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OEB STAFF INTERROGATORY 8

1.0 Revenue Requirement, Operating Costs and Capital Spending
1.4 Is the IESO'’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
Staff IR #8

INTERROGATORY

Reference: Exhibit A-2-2. Pg. 23
Preamble:

Appendix 3 of the IESO’s 2018-2020 Business Plan provides a detailed account of all planned
capital expenditures over the three-year planning period.

Questions:

a) Who at the IESO is responsible for approving the capital projects and related project
budgets listed in Appendix 3?

i. Please provide a description of the process(es) used by IESO staff to gain approval/sign-
off for capital projects.

b) Please provide an update on the capital spending plan in Appendix 3.

i. Does the IESO still expect to spend an amount of $26.6 million on capital projects in
2018, which includes $4 million for Market Renewal expenditures?

RESPONSE

a) As stated in Exhibit A-2-2, page 17, core operating initiatives with commitments are
approved individually on an ongoing basis. Capital expenditures are supported by business
cases which are reviewed by subject matter experts, the Project Management Office and
project sponsor and approved by the appropriate level of management as per approval
limits in IESO’s Organizational Authority Register (OAR).

b) The capital envelope for 2018 is $26.6 million and includes $4 million for Market Renewal
related projects. Actual capital spending for YTD June is $7.2 million and full year spending
is forecast to be under budget.



Page Intentionally Blank



10
11

Filed: August 31, 2018
EB-2018-0143

Exhibit I

Tab 1.4

Schedule 2.08 AMPCO 8
Page1of1

AMPCO INTERROGATORY 8

1.4 Is the IESO'’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
1.4-AMPCO-8

INTERROGATORY

Ref: Exhibit B-2-1 Page 2

Preamble: The IESO indicates a summary of capital spending and associated project
descriptions is included in Appendix 4.

a) Please provide the project descriptions as per Appendix 4.
RESPONSE

a) Please see the project descriptions of the 2018-2020 Capital Plan found in the evidence at
Exhibit A-2-2, Appendix 3: IESO Capital Spending, page 24.
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AMPCO INTERROGATORY 9

1.4 Is the IESO'’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
1.4-AMPCO-9

INTERROGATORY

Ref: Exhibit B Tab 3 Schedule 1 Attachment 1 Appendix 2-AA.

Please add 2016 Plan, 2016 Actuals and 2017 Plan to the table and provide an excel version of
Attachment #1.

RESPONSE

Please see Attachment 1 to this exhibit for a pdf version of the updated Appendix 2-AA (capital
projects) with 2016 Plan, 2016 Actuals and 2017 Plan added to the table. As requested, an excel

version of Attachment 1 is also being provided.
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Tab 1.4

Schedule 2.10 AMPCO 10
Page 1 of 2

AMPCO INTERROGATORY 10

1.4 Is the IESO'’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
1.4-AMPCO-10

INTERROGATORY

Ref: Exhibit B Tab 3 Schedule 1 Page 2

Preamble: the IESO indicates the $1.2 million lower than planned Operating Costs were
partially offset by increased compensation expenses resulting from slower than anticipated start
of capital projects as and as a result there were lower capital costs in the year.

a) Please explain the reasons for slower than anticipated start of capital projects.

b) Please discuss the IESO’s project management process including how the IESO reports
internally on cost, schedule and work completed for initiatives/projects.

c¢) When it is apparent that an investment will have a material change to scope, schedule or
cost from the approved plan, please explain how variances are managed.

RESPONSE

(a) Please see Attachment 1 of the response to AMPCO Interrogatory 9 at Exhibit I, Tab 1.4,
Schedule 2.09. The lower spending is primarily due to a number of the larger projects such
as CRS Replacement & Migration, Oracle Archetype Expansion, Wallboard Refresh and
MACD Enforcement Support Tool being in the initial stages of development for longer than
originally anticipated.

(b) The IESO establishes a capital envelope that it works within. As stated on page 17 of
Exhibit A-2-2, core operating initiatives with commitments are approved individually on an
ongoing basis. Once a project is approved, a Project Steering Committee (“PSC”) is
established. The PSC meets regularly, typically monthly, and provides oversight and
direction to the project team. The PSC monitors project progress against the approved
project cost, schedule, scope and project objectives. The Project Management office collects
project information on a monthly basis and creates a Project Portfolio Dashboard Report
that is presented monthly to the Executive Leadership Team.

(c) Where the project manager forecasts a material change that impacts the approved project
objectives, cost or schedule, the change is reviewed with the Sponsor and Project Steering
Committee to accept the change or take corrective actions. Where a change to the project
objectives, cost or schedule is approved by the PSC, the project manager prepares a Project
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Exception Report which is then subject to approval by the appropriate level of management
as per IESO’s Organizational Authority Register (OAR).
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AMPCO INTERROGATORY 11

1.4 Is the IESO'’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
1.4-AMPCO-11

INTERROGATORY

Ref: Exhibit B Tab 1 Schedule 1 Page7

Preamble: The evidence indicates 2016 and 2017 capital spending levels were $4.6 million and
$9.4 million lower than planned, respectively. The lower spending was primarily due to
changes in timing of the initial stages of development which are treated as expense, and a
number of minor projects that were not undertaken in year as planned.

a) For 2017, please provide a breakdown of the capital underspend and explain any key
variances.

b) Please provide the number of projects not undertaken as planned and the total value of the
projects.

RESPONSE

a) Please refer to the table provided in response to AMPCO Interrogatory 9 at Exhibit I,
Tab 1.4, Schedule 2.09, Attachment 1.

b) As per the table referred to above, the value of miscellaneous projects for 2017 was
budgeted at $5.4 million and the actual spending was $3.1 million. The projects included in
this category are smaller initiatives intended to support various business operations which
are prioritized against other work that is underway.
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CME INTERROGATORY 1
Issue 1.4 Is the IESO’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
CME #1
INTERROGATORY

Ref: EB-2018-0143 Exhibit A, Tab 2, Schedule 1, pages 1 and 2 of 2

At Exhibit A, Tab 2, Schedule 1, pages 1 and 2, the Applicant states “Capital projects in 2018 to
facilitate the delivery of core business functions and priority initiatives are expected to be $22.6
million, which includes $4 million for the next stage of the Market Renewal Project.”

At Exhibit A, Tab 1, Schedule 1 page 2 of 4, the Applicant requests approval for its proposed
2018 capital expenditure envelope of $26.6 million for capital projects.

(a) Please confirm that the total capital expenditure envelope is $26.6 million, broken out
between $22.6 million for capital projects related to core business functions, and $4 million
for the Market Renewal Project.

RESPONSE

(@) Yes, the total capital expenditure envelope is $26.6 million, broken out between
$22.6 million for capital projects related to core business functions, and $4 million for the
Market Renewal Project.
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Schedule 3.06 CME 6
Page1of1

CME INTERROGATORY 6

Issue 1.4 Is the IESO’s Capital Expenditure budget for Fiscal Year 2018 appropriate?
CME # 6

INTERROGATORY

Ref:  Exhibit B, Tab 2, Schedule 1 page 3 of 3

The Applicant states: “2016 and 2017 capital spending levels were $4.6 million and $9.4 million
lower than planned, respectively. The lower spending was primarily due to changes in timing
of the initial stages of development which are treated as expense, and a number of minor
projects that were not undertaken in year as planned.”

(a) What projects were not undertaken in the year as planned, and why?
(b) Have those projects been scheduled? If so, when will they be completed?
(c) Is the IESO on track to meet its listed 2018 capital envelope of $26.6 million? If not, why not?

RESPONSE

(a) and (b) Please see the table provided in response to AMPCO 9 at Exhibit I, Tab 1.4,
Schedule 2.09, Attachment 1.

(c) The capital envelope for 2018 is $26.6 million and includes $4 million for Market Renewal
related projects. Actual capital spending for year-to-date June is $7.2 million and full year
spending is forecast to be under budget. The lower spending is the result of some projects
being deferred and others still being in the early stages of the project where the work is not
of a capital nature.

For Market Renewal, the focus on high-level design in 2018 has resulted in a shift to more
operating costs in the near term instead of the planned capital work late in the year,
resulting in the forecast for Market Renewal capital spending to be below budget.
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Page1of2
SEC INTERROGATORY 17
1.4-SEC-17
INTERROGATORY

The IESO states: “2016 and 2017 capital spending levels were $4.6 million and $9.4 million lower
than planned, respectively. The lower spending was primarily due to changes in timing of the

initial stages of development which are treated as expense, and a number of minor projects that

were not undertaken in year as planned”.

a.

Please provide further details.

b. Please explain why based on the underspending in 2016 and 2017, the 2018 budget is

accurate.

RESPONSE

a. Please refer to the table provided in response to AMPCO 9 at Exhibit I, Tab 1.4,
Schedule 2.09, Attachment 1.
The lower spending is primarily due to a number of the larger projects such as CRS
Replacement & Migration, Oracle Archetype Expansion, Wallboard Refresh and MACD
Enforcement Support Tool being in the initial stages of development for longer than
originally anticipated.

b. The establishment of the capital envelope for the business plan considers a number of

factors including;:

the need to complete in-flight projects from previous years;

the need to undertake refresh projects which sustain and extend the service life of our
applications, infrastructure and facilities; and

the need to undertake initiatives to enhance the business to improve efficiency or
provide new or improved services.

In developing the capital envelope, the IESO considers the capacity and availability of
IESO resources to undertake these projects and estimates the timeline and budgets for
the new projects. Oftentimes, the development of the capital envelope occurs far in
advance of doing detailed planning and resource assignment for the projects. As the
IESO enters each year, the IESO then undertakes detailed planning and resource
assignment for each of the projects and makes risk-informed trade-offs on the proposed
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projects to ensure the right balance is struck between evolving the business, sustaining
the business, and mitigating corporate risk, based on available resources. Recognizing
that the IESO has underspent against its capital budgets in previous years, the IESO did
reduce its initial estimates based on a level of uncertainty in terms of timing and total
capital costs. As a result, the 2018 budget was appropriate at the time in which it was
developed.
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