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January 21, 2019 
 
BY COURIER 
 
Ms. Kirsten Walli 
Ontario Energy Board 
Suite 2700, 2300 Yonge Street 
P.O. Box 2319 
Toronto, ON, M4P 1E4 
 
Dear Ms. Walli: 
  
EB-2018-0218 – Hydro One Sault Ste. Marie’s Application for 2019 Revenue Cap and 
Other Related Matters – Undertaking Responses 

 
Please find enclosed responses to undertakings from the Technical Conference held on January 
14 - 15, 2019 in regards to the above noted proceeding. 
 
This filing has been submitted electronically using the Board's Regulatory Electronic Submission 
System and two (2) hard copies will be sent via courier. 
 
 
Sincerely, 
 
ORIGINAL SIGNED BY JEFFREY SMITH 
 
Jeffrey Smith 
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UNDERTAKING – JT 1.1 1 

 2 

Undertaking 3 

To file the services agreement between Hydro One and Hydro One Sault Ste. Marie, 4 

subject to proprietary or confidential information 5 

 6 

Response 7 

See the Affiliate Agreement for HOSSM included with this undertaking as Attachment 8 

#1. 9 
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UNDERTAKING – JT 1.2 1 

 2 

Reference 3 

Ref: Exhibit I, Tab 5, Schedule 37 4 

 5 

Undertaking 6 

To provide a weighted average of the percentage labour and percentage non-labour for 7 

the IPI weights based on some manner of weighting for the size of the utility 8 

 9 

Response 10 

The answer to this question was provided at the technical conference and can be found on 11 

page 58 of the Technical Conference Transcript for January 14, 2019.  12 
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UNDERTAKING – JT 1.3  1 

 2 

Undertaking 3 

To provide the actual 2018 OM&A and capital 4 

 5 

Response 6 

Based on preliminary, full-year, 2018 financial results for Hydro One SSM: 7 

OM&A - $9.4M, 8 

Capital expenditures - $6.3M. 9 

 10 

Please note that at time of writing, results for 2018 are unaudited and thus are subject to 11 

potential change.   12 
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UNDERTAKING – JT 1.4  1 

 2 

Undertaking 3 

To revise the numbers in Table 2, Capital Expenditure summary from Chapter 5 4 

consolidated and to extend it to the year 2026 5 

 6 

Response 7 

Below is the table showing the correct, reconciled, forecast amounts for the years 2018-8 

2026 in a table fundamentally the same as Table 2 from Exhibit B2, Tab 1, Schedule 1, 9 

Attachment 2. 10 

 11 

Forecast Period (Planned) 

   2018  2019  2020  2021  2022  2023  2024  2025  2026 

$000,000s 

System Access  0  0 0 0 0 1.4  3.4 0 0

System Renewal  5.1  3.0 8.0 7.9 5.9 7.6  7.1 8.7 7.8

System Service  1.3  1.3 2.6 2.8 5.5 0.3  0.3 1.6 0.6

General Plant  0.1  2.9 0.1 0.1 0.1 0.1  0.1 0.1 0.1

TOTAL CAPITAL EXPENDITURE  6.5  7.1 10.7 10.7 11.5 9.4  10.8 10.4 8.5

System O&M  9.4  10.7 11.0 11.2 11.4 11.6  11.8 12.0 12.2

 



Filed: 2019-01-21 
EB-2018-0218 
Exhibit JT 1.5  
Page 1 of 1 

 
UNDERTAKING – JT 1.5 1 

 2 

Undertaking 3 

To make best efforts to provide a ballpark estimate of costs associated with pole 4 

replacements 5 

 6 

Response 7 

The estimated average cost of a typical, two-pole, H frame transmission structure with all 8 

associated fittings is as follows: 9 

 10 

Structure Primary Material  Structure Cost1 
Wood $15,000 

Composite $29,000-$38,000 
 11 
1Note that variation of costs can arise from differences in structure heights/pole ratings, 12 

site accessibility restrictions and other factors. 13 
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UNDERTAKING – JT 1.6 1 

 2 

Undertaking 3 

To advise whether there are updated reliability indices available for the years 2016, 2017, 4 

and 2018 associated with table 6; if so, to provide an updated table 6 inclusive of the 5 

2016 and 2017 and 2018 indices. 6 

 7 

Response 8 

Included below is the updated table including the years 2016, 2017 and 2018 as 9 

requested. 10 

 11 

    2010  2011  2012  2013  2014  2015  2016  2017  2018 

HONI  SAIDI  28.1  39.6  75.9  184.3  40.7  66.1  34.4  246.1 21.3
HOSSM  SAIDI  150.7  296.7  176.8  861.1  25.4  79.8  10.0  30.9 252.5
HONI  SAIFI  0.76  0.50  0.86  0.97  2.23  0.81  0.84  2.14 0.69
HOSSM  SAIFI  1.33  2.14  2.24  1.37  0.47  0.89  0.37  0.42 0.22
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UNDERTAKING – JT 1.7 1 

 2 

Undertaking 3 

To advise whether Hydro One SSM has access to Hydro One reliability indices showing 4 

performance of the overall HONI system exclusive of major weather events, if that 5 

information is available to representatives of Hydro One Sault Ste. Marie. 6 

 7 

Response 8 

See updated table attached to Undertaking JT1.6.  This is made available to Hydro One 9 

SSM representatives. 10 



Filed: 2019-01-21 
EB-2018-0218 
Exhibit JT 1.8  
Page 1 of 1 

 
UNDERTAKING – JT 1.8 1 

 2 

Undertaking 3 

To explain the difference between the forecasted capital expenditures with the transaction 4 

taking place in the MAADS application and the TSP 5 

 6 

Response 7 

The reason for this difference primarily lies in how the estimates were calculated. 8 

 9 

The capital plan scenarios described in the MAADs case were derived by taking the 10 

capital plan supplied by GLPT and estimating what costs could potentially be 11 

reduced/avoided from a top-down basis. The explanations included in the MAADs case 12 

on Page 4-5 of EB-2016-0050, Exhibit A, Tab 2, Schedule 1 describe those potential 13 

savings.  This review was done with the GLPT plan with no supplemental asset analysis 14 

performed. 15 

 16 

The capital plan proposed in this application is the result of a bottom-up process executed 17 

within an investment planning process on the basis of a detailed Asset Condition 18 

Assessment. Details of this assessment are included throughout the TSP in this 19 

application. The average capital spending envisioned over the term is in-line with the 20 

expected depreciation of the asset fleet, which, given the condition of the HOSSM asset 21 

fleet described in the METSCO ACA, is appropriate.  22 

 23 

A very detailed explanation of the differences between the original GLPT plan and the 24 

currently proposed plan is included in the evidence in Exhibit B2, Schedule 2, Tab 1.   25 
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UNDERTAKING – JT 1.9 1 

 2 

Undertaking 3 

To reconcile the capital line and the OM&A lines in IR No. 41, as well as in IR 40, Table 4 

2 referred to earlier 5 

 6 

Revised IR 7 

The reconciliation should be amongst all of the IRs: Staff-40, Staff-41 & SEC-8 8 

 9 

Response 10 

In lieu of a reconciliation amongst the referenced tables, the corrected, forecasted future 11 

expenditures are included in the Table included in Undertaking JT1.04. 12 
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UNDERTAKING – JT 1.10 1 

 2 

Undertaking 3 

To provide a copy of the initial proposal that was given to HATCH 4 

 5 

Response 6 

Hydro One SSM officials reviewed their archives but are unable to locate and provide a 7 

copy of the original proposal provided to Hatch regarding their asset study.  8 
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UNDERTAKING – JT 1.11 1 

 2 

Undertaking 3 

To provide a forecast of in-service additions for 2019. 4 

 5 

Response 6 

Hydro One SSM’s current forecast for the amount of capital expenditures to be in-7 

serviced in 2019 is $2.4 million. 8 
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UNDERTAKING – JT 1.12 1 

 2 

Undertaking 3 

To file the Hydro One scorecard from 2016 4 

 5 

Response 6 

Please find as Attachment 1 to this undertaking, a copy of Hydro One Transmission’s 7 

proposed scorecard filed as Attachment 1 to Exhibit B2, Tab 1, Schedule 1 from the EB-8 

2016-0160 proceeding; the most recently approved Hydro One Transmission rate 9 

application.  10 
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UNDERTAKING – JT 1.13 1 

 2 

Undertaking 3 

To explain the delivery point standards being adopted by HOSSM, to explain the 4 

application of the standard of the CDPP 5 

 6 

Response 7 

Table 2 included in Staff IR#53 represents the sum of the Duration/Frequency 8 

measurements for all delivery points (“DP”) by class. An average per DP could be 9 

determined by dividing that sum by the number of DPs.  To use the example data point 10 

discussed in the transcript, The Minimum Standard listed in Table 2 for the 0-15 MW 11 

class is shown as 5,040 minutes across 14 DPs.  That equates to an average minimum 12 

Standard of 360 per DP, which coincides with the number for that standard provided in 13 

Table 1, also located in Staff IR #53. 14 
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UNDERTAKING – JT 2.1 1 

 2 

Undertaking 3 

To provide the excel spreadsheet summarizing the capital plan 4 

 5 

Response 6 

Please find below, the excel spreadsheet provided to the Managing Director of HOSSM 7 

summarizing the capital plan.8 
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 1 

2018 2019 2020 2021 2022 2023 2024 2025 2026 Total

Transmission Line Upgrades Project Priority

Wood Structure Replacements 1 4,800,000$                4,000,000$                  4,000,000$                  4,000,000$                   4,000,000$                   4,000,000$                24,800,000$                

Sault #3 Structure & Conductor Replacement 1 250,000$                    3,000,000$                7,000,000$                  7,000,000$                   17,250,000$                

Station Upgrades

Watson TS Protection Upgrade 1 1,100,000$                1,100,000$                  

Third Line TS T2 Replacement 1 850,000$                      1,700,000$                  2,250,000$                  4,800,000$                  

Steelton TS Breaker Upgrade 1 200,000$                      960,000$                      1,160,000$                   2,320,000$                  

Hollingsworth TS Protection Upgrade 1 500,000$                      500,000$                      

Clergue TS M/C Switchgear Replacement 1 1,000,000$                   3,800,000$                4,800,000$                  

Greenfield Station 1 1,000,000$                2,350,000$                  2,500,000$                   5,250,000$                  11,100,000$                

Echo River TS Transformer Replacement 2 1,440,000$                  3,360,000$                   4,800,000$                  

Echo River TS Breaker Replacement 2 1,000,000$                  1,000,000$                  

Third Line TS Protection Upgrade 2 500,000$                      500,000$                      

Watson TS Power System Upgrade 2 1,000,000$                   3,700,000$                   4,700,000$                  

Third Line TS Storage Building 3 750,000$                    750,000$                      

Steelton TS Line Disconnect Upgrade 3 300,000$                      300,000$                    600,000$                      

Northern Ave TS T1 Replacement 3 400,000$                      950,000$                      1,350,000$                  

Consolidation Capital & Minor Fixed Assets 4 225,000$                    250,000$                    250,000$                      250,000$                      250,000$                      250,000$                      250,000$                      250,000$                      250,000$                    2,225,000$                  

General Plant 4 125,000$                    125,000$                    125,000$                      125,000$                      125,000$                      125,000$                      125,000$                      125,000$                      125,000$                    1,125,000$                  

Land Acquisitions 4 ‐$                             2,000,000$                2,000,000$                  

Total 6,500,000$                7,125,000$                10,725,000$                10,725,000$                11,525,000$                9,425,000$                  10,845,000$                10,375,000$                8,475,000$                85,720,000$                

Average Annual Investment 9,524,444.44$           
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UNDERTAKING – JT 2.2 1 

 2 

Undertaking 3 

To provide written explanation of how the spreadsheet was arrived at and what it 4 

signifies 5 

 6 

Response 7 

The spreadsheet is a template to classify and score the risk taxonomies inherent in 8 

potential investment projects under consideration. The template is comprised of 9 

dropdown and manual input cells to assist the scorers in their effort. The output of the 10 

template preparation process and subsequent deliberation that takes place in the 11 

Challenge Sessions (described in Exhibit B1-1-1 p. 70), is a computable risk score that 12 

represents the specific sources and magnitudes of risk that each project can be expected 13 

to mitigate, if pursued. Hydro One developed the template in-house and has used it in the 14 

HOSSM Investment Planning and Prioritization process to consider potential trade-offs 15 

among the candidate projects. 16 

 17 

The first section is the investment information and description section. This allows for the 18 

description of the project scope and reasoning supporting it, including available evidence 19 

of condition, operating history, etc. An asset or a strategic driver is selected, in addition 20 

to investment staging and parent/child investments (if they exist). Identifying whether the 21 

investment will be executed in lines or in stations portfolio is selected and described here.  22 
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The second section is the flagging section. This is separated into two subsections, 1 

mandatory and discretionary flags. If a project is associated with a mandatory flag, such 2 

as ‘compliance’ or ‘3rd party request’, its priority is greatly increased during the 3 

prioritization process. Discretionary flags, such as ‘embedded productivity’ or 4 

‘corrective’ maintenance serve as reminders to elevate the priority of the investment 5 

during the prioritization process. The more mandatory or discretionary flags that a project 6 

is assigned, the more highly it will slot into project prioritization. See exhibit B-1-1 pp. 7 

67-68 for an additional discussion of the Flagging process. The reasoning for use of 8 

particular flags undergoes discussion during the Challenge Sessions.     9 

 10 

The next major section is Risk Scoring. This is where safety, environment, and reliability 11 

risks are classified by their ‘Worst Reasonable Direct Impact’ or WRDI. This is usually a 12 

description of the worst event that would be a direct result of deferring execution of the 13 

project. A baseline impact and probability are described and computed, to serve as the 14 

“do nothing” impact comparison. The residual impact and probability, which will take 15 

effect after the investment has been completed, are also described and computed. In this 16 

way, and for each risk taxonomy (safety, reliability, environment), a risk ‘delta’ can be 17 

arrived at using the risk matrix.  18 

 19 

The rationale for selecting particular risk magnitude values and/or the failure scenarios 20 

associated with a WRDI scenarios undergo detailed discussion and deliberation at the 21 

Challenge Sessions. 22 
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 1 

The next section describes the annual savings that could be realized through the 2 

investment under investigation, as well as the total gross dollar investment required to see 3 

the project through to completion. When relevant / available, these values are taken from 4 

investment estimates and are expressed in real dollars. 5 

The result of the process is an investment summary that describes the impacts, 6 

probabilities, drivers, taxonomies, and financial scope of a potential project investment in 7 

a quantifiable manner to enable relative comparison and ranking to other projects 8 

supported by templates developed in a similar fashion. Supported by the risk framework, 9 

the output data can be further analyzed on a variety of metrics, such as risk mitigated per 10 

dollar spend, and feeds directly into the project prioritization process. Utilization of the 11 

prioritization tool allows for the highest-impact projects to be selected through a 12 
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standardized framework that draws on all of the available information regarding the 1 

project drivers, and is supported by Challenge Session deliberations that ensure the 2 

objectivity of the underlying categorization scoring and analysis.  3 
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UNDERTAKING – JT 2.3 1 

 2 

Undertaking 3 

To inquire whether information is available about the presence of PCB oil in Sault Ste. 4 

Marie’s power transformers 5 

 6 

Response 7 

Hydro One SSM does possess an inventory of PCB contaminated assets.  8 

The historical inventory of PCB contaminated assets is being verified and monitored via 9 

regular sampling. 10 

 11 

The contaminated assets will be removed or replaced in line with the timelines mandated 12 

in the legislation. 13 
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UNDERTAKING – JT 2.4  1 

 2 

Undertaking 3 

To peruse Table A in the handout and confirm or disconfirm that for each year and for 4 

each company Dr. Schwartz has indices for each year 5 

 6 

Response 7 

Mr. Fenrick examined the indices displayed in Table A and can confirm they were copied 8 

correctly from PSE’s working papers. 9 
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UNDERTAKING – JT 2.5  1 

 2 

Undertaking 3 

To advise whether in Table B the percentage changes were calculated arithmetically or 4 

logarithmically 5 

 6 

Response 7 

Mr. Fenrick verified the percentage changes calculated in Table B were calculated 8 

arithmetically and can confirm they were calculated correctly in Table B using the 9 

arithmetic method. 10 
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UNDERTAKING – JT 2.6  1 

 2 

Undertaking 3 

To confirm the number of positive TFP results in Table B 4 

 5 

Response 6 

Confirmed. There are 209 positive TFP results in Table B. 7 
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UNDERTAKING – JT 2.7 1 

 2 

Undertaking 3 

To provide an opinion on Mr. Hovde’s alternate calculation for average annual growth 4 

rate 5 

 6 

Response 7 

Yes, the method of taking the end point and starting point values of the TFP indexes and 8 

calculating the TFP arithmetically would be more legitimate than calculating each year 9 

arithmetically and then averaging those values.   10 
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UNDERTAKING – JT 2.8 1 

 2 

Undertaking 3 

To review Peg’s conjecture and provide revised results, if required, that the issue lies 4 

with only restricting the sample to “bad TFP observations”, and not additionally for 5 

“excluded observation” 6 

 7 

Response 8 

Mr. Fenrick has reviewed PEG’s conjecture and the revised results will lower the 2004 to 9 

2016 industry average annual TFP trend by approximately 0.06%.  Please see the 10 

response to undertaking JT 2.9 for the TFP trend estimates after the two revisions have 11 

been incorporated. 12 
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UNDERTAKING – JT 2.9  1 

 2 

Undertaking 3 

To review PEG's conjecture and provide revised results, if required, that there are two 4 

sets of commands that calculate weighted averages of historic levelized asset prices, i.e. 5 

triangulized weighted averages.  The first is for HON, which calculates the average for 46 6 

years ending in 2002.  The second is for the 46 years ending in 1989 used for U.S. 7 

companies.  It appears that the values of the levelized asset price index, i.e. the variable 8 

wka, were not calculated for years prior to 1963 that are needed for the U.S. calculations. 9 

 10 

Response 11 

Mr. Fenrick has reviewed PEG’s conjecture and agrees with PEG that years prior to 1963 12 

were not calculated for the wka variable.  Mr. Fenrick has inserted these calculations.  13 

Making this change reduces the industry TFP 2004-2016 trend by approximately 0.10%.  14 

Based off the PSE results found in Exhibit I, Tab 1, Schedule 65, part (b), the 2004 to 15 

2016 industry TFP trend becomes -1.45% with the wka revision and the revision found in 16 

JT 2.8.  This compares to -1.29% found in I-1-65 part (b).  The 2010-2016 industry TFP 17 

trend becomes -2.39% compared to -2.50% found in I-1-65 part (b). 18 

 19 

The total cost benchmarking results for Hydro One Networks also have slight revisions 20 

due to the wka revision.  The 2014 to 2016 average is now -21.8% compared to the  21 

-22.5% found in I-1-65 part (b).  The 2019 to 2022 is now -25.1% relative to -25.3%. 22 
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UNDERTAKING – JT 2.10  1 

 2 

Undertaking 3 

To provide the variable names that corresponds to responses in part H 4 

 5 

Response 6 

The working papers in the Excel sheet entitled, “Final Dataset and Tables Used.xls”, 7 

worksheet “SST” include the variables that were tested in part (h) of I-1-65.  The variable 8 

names in that worksheet are: 9 

 10 

pforgis = The percentage of service territory forested (found in column T)  11 

 12 

elevstd = Statistical deviation of the elevation within the service territory (found in 13 

column V) 14 

 15 

avgcir = Average circuits (column AI) 16 

 17 

wdd10 = Hourly wind readings above 10 knots, where in each hour the wind reading 18 

minus 10 is added to the variable (column BH) 19 

 20 

cel30 + celmin15 = Extreme weather temperatures measured by the sum of cooling 21 

degree hours above 30 degrees Celsius plus heating degree hours below minus 15 degrees 22 

Celsius (sum of columns BI and BJ). 23 
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UNDERTAKING – JT 2.11  1 

 2 

Undertaking 3 

To provide a weighted average return on capital 4 

 5 

Response 6 

 7 

Year 

Weighted Average Cost of Capital (WACC)
(%)1 

2002 N/A 

2003 N/A 

2004 N/A 

2005 N/A 

2006 N/A 

2007 6.82

2008 6.78

2009 6.53

2010 6.60

2011 7.07

2012 6.86

2013 6.46

2014 6.59

2015 6.59

2016 6.54

2017 6.20
[1] Hydro One Transmission did not have rate applications between 2002 and 2006. As such, allowed 8 

WACC is not provided for those years. 9 
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UNDERTAKING – JT 2.12  1 

 2 

Undertaking 3 

To provide whatever information available on customer contributions and what 4 

percentage that is of the total property, plant and equipment. 5 

 6 

Response 7 

Hydro One is unable to provide customer contributions received as a percentage of the 8 

total property, plant and equipment as this amount is not tracked.  Hydro One employs 9 

the standard functionality for project and fixed asset accounting of its enterprise software 10 

(SAP).  Capital contributions are normally received from a customer during construction 11 

of the asset and are applied against the project cost during construction, which reduces 12 

CIP and capital spend (CAPEX).  When an asset is capitalized, standard SAP 13 

functionality moves the dollar value in the project to the fixed asset; however detailed 14 

costs from the project, including cost reductions for capital contributions, are not linked 15 

to the fixed asset.  The view from the fixed asset sub-ledger is only net costs to build the 16 

asset.   17 
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UNDERTAKING – JT 2.13  1 

 2 

Undertaking 3 

To advise of the location of the breakdown in the working papers 4 

 5 

Response 6 

The voltages by KM of line data for Hydro One Networks are provided in the PSE 7 

working papers.  The data can be found in the “HONData.xls” Excel file.  In the 8 

worksheet entitled, “HON Data” columns P through Y will have the voltages and the KM 9 

of line at that voltage for Hydro One by year.  For example, column P is labeled 10 

“km69pl”, this means the voltage is 69 kV and this is a pole length measurement.  11 

Column U is labeled “km69ci” and this means the voltage is 69 kV and this is a circuit 12 

length measurement.  The underlying data is linked to these cells so that the raw data 13 

provided to PSE by Hydro One Networks to support the calculations can be examined. 14 
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UNDERTAKING – JT 2.14  1 

 2 

Undertaking 3 

To provide the Hydro One percentage or if not possible to advise it's something not 4 

calculated easily 5 

 6 

Response 7 

Hydro One Networks does not have transmission-allocated salaries information for the 8 

full study period and therefore cannot exactly reproduce PSE’s calculation which reflects 9 

the average of each utility over the sample period. Hydro One Networks also notes that 10 

its cost data is not separated in the same categories as indicated in the formula shown on 11 

page 49 of Exhibit D-1-1, Attachment 1 (“the PSE study”) however, Hydro One 12 

Networks has provided an illustrative sample calculation for 2014-2016 which reflects 13 

the last 3 years of actual data in the PSE study.  14 

 15 

Hydro One’s understands that the methodology utilized by PSE takes the in-year 16 

transmission portion of salaries, not including pension and benefits, plus the costs of 17 

outside services employed and divides these amounts by the utility’s Total Costs for that 18 

year as defined by PSE’s Total Cost Benchmarking model. 19 

 20 

Value 2014 2015 2016 

Tx Salaries (A)  $422,037,179 $407,638,106  $404,880,400 

Outsourcing Costs (B) $32,069,685 $32,592,537  $31,658,770 

PSE Model Total Costs1 $2,123,453,000 $2,230,624,000  $2,289,979,000 
Labour as % of Total Costs 
([A+B]/C) 

21.4% 19.7% 19.1%

 

                                                 
1 As per Exhibit I, Tab 5, Schedule SEC-20. 
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UNDERTAKING – JT 2.15  1 

 2 

Undertaking 3 

To make best efforts to look at the TFP and cost benchmarking approaches used by the 4 

board in the past and currently used now for distribution, and the two studies done for 5 

TFP and benchmarking, put them side by side, and explain what the differences are 6 

 7 

Response 8 

The PSE approach used to calculate transmission TFP and cost benchmarking for Hydro 9 

One Networks is quite similar to the approach used in the 4th Generation IR research for 10 

electric distributors.  Some differences are due to the fact this is an electric transmission 11 

rather than an electric distribution study.  Therefore, the included variables and outputs 12 

are different.  For example, the distribution study used the number of customers and 13 

maximum system peak demands as outputs.  In the PSE transmission study we use KM of 14 

transmission line and maximum transmission peak demands.   15 

 16 

The PSE study also includes variables in the total cost model such as transmission 17 

substation capacity per substation, the number of substations per KM of line, average 18 

transmission line voltages, construction standards of building transmission poles, and the 19 

percent of transmission lines underground.  Naturally, these variables are specific to a 20 

transmission study and are not included, nor should they be, in the 4th Generation IR 21 

distribution studies.  The assumed depreciation rate is also customized for transmission.  22 

While both the 4th Generation IR studies and the PSE transmission studies use the 23 

geometric decay method for capital due to the reality that capital assets degrade over 24 

time, transmission assets tend to have longer service lives than distribution assets.  PSE 25 

used a 3.59% depreciation rate assumption in our research versus a 4.59% depreciation 26 

rate assumption in the distribution-related research.  27 

 28 

A second key difference is in the sample.  The 4th Generation IR research for distributors 29 

focused on calculating TFP and benchmarking results using only an Ontario sample of 30 

electric distributors.  The PSE transmission study uses a U.S. sample plus Hydro One.  31 

Conducting an Ontario-only sample is not feasible given the lack of transmission utilities 32 

in Ontario plus the incomparability with Hydro One Networks.  The use of a U.S. sample 33 

necessitates some differences in items such as the input prices used.  PSE also levelized 34 

capital construction costs to align capital prices with the service territory served by the 35 

utility.  This improves the accuracy of the total cost benchmarking.  This levelization was 36 

not done in the 4th Generation IR total cost benchmarking.  The sample period in the 4th 37 
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Generation IR study was 2002 to 2012, a ten-year period.  The current PSE transmission 1 

study has a sample period from 2004 to 2016, a twelve-year period.  2 
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UNDERTAKING – JT 2.16  1 

 2 

Undertaking 3 

To advise the percentage of the value of underground plant as compared to overall net 4 

plant for a recent historical year. 5 

 6 

Response 7 

Hydro One has provided the value of underground plant as compared to overall net plant 8 

for the most recent historical years. Hydro One notes that this percentage may fluctuate 9 

over time depending on the composition of assets placed in service and cannot say for 10 

certain if these percentages would hold over the PSE study period. Hydro One cannot 11 

provide the information for a longer time period as this information is not readily 12 

available. 13 

 14 

($ million) 2015 2016 2017 
Underground Plant (A) $ 409.0 $ 461.0 $ 462.0 
Total Plant (B) $ 15,398.1 $ 16,274.2 $ 17,076.7 
% (A/B) 2.66% 2.83% 2.71% 

 15 

The amounts above are the gross asset numbers for Hydro One Networks Transmission. 16 
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UNDERTAKING – JT 2.18 1 

 2 

Undertaking 3 

To revise the number of the total credit balance to the correct amount and to revise Table 4 

2 to clear the full amount of 1.2 million credit against the 2019 proposed revenue 5 

requirement 6 

 7 

Response 8 

 9 

Table 1 – Calculation of the Annual Deferral Account Balance 10 

Deferral and Variance Account Balance.1 94,909 
Account 1595 - Forecast 2018 Closing Balance2 1,115,593 
Total  1,210,502 
Period of Disposition (Years) 1
Annual Amount of Disposition 1,210,502 

 11 

Table 2 – Forecast Revenue Requirement 2019 12 

Prior Year Base Revenue Requirement $39,778,1203 
Inflation factor4 1.012 
Current Year Base Revenue Requirement $40,255,457 
Deferral Account Disposition $1,210,502 

Total Revenue Requirement for UTR's $39,044,955 
 

                                                 
1 Balance requested for approval per Exhibit E, Tab 1, Schedule 1 
2 Forecast balance of Deferral Account 1595 per Exhibit E, Tab 1, Schedule 4, page 6 
3 2018 Base Revenue Requirement per Exhibit D, Tab 2, Schedule 1, Table 3 
4 The inflation factor assumes the value used for 2019 per Exhibit D, Tab 2, Schedule 1, Table 3. 
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