reminding them of the
program, its availability and its benefits to the community
e Meeting with community leadership specifically to discuss this program when the
opportunity is presented or requested
e Engaging other groups such as Tribal councils to assist with the promoting the
program
e Encourages communities to tap into this program with doing other projects in the
community as a positive add on.
e When engaged by a customer to Remotes works closely to assist in the collection
of data, data analysis, dialogue with suppliers, electricians etc. and advice for
product selection.

Rebate-Fridge Round-up — Note this program was initially created in partnership with the
Northwest Company. The Round-up portion had to be in partnership between the
NWCo. as well as the participating community. Not all communities had a good working
relationship with the NWCo and the NWCo stopped promoting due to lack of volume,
making it not cost effective for them.

As a result, Remotes reworked the rebate portion of the program which in now called the
Mail-In Rebate. Remotes became an Energy Star member and actively promotes the
Energy Star brand as part of the programs. Additional to these Remotes continues to
promote this program as with the others. Once or twice a year Remotes also heavily
promotes the program through bill inserts including an application for and instructions to
participate.

This year Remotes has plans to Promote Energy Star day using this program as a tool.
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VECC - Interrogatory # 13

Reference:
B-1-1 Page 12

Interrogatory:

a) Figure 1-7 shows the CDM savings for the years 2012 to 2015. Please explain the higher
CDM savings in 2014. Please provide the CDM savings in 2016 and 2017.

Response.
a) There was a spike in 2014 because of a long and focussed effort to promote the program

to communities and Band Councils throughout 2012 and 2013. In 2015, a similar
program was offered by the IESO/OPA and it became difficult to attract communities to
participate in Remotes’ program. Please see 1-02-33 for information on CDM savings in
2016 and 2017.
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VECC - Interrogatory # 14

Reference.

Interrogatory:

a)

b)

9)

h)

Page 20 Table 2-4: The cost savings commence in 2013 for four initiatives and 2015
for the fifth initiative. Are there any new cost saving initiatives in 2018?

Page 24 Resource Availability: Please provide the percentage of the capital plan
undertaken by internal resources versus external resources for each of the years 2013
to 2017 and the forecast for 2018.

Please discuss if there are costs savings associated with utilizing external resources
compared to internal resources and provide the percentage savings.

Page 24: Please provide the percentage of the capital budget that was executed as
planned for each of the years 2013 to 2017.

Page 67 Figure 3-5 Asset Condition Assessment: Please provide a schedule that
quantifies the number of assets in very poor, poor, fair, good, and very good condition
by asset type.

Please provide a schedule that sets out the asset categories, the population of each
asset category and the quantity of each asset type proposed for replacement for each
of the years 2018 to 2022.

Page 70 Table 3-7 Forecast Engine Hours: For each of the generation units listed,
please provide the threshold/limit of the number of hours that each unit is expected to
operate.

Page 102: From Remotes perspective, please explain why 32% of customers are
unsure about ways to improve service to customers.
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Response.
a) There are no further costs savings anticipated in 2018.

b) Capital Plan completion:

Actual Plan
2013 2014 2015 2016 2017 2018
Internal - Regular Employees 49.8%| 56.1%| 59.8%| 624%| 57.0%| 57.0%
External - Casual 50.2%| 43.9%| 402%| 37.6%| 43.0%| 43.0%

c) Yes, there cost savings associated with using operators and meter readers from the local
communities instead of internal resources. Those cost savings are provided in Appendix
A.

d) Percentage of capital budget executed as planned:

2013 2014 2015 2016 2017
|Gross Capital 70.3% 70.8% 112.1% 105.8% 82.5%

e) Please refer to DSP pages 67-82 for a breakdown number of assets in very poor, poor,
fair, good, and very good condition by asset type. They are summarized in each section

by asset type.
f) Table 0-1: Summary of the ACA for Poles
Replace Within 5 No Replacement
Years Within 5 Years
115 3,871

*115 poles are planned to be replaced over the next 5 years.

Table 0-2: Summary of the ACA Results for Distribution Transformers

P F G
79 181 597 248 33
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* Distribution Transformers are replaced on an as required basis. The ACA above reflects
asset age. However, all transformers remain in service if they continue to operate as

intended.
Diesel Hydroelectric | Wind Station
Generators Generators Turbines Transformers
(59) (3) (4) (47)
2018 0 0 0 0
2019 1 0 0 0
2020 2 0 0 0
2021 5 0 0 0
2022 1 0 0 0
g) Threshold/Limit for Unit Operation Hours:
Replace at
(hrs)
ARMSTRONG A | 60000
ARMSTRONG B | 60000
ARMSTRONG C | 60000
BEARSKIN A | 60000
BEARSKIN B | 60000
BEARSKIN C | 126000
BIG TROUT A | 60000
BIG TROUT B | 60000
BIG TROUT C |126000
BIG TROUT T1 | 60000
BISCOTASING | A | 60000
BISCOTASING | B | 60000
BISCOTASING | C | 60000
DEER LAKE A |126000
DEER LAKE B | 60000
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DEER LAKE C | 60000
FORT SEVERN | A |126000
FORT SEVERN | B | 60000
FORT SEVERN | C |126000

GULL BAY A | 60000
GULL BAY B | 60000
GULL BAY C | 60000

HILLSPORT A | 60000

HILLSPORT B | 60000
KASABONIKA | A [126000
KASABONIKA | B 126000
KASABONIKA | C | 60000

KINGFISHER | A | 60000
KINGFISHER B [126000
KINGFISHER C | 60000
LANSDOWNE | A | 60000
LANSDOWNE | C | 60000
LANSDOWNE | D |126000
MARTEN FALLS | A [126000
MARTEN FALLS | B | 60000
MARTEN FALLS | C | 60000
OBA A | 60000

OBA B | 60000

OBA C | 60000
SACHIGO A | 60000
SACHIGO B | 60000
SACHIGO C 1126000
SANDY LAKE |[G1126000
SANDY LAKE |[G2126000
SANDY LAKE |[G3][126000
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SANDY LAKE |G4|126000
SULTAN A | 60000
SULTAN B | 60000
WAPEKEKA A | 126000
WAPEKEKA B | 60000
WAPEKEKA C | 60000
WEAGAMOW | A | 60000
WEAGAMOW B | 60000
WEAGAMOW | C | 60000
WEBEQUIE G1| 60000
WEBEQUIE (G21126000
WEBEQUIE (G3|126000

h) The question about service improvement is an open-ended question to see what particular
service improvements matter to customers that may not be covered off by other
questions. Remotes assumes that customers may feel their views are reflected in their
previous responses.
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Appendix A: Total Cost Savings and %

Table - Total Cost Savings and %

Historical ($)

Forecast ($)

Cost Savings 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Costs - External Resources 1,373,355 | 1,378955 | 1,447,666 | 1,424,998 | 1,464,483 1,464,812 1,465,314 1,501,870 1,502,254 1,502,798
Costs - Internal Resources 11,224,158 | 12,079,070 | 12,301,066 | 12,644,049 | 12,597,833 | 12,676,234 | 12,755,418 | 12,835,395 | 12,916,171 | 12,997,754
Total Cost Savings 9,850,804 |10,700,115 |10,853,400 (11,219,052 |11,133,350 | 11,211,422 | 11,290,105 | 11,333,525 | 11,413,917 | 11,494,956
% of Total Cost Savings 717% 776% 750% 787% 760% 765% 770% 755% 760% 765%
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VECC - Interrogatory # 15

Reference:
B1-1-1 Appendix A

Interrogatory:
a) Please provide a priority ranking for each material investment in 2018.

Response:
a) The priority ranking for each material investment in 2018 is:
Priority

New Customer Connections & Service Upgrades 2
Distribution System Improvements 9
Big Trout Lake A Generator Replacement 4
Generator Overhauls 1
Diesel Plant Civil Improvements 7
SCADA & PLC Replacements 5
Big Trout Lake and Wapekeka Connection and Upgrade 3
Sandy Lake Upgrade 6
Weagamow DGS Upgrade 8
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VECC - Interrogatory # 16

Reference:
C1-1-1 Page 3 Table 2

Interrogatory:
a) Please provide the budget versus actual in-service additions for the years 2016 to 2017.

Response.
a) In-service additions (in $K):
2016 2017
Budget $5,900 $3,606
Actual $4,656 | $2,094
Variance -$1,244 | -$1,512
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VECC - Interrogatory # 17

Reference:
D1-1-2 Generation OM&A

Interrogatory:

a)

Table 1: Please provide a breakdown of Generation Maintenance between planned and
unplanned maintenance.

b) Please provide the number of trouble reports for the years 2013 to 2017 and forecast for
2018.

c) Please provide the number and type of equipment or component failures for the years
2013 to 2017 and forecast for 2018.

d) Please explain the maintenance cycles of diesel engines, plant and auxiliary systems,
buildings and tank farms and renewable energy and provide the number of units
maintained under each category.

e) Please explain why higher maintenance of engines, auxiliary and plant systems and
renewable energy maintenance is required in 2018 compared to other years.

Response.
a)
Generation Maintenance (in $K)
Board S .
Category Approved Historic (Actual) Bridge Test
2013 2013 2014 2015 2016 2017 2018
Planned 4,826 6,971 8,614 7,499 8,138 9,761 9,972
Maintenance
Unplanned 1,187 1,677 1,318 1,111 1,436 1,631 1,668
Maintenance
Total 6,012 8,648 9,932 8,610 9,574 11,392 11,640
b) Trouble is reported from a wide number of sources, operators, field staff, outage

reporting on the SCADA and at weekly trade meetings. Generation Maintenance does not
currently have a single integrated data base to track the number of trouble reports per
year.
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c)

d)

A variety of auxiliary equipment was replaced over the time period 2013 -2017. There
are both planned replacements and unplanned replacements. Component failures are
predominately unplanned activities. The unplanned work is primarily replacing
malfunctioning equipment including variable speed motor drives on cooling and
ventilation system, leak detection equipment, bulk fuel level sensors, secondary heat
piping replacement, battery replacements, fire system replacements, SCADA computer
and screen replacements, generator breaker replacements, primary coolant hoses,
secondary coolant pumps, exhaust mufflers, manual and automatic valves, fuel system
controls and generator controls replacement. Other equipment modifications allowing for
better voltage regulation and generator synchronization and fuel filtering and metering
improvements was also done under unplanned work. Exact quantities of items replaced
are not tracked and available. The forecast for 2018 is based on historic levels of failures
in auxiliary equipment.

Generator maintenance follows the manufactures’ recommendations based on Operated
Hours. Maintenance is performed at hourly intervals of 500 hours. The procedure
performed is determined by the total Operated Hours since new or the last major
overhaul. There are 59 diesel generators.

Station auxiliary systems are checked annually; however a few systems are checked on a
semi-annual basis (i.e. Shoulderblade Falls, fire systems). There are 20 stations.

Tank farms and renewable generation is maintained annually. There are 19 tank farms
and 4 sites have renewable generation (2 wind and 2 hydro-electric). The 20 stations
buildings are annually inspected and maintained as required.

Higher maintenance of engines will result from specific engines proving to require more
periodic adjustment than was expected. Auxiliary and plant systems have increased costs
due to failing and aging SCADA/PLC equipment, bulk tank level sensors and generator
controls. Additional renewable energy maintenance is required in 2018 compared to
other years due to work on failed governor controls.
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VECC - Interrogatory # 18
Reference:
D1-1-2 Page 11 Table 5 Total Cost of Fuel
Interrogatory:
a) Please provide Table 5 for the years 2013 to 2017.
Response.
a) Table 5 is provided below.
Table 5
Total Cost of Fuel
Board . . .
Category Approved Historic (Actual) Bridge Test
2013 2013 2014 2015 2016 2017 2017 2018

Fuel Efficiency (kWh/litre) 3.56 3.61 3.62 3.44 3.56 3.58 3.41 3.42
Total litres of fuel issued (in KL) 15,668 17,284 17,517 17,492 17,361 17,308 18,038 18,203
Average delivered cost per litre ($) $1.536 $1.479 $1.477 $1.329 $1.363 $1.485 $1.468 $1.516
Total Cost of Fuel (in $K) $24,067 $25,568 $25,869 $23,250 $23,669 $25,695 $26,485 $27,600




(S I

© 0 N o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 3

Schedule 19

Page 1 of 3

VECC - Interrogatory # 19

Reference.

D1-1-3 Distribution OM&A

Interrogatory:

a)

b)

9)

h)

Table 1: Please provide a further breakdown of Distribution Maintenance costs (2013 to
2018) that includes but is not limited to the following categories: planned maintenance,
unplanned maintenance, trouble calls and metering.

Please explain the increase in Distribution Maintenance costs in 2018 compared to 2016.

Please provide the number of trouble calls for each of the years 2013 to 2017 and the
forecast for 2018.

Please provide the forestry and right-of-way maintenance budget versus actual costs for
the years 2013 to 2017 and provide the unit accomplishments per year.

Please provide the forestry and right-of-way maintenance budget for 2018 and the
forecast unit accomplishments.

Please provide a summary of the planned maintenance activities, units maintained and the
corresponding cycles.

Please provide the type and number of equipment failures for each of the years 2013 to
2017.

Please explain the increase in higher planned forestry activities in 2017.
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Response.
a) The table is provided below:
Table 1
Distribution Maintenance in OM&A (in $K)

Category Afpc:’?):/c:e d Historic (Actual) Bridge Test

2013 2013 2014 2015 2016 2017 2017 2018
Trouble Response 818 402 462 613 546 534 510 533
Distribution Minor Maintenance 571 598 805 895 861 800 928 969
Forestry Services 1,174 313 392 549 262 134 448 457
Metering X 116 95 135 160 112 109 122 128
Other 0 -9 5 -1 -1 -7 0 0
Distribution Maintenance 2,679 1,399 1,799 2,216 1,780 1,570 2,008 2,087

b)

The increase for 2016 to 2018 for Distribution Maintenance is broken down in the above
chart. Notable variances include the increase in distribution minor maintenance and
forestry services.

Trouble calls relating to distribution outages range from 90 to 158, average 116 over the
period noted. Partial power outages and trouble calls assisting generation related outages
are not included. In 2018, we would expect similar trouble calls as the previous periods.

Please refer to IR # 1-02-32.
Please refer to IR # 1-02-32.

Planned maintenance includes corrective and preventative line maintenance. The
Distribution System Code requires that all local distribution companies patrol their
distribution lines on a five-year cycle, to identify structural problems, damaged
equipment and components that may cause a power interruption, as well as any hazards
such as leaning poles, damaged equipment enclosures and vandalism. Preventative
maintenance includes maintenance that is primarily cyclical in nature, including
maintenance of equipment (load brake switches, electronic switches), as a means of
reducing unplanned outages. Planned maintenance also reflects corrective and
preventative line maintenance as identified during off-cycle patrols, trouble calls,
operators, customers or 22/04. Many smaller and less critical components do not have
scheduled or planned cycles, and are fixed or replaced when required. Air brake and viper
switches are maintained on a three-year cycle.
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g) The number and type of equipment failures are not tracked.

h) The higher planned forestry activities in 2017 reflects a proposed return to historical
levels in an effort to address the 2015 and 2016 forestry work not performed.
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VECC - Interrogatory # 20

Reference:
D1-1-3 Page 2

Interrogatory:
Preamble: Remotes indicates that unplanned maintenance is reactive due to external factors such
as storms, variability in equipment deterioration and random equipment failures.

a) Please confirm the cost to repair equipment/component failures is part of the capital
budget.

b) Does Remotes track when unplanned maintenance is undertaken on each asset within its
data management systems?

Response.
a) Items that are repaired or replaced due to equipment/component failures are part of the

capital budget, provided the existing capitalization thresholds and rules have been met.

b) No. Hydro One Remotes does not track O&M spending at the asset level.
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Reference.

D1-1-4 Customer Care OM&A

Interrogatory:

a) Please explain the increase in Customer Care costs in 2018.

Response.

VECC - Interrogatory # 21
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a) The cost increase noted is inflationary related to increased flight costs required for
collections, unionized labour costs and contracted meter reading costs. As well, the
number of customers served by Remotes continues to
improvements in the customer care program are also necessary in order to maintain our
high customer satisfaction levels. Forecasted amounts are in-line with previous years.

increase.

Incremental

Board . i
Historic (Actuals) Bridge Test
Category Approved
2013 2013 2014 2015 2016 2017 2018
Customer Care 1,855 2,844 1,906 1,733 1,897 1,857 1,939
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VECC - Interrogatory # 22

Reference:
D1-5-1 Page 3

Interrogatory:

a) With respect to payroll obligations, please explain how the overtime component within
payroll obligations is derived.

b) In the Technician example provided, please provide the $ amount of overtime included and
show how it is derived.

c) Please explain how Remotes determines its annual overtime budget and how actuals are
tracked.

Response.

a)

b)

No overtime is included in the payroll obligations shown in D1-05-01, Table 1.
When overtime is worked, a higher Remotes Communities Technician Rate is charged
out to allocate the additional wages paid.

The payroll obligations for Remote Communities Technician ($70) do not include an
overtime component.

The annual overtime budget is determined through the business planning process.
Overtime is planned to make the best use of staff when they are on site. Transportation
costs from flying back and forth to site are more costly than overtime. Departmental
managers are consulted to provide an estimate of their staffing needs including overtime
hours. The budget for overtime hours is based on a review of historical data and adjusted
for the upcoming work plan. Reports on actual overtime worked are prepared by Finance
and reviewed by management on a monthly basis.
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VECC - Interrogatory # 23

Reference:
D1-5-1 Page 4

Interrogatory:
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a) Please show the calculation of the 2018 Non-Labour Administration Costs ($13) that is

based on historical trends and other factors.

b) Please show the calculation of the 2018 Non-Project, Administration and Support

Services Labour ($81) that is based on historical trends and current company initiatives.

Response.

a) Calculation of administrative non-labour component in Remote Communities Technician
(RCT) rate:
Administrative Non-Labour Costs 5627,965 (a)
Estimated RCT Direct Labour Hours 47,135 (b)
Administrative Non-Labour Cost / Hr 513 {(a) / (b)

b) Calculation of 2018 non-project, administration and support services labour:

All Labour Costs included in RCT Rate 57,112,570 (a)
Estimated RCT Direct Labour Hours 47,195 (b)

Total Labour Costs/Hr 5151 (c)=(a)f (b)
RCT Payroll Obligations 570| from below (f)
Non-Project, Administration, Management and Support Services Labour 581 (c) - (f)
Estimated RCT Labour Costs 54,638,623 (d)
Estimated RCT Hours Worked 65,995 (e)

RCT Payroll Obligations f Hr 570 (f)=(d) ()
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VECC - Interrogatory # 24

Reference.
Ex D1-3-1

Interrogatory:
a) Page 1: Please provide the percentage of work performed by regular resources.

b) Page 2: Please provide the number of eligible retirements and actual retirements for the
years 2013 t0 2017 and the forecast for 2018.

Response.
a) Percentage of total hours worked:

2013 2014 2015 2016 2017
Regular 78.9% 77.6% 79.5% 80.2% 78.9%
Casual 21.1% 22.4% 20.5% 19.8% 21.1%

b) The table is provided below. Eligible retirees include all individuals eligible for early or

normal retirement. The 2018 forecast is undetermined at this time.

ACTUAL PLAN
2013 2014 2015 2016 2017 2018
Employees Eligible to Retire 10 7 8 11 11 14
Retirements 3 1 0 2 2
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Reference.
Ex D2-3-2

Interrogatory:

VECC - Interrogatory # 25
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a) Please add a column to the table to show Last Rebasing Year 2013 Board Approved.

Response.

a) The table is provided below.

Appendix 2-JB
Recoverable OM&A Cost Driver Table

Last Rebasing 2017 Brid

OM&A BA-2013 Year (2013 | 2014 Actuals | 2015 Actuals | 2016 Actuals v "99€ 12018 Test Year
Actuals) ear

Reporting Basis USGAAP USGAAP USGAAP USGAAP USGAAP USGAAP USGAAP
Opening Balance S 43,483 | $ 45,212 | $ 45,939 | $ 41,113 | $ 43,497 | $ 48,385
Generation Operations
Sustainment Projects - Operations S 3,477 |-$ 326 [-$ 1S 222 |-$ 53]S 468 | S 80
Environment S 1,09 | S 59 |-$ 35 |-$ 145(S 74 1-$ 718 21
Sustainment Projects - Operations S 24,066 | S 1,501 | $ 302 |-$ 2,618 [ S 420 S 2,816 | S 1,115
Other Power Supply Expenses S 1,980 |-$ 1,980 | $ = S - S 61 |-$ 61| S -
Generation Maintenance
Sustainment Projects - Gx Maintenance S 5340 | $ 2,439 | $ 991 |-$ 970 | $ 902 | $ 1,343 | S 229
Safety Improvements S 393 | $ 67|S 173 |-$ 296 [-$ 187 ] $ 386 | $ -
RET Improvements $ 48 |-$ 36 |-S 6[$ 7S 6[S 718
Environmental Improvements S 78 |-$ 2 |-$ 52|$ 152 [ $ 38 |-$ 118 | S 2
Engineering Investigations S 153 | $ 167 | $ 179 |-$ 215 [ S 217 | $ 199 | $ 17
Distribution Maintenance
Distribution Sustainment S 2,980 |-$ 1,517 | S 415 | $ 535 |-$ 4231 S 128 | S 84
Billing and Collecting
Customer Care S 1,903 | $ 1,161 |-$ 1,331 [-$ 1,104 [ S 1,247 | S 16| $ 108
Community Relations
Community Relations S 751 |-$ 231 (s 34 |-$ 263 |-$ 153 $ 241 |-$ 75
Administrative and General
Shared Services and Other Admin Costs S 1,157 | S 282 | S 102 |-S 224 | S 170 |-S 323 S 177
External Costs S 61(S 145 |-$ 341 93| 77 |-S 207 | S -
Closing Balance S 43,483 | $ 45212 | $ 45,939 | $ 41,113 | $ 43,497 | $ 48,385 | $ 50,143




Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 3

Schedule 26

Page 1 of 3

VECC - Interrogatory # 26

Reference:
Ex D2-5-2 Appendix 2-K

Interrogatory:
a) What does the category temporary staff include?

b) Are part-time staff and casual staff included under temporary staff? If not please explain.
c) Which category do co-op students and summer students fall under?

d) Please recast Appendix 2-K to show executive, management, non-union, union, and
temporary FTEs and overtime and incentive pay.

e) Please provide the number of work hours by year for the years 2013 to 2018.

f) Please provide a list of the new positions added since 2013 by year and include the
function and rationale for the position.

g) Please provide the allocation of employee costs between OM&A and Capital for the
years 2013 to 2017 and forecast for 2018.

Response.
a) The category “temporary staff” does not exist on Appendix 2-K. Costs are categorized as

management and non-management on this schedule.
b) See response to a)

c) Co-op students and summer students are non-management.
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d)

Appendix 2-K
Employee Costs

Last Rebasing Last Rebasing
Year - 2013- Vear - 2013- 2014 2015 2016 2017 2018
Board Actuals Actuals Actuals Bridge Year Test Year
Approved Actual
Number of Employees (FTEs including Part-Time and Casual Employees) *
Management 5.0 5.0 5.0 3.0 5.0 5.0 5.0
Union - Regular 2 43.0 43.0 42.0 45.0 46.0 46.0 46.0
Union - Temporary 3 4.0 4.6 2.1 245} 1.7 1.7
Union - Casual 6.4 7.1 8.1 8.3 7.6 7.6
Total 48.0 58.3 58.7 58.2 61.8 60.3 60.3
Total Salary and Wages including overtime and incentive pay
Management $ 740,430 | $ 704,673 | $ 741,678 | $ 558,677 | $ 803,740 | $ 819,814 | $ 819,814
Union - Regular & Temporary $ 5,026,714 [ $ 5,375,739 | $ 5,362,936 | $ 5,705,876 | $ 5,884,365 | $ 5,934,201 | $ 5,984,490
Union - Casual $ 973,414 | $ 1,069,956 | $ 1,056,804 | $ 1,184,316 | $ 1,196,159 | $ 1,208,121
Total $ 5,767,145 [ $ 7,053,826 | $ 7,174,570 | $ 7,321,357 | $ 7,872,420 | $ 7,950,174 | $ 8,012,424
Total Benefits (Current + Accrued) 4
Management $ 104,355 | $ 126,978 | $ 152,154 | $ 130,301 | $ 141,716 | $ 172,429 | $ 175,678
Union - Regular, Temporary & Casual $ 737,645 | $ 897,564 | $ 1,061,168 | $ 954,580 | $ 1,071,015 $ 1,080,038 | $ 1,095,638
Total $ 842,000 | $ 1,024,542 | $ 1,213,322 | $ 1,084,881 | $ 1,212,731 | $ 1,252,468 | $ 1,271,315
Total Compensation (Salary, Wages, & Benefits)
Management $ 844,785 [ $ 831,651 | $ 893,832 | $ 688,978 | $ 945,455 | $ 992,243 | $ 995,492
Union - Regular, Temporary & Casual $ 5,764,360 | $ 7,246,716 | $ 7,494,060 | $ 7,717,260 | $ 8,139,696 | $ 8,210,398 | $ 8,288,248
Total $ 6,609,145 | $ 8,078,368 | $ 8,387,892 | $ 8,406,238 | $ 9,085,151 | $ 9,202,641 | $ 9,283,740

Note:

L If an applicant wishes to use headcount, it must also file the same schedule on an FTE basis.
2 Board Approved amounts from Last Rebasing Year (2013) did not include Casual Employees.
3 Temporary employees provide coverage for regular positions (ie sick leave and maternity leave)

4 Current employee benefits, plus Pension and Other Post-Employment Benefits costs, as recorded for recovery in distribution rates. Should be consistent with OPEBs
costs as documented in Appendix 2-KA.

e) Total Hours Worked:

Actual Plan
2013 2014 2015 2016 2017 2018
|TDtE|| Hours 129,917 | 132,786 | 134,091 | 135,271 | 140,022 138,996

f) 3 additional regular staff resources were hired where Remotes could not secure casual
staff to complete the work program. Staff resources were required to 1) establish a fire
certification program for its stations as required for regulatory compliance and to
complete the program approved by the Board in 2013; 2) an additional Operations
Officer was required to improve safety and reliability training and support for local
operators; and 3) as indicated in Exhibit B, Section 4.4, page 108, to hire a staff member
with specialized information technology, networking and programming skills required to
complete necessary SCADA and PLC projects.
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g) Allocation of employee costs between OM&A and Capital:

Actual Flan
2013 2014 2015 2016 217 2018
OM&A 6% 76% 1% 72% 69% 81%
Capital 24% 22% 29% 28% 31% 19%
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OSLP - Interrogatory # 1

Reference:
Exhibit A-03-02 Page 6 of 6

Interrogatory:

"In 2003, Remotes developed and adopted an Emission Reduction Strategy and submitted an
application and Action Plan for Reducing Greenhouse Gases to the Environment Canada
Voluntary Challenge Registry (now known as “Clean Start”). Remotes continues to report,
monitor and reduce its emissions.”

a) Please provide a summary of the Remotes performance against this
strategy.
b) Please provide a summary of annual GHG emissions since 2013.

Response.
Remotes CleanStart Reports are accessible to the public on the following website:

https://www.csaregistries.ca/cleanstart/projectinfo_e.cfm?No=801. The most up to date report is
2016 and has been filed.

a) Remotes continues to reduce their emissions intensity year to year even with growing
consumption demands from our customers. The following tables illustrate Remotes’
historical direct GHG emissions which have remained relatively static even with
increased demand. The second table illustrates Remotes’ historical direct GHG
emissions and gross emissions intensities since 1990 which are on a continual decline.
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Figure 2: Historical Direct GHG Emissions
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Figure 3: Historical Gross Emission Intensities
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Year

Diesel Generation

GHG Emissions

Gross Emission Intensity

(kWh) (tCO,e) (tCO,e/kWh)
2013 62,372,035 48,220 0.000773
2014 63,344,724 49,266 0.000778
2015 61,696,965 49,124 0.000796
2016 63,193,956 48,773 0.000772
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OSLP - Interrogatory # 2

Reference:
Exhibit A-03-02 Attachment 1 Page 1 of 3

Interrogatory:

Remotes has indicated it involves First Nations in its business as employees, contractors, local
operators and meter readers.

a)

b)
c)

d)

Please provide the total number for each of the following: employees, local operators and
meter readers.

How does Remotes actively recruit First Nations?

Please provide the total number of First Nations employed for each of the above
categories.

Does Remotes have any First Nations employment targets? If so, please provide an
assessment of actual performance since 2013 vs these targets.

Why is First Nations employment not tracked as a key performance indicator in the
scorecard?

Response.

a)

Employees (2017 FTES) 60.3
Operators 37
Meter Readers 18

b) As a subsidiary of Hydro One, Remotes benefits from and participates in programs

established by Hydro One to attract and retain First Nation employees. Hydro One has an
active program to recruit First Nation employees through job fairs and has established a
First Nation scholarship that also offers First Nation students the opportunity to apply for
developmental work terms within Hydro One, including Remotes. Remotes staff have
participated in Hydro One’s Indigenous Network Circle, which was created to help retain
First Nation staff members who have been successfully recruited to Hydro One.



~N o o~ oW

Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 4

Schedule 2

Page 2 of 2

c) The total number of individuals who self-identify as First Nations is as follows:

Employees 5
Operators 28
Meter Readers 14

d) Remotes does not have any First Nation employment targets.

e) Since Remotes does not have any First Nation employment targets, it is not tracked as a
key performance indicator.



Filed: 2018-01-26
EB-2017-0051
Exhibit |

Tab 4

Schedule 3

Page 1 of 3

OSLP - Interrogatory # 3

Reference:
Exhibit A-03-02 Attachment 1 Page 2 of 3

Interrogatory:

The Remotes business plan states the Provincial Government has received requests from Cat
Lake, Pikangikum and Wunnumin to join Remotes’ service territory.

a) What steps are required from Remotes in order to take over service in Pikangikum First
Nation?

b) What is the timing to complete each one of these steps?

c) Does Remotes see any risks of not being able to take over service by the anticipated
commissioning of the distribution line?

d) Have any other communities requested to join Remotes’ service territory?

Response.
a) Remotes wrote to Pikangikum First Nation in April, 2016 noting that a new generation

station or a completed connection to the provincial grid would be required for Remotes to
take over service to the community of Pikangikum. The letter also included the following
requirements:

1)

2)

3)

An agreement would need to be made among and set out each of Remotes’,
Pikangikum’s and INAC’s roles and the principles that would guide that relationship.
For example, Remotes would agree to serve the community under the same terms and
conditions and at the same rates as our other customers. INAC would agree to
continue to fund capital under its capital programs or notify us if those programs
change. Pikangikum would need to agree to allow Remotes to do its work, including
collections of overdue accounts.

Remotes and the Electrical Safety Authority would need to inspect the distribution
assets in the community to ensure they meet standards. Some capital investment, to
ensure that the assets can be operated safely, may be required. These investments
would be made by the First Nation, with support from INAC.

Most of the distribution assets and the generation assets in the community which were
owned by Ontario Hydro and were retained by Ontario Electricity Financial
Corporation ( the statutory continuation of Ontario Hydro by virtue of Section 54(1)
of the Electricity Act, 1998) (“OEFC”) in 1999. These assets must be formally
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transferred to Remotes as part of the agreement. OEFC, which is the legal
continuation of Ontario Hydro, would need to relinquish any permits and agreements
related to Ontario Hydro’s occupation of the Reserve and must have a full release
from the First Nation and from INAC in order to formally transfer legal title to the
assets to Remotes.

4) Remotes would transfer the generation site (including the existing generating station)
to the First Nation following the OEFC transfer referenced above.

5) The First Nation and the First Nation LDC would need to transfer any distribution
assets that have been built since the First Nation and the First Nation LDC
commenced serving the community to Remotes.

6) The First Nation would need to ensure that all permits required related to the assets
have been obtained.

7) The First Nation would need to update the Environmental Site Assessment Report
that was worked on during the initial discussions in 2011 and 2012.

8) The agreement would need to include a time line for the First Nation to
decommission the existing generating station.

9) A time line for the remediation of the diesel site would need to be included and a
remediation plan and funding share would need to be agreed to by the First Nation
and Remotes.

10) The provincial government would need to amend Ontario Reg. 199/02 “Hydro One
Inc.” to add Pikangikum to the list of communities that Remotes is allowed to serve.

11) The provincial government would need to amend Ontario Reg. 442/01 to allow the
customers in Pikangikum to benefit from the Rural or Remote Electricity Rate
Protection (“RRRP”) program.

12) Together, Remotes and the First Nation would need to apply to the OEB for approval
of the purchase and sale of the community distribution assets owned by the First
Nation and/or First Nation LDC to Remotes (Section 86 of the OEB Act). No Section
86 approval is required for the transfer of assets from OEFC to Remotes.

13) The OEB would need to approve the transfer and amend Remotes’ licence for
Remotes to be able to serve the community.
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14) INAC and the First Nation would need to issue a Section 28(2) permit to Remotes.
This would include a Section 28(2) permit being issued to Remotes for the
distribution assets in the community.

Timing to complete these steps depends on the active involvement of all the parties. In
the case of Pikangikum, most of the issues between the parties have been negotiated.
Once the agreement is completed and signed, a request can be made to the Minister of
Energy for the required Regulatory changes to allow Remotes to provide service to the
community. The request to the OEB to amend Remotes licence would follow those
Regulatory changes. These steps would be expected to take 6 months to 1 year.

Remotes expects that it will be in a position to take over service to the community of
Pikangikum when the new line to the community is completed. Remotes notes that at the
time this application was prepared, the estimated date to take over service was in 2019.

Yes, besides Pikangikum, Cat Lake and Wunnumin Lake, five Independent Power
Authorities that are involved in the Watay project have written to the Minister of Energy
to request service from Remotes: Muskrat Dam, Wawakapewin, Keewaywin, North
Spirit Lake and Poplar Hill. Remotes assumes that once a federal/provincial funding
agreement is finalized for the Wataynikaneyap project, that discussions on agreements for
service to these communities would be negotiated. Remotes notes that because so many
of the distribution assets and generation assets used to serve Pikangikum were never
legally transferred to the First Nation by Ontario Hydro, the Pikangikum agreement is
more complex than would be required for a new community. Finally, in addition to the
communities involved in the Watay project, the community of Weenusk/Peawanuck,
which is not considered a candidate for grid connection, also wrote the Minister of
Energy to request service from Remotes. No discussions are currently underway with
Weenusk.
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OSLP - Interrogatory # 4

Reference:
Exhibit A-03-03 Page 2 of 3

Interrogatory:
How many REINDEER Program applications are active with Remotes? How many contracts are
expected to be signed in 2018?

Response.
On average we have 3-5 projects under review, development or application at a given time. Since

this program is fundamentally based on the actions of other parties as well as provincial and
federal funding programs it would be difficult to forecast in future periods. Hydro One Remotes
continues to support the connection of renewable projects and remains hopeful that the progress
made to date will continue.
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OSLP - Interrogatory # 5

Reference:
Exhibit A-03-03 Attachment 1 Page 1 of 3

Interrogatory:
Remotes has indicated that the REINDEER Program Contracts will be terminated when the
distribution system is connected to the transmission grid.

a) How many existing contracts will be impacted assuming the Wataynikaneyap
Transmission Project is completed by 2023?

b) What steps are being taken by Remotes to work with the First Nations, project owners,
and the IESO to mitigate these impacts?

Response.
a) “Stand Alone” REINDEER projects would be cancelled after grid connection as these

projects are settled based on the avoided cost of diesel fuel. Net metering projects are
expected to remain in place. There are currently no “Stand Alone” projects in service in
communities expected to be grid connected, so cancellation of contracts is not expected.

b) Remotes has clearly identified this issue upfront in the REINDEER program documents
and the corresponding contracts, so First nations and project owners are well aware of
these risks. Other than initial identification and discussion, Remotes has not actively
taken on any strategies to mitigate these impacts, as it is outside our operating mandate
and connection to the transmission grid is not imminent. As described above in a), we are
not expecting any contract cancellations.
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1 OSLP - Interrogatory # 6

3 Reference:

4 Exhibit A-04-01 Page 2 of 6

5

6 Interrogatory:

7 Remotes has indicated that from time-to-time, it holds community meetings with end-use
8 customers. Please provide a list of community meetings since 2013.

9

10 Response.
11 The number of community meetings is not specifically tracked.
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1 OSLP - Interrogatory # 7

3 Reference:

4 Exhibit A-04-01 Page 2 of 6

5

6 Interrogatory:

7 Remotes has indicated it has a Customer Advisory Board (CAB) that usually meets twice a year.
8

9 a) Is there a Terms of Reference or guiding documents for the CAB? If so, please provide.

10 b) How are Board members selected?

1 c) How many Board members are from Remotes First Nations customers?

12 d) Since 2013, please provide the number of meetings per year held with the CAB along
13 with the participation rate (number of Board members present vs total number of Board
14 members) for each meeting.

15

16 Response.

17 a) Please see Attachment 1.

18

19 b) Board members are selected by Hydro One Remote Communities.

20

21 c) 5 of the 6 members are from First Nation communities.

22

23 d) 2013 -2 meetings, 6 CAB members, 100% attendance at each meeting

24 2014 - 2 meetings, 5 CAB members, 80% attendance and 100% attendance
25 2015 - 2 meetings, 6 CAB members, 83% attendance at each meeting

26 2016 —1 meeting, 6 CAB members 100% attendance

27 2017 — 0 No meetings were held in 2017
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Tel: (807) 474-2800 O n e

Billing: Toll Free 1-800-465-5085
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Hydro One Remote Communities Inc. Customer Advisory Board

Charter

INTRODUCTION

a. Background

Hydro One Remote Communities Inc. (“Hydro One Remotes”) established a
Customer Advisory Board (“ CAB”) to assist the company in being aware of and
sensitive to the needs and situations of its customers. This forum will allow
various representatives from across the service area to participate in a forum
where they can offer advice and recommendations to Remotes on a range of
generation, distribution, customer and policy issues.

Purpose

This document is intended to guide the activities of the Hydro One Remotes’
CAB. It communicates the expectations and processes for the members and the
role of Hydro One Remotes’ staff and management. It is expected that all parties
will abide by the terms outlined within this document.

2. OVERVIEW

a. Mandate

The mandate of the CAB is to review information presented by the company and
to offer advice and suggestions about what possible impacts the generation/
distribution policies, procedures and/or other planned services may have on the
service area and/or consumer population. Although the unique experiences of
each member and of each community is valued, all members of the CAB are
representatives of the entire service area and not representatives from a specific
community. While all advice and suggestions will be considered by Hydro One
Remotes, all final decisions will remain the full responsibility of Hydro One
Remotes’ Management.

. Code of Business Conduct

A Hydro One Remotes employee is expected to abide by the company’s Code of
Business Conduct. Similar to other Hydro One Boards, the Hydro One Remotes
CAB is a component of the company’s business and as such there is an
expectation that members will also comply with the Code of Business Conduct.
To support this expectation all CAB members will receive an orientation to the
Code of Business Conduct and will be provided with a copy of the document for
routine reference.



c. Confidentiality/Media and Public Relations

At times confidential information may be disclosed and/or media or public
relation requests may be requested. To protect all parties from potential liability
exposure, members will be informed by Hydro One Remotes that the information
to be discussed is confidential. 1f a member feels they cannot agree to keep the
information confidential, they will declare themselves in a conflict of interest and
will not participate in the discussion. Members must also agree to the use of their
names to promote the Advisory Board before Hydro One Remotes will disclose
their names publicly.

d. Composition

The composition of the CAB is designed to be representative of Hydro One
Remotes’ overall customer base.

To ensure that group manageability is maintained, representation will be limited
to a maximum of eight representatives, including:

One residential customer from the Road/Rail service area;

One service/business customer from the Road/Rail service area;
Three air access residential First Nation customers;

One air access service/business customer; and

Two additional representatives.

In order to achieve a diversity of views within the Advisory Board, Hydro One
Remotes will endeavor to recruit members with a diversity of experience and
views from as wide a range of communities as possible.

e. Benefits
Participation in the Hydro One Remotes CAB is voluntary and advisory in nature.

Membership will offer customers and Hydro One Remotes the opportunity to
work together to share their ideas and offer valuable input and advice regarding
the issues and policies that have the potential to impact the customer and/or
Hydro One Remotes.

Customer representatives will have the opportunity to:

e Have a voice and influence on the development and implementation of
specific Hydro One Remotes policies and procedures;

e Offer consumer insights regarding customer, community and service area
related matters that Hydro One Remotes faces; and



e Gain insight and in depth knowledge of the operations of Hydro One
Remotes.

Hydro One Remotes will have the opportunity to:

e Receive suggestions and ideas pertaining to its services that come directly
from the customers' perspective;

e Increase their understanding and sensitivity to the needs and situations of
their customers;

e Consider opportunities for the delivery of improved and more cost
effective service; and

e Strengthen its overall relationship with its customers.

3. MEMBERSHIP

a. Recruitment

The following process will be applied for the recruitment of all new CAB
members:

) An advertisement in Wawatay News, Hydro One Remotes’ newsletter or a
standard poster size advertisement mailed to each community for posting
in public locations, and/or recommendations from Hydro One Remotes
staff or from CAB members.

i) Interested applicants will be asked to prepare a letter of interest.

iii) All candidates must reside or work in a community serviced by Hydro
One Remotes

iv) Candidates will be selected by Hydro One Remotes and will be invited to
participate in an interview.

V) In selecting members, Hydro One Remote Communities will be mindful
of the diversity of communities within its service territory and will attempt
to recruit members from a broad range backgrounds, interests and
communities.

Vi) Once selection is finalized successful candidates will receive an
orientation package including a welcome letter and the date, time and
location for the meeting.



i) The standard membership term will be twenty-four consecutive months (2
Years).

i) Membership terms will be extended based on mutual interest and consent.

iii) Replacement planning will be discussed and take place as required.

c. Vacancies

If a member resigns, or is unable to fulfill their duties Hydro One Remotes may
appoint a new member.

d. Delegates

There will be no alternate delegates appointed to the CAB. Only confirmed
members will attend meetings. This ensures continuity of the discussions and
recommendations made at prior meetings.

e. Membership List A membership list will be maintained by Hydro One Remote
Communities Inc.

f. Termination Clause
Hydro One Remote Communities Inc. reserves the right to terminate and/or
disband the Customer Advisory Board. Notice of termination shall be provided to
all members and First Nation Leadership in writing and shall include an
explanation for the termination decision.

4. MEETING PROCEDURES - GENERAL

a. Number and Duration of Meetings
Advisory Board Meetings will consist of at least one face to face meeting per
year. The additional meetings may include face to face meetings and/or
teleconference meetings.

b. Meeting Schedule

Meetings will be held during the year as agreed by CAB members and Hydro One
Remotes.



Location
Face-to-face meetings will normally take place in Thunder Bay.
Notice

Notice will be provided by Hydro One Remotes at least one month before each
meeting. Meeting notices will be distributed in writing and follow up telephone
calls will be made to verify attendance.

Discussion Topics

While the majority of discussion topics will be selected by Hydro One Remotes
there will be regular opportunity for CAB members to bring forward discussion
topics on matters that are relevant to the services provided by Hydro One
Remotes. Meeting topics will be included with all meeting notices.

Meeting Materials

Pre-reading and other relevant materials will be distributed to Hydro One Remote
Communities Inc. CAB members prior to each meeting when possible. All
materials will be designed with the intent to educate and/or inform members on
the key issues to be discussed.

. Allowable Expenses

All reasonable out of pocket expenses incurred by members to travel to and from
all scheduled meetings will be reimbursed by Hydro One Remotes according to
the following guidelines:

I. All travel arrangements (air, rail) will be coordinated directly by Hydro
One Remotes and details will be provided to CAB members as part of
their meeting package.

ii. If alternative travel arrangements are necessary, prior approval must be
received in writing from Hydro One Remotes at least two weeks prior to
the scheduled meeting.

iii. If no prior approval is received the CAB member will be responsible for
costs incurred.

iv. Individuals traveling by car will be reimbursed according to Hydro One
Remotes Mileage Reimbursement Policy.



V. Lunches for all full day meetings will be arranged on site and costs will be
covered by Hydro One Remotes. CAB members who wish to have lunch
off site will be responsible for costs incurred.

Vi, Where necessary, accommodations will be booked and direct billed to
Hydro One Remotes for those individuals requiring an overnight stay. If
reasonable travel arrangements are made that do not support an overnight
stay, and the CAB member wishes to stay, he/she will be responsible for
any costs incurred.

vii.  Breakfast and dinner will be reimbursed, breakfast at $8.25, dinner at
$20.00, and lunch (when not provided) at $11.25. Receipts or missing
receipt forms are required.

5. MEETING PROCESS
a. Meeting Agenda
To support consistency the following standard agenda will be used:

Opening Prayer

Welcome and introductions

Review and approval of agenda

Review and approval of minutes from previous meeting
Update from Hydro One Remote Communities Inc.
New Business Items

General Discussion/Recommendations

Next meeting date and location

Closing Prayer

©CoNo~WNE

b. Chairperson
I. All meetings will be chaired by Hydro One Remotes.
c. Minutes
I. Minutes will be taken by a Hydro One Remotes employee.

ii. Minutes will be distributed to all members at least one month before the
next meeting as part of the distribution package.

iii. Hydro One Remotes CAB members will approve all minutes at the
following meeting.



d. Process for Preparing Suggestions for Hydro One Remotes

All members of the CAB understand that any suggestions brought forward are
subject to review and final approval by Hydro One Remotes Management. To
support the formulation of suggestions the following process will be applied:

I. Discussion items will be presented by knowledgeable Hydro One Remotes
staff representative of the service area, i.e. Distribution, Collections, and
Generation Rates etc.

ii. Such presentations shall include but not be limited to the following:

e Item to be discussed,

What type of advice/suggestion is needed (i.e. impact analysis,
suggested improvements etc.),

Background information,

Statistical information if relevant,

Timelines for implementation if relevant, and

Any other relevant information to support the formulation of a
response by the CAB members.

iii. CAB members will have the opportunity to ask questions regarding the
information presented.

iv. CAB members will be asked to share their perspective by responding to
questions similar to the following:

= What do you think will be the positive impacts on the customer,
the community, and Hydro One Remotes service area overall?
Why?

= What do you think will be the negative impacts on the customer,
the community, and Hydro One Remotes service area overall?
Why?

= What do you think Hydro One Remote Communities Inc. can do to
maximize the positive impacts?

= What do you think Hydro One Remotes can do to minimize the
negative impacts?

= What is (are) your suggestions(s) to Hydro One Remotes?

e. Communication and Feedback — From Hydro One Remotes

I. All submissions prepared by the CAB will be brought forward to Hydro
One Remotes Management for review and approval.



ii. If approved for implementation, Hydro One Remotes will offer regular
updates on progress.

iii. If not approved for implementation Remotes will prepare and/or present a
formal response to the CAB including an explanation about why the
recommendation was not accepted and what will be done with the
recommendations made.

Other

It is anticipated that the CAB will evolve over time and as such, other roles,
responsibilities, task forces and/or sub-committees may be required to support the
overall operations and activities of the CAB. These alternative requirements
and/or activities will be identified and discussed routinely as part of the meeting
process.
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OSLP - Interrogatory # 8

Reference:
Exhibit A-04-01 Page 5 of 6

Interrogatory:

Remotes noted earlier in the application that, in order to reach the largest number of customers in
its service territory, Remotes requested that notice of this Application be published in English,
Cree, Oji Cree and Ojibway. In terms of engagement with end use customers:

a) Which community engagement materials are translated into the local languages? If none,
how could Remotes utilize translated engagement materials and what would be the
estimated cost?

b) Are translators utilized at community engagement activities with end users? If not, what
is the estimated cost for the use of translators at community engagement activities with
end use customers?

Response.
a) None of the written materials related to engagement were translated into local languages.

Remotes does not have an estimate of the cost to translate the written materials as these
materials were prepared for meetings with customers fluent in English.

b) Translation for the community engagement activities outlined in the schedules under
Exhibit A, Tab 4 and in section 4.1.6 of the DSP was not required as the end-use
customers at these meetings were fluent in English.
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OSLP - Interrogatory # 9

Reference:
Exhibit A-04-01 Attachment 1 Page 1 of 5

Interrogatory:

In the “Customer Engagement Activities Summary”:

a) Why is there no reference or summary of engagement with end use customers?

b) Why is there no reference to the "Opiikapawiin Services LP, Hydro One Remote
Communities Inc., and Ontario Energy Board Watay Community Workshop?

c) For both of these, please provide a list of customer needs and preferences identified
through this engagement. What actions will be taken to respond to identified needs and
preferences?

Response.

a) All of the customer engagement activities referenced in Exhibit A-04-01 Attachment 1,
were with end-use customers. In fact, all of the schedules included in Exhibit A Tab 4
document various engagement activities with end use customers.

b) The Opiikapawinn Services Meeting, Hydro One Remote Communities and Ontario
Energy Board Watay Community Workshop discussions were summarized by one of the
Tribal Councils and is included in the DSP as Appendix B. Exhibit A, Tab 4, Schedule 2
sets out the verbatim meeting notes from this two-day workshop are included in Exhibit
A, Tab 4, Schedule 2.

c) The two-day workshop was a single meeting. The impact of the customer preferences

identified in this meeting is outlined in Section 2.3 of the DSP.
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OSLP - Interrogatory # 10

Reference:
Exhibit A-04-01 Attachment 2 Page 16 of 59

Interrogatory:
In reference to the community question around having someone available at Remotes customer
service that speaks the language.

Does Remotes have someone available through the customer hotline who speaks Cree, Oji Cree
and/or Ojibway. If no, what are the barriers and costs to providing such a service in at least one
of those Indigenous languages?

Response.
No. Our customer hotline representatives do not speak Cree, Oji Cree and/or Ojibway.

Securing a contract translator is possible, but of limited value to have someone available for the
few times required. In general, English speaking representatives (Band office or relatives) will
contact our office, on an elder's behalf if translation services are required.
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OSLP - Interrogatory # 11

Reference:
Exhibit A-04-01 Attachment 2 Page 25 of 59

Interrogatory:
Does Remotes have a full time staff dedicated to First Nations relations? If not, what would be
the cost for such a position?

Response.
Remotes does not have a full-time employee, but the service is provided by Hydro One Networks

Inc. for a fee of $66,000 as part of an Affiliate Agreement. The cost to create a new position at
Hydro One Remotes is estimated at $150,000 including salary and benefits (based on wages for
similar positions at Hydro One Networks). Program costs would be additional. All of Remotes’
staff are tasked with building relationships with customers, including First Nations. All of
Remotes staff have taken training and courses regarding the history, social and political realities
of Indigenous peoples in Canada, and have taken part in courses regarding the historic and
current factors that influence relationships with Indigenous communities in Ontario. Staff have
also participated in training on creating effective working relationships and relationship building
practices. Remotes is concerned that tasking a single individual with accountability for
relationships would not support an improvement to the overall customer experience and could
potentially degrade existing relationships.
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OSLP - Interrogatory # 12

Reference:
Exhibit A-04-01 Attachment 2 Page 35 of 59

Interrogatory:

In reference to the following customer feedback provided to Remotes: “Late payment charge:
19.5% on an annual basis is too high and the time frame that kicks in is too short with 20 days.
To consider with 60 days’ time frame and to be tied to borrowing rates/user rate fees and not
market-based rates.”

a) What metrics and statistics are used to track late payment charges? How do these metrics
compare to industry comparables?

b) For residential customers from 2013 - 2017, please provide an annual summary of total
revenue from late payment charges and percentage of revenue from late payment charges.
How does this compare to industry comparables?

c) What is required for Remotes to provide better late payment charge terms to its
residential customers?

Response:
a) Remotes tracks the late payment charges monthly and reports with other revenue. Our

late payment charges are similar to other LDC’s and are within the rules as outlined in the
distribution system code. We are not aware how we compare to the industry as to
amounts earned through late payment charges.

b) The chart as follows lists the late payment charges for the years 2014 to 2017. The data is
not available for all of 2013 due to the reporting that was available under the old
Customer Information System. In 2014 there was a suspension of the late payment
charges for part of the year resulting in lower revenues when compared to other years. As
stated above we are not aware of how we compare to the industry.
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Late Payment Charges - Residential Customers (in $K)
Historic Years

2014 2015 2016 2017

Energy Late Payment -Residential 27 118 111 113

% of Revenue from Residential

0 0 0 o
Energy Late Payment Charges 0.08% | 0.39% | 0.36% | 0.35%

c) For Remotes to provide better late payment charges to customers either an increase to
RRRP or to customer rates would be required. In addition, there would be a cost to
program the change in the billing system.
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OSLP - Interrogatory # 13

Reference:
Exhibit A-04-01 Attachment 2 Page 35 of 59

Interrogatory:
How do connection charges for Remotes compare to connection charges at Hydro One
Networks?

Response.
Remotes does not believe that its connection charges can be compared to Networks, which has a

connection component recovered through its distribution rates. Remotes does not include the
costs of connection component in its customer rates or RRRP requirement. Under the
Electrification Agreements, INAC is responsible for funding changes to the distribution system
associated with load growth, including connections. Connection charges are calculated based on
the actual cost to connect, including materials, labour and transportation.
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OSLP - Interrogatory # 14

Reference:
Exhibit A-04-01 Attachment 2 Page 58 of 59

Interrogatory:
What additional investments would be required for Remotes generators to act as backup power
once the communities are connected by Wataynikaneyap Power?

Response.
The existing diesel generation stations are designed to operate as prime power generation

stations that have a diesel generator running continuously. If they are to be converted to stand-
by generation stations, additional insulation and heating for the building and equipment will need
to be installed and maintained. Modifications to the stations’ protection and main breaker/station
service will need to be made to allow the grid to supply station service and heating safely. Also,
some consideration should be given to the amount of fuel storage that will be maintained at a
station. Investment in the remote reporting of equipment status to the Grid Control Center and
revenue metering will need to be installed at this facility.
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OSLP - Interrogatory # 15

Reference:
Exhibit A-04-01 Attachment 3 Page 5 of 29

Interrogatory:

With regards to the customer service survey goals and methodology:

a)
b)

c)

d)

Was the survey offered in any other language than English?

Were the communities (through Chief & Council) or the Community Advisory Board
involved in the design and methodology of the survey?

Are the survey results presented to Chief & Council and the Community Advisory
Board? If so, what was the feedback?

Has Remotes considered any other survey delivery methods?

Response.

a)

b)

d)

The survey company Remotes uses employs indigenous callers who are able to speak
English and indigenous language(s). Remotes is not aware of any customers requesting
the survey in any language other than English.

Remotes has undertaken customer surveys since 2004. The Customer Advisory Board has
offered input into previous survey questions and the current questions reflect their input.
Communities, through Chief and Council, were not asked for input into the survey
questions.

The survey is primarily for Remotes’ use, to get feedback from customers. Previous
survey results have been presented to the Customer Advisory Board. In 2011, CAB
feedback included: improvements to meter reader training and tools; why were customers
in Webequie less satisfied with reliability; concern about high bills. In 2013, the CAB
were primarily interested in the reasons for improved satisfaction, as results were very
high that year. In 2015, Remotes focussed the discussion on ways to improve customer
knowledge of various programs (i.e. LEAP, conservation). The 2017 results have not
been presented to the CAB.

Remotes has considered different delivery methods. In 2003/2004, Remotes hired a
contractor to mail surveys in English and the local First Nation Language to customers
and hired individuals who would encourage customers to complete the surveys and who
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would pick up completed surveys and mail in envelope. These individuals were offered a
flat fee for each survey received from the community they were responsible for. The
project was more costly than a telephone survey and had disappointing results in terms of
customer response. Remotes looked into on line surveys in 2013 and at that time, it was
not clear how many customers were active on the internet and how an online survey
could be confined to Remotes’ service territory. Based on the results from the 2017
survey, an on line survey will be considered as a potential alternative for the 2019 survey.
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OSLP - Interrogatory # 16

Reference:
Exhibit B-01-01 Page 24 of 481

Interrogatory:

Remotes has indicated that there is a lack of skilled trades contract resources living in the
communities and there are very few contractors who work in them.
What steps are being taken to support development of skilled trades in the communities?

Response.

Remotes employs and provides training to plant operator/agents that live in the community.

Skills training includes:

e Minor generator maintenance procedures for changing oil and filters.

e Maintenance inspection procedures.

e Control of the station, i.e. start stop generators.

e Spill and other emergency response.
e Fuelling operations.
e \Waste management.

e Safety and environmental responsibilities.

Remotes also employs and provides training to local meter readers that live in the community.

Training includes:
e Meter identification
e Meter reading and data collection
e Account verification and documentation
e Theft of power, meter damage, etc.

e Safety and environmental responsibilities

Remotes also employs occasional labourers.
specific to the job at hand.

The training and oversight provided would be
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OSLP - Interrogatory # 17

Reference:
Exhibit B-01-01 Page 28 of 481

Interrogatory:
There is a recommendation to employ someone in the community to assist with customer service
issues.

a) Has this been considered? If not, what are some options to increase local customer
service representation in the communities?

b) In what ways could local customer representation save costs and improve customer
service?

Response.
a) The recommendation of employing someone in the community to assist with customer

service issues has been considered, but given the small number of customers in each
community and the infrequency of service requests, establishing a community customer
service liaison in each community would be of limited value. Unfortunately, there is not
enough work within each community to drive the need for a dedicated local customer
service rep.

b) Customer service costs would be much higher. Remotes currently employs two Customer
Service Representatives to serve 21 communities. Increased supervisory/contractor
oversight costs would also be involved.
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OSLP - Interrogatory # 18

Reference:
Exhibit B-01-01 Page 87 of 481

Interrogatory:

Remotes has indicated that, as per the Order-in-Council from the Provincial Government, 16
remotes communities may be connected to the transmission system. Nine of these communities
are presently served by Remotes and at least two more communities are expected to be served by
Remotes in the future.

a) Has Remotes altered or scaled down its investments in anticipation of these connections?

b) If so, how would its key performance indicators be impacted if the communities are not
connected or are delayed in being connected?

c) If so, how would this be communicated to impacted customers?

d) Does Remotes typically make major investment decisions based on external projects that
are still in the planning stages?

Response.

a) Generation: There are two drivers for investment in generation, load/capacity increase
and renewal.
Capacity increase planning timelines are customer driven and sometimes as short as a one
year planning cycle. As the grid line date for connection becomes clearer, the date will
likely impact upgrade decisions.
Renewal decisions are driven by cost, reliability and safety. Generator Operate Hours
vary from year to year and are forecast annually. The planning cycle for this work can be
as little as 2 years. As the grid line date for connections becomes clearer, we will update
the plan.

b) Not scaled down yet.

¢) Changes that impact capacity increase timelines are made with community leadership

involvement and DISC (INAC). Meetings are held with the community leadership and
when possible with the community. Grid connection timelines are part of the
considerations by the community.

We expect that changes/scaling down the renewal decisions would be communicated
with the community leadership and DISC.
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d) Remotes has modified major investment decisions based on projects like the Watay grid
connection. We have utilized the existing facilities infrastructure when increasing the
capacity of plants rather than all new construction. The Wapekeka- Kl tie line and station
capacity increase is one example of these modified decisions.
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OSLP - Interrogatory # 19

Reference:
Exhibit G1-05-01 Page 5

Interrogatory:
Remotes has provided a definition of Standard A customers and has noted several exceptions.
How were these exceptions determined?

Response.
These exceptions are set out in the Rural or Remote Rate Protection Regulation (O.Reg 442/01).
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