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OEB Scorecard”), as set out in Exhibit A, Tab 5, Schedule 1 and Section 1.4 of 1 

Exhibit B1, Tab 1, Schedule 1, respectively; 2 

x The continuation or creation of the various regulatory accounts discussed in Section 3 

10 of this Exhibit;  4 

x The disposition of regulatory accounts with a forecast net debit balance of $30.9 5 

million effective January 1, 2018, to be collected over a five-year period, at $6.2 6 

million per year;  7 

x The proposed specific service charges detailed in Exhibit H1, Tab 2, Schedule 3;   8 

x The creation of new customer classes discussed in Section 9 of this Exhibit; and 9 

x 2018 rate schedules, including terms and conditions of service, effective January 1, 10 

2018, as set out in Exhibit H1, Tab 2, Schedule 1, which incorporate Hydro One 11 

Distribution’s proposed retail transmission service charge.  12 

  13 

The requested 2018 revenue requirement reflects an increase of 1.9% over 2017 OEB-14 

approved levels.  The increase is largely attributable to rate base growth including 15 

associated increases in depreciation, return on capital and income tax expenses as 16 

described in Exhibit E1, Tab 1, Schedule 1.  The increase is partially offset by a lower 17 

cost of debt and lower OM&A expense.  After adjustment for a reduced load forecast 18 

(3.0%), the resulting average impact on distribution rates is an increase of 4.9% in 2018, 19 

and an average of 3.5% per annum over the Term.    20 

 21 

In preparing this Application, Hydro One was acutely aware of the impact on customer 22 

rates arising from investments in the electricity system, an impact that is further 23 

exacerbated by a reduced load forecast, and of the clear preference of its customers for 24 

low electricity costs. As a result, the Application reflects the level of capital investment 25 

required to avoid degradation in overall system asset condition, to meet regulatory 26 

requirements and maintain current reliability levels.  Further, OM&A reflects efficiency 27 

improvements and cost reductions to control the extent to which OM&A contributes to 28 

the increase in customer rates.   The proposed level of 2018 OM&A reflects a small 29 

decline from 2017 OEB-approved levels.  The planning process followed by Hydro One 30 

also resulted in significant reductions in investments in 2018, to mitigate customer rate 31 
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impacts in that year.  As a result, the Application is responsive to Hydro One’s 1 

customers’ needs and preferences. 2 

 3 

Investments during the Term include:  4 

x maintenance of the population of poles and distribution stations at materially the same  5 

condition level, without significant improvement in overall condition; 6 

x investments in lines sustainment and lifecycle optimization;  7 

x investments to comply with regulatory requirements such as PCB line equipment 8 

replacements;  9 

x investment in an Integrated System Operations Centre, which replaces the existing 10 

backup power system control and telecommunication centres;  and  11 

x later in the term, some investments to begin replacement of smart meters that are 12 

reaching end-of-life. 13 

 14 

The components of the increased revenue requirement, and their individual contributions, 15 

are noted in Table 1 below.  These components comprise certain factors that impact 2018 16 

rates, but which were outside of Hydro One’s immediate control in developing its 2018-17 

2022 distribution business plan (the "Dx Business Plan").  They include legacy rate base 18 

(resulting from necessary prior-year in-service additions), the need to clear regulatory 19 

deferral and variance accounts, and planned 2018 in-service additions that are to a large 20 

extent non-discretionary (e.g., accommodating the connection of load and generation 21 

customers, responding to storms damage and trouble calls, and complying with 22 

regulations and other requirements).   As a result, to mitigate these effects, Hydro One 23 

has planned very few incremental system improvement or end-of-life capital investments 24 

in 2018.  25 
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ANWAATIN RESPONSE TO HONI INTERROGATORY #1 

Interrogatory:  HONI-01 

Preamble: At Exhibit A Tab 4 Schedule 2, Pages 3-4, Hydro One discusses a 
province-wide First Nations engagement session held in early 2017 
and hosted by Hydro One’s senior executives. Hydro One’s evidence 
is that all of the 85 First Nation Chiefs from communities served by 
Hydro One and the Ontario First Nations Regional Organizations 
were invited to attend this engagement session. Reliability and 
Partnerships were cited as two of the top 5 concerns identified in this 
session. 

During the Technical Conference (2T166-169) questions were asked 
by counsel for Anwaatin regarding a further First Nations 
engagement session that was held on February 21, 2018. 

Hydro One is interested in Dr. Richardson’s understanding of these 
engagement sessions and how these sessions have informed the 
views expressed in his evidence. 

Question: 1. Please confirm Dr. Richardson was aware that First Nation 
members of Anwaatin attended the referenced 2017 and 2018 First 
Nation engagement sessions. If so, please indicate which First 
Nations attended either on their own behalf or on behalf of Anwaatin. 

2. In preparing his evidence, what steps did Dr. Richardson take to 
understand why specific issues concerning investments in distributed 
energy resources were not raised at these sessions by First Nations 
attended either on their own behalf or on behalf of Anwaatin? Is Dr. 
Richardson aware of any reasons that precluded such matters from 
being raised? Alternatively, if Dr. Richardson is of the view that such 
matters were raised, please provide all materials presented and a 
summary of such discussions. 

Response: 1. Dr. Richardson was aware that First Nation members of Anwaatin 
Inc. attended the 2017 HONI engagement session and were not 
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satisfied that HONI was taking prompt actions to address the reliability 
disparity and very significant negative impacts of poor reliability in their 
communities. Dr. Richardson was then engaged by Anwaatin to 
research and develop potential solutions that could be promptly and 
efficiently implemented to address the reliability crisis in the Anwaatin 
First Nation communities. After the filing of the HONI EB-2017-0049 
Application, both Larry Sault, CEO of Anwaatin, representing 
Anwaatin First Nation members, as well as Anwaatin First Nations 
members attended the HONI 2018 engagement session.  Mr. Sault 
hand-delivered and distributed the following written comments and 
questions to HONI representatives at the 2018 engagement session: 

i) Poor system reliability and disproportionate negative impact on 
First Nations with Hydro One  

• There is an extraordinary and very real reliability disparity 
that First Nations communities are experiencing and 
have been experiencing for a long time - the 
disproportionate negative impact that that reliability 
disparity has specifically on First Nations communities. 

• Evidence shows that 60% of distribution assets serving 
First Nation communities are CDPP outliers (Customer 
Deliver Point Performance Standard “outliners” are the 
worst performing parts of the transmission system)  

• Delivery point reliability for A4L transmission line 
communities – Lake Nipigon First Nations to 
Geraldton/Ginoogaming/Aroland is 20.81 times worse 
than Ontario average - Four times worse than other 
Northern Ontario communities  
 

ii) First Nations communities have raised concerns about the high 
frequency and duration of power outages, particularly in 
northern Ontario. Some communities have also indicated that 
the electricity supply is not sufficiently reliable to serve 
businesses on reserve and are concerned about degrading 
Hydro One asset conditions on reserve.  
 

iii) Distributed Energy Resources (DERS) - North America’s 
electric power system generation resource mix is changing 
from the use of larger synchronous sources to the use of a 
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more diverse fleet of smaller sized resources with varying 
generation characteristics called Distributed Energy Resources 
or DERS which include renewables, energy storage and 
biomass generation 

• How is Hydro One creating First Nations 
investment/ownership opportunities, and other business 
partnership opportunities related to DERs in grid-
connected communities? 

• How is Hydro One working with First Nations on DERs to 
improve system reliability given the very poor reliability of 
systems serving First Nations? 

• Given Hydro One’s findings that some First Nation 
communities indicate that the electricity supply is not 
sufficiently reliable to serve businesses on reserve and 
are concerned about degrading Hydro One asset 
conditions on reserve, does Hydro One have plans to 
integrate DERs into areas of Northern Ontario that 
experience high frequency and duration of power 
outages to improve reliability? If such plans exist, please 
provide them. 

• Has Hydro One considered approaches to DERs and 
business partnerships with DERs, as potential 
accommodation for First Nation communities concerned 
about compensation, or the lack thereof, for Hydro One 
transmission and distribution assets on reserve land and 
off reserve but within traditional territories and treaty 
lands? 

• How does Hydro One’s investment planning process 
consider appropriate planning criteria for the increasing 
scale of demand for DERs, especially for rural and First 
Nation customers seeking relief from reliability issues 
and increasing costs? 

2. Please see response to HONI-01(1).  
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ANWAATIN RESPONSE TO HONI INTERROGATORY #2 

Interrogatory:  HONI-02 

Preamble: On September 7, 2017, OEB Staff prepared and filed in this 
proceeding a Community Engagement Report outlining the results of 
several engagement sessions undertaken with Hydro One customers 
affected by the 2018-2022 Hydro One Distribution Rates Application  

Hydro One is interested in understanding how this information was 
taken into account by Dr. Richardson in preparing his evidence. 

Question: 1. Which OEB Community Engagement Sessions were attended by 
Anwaatin Inc. representatives? In your response, please refer to the 
specific presentations described in the Community Engagement 
Report and where (1) matters relating to distributed energy resources 
were raised as issues of concern or topics of interest; or (2) the lack 
of consultation Hydro One had carried out with Anwaatin Inc. or its 
representatives prior to filing its 2018-2022 Distribution Rates 
Application. 

2. If no presentations were made by Anwaatin Inc. or its 
representatives at any of these sessions, please provide Dr. 
Richardson’s understanding why concerns regarding the lack of Hydro 
One’s consultation with First Nations and other communities regarding 
distributed energy resources were not raised at that time? 

3. Please provide all correspondence made prior to the filing of this 
Application between Anwaatin Inc. or its representatives to Hydro One 
and which evidence Anwaatin Inc. specific interest in the use of 
distributed energy resources and the need for Hydro One to address 
such matters in its 2018 Distribution Rates Application. 

Response: 1. Please see Anwaatin's response to HONI-01. 

2. Please see Anwaatin's response to HONI-01. 
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3. Please see Anwaatin's response to HONI-01 and the May 3, 2018 
joint letter of HONI and Anwaatin to the Ontario Energy Board 
(attached as Appendix A to this response) for communications that 
are not subject to settlement privilege. 
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May 3, 2018 

Kirsten Walli 
Board Secretary 
Ontario Energy Board 
P.O. Box 2319, 27th Floor 
2300 Yonge Street 
Toronto ON M4P 1E4 

 

Dear Ms. Walli: 

Re:  EB-2017-0335 
Anwaatin Inc. Motion to Review and Vary Ontario Energy Board Decision in EB-
2016-0160 ("Anwaatin MRV") 

This letter is provided by, and on behalf of, Anwaatin Inc. (Anwaatin) and Hydro One Networks 
Inc. (HONI) in relation to the Anwaatin MRV. We wish to advise the Board that Anwaatin and 
HONI are in the process of negotiating a potential solution to the reliability disparity issues that 
have characterized the A4L transmission line and challenged the First Nations communities that 
are served by it.   
 
We hope to provide the Board and the two intervenors on the Anwaatin MRV with further 
information and developments on or before May 18, 2018, and would therefore ask that the 
Board refrain from issuing its Decision on the Anwaatin MRV until after that date in order to 
allow the Parties to continue their constructive dialogue. 
 
 
Sincerely, 
 

        

 

Lisa (Elisabeth) DeMarco 
Senior Partner 
DeMarco Allan LLP 

5 Hazelton Avenue, Suite 200 
Toronto, ON  M5R 2E1 

TEL  +1.647.991.1190 

Ferio Pugliese 
Executive Vice-President 
Customer Care and Corporate Affairs 

Hydro One Networks Inc. 
483 Bay Street 
South Tower – Executive 8th Floor 
Toronto, Ontario M5G 2P5 
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FAX  +1.888.734.9459 

lisa@demarcoallan.com 
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Witness: KIRALY Gregory  

Canadian Manufacturers & Exporters Interrogatory # 15 1 

 2 

Issue: 3 

Issue 20: Does the application promote and incent appropriate outcomes for existing and future 4 

customers including factors such as cost control, system reliability, service quality, and bill 5 

impacts? 6 

 7 

Reference: 8 

B1-01-01 Section 1.4 Page: 3  Table 8 9 

 10 

Interrogatory: 11 

a) To the extent possible, please update the values in table 8 – Distribution OEB Scorecard to 12 

include the actuals for 2017, and the variance between 2017 actuals and target. 13 

 14 

Response: 15 

a) Provided below is an updated version of Table 8 to include the actuals for 2017, and the 16 

variance between 2017 actuals and target.  Updated Cost Control measures are not available 17 

for 2017 as audited 2017 actuals are not available. 18 

 19 

Table 8 – Distribution OEB Scorecard, including actuals for 2017, and the variance 20 

between 2017 actuals and target 21 

 22 

Actual
Measure 2011 2012 2013 2014 2015 2016 2017 2017 2017 Target Variance 2018
Customer Satisfaction - Perception Survey % 77% 78% 80% 67% 70% 66% 71% 72% -1% 74%
Handling of Unplanned Outages Satisfaction % 81% 79% 78% 75% 76% 75% 76% 76% 0% 77%
Call Centre Customer Satisfaction % 85% 84% 82% 81% 85% 86% 90% 86% 4% 87%
My Account Customer Satisfaction % 81% 84% 64% 75% 78% 79% 90% 81% 9% 83%
Pole Replacement - Gross Cost Per Unit in $ 8,541 8,441 7,824 8,928 8,392 8,350 TBD 8,640 TBD 8,733
Vegetation Management - Gross Cyclical Cost per km $** TBD New Program TBD 3,600
Station Refurbishments - Net Cost per MVA in $* 386,000 - 318,000 348,000 500,000 557,000 TBD 461,000 TBD 454,000
OM&A dollars per customer 456 451 498 551 453 455 TBD 449 TBD 455
OM&A dollars per km of line** 4,723 4,676 5,109 5,654 4,719 4,773 TBD 4,712 TBD 4,773
Number of Line Equipment Caused Interruptions 7,681 7,316 7,266 8,311 8,164 7,674 8,786 8,200 586 8,200
Number of Vegetation Caused Interruptions 6,113 6,953 5,791 6,540 6,944 7,439 7,800 6,900 900 6,500
Number of Substation Caused Interruptions 159 144 129 158 141 103 123 145 -22 145
SAIDI - Rural - duration in hours 8.2 8.2 8.1 8.6 9.1 9.1 9.4 9.1 0.3 9.0
SAIFI - Rural - frequency of outages 3.3 3.3 3.0 3.4 3.4 3.1 3.0 3.4 -0.4 3.4
SAIDI - Urban - duration in hours 2.7 3.2 2.2 2.8 2.8 2.4 2.4 2.8 -0.4 2.8
SAIFI - Urban - frequency of outages 1.6 1.7 1.6 2.3 1.4 1.6 1.4 1.7 -0.3 1.7
Large Customer Interruption Frequency (LDA's) - frequency of outages 118 147 228 136 162 143 19 143

*There were no station refurbishment units matching the criteria completed in 2012
**Number of line kms are based on the annual OEB Yearbook of Electricity Distributors' report, with 2017 and 2018 targets based on 2015 line km actuals.
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1.2 PRODUCTIVITY FACTOR 1 

 2 

The Productivity Factor (“X”) is equal to the sum of Hydro One’s Custom Industry Total 3 

Factor Productivity measure and Hydro One’s Custom Productivity Stretch Factor.  4 

Hydro One engaged Power System Engineering (“PSE”) to undertake a study of the Total 5 

Factor Productivity (“TFP”) for the electricity distribution functions of Hydro One and 6 

the Ontario industry (Exhibit A, Tab 3, Schedule 2, Appendix 1) and to undertake a 7 

custom econometric benchmarking study of Hydro One’s total distribution costs and 8 

recommend a Custom Productivity Stretch Factor (Exhibit A, Tab 3, Schedule 2, 9 

Appendix 2), consistent with the Handbook.  10 

 11 

Based on these studies, Hydro One’s proposed Productivity Factor of 0.45% reflects the 12 

sum of the Custom Industry Total Factor Productivity measure of 0% and a Custom 13 

Productivity Stretch Factor of 0.45%.  The proposed Total Factor Productivity measure is 14 

consistent with the industry TFP metric of 0% adopted by the Board in EB-2010-0379. 15 

The productivity stretch factor of 0.45% derived by the PSE study differs from the stretch 16 

factor of 0.6% assigned to Hydro One by the OEB, as determined by the total cost 17 

econometric model developed by Pacific Economics Group (“PEG”). As outlined in the 18 

PSE report, Hydro One believes that the dataset in PSE’s analysis, which includes 19 

utilities outside of Ontario, provides a more accurate benchmark assessment of Hydro 20 

One’s relative performance. 21 

 22 

The Productivity Factor used in the RCI will not be updated annually over the 2019 to 23 

2022 portion of the Custom IR term.  In its total cost benchmarking study, PSE 24 

conducted a forward-looking analysis using Hydro One’s forecast costs for 2018-2022.  25 

This analysis concluded that Hydro One’s forecast costs are likely to continue to support 26 

a 0.45% stretch factor ranking throughout the incentive rate-setting period. 27 
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analysis that is transparent and replicable.  Productivity factors are typically measured 
using estimates of the long-run trend in TFP growth for the regulated industry.1 

  
Lastly, the Renewed Regulatory Framework (RRF) stated on page 17, 
  

The Board has concluded that X-factors for individual distributors under 4th Generation IR 
will continue to consist of an empirically derived industry productivity trend (productivity 
factor) and stretch factor, but will be based on Ontario Total Factor Productivity (TFP) 
trends.2 

 
The outputs used for the industry TFP trends should also be generally based on billing determinants 
that are related to how the distributor collects revenue.  However, in determining performance, 
other non-revenue producing, valued outcomes should be incorporated into the evaluation.  The 
condition to have outputs and weights that approximate distribution revenue collection would 
exclude the use of the adjusted TFP index as the basis for the productivity factor in incentive 
regulation, even if we had an industry-wide measure of it. 
 
The following figure provides the annual growth rates in Hydro One’s adjusted TFP.   

Figure 1 Hydro One Annual TFP Growth Rates (Adjusted TFP) 

 
 
Hydro One has modest growth in 2003 and 2004, nearly zero growth in 2005, and then negative 
TFP in 2006 and 2007.  Another two years of negative growth occurred during and right after the 

                                                 
1 Ontario Energy Board.  EB-2007-0673 Report of the Board on 3rd Generation Incentive Regulation for Ontario’s 
Electricity Distributors.  July 14, 2008. Page 12. 
 
2 Ontario Energy Board.  Report of the Board on Renewed Regulatory Framework for Electricity Distributors: A 
Performance-Based Approach.  October 18, 2012. 
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 Z-FACTOR 3.1 

 2 

The challenge inherent in a five-year Custom IR is the need to contend with material, 3 

unexpected costs.  The Revenue Requirement that Hydro One is seeking in this 4 

Application is expected to enable the company to carry out the work that is planned over 5 

the 2018 to 2022 test years.  The applied-for Revenue Requirement is not sufficient to 6 

address the prudent costs of material events that are outside the control of the utility and 7 

have not been forecast.  Therefore, Hydro One is proposing, consistent with the 8 

Handbook, that the Board’s Z-factor mechanism be available over the 5-year term of this 9 

Custom IR Application.   This is consistent with the principles of the RRF.   The criteria 10 

that would apply to the use of the Z-factor mechanism are those outlined by the Board in 11 

Chapter 3 of the Filing Requirements for Electricity Distribution Rate Applications and 12 

the guidelines provided in section 2.6 of the Board’s Report on 3rd Generation Incentive 13 

Regulation for Ontario’s Electricity Distributors (July 14, 2008).    14 

 15 

Events that may necessitate the use of the Z-factor mechanism include: 16 

x Extreme weather events such as storms; 17 

x Investments that are government-mandated or otherwise outside of management’s 18 

control such as: 19 

o Smart Meters or similar type programs; 20 

o Conservation and Demand Management; 21 

o Regional Planning;  22 

x Changes to IESO market rules;  23 

x Changes to OEB codes, policies or other directions; 24 

x Changes to accounting frameworks or technical standards;  25 

x Changes to government policy, legislation, or regulation, such as environmental laws; 26 

and 27 

x Any other one-time or ongoing events that meet the Z-factor criteria.  28 
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