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 2 

1. Reference: Exhibit M1, page 38 3 

In docket EB-2018-0218 (the “HOSSM Case” or simply “HOSSM”), Pacific Economics 4 

Group (“PEG”) corrected certain errors discovered by PSE in PEG’s response to 5 

interrogatory PEG-HOSSM-6i.  In an attachment labeled “Attachment PEG-HOSSM-6 

6i(b)” to that response, PEG displayed a table showing that Hydro One’s 2014-2016 7 

average total cost score was -22.87%, and that its 2019-2022 average total cost score 8 

was -12.35%.  Below is the table produced by PEG in the HOSSM Case. 9 
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a) Please confirm that PEG’s recommendation of the calibration the S-factor is 1 

based on the assumption that no other reductions are made to Hydro One’s 2 

proposed capital envelope. 3 

b) Please provide a reference in OEB materials that indicates or implies that the 4 

OEB intends the ACM/ICM materiality threshold to serve as a “markdown” on 5 

capital expenditures. 6 

c) Please explain why the OEB’s ACM/ICM mechanism is relevant when the OEB 7 

made clear as follows at p. 14 of the Report of the Board, New Policy Options for 8 

the Funding of Capital Investments: the Advanced Capital Module (emphasis 9 

added): 10 

…there must be a clear distinction between a cost of 11 

service application under the Price Cap IR option (with 12 

ACM proposals beyond the test year), and the Custom IR 13 

method. The use of an ACM is most appropriate for a 14 

distributor that: 15 

• does not have multiple discrete projects for each of the 16 

four IR years for which it requires incremental capital 17 

funding; 18 

• is not seeking funding for a series of projects that are 19 

more related to recurring capital programs for 20 

replacements or refurbishments (i.e. “business as usual” 21 

type projects); or 22 

• is not proposing to use the entire eligible incremental 23 

capital envelope available for a particular year. 24 
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