
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD

	FILE NO.:
	EB-2019-0082

	Hydro One Networks Inc.

	VOLUME:

DATE:

BEFORE:
	7
October 31, 2019
Emad Elsayed

Lynne Anderson

Robert Dodds
	Presiding Member
Member
Member


EB-2019-0082
THE ONTARIO ENERGY BOARD

Hydro One Networks Inc.

Application for electricity transmission rates for the period from January 1, 2020 to December 31, 2022
Hearing held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Thursday, October 31, 2019,

commencing at 9:32 a.m.

----------------------------------------

VOLUME 7
----------------------------------------


BEFORE:


EMAD ELSAYED

Presiding Member



LYNNE ANDERSON

Member



ROBERT DODDS

Member

JAMES SIDLOFSKY
Board Counsel

LJUBA DJURDJEVIC

MARTIN DAVIES
Board Staff

ARLEN STERNBERG
Hydro One Networks Inc. (HONI)
KATHLEEN BURKE

ALEX ZBARCEA
LISA DeMARCO
Anwaatin Inc.

SHELLEY GRICE
Association of Major Power Consumers in Ontario (AMPCO)
JOHN VELLONE
Association of Power Producers of Ontario (APPrO)

TOM BRETT
Building Owners and Managers Association of Toronto (BOMA)

SCOTT POLLOCK
Canadian Manufacturers & Exporters (CME)

JULIE GIRVAN
Consumers' Council of Canada (CCC)

TOM LADANYI
Energy Probe Research Foundation

ROGER HIGGIN

MARK RUBENSTEIN
School Energy Coalition (SEC)
MARK GARNER
Vulnerable Energy Consumers'

Coalition (VECC)
ALSO PRESENT:

DAVID BUTTERS
APPrO

1--- On commencing at 9:32 a.m.


1HYDRO ONE NETWORKS INC. - PANEL 3, resumed


     S. Gill, G. Lyle, D. Chum; Previously Affirmed
1Cross-Examination by Mr. Sidlofsky


33Cross-Examination by Ms. DeMarco


54Cross-Examination by Ms. Girvan


61--- Recess taken at 11:15 a.m.


61--- On resuming at 11:35 a.m.


62Cross-Examination by Mr. Garner


77Cross-Examination by Ms. Grice


102--- Luncheon recess taken at 12:47 p.m.


102--- On resuming at 1:50 p.m.


102Cross-Examination by Mr. Brett


124Questions by the Board


141--- Recess taken at 2:55 p.m.


141--- On resuming at 3:17 p.m.


141HYDRO ONE NETWORKS INC. - PANEL 4


     B. Alagheband, H. Andre, S. Fenrick,

     Stephen Vetsis, C. Li; Affirmed.

142Examination-in-Chief by Mr. Sternberg


168Cross-Examination by Mr. Vellone


202--- Whereupon the hearing adjourned at 5:00 p.m.




1EXHIBIT NO. K7.1:  STAFF COMPENDIUM FOR PANEL 3.


33EXHIBIT NO. K7.2:  ANWAATIN COMPENDIUM FOR PANEL 3


62EXHIBIT NO. K7.3:  VECC COMPENDIUM FOR PANEL 3


78EXHIBIT NO. K7.4:  AMPCO COMPENDIUM FOR PANEL 3


168EXHIBIT NO. K7.5:  APPRO COMPENDIUM FOR PANEL 4




46UNDERTAKING NO. J7.1:  TO UPDATE THE TIMELINE IN K1.1 TO INCLUDE FIRST NATIONS CUSTOMER ENGAGEMENT AND SESSIONS


48UNDERTAKING NO. K7.2:  TO CLARIFY RELIABILITY DATA GIVEN IN PRESENTATIONS TO FIRST NATIONS, NORTHERN SYSTEM RELIABILITY VERSUS FIRST NATIONS TRANSMISSION RELIABILITY.


91UNDERTAKING NO. J7.3:  TO FILE THE 2018 CUSTOMER SATISFACTION SURVEY


96UNDERTAKING NO. J7.4:  TO CHECK IF LONG-TERM RELIABILITY IMPACT IS AVAILABLE AND IF SO TO PROVIDE IT.


108UNDERTAKING NO. J7.5:  TO ADD TO THE APPENDIX DATA THE WHICH POSITION THE VERBATIMS ARE ASSOCIATED WITH.


141UNDERTAKING NO. J7.6:  [RESERVED FOR QUESTION RELATING TO SAFETY, IN THE EVENT PANEL 1 HAS SOMETHING TO ADD]


175UNDERTAKING NO. J7.7:  TO CONFIRM WHETHER OR NOT THE STATEMENT IN THE SETTLEMENT PROPOSAL IS FACTUALLY ACCURATE, IN THAT HYDRO ONE DID IN FACT PROPOSE $1.70 PER MEGAWATT-HOUR AT THAT TIME.


202UNDERTAKING NO. J7.8:  TO UPDATE THE RESPONSE TO EXHIBIT I, TAB 3, SCHEDULED 3, TO INCLUDE 1.21 PER MEGAWATT-HOUR.


202UNDERTAKING NO. J7.9:  TO MODEL THE RATE IMPACT ON OTHER CUSTOMERS OF 1.21 PER MEGAWATT-HOUR.






Thursday, October 31, 2019
--- On commencing at 9:32 a.m.
HYDRO ONE NETWORKS INC. - PANEL 3, resumed

Spencer Gill,
Greg Lyle,
Derek Chum; Previously Affirmed.

DR. ELSAYED:  Please be seated.

Good morning.  Any preliminary matters?

MR. KEIZER:  Nothing from us.

MR. SIDLOFSKY:  Nothing from staff, sir.

DR. ELSAYED:  Okay.  Good.  So Mr. Sidlofsky.


Cross-Examination by Mr. Sidlofsky:

MR. SIDLOFSKY:  Thank you, sir.  I am going to ask Hydro One to bring up the Staff compendium for panel 3, please.  And we will mark that as Exhibit K7.1.
EXHIBIT NO. K7.1:  STAFF COMPENDIUM FOR PANEL 3.

MR. SIDLOFSKY:  Sorry, sir, if we can just have a moment.  We will bring the screens down.

Dr. Elsayed, if we could just go off the air for a minute, we will straighten out the projectors.

DR. ELSAYED:  Okay.

[Technical difficulty]

MR. SIDLOFSKY:  Sorry, sir.  Perhaps we could take a five-minute break, we have someone from tech services come down.  Or not.

[Laughter]

DR. ELSAYED:  Okay.

MR. SIDLOFSKY:  Thank you, sir.  Apparently we are back and our technical issue is taken care of.

Good morning, panel.  My name is James Sidlofsky.  I am Board Staff counsel.

I have three areas for you this morning.  First will be customer priorities, second general area will be risk reliability model, and third, just a couple of follow-up questions from panel 1, because they passed a couple of things over to you.

In Hydro One's opening presentation, Mr. Jesus noted that Hydro One's investment plan was informed by the results of a customer engagement survey that sought input from customers on their priorities, and Hydro One's investment plan scores for safety, reliability, and environment, and reflects those priorities as identified by customers in the TSP.

Do you recall -- I am not sure if you would have been in the rom, but is that consistent with your view of the approach that Hydro One takes?

MR. GILL:  So I would say that the plan itself is informed by all of our customer engagement activities, and so I would turn your -- to Exhibit A-7-1, attachment 1, which outlines all of our customer engagement activities that ultimately inform the plan.  I believe what Mr. Jesus outlined was in fact a lot of the research that was done as part of our overall customer engagement, so the survey itself, but there are other factors that are described here in this evidence that also informed the plan.

MR. SIDLOFSKY:  Thank you.

Can I take you to page 3 of the compendium, please.

Now, at that page we have reproduced TSP section 1.3, attachment 1, page 17 of 144.  That's essentially the same as what Hydro One presented at page 14 of the introductory panel's remarks.

And Hydro One showed seven outcomes identified by customers as priorities.  And the most important in those rankings were safety, reliability, and outage restoration; is that correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  Page 9 of the compendium comes from the survey carried out by Mr. Lyle's firm, Innovative Research Group, for Hydro One, correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  And in that survey, Innovative asked customers to rate the importance of the seven outcomes, which were listed as bullets on that page.  And those would be customer service, environmental stewardship, outage restoration, power quality, productivity, reliability, and safety.  Correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  Now, the introduction on page 9 suggests that the list of outcomes which you referred to there as a tentative list was created based on a review of your previous customer engagement research and in discussions with your customer-facing Hydro One staff, including key account managers, correct?

MR. GILL:  Correct.

MR. SIDLOFSKY:  A cost wasn't included in those seven outcomes.  And am I to conclude that that is because costs didn't come up as one of the priorities for customers?

MR. LYLE:  So if you go to, I believe it is page 2 of the workbook, the workbook defines the research questions that were focused on in this particular survey.

So those outcomes were focused on what was identified as the first bullet on page 2 of the workbook, which is page 97 of 114.  Sorry.  114.  It would be page 97 of our report.  Perfect.

So this particular -- bearing in mind that we had reviewed all of the other research that was available, we then said, okay, so what is it that you need to know in order to develop your business plan?

And what we were asked to focus on is what were the outcomes Hydro One should focus on as it decides which investments come first.

The issue of cost is on the third of the priorities, which is, what is the preferred balance between reliability and the amount customers are prepared to pay?

And so cost is -- in the survey it is that final trade-off, and there is also the opportunity for people to raise costs upfront where we do the initial question about need, and in the specific places in the survey where we do the seven priorities, we also say are there any other priorities you want to add.  So people could have added cost, if they'd wanted to.

But it wasn't -- so essentially, there are three tasks the workbook is informing:  What is the stack of potential investments that we should be looking for?

Hydro One has a bunch of ways that they look at that, but in that first question, the need is basically a safety valve to say is there something on the minds of customers that you haven't previously considered.

The second, the questions on the outcome, are focussed on how do we order the projects within the stacks to make sure that we do the things that matter the most to customers first.

And then the third part, where we do the trade-off, basically says:  how far down the stack of investments do we go to the point at which customers no longer feel they're receiving value for paying any more.

And so in this particular case, what you're trying to do is figure out how do we set priorities across projects, cost isn't one of the factors.  It could have been.  If customers had wanted to make it so, then we would have had to reconsider this.

But the logic of how do you set priorities across investments means that cost itself is not the criteria for how we decide what investments should be next.

MR. SIDLOFSKY:  Well, that's interesting.  So when you present options or choices to customers, are you suggesting that low cost isn't presented to them as an independent alternative?

And what you're suggesting, then, is that when you present cost to customers, or the notion of cost to customers, you're presenting that notion in the context of a trade-off between reliability and cost.

MR. LYLE:  Well, outcomes and cost, right. So if
you -- so safety is not as big an issue for wires companies as it is for generators, because most of the issues related to safety in wires companies are dealt with as compliant issues, and there's very few incremental investments on safety.

But if there were incremental investments on safety for instance, that would be one of those things that if you pay a little bit more, you could get a little bit more safety, if you wanted that.

And one of the things that makes the scenarios helpful is that of course there is not just one type of reliability.  There's not just one issue in terms of price.  You pay more now or do you pay more later, all of those sort of issues. So the scenarios are a way of bringing in multiple outcomes, and dealing with that trade-off across multiple outcomes.

MR. SIDLOFSKY:  And I can appreciate that if, you know, if safety were seen as a concern, you would be speaking to your customers about safety versus cost, how much -- you know, how much safety do you want, similarly to reliability, how much reliability do you want.

MR. LYLE:  Right.

MR. SIDLOFSKY:  And this is what it's going to cost you to get that reliability.

MR. LYLE:  Right.

MR. SIDLOFSKY:  Or if you don't agree that this is an appropriate amount to spend, that's okay, too, but reliability is going to suffer, or safety is going to suffer, or whatever other of those criteria there may be.  Is that the idea?   And my point --


MR. LYLE:  Yes.  It is a value calculation, right. So the issue is we don't know.  We can make -- you know, the planners and the engineers can make technical judgments about what it takes to hit a certain level of reliability in terms of investments.

But it's the customers who know whether it is worth the incremental price to receive that reliability.

MR. SIDLOFSKY:  But I sense that the -- I sense that the issue of cost is always going to be presented in your approach, or in Hydro One's approach, the issue of cost is always going to be presented as a trade-off.

So you can have lower cost, but your reliability is going to take a hit.  You can have lower cost, or safety is going to take a hit.  Cost can --


MR. LYLE:  In terms of capital, right.  So this is not a discussion of OM&A, right.  This is a discussion about investments.

MR. SIDLOFSKY:  Understood.

MR. LYLE:  Right.  So within investments, what we're talking about is the assets that deliver the results.

And some of those assets would be things that support the general plant, and not directly related to reliability.  But most of them, particularly in transmission, are related to the reliability.

So we do have other questions and other surveys about costs, and I think from what I have seen of the evidence -- I wasn't involved in preparing it, but from what I have seen of the evidence here, and certainly in my discussions with Hydro One, everyone was clear that customers are concerned about cost.

There was all sorts of evidence and all sorts of surveys that there was a need to try and contain costs.  But end of the of the day, you can't contain costs separately from the decisions you make about investments. And most of those decisions about investments are investments related to the reliability of the equipment.

MR. SIDLOFSKY:  Well, why is it -- why is it not a legitimate question to ask, assuming that you need the number of stations that you need to build in a particular year, can those stations not be built for less?

I am confused as to why cost itself can't be seen as an independent factor here.

MR. LYLE:  Well, no --


MR. SIDLOFSKY:  Sorry, I will finish my question, and then I am happy to have you answer.

Do you need to spend X number of dollars per station?  It's not clear to me how that amounts to a trade-off between reliability and cost.

That is simply, why are you spending so much money to build a station, and can you do it for less.

MR. LYLE:  But that would then be a question, a design question around the project, right.

So in terms of this particular study, it had to inform the business needs.  But it was done in the context of the previous engagement, where in the previous engagement there was concern over the number of customers that have participated.

And so I had a very strong direction from the senior executive on the file, which was Warren Lister at the time, that we make sure we have a good response rate on this.

And my response back was, well, then we have to boil this down to the most important questions you need to deal with, because the longer we make the survey, the fewer the people that are going to participate.

For instance, if you look at some of the distributor work which we've done, for instance the Alectra workbook that we looked at last week or the week before, we looked at the question of what is the right design to deal with rear lot.  And the same thing could happen if there are alternate designs for designing a transmission station, at some point it would be possible to dive into this.

Within the workbook, the presumption was that Hydro One will do what is most cost-effective to deal with a particular issue, right.  So there may be other things that in the future could be discussed about is there two ways that we can design a transmission station, one costs less than the other.  If they both deliver the same outcome, the assumption I would have is that they do the cheaper one.

The issue might be that you could go with transformers that would last 20 years or 40 years.  And so then the question is should we go with the longer lived transformers or the shorter lived transformers, and that would be an slept question to ask customers because that's a value choice.  Technically, they both deliver what you need.

But again your initial question was isn't it worthwhile asking about price in other surveys or cost.  And we asked about both price and cost in other surveys and Hydro One was aware of them.  And in terms of the broader business plan, as I have seen the evidence, they actually reflected the fact that other research told them customers are very concerned about that.

But on the outcomes, the focus was how do we pick which project comes first in the stack of projects.

So when we figure out what the balance is, in terms of how much reliability people are looking for, then we know what projects don't get built, and what projects do get built.

MR. SIDLOFSKY:  Can I take you to page 18 of the compendium, please?  We have reproduced a couple of
pages -- at pages 18 and 19 of the compendium, we have reproduced part of you your response to Staff interrogatory 39.  And in that interrogatory, OEB Staff asked why cost isn't included in the ranked list of customer outcomes.

And the response was that cost was not asked to be ranked, and Hydro One stated that the list cannot be revised to include low cost, as this information does not exist.  How is it that that information doesn't exist?  Can you explain that response, please?

MR. GILL:  I just need to read the question again.

MR. SIDLOFSKY:  That would be 39B.

MR. LYLE:  So I will take the first crack at it and Mr. Gill can add if he feels it is needed.

But from our perspective in terms of this list of outcomes, the premise we had in the introduction was that Hydro One is responsible for the Ontario Energy Board to show how it plans to provide the cost-effective delivery of outcomes customers value.  And that really provides the logical framework for this.

So what we were trying to do is to identify the list of outcomes that customers value.  Once those outcomes were identified then there is a responsibility on the company to find the most cost-effective way of delivering those outcomes.

But cost can't be on both sides of that equation.  Right?  It is either one of the outcomes we're trying to achieve or we're trying to achieve all of the priority outcomes in the most cost-effective way possible.

So that's the logic applied to this.  And again, it is not the only survey that Hydro One has conducted with customers and other surveys ask about price.

MR. SIDLOFSKY:  And we will get to customers' concerns about price in just a couple of moments, but -- sorry, Mr. Gill, did you have anything to add to that?

MR. GILL:  Well, I just -- what I would add to that is when I read the question here about revised ranking of customer outcomes, you know, it was an open-ended question in terms of, did we miss anything?  And there were some customers -- I believe there were six customers of the 103 respondents who did list cost.

So, you know, in retrospect we could provide a rank list with cost included, but it would fall quite low on the hierarchy.  And so we could do that.

MR. SIDLOFSKY:  Page 2 of the compendium, please.  And we've reproduced page 15 of TSP section 1.3, attachment 1. And at that page we can see that Innovative asked customers, how do you know if Hydro One is doing a good job for your business, and customers identified cost as the third criteria there -- criterion there.  Correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  Page 6 of the compendium.  At that part of the workbook Innovative asked customers, quote, "was there any content missing that you would have liked to have been included", and customers identified cost of service/efficiency planning as the first item that was missed and that they would like to be included.  Correct?

MR. GILL:  Yes.  Seven of the 103 respondents indicated that cost was an issue.

MR. SIDLOFSKY:  And at page 7 of the compendium, Innovative asked customers, are there any outcomes we missed, and cost was identified as the missing outcome for LDCs, end-users, and generators.  Correct?

MR. GILL:  Yes.  Certain respondents within those categories did select cost.

MR. SIDLOFSKY:  Right.  For example, under LDCs in the first -- excuse me, in the fourth bullet, the fourth bullet says price or cost, what is the value for money?  That was an LDC concern?

MR. GILL:  That was one respondent's concern, yes.

MR. SIDLOFSKY:  Under end-users, the third bullet mentioned costs.  And more particularly, the comment that is reproduced is, you will say it's inferred in productivity and others.  This is the reason we're in a mess.

MR. GILL:  So that is verbatim that came from one of our end-use customers.

MR. SIDLOFSKY:  Under generators, the fourth bullet highlighted cost.  In black mock capitals twice.  I'm not sure what that means, but it seems important.

MR. GILL:  It only counts once as cost.

MR. SIDLOFSKY:  Was one generator concerned or one generator was very concerned?

MR. GILL:  This is one respondent's concern with respect to cost.

MR. SIDLOFSKY:  Okay.  At page 8 of the compendium, we can see that you asked LDCs whether they have any specific comments or suggestions regarding any of the seven outcomes that they just rated or any additional outcomes they added, and there are at least two items in that summary of responses that deal with cost.

I will take you to the sixth bullet.  The comment was you can do more with less on all of this.  It's not a trade-off between money and results.  We need the results described and we need it at a more affordable rate.  Correct?

MR. GILL:  Yes.  That is one respondent's verbatim, yes.

MR. SIDLOFSKY:  At the ninth bullet, the comment was cost reductions should be a top priority and given serious consideration and not just lip service.  Correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  Now, based on the examples I have given, is it reasonable for me to conclude that cost is a prioritized outcome for customers, LDCs, generators, end-use customers, they all seem to be commenting on it.

MR. GILL:  A few seem to be commenting on it.

The reality is, when you add up all of the survey results -- and I will go to, within our evidence, Exhibit B-1-1, section 1.3, attachment 1, page 17 of 144.  So what's on this page here -- I will give you a moment.

Page 17 of 144.  So it's the next page.  So again, these are the customer outcomes.  These are the results of the respondents to the survey.  And so to Mr. Lyle's earlier point, these were the outcomes.  Cost is definitely captured later in the points or the verbatims that you just pointed me to.

There weren't as many, let's say, such that they would rank as high as these, but, again, those are just the results themselves in terms of what customers or the respondents to these surveys who are customers are looking for, in terms of outcomes.

Because it didn't rank that high, that doesn't mean that Hydro One did not or does not consider price to be an important factor, in terms of our overall investment plan.

These are -- happen to be the results of a survey, and these represent our customers' views on outcomes.

MR. LYLE:  Just if I can add.  So if we had taken the people that have volunteered cost and showed their priorities on this, it would have shown cost at the bottom of the chart, right?  And that is not indicative of where cost really fits, which is why we didn't show it there, because it would have been misleading.

The issue is that these are the outcomes that we asked them to identify for the purpose of deciding which investments are more important.  Not what is, in terms of all the things that Hydro One should consider when they're trying to serve them, not just the investments, what should they consider.  Because again, we have other research showing that, and in that other research we get very high concern, particularly among end-users, over cost.

And again, I am pretty sure that is reflected in the evidence that I have heard in the overall plan.  But on the exercise of deciding what investment comes first, what investment doesn't get done, this is the input on what outcomes Hydro One should consider when they consider those investments.

MR. SIDLOFSKY:  I am a little bit confused -- and maybe it's me, so maybe you could help me.

It sounded initially, from Mr. Lyle's comments, that cost -- and correct me, if I'm wrong.  But my understanding of what you're saying is that cost is -- first of all, cost is out there as an overriding concern, and cost is subsumed in some of the categories of outcomes.  Is that right?

MR. LYLE:  Well, it's not --


MR. SIDLOFSKY:  Is that what you were saying earlier, Mr. Lyle?

MR. LYLE:  No, no.

MR. SIDLOFSKY:  Okay.

MR. LYLE:  So the problem is there is two questions there.  So to the first question, is cost out there as an overriding consideration in planning the electricity system, the answer is yes.

Is it subsumed in particular outcomes here?  Not particularly.  What I was emphasizing before is two things, that on page 2 of the workbook -- we don't need to bring it up again, because we have looked at it once -- but on page 2 of the workbook, we tell people what the three key questions are.  That's fine if you want to show it.  It is page 97.

The question is what outcomes should Hydro One focus on as it decides which investments come first.

And that is all those outcomes are supposed to inform.  They're not supposed to inform a bigger question.  They're just supposed to inform that question.

And then in the introduction to the customer outcome section, the second sentence says that Hydro One is responsible -- so this is page 101, if you are trying to keep up.  But again, I am not worried about it being up there.  The second sentence of the customer outcome section is:
"Hydro One is responsible for the Ontario Energy Board to show how its plans provide the cost-effective delivery of outcomes that customers value."


So that's when I said it is implicit.  That is the point, right, that the issue of cost-effective delivery is something that Hydro One has to prove here.  They have to show that they're doing the most cost-effective way of delivering on these outcomes.

But by that token, the outcomes are not about cost.  They're about how do we sort the investments.  I know that is repetitive, and it helps to just sort of literally walk through the original workbook as opposed to the report, and just look at the way it is laid out: why are we here, what are we trying to do.

And then when you get to the end, cost comes back in again as, okay, so now we have talked about all of these outcomes, but outcomes cost money.  Where is the balance you want to go.

MR. SIDLOFSKY:  And I think what confuses me is -- I understand what you're saying, Mr. Lyle, about how cost is out there and cost is an overriding factor.  What I heard from what Mr. Gill just said is that cost isn't on the list of outcomes because cost didn't make the cut.

I mean, I can show examples of customers thinking that cost is pretty important.  But it didn't make the cut, because not enough customers said that.  It seems to me there is an inconsistency there because, Mr. Lyle, you're suggesting that cost is always out there.  Mr. Gill, you're suggesting that cost could have been an outcome if it had made the cut and it didn't, because not enough people were concerned about cost.

MR. GILL:  So my response to that would be we put a number of outcomes to customers, known outcomes based on discussions with our planners, based on other research that we have done in terms of what we see are outcomes of investments.

And so that represents -- those are represented in the list that you read out earlier.  We did not include cost on that list for the reasons that Mr. Lyle just stated.

The respondents to the survey -- so they didn't see cost, but it did come up again because it was open-ended and there were six or seven respondents who identified cost.

And so when Mr. Lyle did the summary of the results, cost did not show up as an outcome for the purpose of defining an investment.

And so the actual opportunity to talk about cost in terms of a rate impact comes later in the survey under the investment scenario section.

MR. LYLE:  And again, just to be clear, there is roughly a third of the people that did this workbook are people from LDCs, and they do this exercise themselves.

So, you know, my concern of reading -- being too literal about the cost concerns, there is only seven of them, right.

And so if we're counting on this to tell us how important cost is, we will get a misunderstanding.  And for sure, when you think about the LDC respondents who did this, who read the instruction, right, that we need to figure out what outcomes we use to figure out what investments come first, and at the cost-effective delivery as part of this, that's what they do in their own applications.

So I would not have expected to see a lot of LDCs put cost or price down as a concern -- even if they thought it was a concern to customers -- on that particular question, because I think it would have been very clear to them what we're talking about.

MR. SIDLOFSKY:  But you never gave customers -- you didn't give customers an opportunity to rank cost, because you left cost out of the outcomes that you gave your customers to comment on.

MR. LYLE:  But you don't use cost when you are ranking, when you are deciding what project is more important than another project.

Cost determines how far down the stack you go.  It doesn't determine where a project is in the stack.  That's why cost wasn't provided in that particular question.

MR. GILL:  I think I would also like to add to that.  Again, when we talk about customer engagement and what informed the plan, it is our overall customer engagement activities.

So the example that you cited earlier with respect to developing a project for less money, these discussions don't happen through the survey.  They happen through individual discussions with individual customers through the key account management model.

When we are planning investments together with customers, with LDCs, that's where discussions around the total cost of a particular investment is more tangible and more real in a conversation.

MR. SIDLOFSKY:  A simple question, I think:  Is it possible to include cost as an outcome in a survey for customers?  Is it possible to add cost to your list of seven outcomes that you gave your customers this past time around?

MR. GILL:  In a future survey?  Yes, for sure.

MR. SIDLOFSKY:  Thank you.  I am going to move on to a few questions about the risk reliability model.  You used that model in your 2017 customer engagement survey to communicate risks to consumers, and I just have a few questions about how that model was used in your customer engagement process.

I will take you to page 10 of the compendium, and that's a reproduction of TSP section 1.3, attachment 1, page 137. And Innovative provided additional information to customers regarding Hydro One's reliability risk model.

Can you just briefly explain the purpose of the model, and the inputs and outputs to that model?

MR. GILL:  So while I don't own the model, I am somewhat familiar with the model having had to participate in the formulation of this survey.

MR. SIDLOFSKY:  I am not asking you to get into the weeds; just high level is fine if you have it.

MR. GILL:  High level throughout the document there, it is intended -- or in this particular case, it was intended to directionally where customers wanted to go in terms of outcomes overall.

So we're going to invest a certain amount of money.  Therefore, what can they reasonably expect overall, in terms of outcomes of that plan.

And so it was used directionally, not to inform specific investments.  This was used as again a tool, to give these customers some sense of a particular outcome.

MR. SIDLOFSKY:  So what outputs from the model would have been presented to customers in the survey?  Can you tell me how that part of it works?

MR. GILL:  So on page 46 of 144 of Exhibit B-1-1, section 1.3, attachment 1, there's a high-level table there in terms of the investment scenarios. We called them illustrative scenarios, based on feedback from stakeholder sessions and the OEB Staff report.

Again, this survey was conducted in advance of the Board's final decision.

We created and we took the advice customers need to have an option.  So what we did is we wanted to create four scenarios which would be four data points on a spectrum but allow customers to pick whatever they wanted.  These are just illustrative points again on a continuum that would give all of these customers the option to pick a zero percent level of investment right up to a higher level of investment.

So the outcomes, as you can see in that table, customers are able to see the overall capital amount, the reliability risk, which would have been an output of the reliability risk model, which is based on, I think there's three different segments of assets in there which are described in the additional information, age of lines, et cetera.

Directionally you can see that we chose to use arrows, so as not to imply absolute precision.  Again, this is used for directionally informing customers in terms of what they could expect in terms of long-term reliability impact, recognizing that there is a latency there.

Again, the age of assets, part of our investment plan is to replace aging infrastructure.  So obviously as we make those investments the age of the assets improves.

Directionally what the impacts would be on rates in the future.  And then you can see here with respect to rates, which is certainly the focus of discussion, we put it in two different ways:  Number one, which was the average total bill impact.  So again, at Hydro One we are concerned about cost.  We talk about bill impacts in terms of total bill impact as we think about the broader impacts.  This is also intended to inform local distribution companies, again, to translate what this plan would mean for their end-use customers.

And then finally, we put it in the average annual transmission rate increase, again our end-use transmission customers.  This is the line item that they would see on the bill, in terms of the two or three line items that may appear on their bill, but directionally where their tariffs are going, so they don't see it in terms of total bill impact.  So that was the information that was provided.

So what we asked customers, again to Mr. Lyle's earlier point, how far in the investment stack do we go down?  How much level of investment?  Customers were given a choice to pick from 1 to 17.  The results of their choices are on page 47 or the next page, and this is what they chose.

MR. SIDLOFSKY:  And could I just take you back to the previous page or page 5 of the Staff compendium, because we have reproduced that table there as well, with the illustrative scenarios.  Thank you.

I understand what you're saying about the arrows in terms of long-term reliability impact.  I just have a question about -- and I understand your comment about how the illustration here is directionally and not extremely quantitatively.  Would that be fair?

MR. GILL:  That's correct.  That was the intent.

MR. SIDLOFSKY:  Right.  I am just wondering, then, how does -- I can understand the directional arrows, but when you -- when you just go up a row to reliability risk there, you are suggesting increases or decreases in risk by certain percentages.

How do you -- how do you determine those, those percentages, when this is really a directional sort of exercise?

MR. GILL:  Well, you can see that they're approximated.

MR. SIDLOFSKY:  Yes.

MR. GILL:  So again, this would be based -- I don't know the model -- I am not that familiar with the model to say, you know, what does the output look like.  Is the output of that model a percentage or not, and there's plus/minus.  I believe it would be based on risk, associated with the age of the asset --


MR. SIDLOFSKY:  I understand your answer.  I am just looking at, for example, the move from scenario A to scenario B, and it looks like there's a 20 percent decline in reliability risk.

I realize that is an approximation, but that is a fairly significant number.

MR. GILL:  Yes.  I think in terms of looking at the entire spectrum of customer engagement that we do, if you just focus in on this particular survey and we are writing a survey to talk to customers about investments across the network in general, not their specific assets.  They're used to seeing us on an annual basis to talk about the assets, the age of the assets that serve them, the work programs that are associated with the assets that serve them.

That's what they're used to responding to.  So really, you are putting a survey to them to talk about, what would you like to see across the network?  Again, they're used to talking about investments on their own.

So these customers are well-informed in terms of investments that are planned for their own assets that affect their businesses or their end-use customers.

Again, this was, again, a way to engage them on a more general conversation about how much should we invest in the entire network.

MR. SIDLOFSKY:  This particular item I don't have in the compendium, but I am going to read you an extract from page 23 of the Board's decision in EB-2016-0160, the last transmission case.

And if you will bear with me, I will just read that paragraph to you.  I don't think it needs to be brought up on the screen.

What the Board said was:

"In its reply argument Hydro One stated that 'the fact that this tool is not used to specifically pick and choose investments but only provides a way to communicate relative outcomes does not mean that the tool does not have a valid purpose'.  The OEB agrees with this statement, in that the model provides an estimate of the percentage reduction in reliability risk which corresponds to a certain incremental amount of capital investment.  What the model does not tell us is whether this percentage reduction in reliability risk is worth the incremental capital investment.  Regarding the RRM, the OEB finds..."

I should say there is a bit of a break there.   But then:

"Regarding the RRM, the OEB finds that the model needs further refinement and testing if it is to be used to convey to customers information about the value of capital investments in terms of system reliability."

First of all, are you aware of that finding from the previous decision?

MR. GILL:  Yes.

MR. SIDLOFSKY:  I will take you to pages 11 and 12 of the compendium, and at those pages we have reproduced TSP section 1.3, attachment 4, and in that extract we see that Hydro One noted the OEB's findings on the RRM and said:

"In its decision in Hydro One's last transmission rate application, the Ontario Energy Board found that the model needs further refinement and testing if it is to be used to convey to customers information about the value of capital investments in terms of system reliability.  A third-party assessment completed by Metsco Energy Solutions Inc. has led to a similar conclusion.  Hydro One is aware of reliability forecasting models.  However, comprehensive assessment and testing of these models are not complete.  Hydro One will continue to explore and assess other reliability forecasting models to quantify the outcome of its investment plan in the future."

Are you familiar with that comment?

MR. STERNBERG:  I think you skipped over a part.

MR. SIDLOFSKY:  I did.  If you'd like to --


MR. STERNBERG:  It's relevant to the question.

MR. SIDLOFSKY:  Sorry, I will include that.  In fact, I will read that paragraph again:

"Hydro One is aware of reliability forecasting models.  However, comprehensive assessment and testing of these models are not complete.  Hydro One has completed substantial work in developing and refining hazard functions of its assets as discussed in TSP section 1.4, which form a good base line for forecasting investment requirements.  Hydro One will continue to explore and assess other reliability forecasting models to quantify the outcome of its investment plan in the future."

I have read that entire paragraph now.  Can you confirm that statement, Mr. Gill?

MR. GILL:  I can confirm.

MR. SIDLOFSKY:  Thank you.  Can we take from these statements that the Board's concern regarding the RRM remains to be addressed in future customer engagement processes?

MR. GILL:  So, yes, when it comes down to the timing, this survey was issued in advance of this Board's -- or the Board's decision in this matter.

So with respect to how we convey outcomes and trade-offs and what customers can expect from future plans, will be stakeholdered in advance of engaging customers, but certainly contemplated in our next engagement.

MR. SIDLOFSKY:  Thank you.  I just have a couple of more questions, a few more questions here, that are hold-overs from panel 1, if you don't mind.

A question was asked of panel 1 about how, going forward, Hydro One intends to address the need for a metric for end-use customers.

In -- referring back to Hydro One's 2017 decision and order at pages 38 and 39.  And those pages are reproduced at pages 15 and 16 of the compendium.

And my understanding is that in response to Schools interrogatory 19, which we have at page 26 of the compendium, feedback was solicited from LDCs, and three suggestions were provided.

First, to continue using the account executive model to serve the needs of LDCs customers.

Second, that Hydro One meet with large industrial customers of other LDCs, with Hydro One executives responding to customer concerns.

And third, that Hydro One may review LDC survey information.

I believe that is in your response to Schools interrogatory 19, correct?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  And panel 1's response to the progress of those suggestions is that number one has been implemented, number two is being worked on, and number 3 may be undertaken through the next application.

Now, with respect to suggestion 2, that Hydro One meet with large industrial customers of other LDCs with Hydro One executives responding to customer concerns, panel 1's suggestion was that it would be best to speak to you on panel 3 on the progress of that work.

I would ask you to comment on the progress of meeting with large industrials of other LDCs.

MR. GILL:  Certainly.  So I would say two things.  With respect to our progress on all of those matters, I am going to start with the first one, the continued use of the key account management model.  This is the primary way that we deal with these customers and the respondents to this survey.

So every large customer in the province 2 megs demand and above transmission and distribution have a dedicated account executive.  This has proven to be a very effective way in terms of driving customer satisfaction, so I don't want to lose sight of the fact this is a customer segment that is very satisfied over the last two years.  They have gone from 78 percent overall satisfaction to 90 percent, and they're holding pretty steady there.

So this model is working, and I also don't want to lose sight of the fact how critical this model is to informing the plan.  When these customers have concerns, they have direct access to our planners through our operations group, and we deal with their issues, concerns, even concerns related to cost on an ongoing basis throughout the year, and we have been doing that for a very long time.

With respect to item 2, again, this was a suggestion that came from a utility.  I can speak to that.  That is ongoing.  That particular insight came from a utility where I happened to be at the meeting, which was this LDC wanted us to travel to their city and meet with their industrial customers who were having concerns with reliability, reliability issues that did stem on the transmission network.

So what we did, coordinated through the LDC, were several meetings with customers, large manufacturers within the area who wanted to speak to our executives about their concerns.

And so while panel 1 may have said it is not underway or maybe they were not familiar with it, I am much closer to it and I have been in that role a much longer time.  It is not the only LDC who has invited us to similar meetings.

So to that, I would say we are amenable to always meeting with end-use customers, along with our LDC partner, that is the -- that is the convention, if you will.  We don't work around LDCs and speak directly to their customers.

This is probably why, when, through the Board's decision LDCs didn't come back and say, yes, you should go and contact our end-use customers directly.  They want us to continue to work through the key account folks, and to join them at their request to be held accountable for the transmission reliability that serves their customers.

MR. SIDLOFSKY:  So you wouldn't see dealing with large industrial customers of distributors as a regular initiative for you, is that it?  I mean, it would be more on an on-request basis that you would come in at the request of the LDC?

MR. GILL:  Correct.  We are going to continue to work with our LDC partners, again because when it comes down to customer concerns that they would likely have, like their desire -- let's say an end-use customer's desire to have a meeting with the utility is likely due to reliability issues that may occur on either the transmission network or the distribution network.

And frankly, having those meetings with everyone in the same room not only makes a lot of sense, but it is good practice.

MR. SIDLOFSKY:  Would it also make sense to survey industrial customers at a certain demand threshold and up, regardless of whether they're LDC customers or directly connected to the transmission system?

MR. GILL:  So the practicality of that is, is Hydro One is not in possession of contact information customer, contact information of other utilities' customers.  So to do a directed survey would be a challenge.

MR. SIDLOFSKY:  Just a final question on that.  If you are doing outreach or if you are meeting, contacting large industrials of distributors, so not direct customers of Hydro One Transmission, how would you measure the effectiveness of that outreach to those customers?

MR. GILL:  I would measure it -- or I would look to our overall C-SAT scores.

So every LDC, every end-use customer, every generator who is connected to the transmission network has the opportunity once a year to fill out a customer satisfaction survey, and that is where I think it would translate into higher satisfaction scores.

MR. SIDLOFSKY:  So in your view, you wouldn't be getting direct feedback from those distribution-connected industrials.  You would be getting it from their distributors as part of their scoring of you?

MR. GILL:  That would be the measure that I would judge the effectiveness.  Outside of that, it would be individual emails that may come, if there was thanks or anything like that.

MR. SIDLOFSKY:  Okay.  And the scoring that the LDCs do of you, of Hydro One Transmission, those work their way into your scorecard as well, right?

MR. GILL:  That's correct.

MR. SIDLOFSKY:  Okay.  Thank you.  Those are my questions, Panel, thank you.

DR. ELSAYED:  Thank you, Mr. Sidlofsky.  Anwaatin, I am not sure who would be addressing that this morning.

MS. DeMARCO:  Thank you, Mr. Chair.  I am going to use this one, if I might.
Cross-Examination by Ms. DeMarco:


MS. DeMARCO:  I have for you a compendium of materials that should be marked.  It is the cross-examination compendium of Anwaatin for panel number 3.  I wonder if we might mark that as an exhibit now.

MR. SIDLOFSKY:  That will be Exhibit K7.2.
EXHIBIT NO. K7.2:  ANWAATIN COMPENDIUM FOR PANEL 3


MS. DeMARCO:  Just for ease of reference, Panel, I will also be referring to Mr. Rubenstein's former compendium, which is Exhibit K 6.4.

Good morning, panel.  I hope to cover three areas with you fairly briefly.

The first is in relation to First Nations relationship with HONI.  The second are some clarifications regarding the IRG study, and the third is a specific look at the timing and substance of HONI's Indigenous engagement.

So I expect to be speaking with all three of you this morning.  If I can ask you to turn to page to 124 of our compendium.  Do you have that up?

MR. CHUM:  Yes.

MS. DeMARCO:  Fair to say HONI serves 88 First Nations?

MR. CHUM:  Correct.

MS. DeMARCO:  Through 55 transmission delivery points?

MR. CHUM:  Right.

MS. DeMARCO:  The reference for that is at page 71 of our compendium, if you would like to look at it.

MR. CHUM:  Correct.

MS. DeMARCO:  And your transmission assets are located on the lands and traditional territories of 23 First Nations, is that right?

MR. CHUM:  The reserve lands of 23 First Nations.

MS. DeMARCO:  So they are in fact holders of land rights in that regard?

MR. CHUM:  I'm sorry?  Say again?

MS. DeMARCO:  The First Nations are land right holders in that regard?

MR. CHUM:  Yes, they are.

MS. DeMARCO:  They are effectively your landlord to a certain extent, fair to say?

MR. CHUM:  For 23 of the communities, yes.

MS. DeMARCO:  And several of your large transmission projects are with First Nations.  Fair to say?

MR. CHUM:  We have partnerships on two transmission lines, the Bruce-to-Milton line and more recently the Niagara Reinforcement.

MS. DeMARCO:  And First Nations also pay transmission rates and charges, fair?

MR. CHUM:  Yes, they do.

MS. DeMARCO:  And if I can ask you to turn to pages 182 through 196 of our compendium, what we have there is a list of some 14 pages of itemized line items of transmission investments that are part of this transmission rate application.  Is that fair?

MR. CHUM:  Correct.

MS. DeMARCO:  So a very significant number apply to First Nations communities?

MR. CHUM:  Correct.

MS. DeMARCO:  And also fair to say that HONI and Anwaatin have entered into a settlement agreement in relation to the Board's last transmission decision.  Is that right?

MR. CHUM:  Yes, we have.

MS. DeMARCO:  So there is a fair amount going on between First Nations and HONI in relation to transmission?

MR. CHUM:  Yes.

MS. DeMARCO:  Thank you.  If I can ask you now to turn to Mr. Rubenstein's compendium, which is Exhibit K6.4, specifically at page 9 of that compendium.

The third bullet down there, in the decision of the Board they asked you very specifically to begin the customer engagement process sufficiently in advance of filing the application, presumably transmission application, yes?

MR. CHUM:  Yes.

MS. DeMARCO:  And include LDCs to determine practical ways to seek input from their end-users.

MR. CHUM:  Right.

MS. DeMARCO:  And those end-users would include First Nations; is that fair?

MR. CHUM:  Yes, in some cases LDCs do serve First Nations.

MS. DeMARCO:  And very specifically to incorporate timely and meaningful input from First Nations representatives.  Is that fair?

MR. CHUM:  Right.

MS. DeMARCO:  And ensure that the information presented to customers is unambiguous and easy to understand.

MR. CHUM:  Correct.

MS. DeMARCO:  That's fair?  Can I ask you to then turn to page 26 of Mr. Rubenstein's compendium.  And these questions are for you, Mr. Lyle.

I understand that a total of 153 customers were surveyed?

MR. LYLE:  103.  There was a total sample of 153.

MS. DeMARCO:  And --


MR. LYLE:  Subject to check.

MS. DeMARCO:  And 103 responded.

MR. LYLE:  103 responded.

MS. DeMARCO:  153 were asked, fair?

MR. LYLE:  Yes.

MS. DeMARCO:  103 responded, fair?  103 responded.  Yes?

MR. LYLE:  Yes.

MS. DeMARCO:  And 26 of those were LDCs?

MR. LYLE:  Yes.

MS. DeMARCO:  And 1 of 26 of those LDCs said that they were, in fact, responding on behalf of -- or they were actually informed by actual engagement with their customers.

MR. LYLE:  Right.

MS. DeMARCO:  So that's about 1 of 26 by my calculation, about 42 percent.

MR. LYLE:  Right.  So just to be clear, the question is, have your responses to this survey -- so the questions in this survey -- been informed by your own customer engagement activities for the purpose of a rate application or any other customer research, because we were interested -- and the decision hadn't come out yet, but in the process of the hearing there was a discussion of, have you asked LDCs for their research.  And so we were curious how many LDCs actually had done research that would be relevant to transmission.

MS. DeMARCO:  Right.  So any other customer research was your question?

MR. LYLE:  It was, yes, any other customer research.

MS. DeMARCO:  So a fairly broad question?

MR. LYLE:  Yes.

MS. DeMARCO:  Yes.  And 11 of 26 by my calculation is about 42 percent.

MR. LYLE:  Right.

MS. DeMARCO:  Subject to check?

MR. LYLE:  Fair enough.  We generally don't use percentages when it is small samples because it implies a level of reliability that you don't have when you have a small --


MS. DeMARCO:  You are anticipating my questions there.  So two of their LDCs provided services to Indigenous customers; is that right?

MR. LYLE:  Right.  In their view.

MS. DeMARCO:  And --


MR. LYLE:  I mean, it's -- you know, I mean, the -- so just to go back to -- the actual question was:  Does your company provide electricity to First Nations and/or Metis communities, and so presumably they're thinking about distinct communities and not Indigenous people that are broadly in their customer base.

MS. DeMARCO:  So two of themself identified as providing those services to Indigenous communities?

MR. LYLE:  Yes.

MS. DeMARCO:  And applying that 42 percent to the two, that gives us about .84 of the customers surveyed, notionally reflecting --


MR. LYLE:  Well, number one, I wouldn't use percentages.  But number two, it is the two of 26, right?  So it is, of all 26 how many serve distinct Indigenous communities.  Two of them said they did.

MS. DeMARCO:  Two of them said they did.  And if we apply the general percentage who were informed by their customers to that --


MR. LYLE:  But we don't know.  Those are two different questions.  So we don't know if those two in particular had done research with those communities or not.

MS. DeMARCO:  Okay.  Best case, we've got the --


MR. LYLE:  100 percent of them might have done it.

MS. DeMARCO:  Best-case scenario, two out of 150 who were surveyed might be reflecting the views of First Nations customers.

MR. LYLE:  No.  That is a different question.  So we asked people, we asked the LDCs upfront, so please bear in mind the perspective of your customers, and they would have had the perspective of other customers on incremental investments in a variety of areas on their needs and concerns, broadly speaking.

It's not the same question as, did you do specific research, because, as Mr. Gill has presented, there are many ways in which LDCs and Hydro One engage with customers.  Surveys and workbooks like this are just one part of it.

And one of the reasons why we asked that question was, I had a concern on the first question you were asking about the 11.  That surprised me as being -- that surprised me in a good way, in that it was higher than I thought, because we do a lot of the engagement work.

And as a general rule a distributor will specifically say, we're here to talk to you about distributors, about distribution issues.  We are not here to talk to you about generation or transmission.

And so the fact that any of them felt that they had researched that informed transmission questions was really interesting to me, and will be one of the things that, if we're part of the process, we would pursue in the next round of engagement with LDCs.

MS. DeMARCO:  Okay.  So duly chastised, not using your words, but now using your words, in terms of those entities who have indicated that their survey was informed by customer engagement and to use your words "any other customer research", best-case scenario, we have two of them that reflect engagement with First Nations.

MR. LYLE:  Correct.

MS. DeMARCO:  If we apply the average, 11 of 26, it's about .8 of them.

MR. LYLE:  Right.  But only from the perspective of research.  So if other -- but the issues, to be clear, again, there are only two of these LDCs that say that they serve these communities, right?  So by definition, you know, it's the other 24, right?  It's not an issue of whether or not they did research.  According to them they don't serve distinct Indigenous communities.

MS. DeMARCO:  So cutting to the chase here, would you view this as reliable or statistically significant representation of First Nations' customer needs and preferences?

MR. LYLE:  That really gets down to the question of the ultimate end-users again.

So I think I would not rely on this to be the definitive word on how First Nations feel, since only two of the participants were people that serve communities and we know there is a considerably large number of communities served by Hydro One.

MS. DeMARCO:  And so we would better look to the work that Mr. Chum has done?

MR. LYLE:  Exactly.

MS. DeMARCO:  Okay.  So turning to the specific work that Mr. Chum has done.  I've got your time line from K1.1, which is your presentation.  And I was trying to plot the customer engagement activities on to this time line.

I can walk you through a few elements, but just giving you advance I am going to ask for an undertaking for you to plot the customer engagement activities on your K1.1 --


MR. CHUM:  Okay.

MS. DeMARCO:  -- time line.  Is that fine?

MR. CHUM:  Yes.

MR. STERNBERG:  Perhaps my -- I am not clear what the request is, so I assume my friend is just giving a heads-up she is going to be asking for certain things to be plotted and we can respond to those when we understand what the request is?

MS. DeMARCO:  I am happy to walk through each and we can then consider the specific undertaking at that point.

DR. ELSAYED:  Yes, please.

MS. DeMARCO:  So I understand in 2016, Mr. Chum, that there wasn't a First Nation engagement session; is that right?

MR. CHUM:  That there wasn't a provincial engagement session with all of our 88 communities; that's correct.

MS. DeMARCO:  And in November to December 2016, you in fact had the hearing of your last transmission rate case, is that fair?

MR. CHUM:  Subject to check.  I wasn't a part of those proceedings.

MS. DeMARCO:  And the first provincial HONI First Nation engagement session was February 9th to 10th, 2017.

MR. CHUM:  That's right, there were two days of engagements with the communities we serve.

MS. DeMARCO:  And then on March 22nd, 2017, you had a stakeholder engagement session with Board Staff and intervenors in the last transmission case?

MR. CHUM:  That's correct.

MS. DeMARCO:  And I understand that you weren't involved in either of those activities in 2017, is that right?

MR. CHUM:  I was not personally, that's correct.

MS. DeMARCO:  And then the transmission customer engagement research activities of Mr. Lyle took place in May to July of 2017?  I wonder if you want to answer that, Mr. Lyle.

MR. LYLE:  They actually were from May to June.

MS. DeMARCO:  May to June, with your report coming out in July?

MR. LYLE:  Yes.

MS. DeMARCO:  And then on May 13 of 2017, there was an engagement session with the Metis Nation of Ontario, is that correct?

MR. LYLE:  That's correct.

MS. DeMARCO:  And then in September of 2017, we got the OEB decision, September 28th, on the last transmission case, is that right?

MR. CHUM:  Yes.

MS. DeMARCO:  And that had some pretty -- we have gone through the specific directions of the Board in relation to customer engagement in that decision.

MR. CHUM:  Correct.

MS. DeMARCO:  Then on October 18th, Anwaatin filed its motion to review and vary in relation to that decision?

MR. CHUM:  Yes.

MS. DeMARCO:  On November 1st, the Board issued its revised and updated decision, is that fair?

MR. CHUM:  Yes.

MS. DeMARCO:  And then in relation to 2018, we had February 21st, the second provincial HONI First Nations engagement session, is that right?

MR. CHUM:  That's correct.

MS. DeMARCO:  And then on June 15th of 2018, we had the HONI Anwaatin settlement proposal in relation to the transmission motion to review and vary, is that correct?

MR. CHUM:  Correct.

MS. DeMARCO:  And on August 23rd of 2018, we had the OEB decision on the Anwaatin motion to review and vary in 0335?

MR. CHUM:  Yes.

MS. DeMARCO:  And EB-2018-130, in relation to the one year application was filed soon thereafter, and I don't have anything prior to that decision and the end of your timeline in relation to further engagement.  Do I have that right?

MR. CHUM:  For provincial engagements, that's correct.  The one in 2018 was the last provincial engagement.  However, we did have some one-on-one community engagements and smaller regional engagements.

MS. DeMARCO:  I wonder if I could ask you now to undertake to fill in this timeline, showing each of those elements and any other, if you want to itemize, community engagement activities or smaller regional engagement activities.

MR. CHUM:  We have a number of engagements with communities, from phone calls, emails to community visits, to bringing other executives to the community.

I am not sure what you are asking for.

MS. DeMARCO:  Well, I was asking specifically for the provincial-wide community engagement sessions.  But should you want to highlight the other regional sessions that you provided in your response, I am happy to have you include that in that timeline.

MR. CHUM:  Yes, the last provincial engagement was in 2018, in February 2018.

MS. DeMARCO:  So the undertaking was then asked for to update the associated K 1.1 timeline to include the customer engagement -- First Nations customer engagement and the sessions we have gone through.

MR. CHUM:  Okay.

MR. STERNBERG:  And just -- pausing there on the relevance, but putting that aside, just in terms of the actual request, so at the end of the questioning there, Ms. DeMarco asked whether there was other customer engagement activities with First Nations and you heard the evidence that, yes, there is various, there is meetings, there's regional, there's individual, et cetera.

Are we being asked to try to identify every single one of those instances?  It sounds like the witness is saying that would be hard to do.  Or is that not the request?

DR. ELSAYED:  Ms. DeMarco?

MS. DeMARCO:  Let's be clear and protect the veracity of the record here.  What I asked for was whether or not there were subsequent provincial engagement sessions and the response was no.

But the response then went on to say there were individual regional sessions.  I am happy to have the witness either provide as broad of an expansive response to include all of the sessions or engagement with regions or communities, or as narrow.

It is quite relevant, I believe, to the associated direction of the Board and the decision.

MR. STERNBERG:  That's fine.  I understand the request and I think we can do that.

MS. DeMARCO:  I wonder if we should have that undertaking marked.

MR. SIDLOFSKY:  We shall.  That will be undertaking J7.1.
UNDERTAKING NO. J7.1:  TO UPDATE THE TIMELINE IN K1.1 TO INCLUDE FIRST NATIONS CUSTOMER ENGAGEMENT AND SESSIONS


MS. DeMARCO:  Thank you.  My questions now pertain to the substance of the consultation.

I am going to start first with the 2017 engagement session, and at page 22 of our compendium, I note that in that provincial engagement session, you made a presentation regarding the distribution application.  Is that right?

MR. CHUM:  That's correct.

MS. DeMARCO:  And there was not a presentation made on that transmission application or pending application, is that fair?

MR. CHUM:  Yes, that's correct.  This session was held in part 4, the distribution application that was coming up, and also for the executive, the new executive of Hydro One to introduce themselves to the First Nations communities we serve.

MS. DeMARCO:  But nothing on the transmission case there?

MR. CHUM:  Correct.

MS. DeMARCO:  On page 65 of our compendium, you also provided a presentation on reliability.

MR. CHUM:  Correct.

MS. DeMARCO:  And at page 74 of our compendium, you in fact include transmission reliability.

MR. CHUM:  Correct.

MS. DeMARCO:  And that's for one year only?

MR. CHUM:  It looks to be for 2016 only, correct.

MS. DeMARCO:  And it's in relation to the northern subsystem and the southern subsystem, fair?

MR. CHUM:  Yes.  According to the presentation, yes.

MS. DeMARCO:  I am a little confused about the caption "First Nations Only".

MR. CHUM:  I am not able to speak to this.  I would suggest that Mr. Bruno Jesus would be the one in the planning group to speak to this.

MS. DeMARCO:  Okay.  I am wondering if we can seek an undertaking to have him clarify whether that is the northern reliability that you presented to customers, or it's the First Nations reliability that you presented to customers.

MR. STERNBERG:  I mean, I am mindful of the fact that obviously Anwaatin had the opportunity to ask questions about reliability or along these lines of Mr. Jesus and didn't.

But having said that, we are content to provide that undertaking.  We will provide a response to the question that way.

MS. DeMARCO:  Let me be very clear that I am asking what was presented to customers.

MR. STERNBERG:  Well, I think that is a different question.  I thought the undertaking is to ask for an explanation of what this is meaning, not -- I mean, we can see what was presented to customers in the slide.

MS. DeMARCO:  Well, certainly I am confused as to whether that is the First Nations transmission reliability that was presented to customers, or the northern system reliability that was presented to customers.

MR. STERNBERG:  Okay.  That seems to be seeking an explanation of the substance of what this is referring to, which we will ask Mr. Jesus and deal with by providing an explanation by way of undertaking.

MS. DeMARCO:  I wonder if we can get undertaking marked.

MR. SIDLOFSKY:  K7.2
UNDERTAKING NO. K7.2:  TO CLARIFY RELIABILITY DATA GIVEN IN PRESENTATIONS TO FIRST NATIONS, NORTHERN SYSTEM RELIABILITY VERSUS FIRST NATIONS TRANSMISSION RELIABILITY.


MS. DeMARCO:  And fair to say that you didn't present the relative reliability to customers, i.e. First Nations, or again...

MR. CHUM:  Again I would defer to Mr. Jesus on that.

MS. DeMARCO:  That's fine.  On page 72, you indicate that about half of them are due to HONI's transmission equipment failure.  Is that right?

MR. CHUM:  Yes, 49 percent.

MS. DeMARCO:  And a further 14-ish percent are due to tree, animal, and vehicle contacts, is that right?

MR. CHUM:  Yes.

MS. DeMARCO:  So more than half?

MR. CHUM:  Combined with the equipment failure and the tree contact, yes, that would be more than half.

MS. DeMARCO:  Thank you.  So let's look at some of the specific comments in relation to the consultation.

If I can have you turn to page 6 of our compendium, and the comments of Chief Brian Perrault.

MR. CHUM:  Yes.

MS. DeMARCO:  In the context of this consultation session, he is talking about flooding by dams.  Fair to say?  Third line from the bottom.

MR. CHUM:  Yes.  He raises that issue, yes.

MS. DeMARCO:  There appears to be a little confusion between Hydro One and OPG.  Fair to say?

MR. CHUM:  That happens from time to time with the communities we serve, yes.

MS. DeMARCO:  And so let's go on to page 7, and we've got Chief Warren from the Wasauksing First Nation, and similar problem there, development of power generation, a little confusion between OPG and Hydro One, fair?

MR. CHUM:  Yes, that happens.

MS. DeMARCO:  And page 15 of the compendium, Cynthia Jamieson cites confusion over the process, specifically Ms. Jamieson expressed some confusion over the process.

MR. CHUM:  Yes.  I think at the time what was going on was some discussion around the First Nations' delivery credit and the First Nations' rate for distribution.

So I think there was some expectation going into this meeting that that would be discussed.  However, that was not discussed.  But in looking through this document you will see what was discussed primarily was cost of service.  That was a big issue in 2017 for the First Nations' communities, which was somewhat alleviated by the Fair Hydro Plan introduced in 2018.

MS. DeMARCO:  Well, let's look as well at their specific comments, page 24.  Amy Lickers specifically expresses confusion about what's transmission and what is distribution.  Ms. Lickers, in relation to the information on the PowerPoint, what is the difference between transmission and distribution?  There is confusion as to --


MR. CHUM:  Right.  I think it speaks to the complexity of the energy system in the province and the ongoing education that is required for our customers.

MS. DeMARCO:  And in relation to Mr. Schmidt's comments in relation to what you do versus others, I will ask you to turn to page 16 of the compendium, and about one, two, three, four paragraphs from the bottom it says:

"Mr. Schmidt says very specifically, Hydro One collects from customers the cost of power, electricity price, and delivery of the power and delivers the bill.  The name Hydro One is on all bills.  While Hydro One is the party that bills the party that bills the consumer, the electricity pricing comes from someone else."

MR. CHUM:  Right.

MS. DeMARCO:  He doesn't indicate that you, in fact, charge transmission or distribution rates.

MR. CHUM:  I think what Mr. Schmidt was getting at was that there are a number of factors that make up the bill and our piece as transmitters and distributors is -- are really just two elements of the bill.  And there is a generation component that isn't necessarily clear.

MS. DeMARCO:  And just to be clear, to give credit where credit is due, Mr. Chum, this is significant improvement from prior activities.  This confusion is actually following some education of a number of communities; is that fair?

MR. CHUM:  What communities are you referring to?

MS. DeMARCO:  Indigenous communities.

MR. CHUM:  This confusion is following education of these communities?

MS. DeMARCO:  Customer engagement process actually is facilitating education.

MR. CHUM:  Oh, it is, absolutely, it is, yes, yes, and this has started a number of conversations with communities directly between Hydro One and the customers we serve.

MS. DeMARCO:  So we have come a little way, but there is still a bit of confusion, fair to say?

MR. CHUM:  Yes.  Again, it is a very complex system, and there's changes in leadership all the time, and so it's an ongoing dialogue to educating them.

MS. DeMARCO:  Let's look at the 2018 consultation, and it starts on page 131 of our compendium.  Your report does.

It also didn't include a presentation on the transmission rate application in the First Nation engagement session.  Do I have that right?

MR. CHUM:  That's correct.

MS. DeMARCO:  And just in terms of that timing, was the rate application filed by the time that consultation session occurred?

MR. CHUM:  No, it hadn't been filed as yet.

MS. DeMARCO:  Okay.  And in terms of the transmission reliability presentation, we don't have anything specific to multiple years of transmission reliability.  Is that right?  I am referring to page 149 of our compendium.

MR. CHUM:  So it looks at reliability from the year 2017.

MS. DeMARCO:  And it's monthly reliability.  Is that fair?

MR. CHUM:  That's correct.

MS. DeMARCO:  Page 152.

MR. CHUM:  156 and so forth.

MS. DeMARCO:  And it doesn't include reliability relative to Hydro One overall.  Is that fair?

MR. CHUM:  Page 152.  Sorry, your question was does it compare to Hydro One overall?

MS. DeMARCO:  Yes.

MR. CHUM:  Excuse me.

[Witness panel confers]

MR. CHUM:  So it is the overall reliability for Hydro One.

MS. DeMARCO:  Oh.

MR. CHUM:  If you look at the heading, "2017 year end overall transmission performance".

MS. DeMARCO:  So this is not the First Nations' reliability.  This is HONI's overall?

MR. CHUM:  According to the title of the presentation, or it says "2017 transmission system reliability performance, overall transmission performance."

MS. DeMARCO:  Okay.  So -- all right.  Thank you.  That is helpful.

In relation to -- my few last questions are clarifications.  At page 180, in an interrogatory at -- Anwaatin interrogatory 5E you were asked to identify in the chart all planned work items that were identified that incorporate the use of distribution -- distributed energy resources.

MR. CHUM:  Correct.

MS. DeMARCO:  Your response was "see effectively the 14-page chart".  So am I to read that as all 14 pages include distributed energy resources?  Or none?  Or...

MR. CHUM:  With respect to Indigenous communities, so we've got one distributed energy resource project on the go, and that is with the Aroland First Nation, right, and that is a distribution improvement, and to improve reliability within the community.  And there is no other DER project reflected in that list of projects here.

MS. DeMARCO:  Okay, thank you.

And on page 177 of our compendium, at paragraph 1 you indicate that that specific distributed energy resource project that was in fact the subject of the settlement and quite innovative is subject to be completed by Q4 2019.  Can you give us an update on that?

MR. CHUM:  Yes.  Now it looks like that project will be completed at the end of February 2020, and we have advised the community of that, and they're fine with that progress.

MS. DeMARCO:  Thank you.  Those are my questions.

DR. ELSAYED:  Thank you.  Ms. Girvan.

MS. GIRVAN:  Did you want to take the afternoon break or -- the morning break?

DR. ELSAYED:  Well, I see here you have 15 minutes, so --


MS. GIRVAN:  Sure, I can go ahead.

DR. ELSAYED:  If you can go ahead maybe we will take the break right after that.

MS. GIRVAN:  Sure, I can do that.  Thank you.
Cross-Examination by Ms. Girvan:


MS. GIRVAN:  Thank you, Panel.  Julie Girvan on behalf of the Consumers Council of Canada.  So I will be very brief.

There has been a lot discussed about your customer engagement so far.  I just want to get to that issue about the LDCs and the request by Hydro One to consider the interests of their end-use customers.  I think that is what you did in preparation of the surveys; that's correct?

MR. LYLE:  Yes.  We did.

MS. GIRVAN:  And Mr. Lyle, you were discussing how, you know, that they do surveys with their customers about their distribution rates because you do most of those surveys.

MR. LYLE:  We do a lot of them.  I don't know if we do most.

MS. GIRVAN:  Okay.  And I guess my question is really, do you know if any of the LDCs that responded to the survey actually discussed specifically transmission rates and transmission planning with their customers?

MR. LYLE:  So in my experience in rate application consultations they actually do not.

Where I have seen transmission come up is with engagements around integrated regional resource plans, but even so, in those consultations -- which usually are not with direct users, but with local community committees that are there to represent end-users -- the discussion is usually on the incremental addition of transmission, or distributed generation, or CDM as a way of dealing with incremental growth, and not about maintaining the existing grid per se.

MS. GIRVAN:  Okay.

MR. LYLE:  Now, the other thing though that we have heard is that LDCs, like Hydro One, do have their own key account representatives, and obviously get engagement through call centres and all the rest of that.

And when there is a loss of service -- which is usually their code for a Hydro One outage, as opposed to a distributor outage, or distributor-sourced outage -- they get a lot of feedback about those things.

MS. GIRVAN:  Okay.

MR. LYLE:  So I am sure there are other channels by which they get feedback.  It's just that in the engagements, certainly the ones that we do, specifically say we're only here to talk about distribution and not about the other issues.

MS. GIRVAN:  So in the context of this application and this survey, you are not aware of any LDCs that specifically went to their customers to discuss transmission rates or transmission planning?

MR. LYLE:  No, but eleven tell us that they have some type of engagement or research that informed their views.  And so one of the things that I am interested in pursuing the next time we talk to them is: Tell me more about that.  What is it?

MS. GIRVAN:  Okay.  But in this case, you don't have that information?

MR. LYLE:  I don't know.

MS. GIRVAN:  Okay, thank you.  So I just want to speak at sort of a high level -- and I don't think you necessarily have to turn to your specific survey, Mr. Lyle.  But there's one other general comments and it is about pacing, and the pacing of investments.

And I will cite it.  It is page 31 of 144 of your survey.  But I am just going to quickly read what it says:
"LDCs show the strongest preference for spreading out investments, with all but a handful of choosing this option."


And so when I read the survey, I think it was prevalent throughout that about spreading out the investments.

And then I look at over time and I look at this sort of pace, and if you go to the four scenarios, there was 4.3 billion, 6.6 billion.  I guess my question is, just at a very high level, if the LDCs have expressed an interest in maintaining the current level of investment, how is that consistent with the fact that over the period of this plan term, Hydro One is actually increasing its level of investment?

MR. LYLE:  So what -- the pacing question was about rates as opposed to investment, right.  So it was would you rather have relatively stable rates, would you rather have them low at the start and growing over time, would you rather front-end the investment in terms of rates.

And that is something that some LDCs ask about in terms of their own rates, and so they probably have a point of view about what their customers are looking for, whether it is stable, low at first and growing, or a higher end decreasing.

MS. GIRVAN:  I guess my question is really this scenario C is maintaining current level of investments, and you're saying that is what people suggested.

But in fact, you are increasing the level of investments.  Hydro One is increasing its level of investment over the term of the plan.  It is not maintaining the same level that it did over the previous plan.  It is actually increasing the level of investment.

MR. LYLE:  I can't really speak to that, because we're presenting the information that is provided to us from -- what I was focussed on was the level of future rate increases.

MS. GIRVAN:  Okay.

MR. LYLE:  And so when I saw maintain current level of investment and I see level of future rate increases -- and this is all about a future period of time, and not about today.

MS. GIRVAN:  Okay.  And when you put four scenarios -- and maybe this was assisted by Hydro One, the four scenarios -- is it typical to put four scenarios?  Like why not put five?

MR. LYLE:  In part it's an issue of spacing and legibility.  You can squeeze in more; often people would go with fewer.  So when you look at research papers on this, often people will say here's three scenarios, what do you think.

But at any rate, there is no magic number in it.  We were given four to pursue.  There could have been five.  There could have been six.  It would have been harder to distinguish between them if there were more, but these are pretty sophisticated groups, so you might have done more.

MS. GIRVAN:  So if you had one between B and C, maybe some of the customers would have picked that.

MR. LYLE:  Well, they did.

MS. GIRVAN:  They did.

MR. LYLE:  The average score is actually a ten, right, 9.98. And a significant number of people actually picked ten, or nine, or points that are not the scenario points.

MS. GIRVAN:  Okay.  Could you please turn to Energy Probe number 24, please?  Sorry, I didn't provide a compendium as I had a few questions.

Energy Probe Interrogatory No. 24, thank you.  This interrogatory sets out the Hydro One Transmission approved return on equity versus the allowed return on equity for the period 2014 and 2018.

And what this illustrates is that there was a higher return achieved relative to the allowed return.

Mr. Lyle, this is a question for you.  I know you have heard me ask it before in other proceedings, but do you ever ask -- or inform the survey participants about the return on equity and the achieved results of the LDC, to form a context for asking these questions about increased level of investment?

MR. LYLE:  No.

MS. GIRVAN:  No.  Can you explain why it's not relevant to this context?

MR. LYLE:  Well, there are separate proceedings on rate of return.  The decision that we were trying to inform here on this particular engagement is what projects should come first, and how far down the stack should they go.

So it wasn't relevant to -- number one it wasn't relevant to the management decisions that the survey was being focussed on.  But number two, I don't believe that rate-of-return is an issue in this particular proceeding.

MS. GIRVAN:  But you are asking customers to what extent they would support rate increases to support an increased capital plan.

My question is don't you think that if they had known that Hydro One is over-earning, they might have different answers to those questions?

MR. LYLE:  To get -- so we come back to the original issues of every time we introduce a new major topic, we have to provide background.  We have to give people a chance to consider them and bring it into the context of the discussion.

Every time we increase the survey, we lose people.  We get fewer people participating.

So from our perspective, we try to focus on the items at hand and I would just make the point again as we made before, these are the best educated, most-engaged customers in the entire electricity system, right.  It's the 103 best-informed people you could get.

Many of those people could run circles around many of us here on a whole bunch of issues around electricity.

So I think they're pretty well aware of what the rate-of-returns are, and they probably pay some attention to who is doing what.  But, you know, nonetheless, to be able to maximize engagement on the issues that management is making decisions on, it's really important to keep the discussion focussed on those issues.

MS. GIRVAN:  Okay.  So you have said you assume they may be aware of the rate of returns.  But you don't have evidence to support the fact that, say, the large industrial customers are aware of the fact that Hydro One has over-earned in each of these years?

MR. LYLE:  I have no evidence on that.

MS. GIRVAN:  All right.  Thank you.  Those are my questions.

MR. GILL:  I would like to add something to that, because again, while Mr. Lyle may not have, you know, statistical evidence to that, I do or I did run a group, our key account management group, which is a key part of our customer engagement process.  And so in terms of the types of discussions that we do have with customers, they're predominantly related to reliability performance.  This is their primary concern, not Hydro One's financial performance, but rather our reliability performance, because there is a direct impact to the performance of their own businesses.

So generally speaking, most conversations are about our reliability performance, as it has a direct impact on their businesses.

MS. GIRVAN:  Okay, thank you.  Those are my questions.

DR. ELSAYED:  Thank you.  So now we will take our morning break and we will be back at 11:35.
--- Recess taken at 11:15 a.m.
--- On resuming at 11:35 a.m.

DR. ELSAYED:  Mr. Garner?

MR. GARNER:  Thank you.
Cross-Examination by Mr. Garner:


MR. GARNER:  Good morning, Panel.  My name is Mark Garner, and I'm with the Vulnerable Energy Consumers Coalition.

I have a compendium, which perhaps we could have marked as an exhibit.

MS. DJURDJEVIC:  That will be K7.3.
EXHIBIT NO. K7.3:  VECC COMPENDIUM FOR PANEL 3


MR. GARNER:  Thank you.  So where I want to start -- I think with you, Mr. Gill -- is a little bit about the customer account system you were talking about.

But before I do that, listening to what you were saying yesterday, I just want to back up about the number customers and customers you have.

As I heard yesterday, you said 84 direct connects, industrials.  I count there is 63 LDCs.  That's from the Board's book they put each year.  Does that sound right to you?  Do you have 63 LDCs as customers?

MR. GILL:  Yes.

MR. GARNER:  That makes about 147, if my math is correct.  And then in your evidence, in different places I see the number 153, and I think 156.  The difference would be made up of generators, in any event.  That would be the remaining number?

MR. GILL:  Yes.

[Witness panel confers]

MR. GILL:  So the number there that you see, the 150, you'll recall the sample size, represent those connected to the transmission network.

We have some customers who have multiple facilities in different locations, so we just scrubbed out duplications, et cetera.

But in the province, there are about -- a little over 200 accounts.

MR. GARNER:  Well, that's where I want to go to.  Right now, I am not talking about the customer survey.  I am really talking to you about your key accounts which you are following.

I am just trying to follow in my own mind who you are following as customers.

So as I understand it, you have 84 direct connects, you have 63 LDCs, and then you have another number of generators who are account holders that you consider customers.  Is that right?

MR. GILL:  So in 2018, we expanded our key account management model to the distribution network.  So the total number of -- you're calling them direct connect industrials -- has gone about 84 transmission-connected ones to about -- you would have to add another 110 distribution-connected industrial accounts as well.

MR. GARNER:  Right.  What I want to draw a distinction between, because I think we're kind of going into a little bit of a different area.  Maybe I should jump to it.

You have a number of delivery points, right.  I recall at one time, maybe it was the last case, there were in excess of 850 delivery points, somewhere in that ballpark.

Does that sound right?  Or do you know?

MR. GILL:  I don't know off the top of my head how many delivery points there are.

MR. GARNER:  Where I am really going with this is that as I understand it, you have started a key account system and if you look at the first tab in my compendium, response to VECC Interrogatory No.9, you call it the customer relation management database.  Do you see that?

So where I am really going, Mr. Gill, is I am trying to identify who is in that database.

MR. GILL:  Okay.

MR. GARNER:  Maybe you could mean with that and give me that sense for that.

MR. GILL:  So the accounts that are managed through our customer relationship management database, or CRM tool, represent at this point in time all customers who are greater than 2-megawatt demand and above, all transmission-connected generators, and all local distribution companies.

Who is not in this database, but in a separate database, would be distributed generators.

MR. GARNER:  Okay, thank you.  I don't know what 2 megawatts or above would represent, but that would capture all of the distribution utilities in the province?

MR. GILL:  You mean the embedded distribution LDCs?

MR. GARNER:  All of the LDCs the Board licenses; like you said, there's about 63.

MR. GILL:  They're all in the database.

MR. GARNER:  They're all in the database?  Okay, thank you.  Can you help me now -- can you give me a visual or idea of what is in the database?  Like what is the data?  Is it just a field of text of, you know, like I went to see LDC 2 and write it in? Or is it a series of fields that you are populating?  What is this database?

MR. GILL:  I am sure my former staff would love to hear me describe this.

So the database, as I understand it, there's a general -- call it a general filing cabinet on each customer, where there is a certain amount of information about where they're located, their connection point, a general overview of who they are.

When you start getting into a particular transaction, maybe you are upgrading their service or there is a particular undertaking that is going on, we call those case files.  So it is like inputting a file in the filing cabinet, if you will.

MR. GARNER:  Okay.

MR. GILL:  So it will contain specific information about a particular -- call it transaction.

MR. GARNER:  Okay.  So let me just jump around a bit.  There is, at tab -- I am not sure of the tab.  Tab 3.  I have extracted a piece out of Chapleau PUC and I am not going to ask you to -- their last rates case.  I am not going to ask you to deal with any of the specifics in it. Obviously, you are probably not aware of it.

But what you will see in that is two things.  One is in response to 2 Staff 28, and you will see a set of outages affecting that utility from your transmission system, right.

It's basically got a table -- I am not sure if it can be pulled up.  We can all see it on the Board.  It has a table on it which is on page 14 of 21.

You will see it has a table, and I've highlighted some of these.  And just for our edification, all of us, the 1208 represent, as I understand, pretty much all of the customers of Chapleau.  But it has hours and it shows all of these outages and that.

MR. GILL:  Hmm-hmm.

MR. GARNER:  Then if you follow along the next interrogatory, which is from my client, VECC, it talks about the problem that was occurring, and you will see that it says in response to B, and I will just read it:
"HONI has already rectified the issue to improve the reliability related to the LOS with the installation of proper reclosure units," et cetera.

So there is a little description of what happened and what they did.

So when I am looking at the customer database that you are talking about, am I going to see this type of -- or are you going to see this type of information in that database about Chapleau?

MR. GILL:  So if there was a specific undertaking done through, let's say, the key account management rep, and a case file was created, then I would expect to see that in the CRM system with respect to the particular delivery point or the interruption that's happening, that is in another database in terms of the outages, which we can call upon.

So when we deliver, let's say to Chapleau, our annual meeting with them to discuss what -- we provide them a reliability report, so we would compile information throughout the company, and sit down with them to go through all of their delivery point performance.

MR. GARNER:  Okay.  So I am asking you as the person who is responsible for customer engagement in the broader sense, not the survey sense --


MR. GILL:  Hmm-hmm.

MR. GARNER:  -- how do you ensure the information of your account people, your key account people, is feeding into the capital expenditure plan of the utility?  Can you explain that to us?

MR. GILL:  Yes.  There is a direct link or direct access for the key account managers to not only meet with, or call, or call to a meeting our planning department, our operating department.

In 2018, last year, we also consolidated within the key account management group our operating support group out of the OGCC.

So now in one particular department within the key account management, we have line of sight to operational issues that have occurred and customers' enquiries with respect to system events, and then also ongoing work.

And so the types of -- the way information gets passed is through meetings and through correspondence between planners.  Again, if a particular case requires an agreement or work, I would expect to see that in the CRM database.

MR. GARNER:  And how, for the purpose of a customer survey, are you able to extract from this account database in order to inform a survey that you might want to have about customer's interest?

So do you find a pattern, do you find -- how do you link the customer survey you might do with this account database that you have?  Or do you?

MR. GILL:  Are you speaking of how did we did it for the 2017 engagement?

MR. GARNER:  Sure, you can speak to that and then maybe how you would do it in the future on a survey.

[Witness panel confers]

MR. GILL:  Okay.  So I am going to describe for you what we did and then how we would go forward.  So at the outset of creating the survey or helping Innovative to design the survey, we held meetings with our planning department and our key account managers with the intent of, we need to know what information will inform the plan.  So what questions can we ask of our customers in an effort to inform the plan.  That's the general way in which we approached trying to obtain meaningful insights to have an outcome in the plan.

MR. GARNER:  So you're not able to do this, then, I take it?  You are not able to extract from your database of account -- key accounts, you know, the four top things that every LDC is complaining to us about and say, gee, we better ask that question because that keeps popping up in key accounts?  Are you able to do that exercise?

MR. GILL:  The way it works is, we have information about which customers and their reliability performance.  So that is the predominant, you know, driver of satisfaction is reliability performance.

So I don't need to necessarily get that through the CRM database, but rather other metrics we have on delivery point performance, et cetera, so we can figure out who has been experiencing reliability events outside of what might be expected.

MR. GARNER:  Okay.  Mr. Lyle, I want to turn to you just for a second as you look at the survey.  So we looked at Chapleau, and clearly they're demonstrative of your finding that reliability is a big issue.  Chapleau, if you look at the table, has some major issues when it doesn't get its supply, right?

MR. LYLE:  I wouldn't have been aware of that, but I will take the evidence --


MR. GARNER:  Take the table as it is?

MR. LYLE:  Right.

MR. GARNER:  But here is my question, really, is that if I were surveying and Chapleau was in my survey, I could definitely see Chapleau saying reliability is my big issue, but if I were in Energy Plus and I had four or five delivery points, I had redundancy, I might have a different answer.

So how did you weight that kind of concept, one customer with a quite different answer than the other?  Is there any weighting to that?

MR. LYLE:  There is no weighting in this survey.  We were trying to get as close to a consensus as we could, and we got 66 percent.  And every customer was treated as equal to any other customer.

MR. GARNER:  Well, let's talk about every customer.  So that's -- every customer is an LDC.  So Chapleau's 1,200 customers are the same as Toronto Hydro's 750,000 customers?

MR. LYLE:  Yes, for the point of this survey --


MR. GARNER:  For the point of your survey, thank you.

Now, one of the other things I have spoken to -- and again, Mr. Gill, I am not asking you the specifics of it, because I am not sure it is in your area, but this -- I had a discussion with Mr. Jesus on customer delivery point performance.

And you will see, I extracted into the compendium, actually, one of the projects in your filing, and it is for Tillsonburg, and it talks about basically if you go to 3 of 5 on the extract, that page, if I can find the PDF -- or I can show you.  It's on page 8 of 21, I think.  And then if you go down to page 10 of 21 you will see a discussion in the expenditure plan, and it talks about the customer delivery point performance standard and the need to make recoverable amounts from, I take it, Tillsonburg Hydro.

Now, one thing that got me thinking about that is, in my engagement with utilities, distribution utilities, they have often two things that they will take issue with the transmitter with, and one is the cost of something that you are doing when they need an upgrade and/or some sort of performance, right?

And the other one is often a forecast of demand, because often they're building something on the sense of demand for upgrade.

And those two things can cause them, the utility, to make a capital contribution, come out of their pocket.  So that is an issue.

Have you ever heard of that type of issue with LDCs?  Those types of issues with LDCs?

MR. GILL:  I would say those are circumstances in any upgrade, in terms of cost allocation and load forecast.

MR. GARNER:  Right.  But you wouldn't -- if a utility working with you -- and you're dealing with the customer engagement -- is having an issue with issues like that, the contribution they should be giving to something and how it is being built, their view of the costs, et cetera, how does that get registered in your database?  Do they see you as the key account person as someone to go to saying we have a complaint about this, we don't think we are being treated fairly on this, or something like that?

MR. GILL:  So in terms of the, let's say the work or the upgrade that would be required, it's a contractual arrangement that the key account managers facilitate.

So they're the direct point of contact, in terms of the cost recovery agreement that ultimately gets signed, of which the load forecast is part of that, the total cost of the project is part of that.  So all of that gets worked directly through the key account manager.

MR. GARNER:  Okay, thank you.

I hate to jump around, but I will.  I am back to you, Mr. Lyle.  Or actually, to both of you.  First of all, as I understand the discussion we have had over the last two days on this, you did a survey, the survey that you've done, Mr. Lyle, and subsequent to that or while you were engaged in that survey a Board decision came out that in essence said the survey that we really think you should do is something closer to the actual end-use customer, engage them in some fashion.  Is that the way you read the Board's decision in the 160, EBO whatever it is, the year, 0160?

MR. GILL:  So when I read the Board's decision there, I thought the direction to consult with LDCs to figure out practical ways to solicit insights from end-use customers of other LDCs was indicative of their desire to hear more from all customers throughout the province.

MR. GARNER:  Well, all I am getting at is when I read that, and I'm asking you, you wouldn't do the same form of survey now that you did with this one, given what the Board has said about the engagement?

MR. GILL:  So the issue at hand is the next engagement is going to be a combined filing.  So we will be speaking with customers throughout the province.  So the approaches might be a little bit different anyway.

Like, we need to obtain feedback from customers throughout the province.  We are planning on doing a, call it a general population-type survey.  So in order to capture the intent or needs from customers across the entire province.

MR. GARNER:  And is that going to engage end-use customers?  Like, the customers -- ratepayers who pay --


MR. GILL:  We have to do it through a general population survey.  And as Greg will confirm, throughout that survey we will confirm whether or not they are in fact a consumer of electricity in Ontario.  Therefore you will have a general sense.

We won't know who they are specifically.  Greg might be able to figure out who they are, but, yes, our intent is to obtain needs and preferences from customers throughout the province.

MR. LYLE:  It will still be relevant to survey the people that were surveyed for this survey, but the point being made earlier from the Board decision and from questions is that what the Board -- what we understand the Board to be looking for is also add to that the views of the LDCs' end-users in terms of what they think about the choices that are being made here.

MR. GARNER:  All right.  Thank you.  And looking at this survey, if I were to sum up the application -- and you can correct my characterization if you would like -- the way I characterize the application on the capital end is that Hydro One transmission is looking for a significant, perhaps even substantive, increase in its capital program in order to either maintain or improve its reliability.  Is that unfair?

MR. GILL:  You're summarizing the entire application?

MR. GARNER:  The entire application, well, at least the capital end of the application.  Is that unfair?

MR. GILL:  I would say that Hydro One is looking to deliver for its customers.

MR. GARNER:  But it is a substantial increase in its capital over the past period.  Correct?

MR. GILL:  Again, I think the plan represents the needs of our customers across the entire province.

MR. GARNER:  Fair enough.  But it is more money than it was before.

MR. GILL:  Again, delivering on the needs of our customers is what our main focus is.

MR. GARNER:  Okay.  So we are clearly not going to get you to say it was that, but let's move on to -- Mr. Lyle, why would you not in your survey really indicate that the utility is seeking to increase its capital spending in order to maintain or improve, depending which way you want to do it, reliability and then ask the question:  Should Hydro One be required to provide demonstration that those projects actually have achieved that objective?

And then provide them, using the Board's scorecard, some of those metrics the Board has put out there in order to demonstrate the outcome, and say to them:  Which one of these do you think might be the best way to demonstrate the result we say we're going to get.

MR. LYLE:  So again, the two key things we were considering going into this is, number one, can we get a good response rate, a better response rate than we had in the past.

And number two, can we and the key questions that planners needed answered in order to make the choices that informed this application.

And so in terms of that, it was the double-check on do we have the right projects in the stack, what are the criteria to sort the projects within the stack, and how far down the stack do we go.

What you are talking about is an interesting topic, which is what are -- how do we show accountability for this.  What are the measures that would make sense to customers, if I am understanding your question.

That would be certainly an interesting topic.  It's just that if we had gone there, we would have reduced the number of people participating because we would have had a longer survey.  And we also would have had some challenges -- although less with these customers than with other customers -- but essentially, when you are dealing with reliability, you're dealing with probabilities not certainties, right.  Nobody knows for sure that a new piece of equipment won't have a particular problem with it emerges right away.  No one knows for sure that a 45-year old transformer that is five years past its end-of-life will break this year, or three years from now.

So turning that into plain language -- again, less of a problem with people that are dealing with these uncertainties compared to the broader public -- but to create parallels when we do the next wave is not a small challenge.

MR. GARNER:  Well, just let me respond to the idea that you'd make the survey too long.  I guess it depends on the questions you ask and the questions you don't ask, right?  I mean, surveys are as long as one wants to make them.

My point -- I am looking at you also, Mr. Gill, also -- is that if you are asking customers to pay for something and the Board's established metrics for those things, and the Board has clearly under its framework said its outcomes are what we look for and has created scorecards, why in your surveys are you not looking to say which of the outcomes should we be looking at?

For instance, we have talked about these customer delivery points.  Your LDCs use them, they pay money based on them, and you haven't really engaged them in anything to say are these really the outcomes we should be looking at.

You have safety scores.  I would argue you should probably use outage by equipment as a better indicator.  But whatever your indicator, why aren't you engaging your customers and saying is this a good thing to look at in order to see if our capital programs are being effective -- all metrics being imperfect.

I mean, that's life.  Perfection is the enemy of the good, right.  So they're all indicative is what you are trying to do.

So why don't you ask your customers about what might be the best indicative way of determining outcomes?

MR. GILL:  I think what you are suggesting is certainly future related, in terms of how to engage customers.  Certainly at the time, and at the time that we created this particular survey, it was informed by previous decisions, the filing requirements, how to do it.  In fact it, was informed by stakeholder sessions.  A stakeholder session, I think, was March 29th, 2017.

And so while that is a very good suggestion in terms of how to measure outcomes, it will be contemplated the next time we do engagements.

I don't recall it being brought up in terms of suggestions for stakeholders in 2017, but again I think we bring that forward.

MR. GARNER:  Well, thank you, Mr. Gill.  When someone says I have a good idea, I think it is time to stop, and I am finished my examination.  Thank you.

DR. ELSAYED:  Thank you.  Miss Grice?
Cross-Examination by Ms. Grice:


MS. GRICE:  Good morning, Panel.  I am Shelley Grice, representing AMPCO.  And I have a compendium, if we can get that marked as an exhibit, please.

MS. DJURDJEVIC:  That will be K7.4.
EXHIBIT NO. K7.4: AMPCO COMPENDIUM FOR PANEL 3


MS. GRICE:  If we can please turn to page 2 of the compendium, this is a table that sets out Hydro One transmission rates, the uniform transmission rates broken down by network service line connection and transformation connection.  It shows the data from 2016 to 2020.

I sent this table out to Hydro One in advance.  I just want to check, were there any errors in the table that I sent to you, that you are aware of?

MR. GILL:  I wouldn't be the person to pick out the data behind this table.  I think a subsequent panel would be in a better position to answer that question.

MS. GRICE:  Okay.  Well, I pulled it off the rate schedules on your website, and then I added 21 and 2022.  If you could just turn to page 3, I got the data from 2021 and 2022 from a presentation that Hydro One gave to its large customers in March of 2019.  So I just wanted to let you know where the data came from.

MR. GILL:  Okay.

MS. GRICE:  If we go back to page 2, it just shows here that from 2016 to 2017, there was a slight decrease in your uniform transmission rates.

And then there have been steady increases for 2018, 5.7 percent, 2019 2.8 percent, 2020 is forecasting a 7.5 percent increase, and then subsequent increases are forecast to occur in 2021 and 2022.

And I just wanted to talk a little bit about AMPCO's experience with the members that we have at AMPCO.  When we are speaking to AMPCO members, our experience has been that their number one concern with respect to transmission rates is affordability.

Often we get calls as part of budget cycles to get information on what forecast transmission rates are going to be, so that these customers can put information into their budget cycle regarding what the forecast costs of electricity are going to be.

And the predominant questions that we get are around the network service charge.  So if we can just look at the table, it just shows here that in 2020, the forecast increase in the network service charge is 13.6 percent. And then you'll see an increase in 2021 of an additional 5.3 percent and in 2022, 5.5 percent.

So I just want to bring this information now back to Hydro One, because that is our experience.  Those are the kind of questions that we're getting.

And just in terms of Hydro One's experience, when you have your routine communications with your customers, and you are talking to these customers outside of a survey -- so they're not being asked to pick from a list of outcomes, you are having your conversations with them -- in addition to reliability and power quality issues, is price and affordability a top issue and a top priority for customers?  Is that your experience?

MR. GILL:  So my own experience with our customers -- some of which are your members -- in terms of the rates discussion and in terms of wanting to see future rates, I can echo that, I've heard that.  That's why the information was presented at the large customer conference in terms of planning, so we're talking to people that want to plan for future increases or future prices, if you will.

I can say that rates-type discussions that we have had with your members and our largest customers revolve predominantly around the price of the global adjustment, which is the largest portion of their bills.

So they are concerned about -- call it the biggest issue that they have.  A lot of the conversations that we have with them are with respect to their desire to shave global adjustment charges through peak avoidance.

So their primary interest with us relates to connectivity and their desire to have behind-the-meter type generation or load displacement projects.

So absolutely, these are businesses, critical businesses to Ontario, looking to manage their costs to remain competitive.

MS. GRICE:  Okay.  So transmission rates are part of the discussion?

MR. GILL:  Surprisingly, again, my experience has been predominantly it's been global adjustment charges.  When we have decisions -- and this is something that I did when I had this job, which was to provide customers and offer to them a forecast of rate increases that are coming.  So I don't want to -- I don't want to diminish or trivialize the impact.  Of course, it is -- it needs to be factored in among all of their input costs, so -- but we don't -- again, it hasn't been my experience that we focus solely on the -- these rates, which are proportionately much smaller than the biggest opportunity before them, which is to shave global adjustment to remain competitive, yes.

MS. GRICE:  Okay, thank you.  Can we please turn to page 21 of the compendium.  So the numbering is on the bottom of the page.  So I think it is probably the next -- there we go.  Okay.  Just under figure 2 there, we've been over this a bunch of times.  I just have a little different question around this.

So this is from your 2017 customer engagement survey.  We have talked a bunch of times about the first bullet there, that:

"With respect to key messages and results from that customer engagement survey, safety, reliability, and outage restoration are customers' top prioritized outcomes."

And then if we can just please turn to page 22.  And it is just -- I have highlighted it in yellow there.  It is just an acknowledgement that cost was also raised at various times throughout the survey and the desire for good reliability at a competitive or low cost was universal.

And if we can next turn to page 13 of the compendium.  This is from your application last time.  And if we look under -- I'm sorry.  I need -- oh, sorry, yes.  So on page 13 at the top, my understanding was you did a customer engagement survey in advance of the last application, and that was the first time Hydro One has ever done a customer engagement survey of this nature.  Is that correct?

MR. GILL:  So I will confirm the engagement that was done, I want to say in 2016 through IPSOS was the first time that we had done a customer engagement survey of this nature.  I don't know if it was a filing requirement at the time.  I seem to recall we did one application just in recognition that that's where the Board was headed for transmission.

MS. GRICE:  Okay.  And I just, I looked at the questions in that 2016 survey, and it seems that that was more of a needs preferences-based survey and then the 2017 survey is an outcomes-based survey.

Would you agree with the distinction between the two?

[Witness panel confers]

MR. GILL:  Sorry.  So I think the big -- the bigger distinction was when we designed the 2017 survey.  We were looking at it more from a -- these are business-type choices that we wanted to pose to these customers.

We designed this survey in light of decisions that have -- engagements and decisions that had happened at the time, plus also taking a fresh look at what can we do to inform our business plan.

And so in many ways it was a fresh start in 2017, as it was in fact officially a filing requirement at that time.  But definitely business choices is kind of the theme.

MR. LYLE:  Right.  And if I could just add to that.  The handbook is very specific that the planning process must be informed by customer engagement, and so in developing the survey there are many things that would be interesting, but the key thing in the survey was, were we asking the questions that would inform the planning process, because there are lots of other surveys that Hydro One does -- not lots, but a number of other surveys that they do that provide additional information about the needs and preferences and satisfaction of customers.

MS. GRICE:  Okay, thank you.  And then at the top of page 13, so similar to what was a finding in this survey, in the last survey, cost was raised at various times throughout the consultation, the desire for good reliability at a competitive or low cost is universal.  So that seemed to be consistent between the two surveys.

MR. GILL:  So in terms of, I would say cost is an issue, and cost is an issue across all customers.  This is known.  This is known at Hydro One.  I think a lot of the discussions that have happened around cost in our survey today, what you see there are results from the survey.  They are what they are.  They don't necessarily represent Hydro One's position on that.

So our approach ultimately with respect to a plan that gets filed and that is before you is informed not only by the survey, but information that is -- comes in through other means through our ongoing engagement, other surveys, so cost is definitely an issue that is at the top of mind.

MR. LYLE:  And I am just wondering if I can add to that by referring to part of the evidence, TSP 01-03-05, and page 24.

Right.  So what this slide is showing is how -- this is a control that we use to be able to see if the economy goes down what the impact of that will be on how people feel or if the economy is better how customers feel about their use.

But it provides insight into the sort of information that was available to Hydro One as they were planning.

And I just note the top question, "the cost of my organization's electricity bill has a major impact on our bottom line and results in some important spending priorities and investments being put off".

Overall, 58 percent agreed with that.  But end-users, which would include potentially some of AMPCO's members, 91 percent agree.

So this is part of the information that Hydro One collects.  It is just not the information they collect to inform which projects come first when they make a decision about priorities within the planning process.

MS. GRICE:  Okay.  Thank you.

So if we can please go to page 12 of AMPCO's compendium.  So I am just looking at the bottom section there.  So we just talked about that safety, reliability, and outage restoration were the three top priorities in the 2017 survey.

And then this is a finding from the 2016 survey from IPSOS Reid, that it seems from this that the number-one priority from that survey was reliability.

And what I didn't see mentioned at all in any of the survey materials was safety.  And I just wondered why safety didn't come up as part of the 2016 survey?  Is there an explanation for that?

MR. LYLE:  Yes.  So if I can just -- I will give you a general consideration, because I haven't reviewed IPSOS's survey, because it was part of a previous filing, but the general thing that we find across the board in all samples is that, when we ask people in an open-ended way what needs are important, safety is taken as a given.  And many times, when utilities consider what their priorities are, safety is dealt with as a compliance issue and isn't an incremental decision.  There often aren't incremental spending choices related to safety because they're dealt with in the base budget and there is no discretion.

So a lot of times, and even in our own surveys, safety won't be listed because it's not going to inform one of the choices, because all the necessary safety investments are already made.

In an open-ended response, safety often doesn't get mentioned because it is table stakes.  People just assume it is being done and we have measures of whether they're satisfied on things like that.

If customers are satisfied on something that is important to them, they won't mention it in response to a needs question.  They will mention the things that they're unhappy with.

MS. GRICE:  Okay, thank you.  If we can turn to page 14 now, this was the part of application last time where Hydro One is summarizing its general assessment of customer needs and preferences, and then how those are reflected into its transmission system plan.

My understanding from reading the evidence is Hydro One is looking at not only its 2016 customer survey, but all of the other customer engagement activities that take place during the year.  So things like your large customer account management, large customer conferences, you've got working groups, you've got focussed meeting with customers, so it is the envelope of activities that you undertake.

Would you agree that that's sort of the premise of this part of the evidence from the last case?

MR. GILL:  So I would say what informs the final plan, if you will, it is certainly all of the customer engagement that we do.  It also is informed by all of the other research that we do.

It is certainly informed by our knowledge of the general concern for rates in Ontario.

And so I think, you know, in evidence, if I were to turn to Exhibit A, tab 3, schedule 1, page 4 of 50, you can see in paragraph 1, it kind of highlights, you know, ultimately our plans, our business plans, our rate filings, get reviewed and approved by our board of directors, and they take into consideration a whole host of things that I just mentioned.

And we can see here that, you know, in 2018, obviously that was a year where we had a new board, and they asked us to go re-evaluate again and drive for more productivity and minimizing rate increases. I mean, this is at the top of how we do things. So go back and take into consideration everything.

Again, while the survey itself provided some data point in terms of the customers' or the transmission customers' appetite for rate increases or their appetite for better reliability and what they're willing to pay for it, it all gets balanced out with the broader needs of all electricity repairs in Ontario.

MS. GRICE:  Okay, thank you.  If we can just go back to page 14, this is just underneath the heading "How the transmission system plan reflects customer needs and preferences."


If we start at line 12, this was specifically referenced in the last case:
"The investment plan reflected in this application seeks to meet customers' needs regarding service levels in a manner that controls costs to address their desire for low or competitive costs.  Hydro One recognizes that customers are sensitive to the total delivered price of power."

Now, if we can go to page 33, please, this is what I would suggest is speaking to the same issue, which is how customer initiatives are incorporated into the transmission plan, and there are a whole bunch of bullets that are listed here.

I recognize what you just said, but there is nothing mentioned here about costs being reflected in how the customer engagement was incorporated into the transmission plan. There isn't a recognition that customers are sensitive to the total delivered price of power.

So can you just help me out with this part of the evidence?

MR. GILL:  So this part of the evidence really captures what the customers who were surveyed said throughout that survey.

The final decision, the plan that is before you, takes into consideration the broader needs.  Again, going back to my earlier reference to the final decision from the Board for us to go back and seek more productivity and keep rates in mind is what's before the Board today.

MS. GRICE:  Okay.  So when the first line there, where it says "insights from recent surveys", there is the 2017 survey.  Is there another survey that is informing this bullet list?

MR. GILL:  So we would have shared with the planning team our C-SAT results, our customer satisfaction results, which is another useful tool in terms of providing insights from customers in terms of what, again, this particular segment is looking for generally from Hydro One, in the plan and service-wise.

MS. GRICE:  Okay.  So I did want to ask you about that survey, so maybe it is a good time now to just go to that.

If we can go to page 23, please...

MR. GILL:  Of the compendium?

MS. GRICE:  Of my compendium.

MR. GILL:  Okay.

MS. GRICE:  This is your evidence regarding the customer satisfaction survey.  So if we just look at starting at line 8:
"Since 1999. Hydro One has been collecting feedback from transmission customers through an annual customer satisfaction research process."


If we just jump ahead a couple of lines, starting at 11, it says:
"The trending of results over time assists Hydro One in identifying areas to improve transmission customer satisfaction."


And then down to line 18, it says:
"This research is conducted by independent expert customer research firms."


The most recent iteration of this research was carried out and reported on by Innovative Research Group in 2018, and it was provided in your TSP.

And just lastly, starting at 22:
"The objectives of the Large Transmission Customer survey are to measure the level of customer satisfaction, and to monitor Hydro One's performance in four dimensions of satisfaction among customers: price, customer service, product quality/reliability, and relationship."


And so I have just included just a couple of pages of the survey in the compendium, so if we can go to page 53, which is at the very end of the compendium, this is just -- that's the title page of it.

If we go to page 54, this section on price that I just mentioned was one of the objectives of the survey.  It says:
"No price/billing questions pertaining to experience with Hydro One were asked of LTX customers".

Firstly, can you just define what LTX stands for?

MR. GILL:  Large transmission-connected customers.

MS. GRICE:  Okay.  So with respect to the price piece, I just wanted to understand why were there no price or billing questions as part of this 2018 survey.

MR. GILL:  So when the survey was recast, the reality is these customers, we don't deliver the bill to them.  They're billed directly by the IESO.

So where we pick up on sort of their appetite for price is what Greg mentioned before, which is toward the end of the survey on the environmental controls questions.

But the format is similar to what we ask our residential customers where we do in fact provide them billing questions, accuracy of bill, et cetera.  We don't issue these customers a bill, so we don't ask them about something that we don't issue them.

MS. GRICE:  So this wasn't done in your 2017 survey?  It is not like it has changed for 2018.

MR. GILL:  To be honest with you, I would have to look at the 2017 survey.  I know that we recast the survey, I am just not sure in what year.

MS. GRICE:  Would you be able to file the 2018 survey?  That would be great, thank you.

MS. DJURDJEVIC:  That will be J7.3.
UNDERTAKING NO. J7.3:  TO FILE THE 2018 CUSTOMER SATISFACTION SURVEY


MS. GRICE:  I just want to talk a little bit about the contents of the survey.

If we can please turn to page 11.  So this starts at the bottom of page 11.  It provides the information presented to customers in the 2016 survey, and you will see there at the fourth bullet, I am just looking at sort of the detailed information with respect to reliability, equipment performance, and things of that nature.

The fourth bullet, it says -- you provided a description of Hydro One transmission system reliability performance, and then on to page 12, you provided the causes of power interruption, duration, and frequency, then the types of equipment causing interruptions and the relative contributions, an explanation of Hydro One's use of asset demographics and asset condition assessment, a description of actions that Hydro One has undertaken to mitigate reliability risk without increasing investment, and then you had your presentation of the three illustrative scenarios.

And then if we can please go to page 43.  It says here that in response to feedback that you received from OEB Staff and intervenors, if you look at the second box -- set of boxes from the bottom, it says on the left that the feedback received was that customers may not have fully understood what was being asked of them, and then in the action taken it says that links were included in the survey that took customers to a second document with more contextual information and definitions of terms used in support of the survey.

So when you look at the two surveys, in the 2016 survey, all of those -- all of the information regarding reliability, et cetera, that I listed was in the core survey document.

And this time around all of that information was in a second document.  Correct?  It was like if you -- if you wanted to look it up you could, but you didn't have to.  Have I characterized that correctly?

MR. GILL:  That's correct.  There were hyperlinks, if you will, to additional information.

MS. GRICE:  Okay.  So can we please go to page 47.  So this is an example of when you would have an opportunity to do that under pace of investment:

"For more information on the health of Hydro One's assets, see the additional information document."

Were you able to track on how many of your survey respondents clicked on that additional information package?

MR. LYLE:  We didn't track it.

MS. GRICE:  Okay.  Thank you.

And then just back to page 42.  I am just looking at the feedback received at the very last set of boxes on page 42.  It says, "There was a perception that risks were exaggerating -- exaggerated" -- Okay.  Let me start again.

"There was a perception that risks were exaggerated, impacting customer perception to approve increased spending approvals, and that the risk model was not mature or predictive."

And then in response to the action taken, it says:

"Innovation Research Group was asked to correct any wording used as part of the survey that could be perceived as leading, and additional information was provided in supplementary materials to better explain how and when the Hydro One reliability risk model is used and a broader spectrum of outcomes..."

That is the part I want to focus on:

"...that a broader spectrum of outcomes beyond reliability risk was provided to customers for each investment scenario to allow for more informed selections."

So if we go to page 45, which is your illustrative scenarios.  And I just want to talk about the broader outcomes that you provided in addition to reliability risk.

So you've got long-term reliability impact, which is shown as arrows either increasing or decreasing.  And this is something new.  And I think this is new information that actually I don't think I have ever seen in your application presented this way, but that it is the average percentage of key assets beyond expected service life.  So that's a new broader outcome that was included as part of this survey.  Is that correct?

MR. GILL:  Again, I just designed this particular survey in 2017.  So I didn't provide any previous numbers like this.

MS. GRICE:  Okay.  So what this is showing is that in 2019, 21 percent is the average percentage of key assets beyond expected service life.

Would we be able to get that percentage in 2016, so we can see from the level of investment that occurred since 2016, the directional impact on average percentage of key assets beyond expected service life?

MR. STERNBERG:  In my submission, that wouldn't be relevant to -- you've got the relevant information already in the record for purposes of this application.  To go back and seek to look for that information as of 2016, I would submit it doesn't have any relevance to what you are going to need to decide here today in this application.

DR. ELSAYED:  Response?

MS. GRICE:  The reason why I am mentioning is you are including it now as a broader outcome and there are investment dollars attached to improvements to this broader outcome.  And in the last application there was money spent to get us to 21 percent in 2019.

So the relative impact in spending related to what that percentage was in 2016, I submit, is relevant.

DR. ELSAYED:  How much effort is involved in producing this information?

MR. GILL:  I didn't hear you, sorry.

DR. ELSAYED:  How much effort?  Is this readily available information?

MR. GILL:  I can't even speak to that, because I won't be the one finding that information.  That would be up to Bruno Jesus.

MR. STERNBERG:  I don't know what effort would be involved.  We could find out and come back.  But my other pause over it, besides what I have said and what effort may be involved to get it, is it seems to me if we just -- if we are able to get the information, we just provide it, if anything it is just going to lead to other potential -- for need for other evidence to explain and we would be going back and talking about what happened back in 2016 and going down perhaps an area of a lot of detail on that that, again, we respectfully say wouldn't have any real bearing on the plan that is before you in this application and the evidence you have before you in support of it.

DR. ELSAYED:  Well, the Panel feels there is some relevance, in the sense of establishing some sort of a trend to have a look at that parameter specifically.  So if there isn't -- and you can determine that, I guess.

If that information is readily available, probably it should be provided.

MR. STERNBERG:  Should we, if it's reasonably available, provide it?  Or should we check on that and come back and inform you what can be done?

DR. ELSAYED:  If you take an undertaking to check.  If it is reasonably available, that you will provide it?

MR. STERNBERG:  We will do that.

MS. DJURDJEVIC:  That is J7.4.
UNDERTAKING NO. J7.4:  TO CHECK IF LONG-TERM RELIABILITY IMPACT IS AVAILABLE AND IF SO TO PROVIDE IT.

DR. ELSAYED:  Thank you.

MS. GRICE:  Thank you.  And then just my last question on this table, so given that safety is the number-one priority that customers have identified, did Hydro One give any consideration to having a safety outcome on this attached to these illustrative scenarios?

MR. GILL:  So the survey happened at the same time.  So the identification that safety was important to these customers was not apparent.

MS. GRICE:  Of course, of course, thank you.

Okay.  I just have some questions now about your large customer conference.  So that is on page 7.

Sorry.  I misspoke.  Hang on here.  Sorry, page 31.  Okay.  So this is just some evidence on your large customer conference.  And it just says that:

"Each year Hydro One organizes and hosts a large customer conference for all large transmission and large distribution 2-megawatt-plus customers.  The focus of the conference is to provide an opportunity for large customers to hear about Hydro One's plans and initiatives, ask questions, discuss their interests, and raise concerns with representatives and executives from several Hydro One lines of business."

And then if you go down to page 24 -- or line 24, it says:

"In recent years Hydro One has used these conferences..."

Sorry, I'm staying on the same page, 31.  I meant to say line 24.  Apologies.
"In recent years, Hydro One has used these conferences as an opportunity to provide large customers with presentations about Hydro One's planned investments and activities.  In addition, large customers are given an opportunity during each Large Customer Conference to meet with Hydro One staff, including planning staff, to share information and raise concerns.

In addition to planning staff, learning about customer needs and preferences through these informal conversations, feedback received during the conference..."


If you can just go to page 32 now.
"...and through post conference customer surveys is subsequently provided to planning for further consideration."


So my understanding was that the survey that you completed -- you did for customers was completed in July of 2017.

MR. GILL:  The customer engagement survey, yes.

MS. GRICE:  And then you had a large customer conference.  You have had one in February of 2018, and then another one in March of 2019.  And when I went and looked at the materials, the survey results weren't presented at the 2018 conference, which was sort of eight months later.

And it was presented at the March 2019 conference, March 25th and 26, and that's, you know, three or four days after your application was filed.

So based on sort of the objectives of the large customer conference, I just wondered why you wouldn't table those results at the 2018 conference.  And why wait until your application has been filed, because then you lose the benefit of getting that input from those customers on your transmission plan.

MR. GILL:  So at the outset, when we're asking customers to complete the survey in 2017, we anticipated filing much earlier.

So we made a commitment to share the results with them, presumably after they had been filed as evidence.  So a lot of the -- or the primary rationale for not sharing call it this evidence sooner was the fact it was not publicly available yet through the rate application.

So we were banking on the fact, or I was advised that releasing the survey results in advance of them being public is like releasing our evidence early.

So we essentially shared the results of the survey with customers shortly after we filed them.  I think you are right, two or three days.

I will say that while we made a commitment in 2017 to share the results of the survey, I received no enquiries in the preceding year to see the results.  I am not saying there is anything to read into that, but as things stand, people were not seeking the results of the survey proactively, but rather were receptive to the results and the presentation that was provided at this year's large customer conference.

MS. GRICE:  So do you prepare notes on that conference, the 2019 conference?  Did you prepare notes on a summary of what customers said at that conference?

MR. GILL:  So what we do is we provide, or we can provide information on the survey results of what customers said about the conference.

There's probably video of the conference somewhere.  So I don't know.  I mean, I would have to go to the production company.  But I am not instructing people to take notes, or rather instructed staff who are attending.  So there is a pre-conference meeting with all staff just to sort of lay the ground rules, in terms of respect, treating -- you know, talking to our customers, but also making sure that they funnel information back to their key account manager.

And we introduce all of the other planning staff, et cetera, who are attending, who the key account managers are, so we can make sure the information gets back to planning.

Again, as I recall, not a lot of questions throughout the presentation of this material afterwards.  But if there were any discussions aside with the planners, the instruction was to let their key account manager know and file that information back to planning.

MS. GRICE:  Okay, thank you.  Just my last area regarding customer engagement.  It is my understanding that Hydro One plans to do ongoing customer survey engagement, and that you have a survey planned that you were going to do in 2019.

MR. GILL:  Yes.

MS. GRICE:  Have you undertaken that survey yet?

MR. GILL:  So I was heading down that path of creating an ongoing survey that would be consistent with the filing requirements.

We designed a draft survey.  We tested it with -- I want to say ten customers, just to see how well it would go over.

As things happen, I was informed that there is a combined rate filing, and that the engagement or the formal engagement is to start this year.  In fact, I think it is nearly underway, if it's not already

So as to avoid over-sampling the customers on this issue, I just put a pause on that ongoing survey in recognition of the fact that over the next two years, we're going to be talking to customers about their needs and preferences for the purposes of the rate filing, et cetera.

MS. GRICE:  Okay, great.  Thank you.  I just have one last question, as I believe I have gone over my time and I apologize.

This is not my compendium.  It is section -- it is the TSP 1.3, so it is the actual customer engagement document, page 47 -- sorry, it's the part of the survey where you show the illustrative scenarios and how many landed on scenario C versus B.  I thought it was page 47.

MR. GILL:  It's page 47 of 144 of the Exhibit B1-1 section 1.3, attachment 1.

MS. GRICE:  Attachment 1.  Sorry about that.

MR. GILL:  It is the page above, yes.

MS. GRICE:  Okay.  So just looking at the end-user, I just want to understand this.

So with respect to scenario C and the 25 there that are under scenario C, eleven end-users landed on scenario C, correct?

MR. GILL:  Yes.

MS. GRICE:  And then am I correct in reading this?  If I look at all of the numbers to the left of scenario C -- so if I add those up, that is 14, subject to check -- can I draw the conclusion that there were 14, though, that preferred an investment scenario less than scenario C?

MR. GILL:  Well, I mean, the results are -- they're before you.  Any conclusion that you would draw from that, this is what they chose.

So I am -- the intent was when we created this particular approach, it was based on feedback through the stakeholdering session that happened in March of 2017, the Board Staff report.

So there was criticism at the time of the previous rate filing, in terms of directing customers to a particular scenario.

So what we decided here was we're going to present, as Mr. Lyle described earlier, a bunch of needs and preferences to create a stack of investments.  Here it was wide open.  So regardless of what you selected earlier on in the survey, now was your chance to ultimately have your say on what level of investment was desired.

So the results are what they are, and they're before you.

MS. GRICE:  Okay.  So then more end-users did select an investment level less than C, based on these results?

MR. LYLE:  No.  If you do the math, there's six that said higher than C, and eleven that said C.

So 17 said C or higher, 14 said less than C.  Just so we have the math straight.

MS. GRICE:  Okay, thank you.  Those are my questions.

DR. ELSAYED:  Thank you.  We will take our lunch break now and be back at 1:45.
--- Luncheon recess taken at 12:47 p.m.
--- On resuming at 1:50 p.m.

DR. ELSAYED:  Please be seated.  Okay.  Mr. Brett, I think you are next.
Cross-Examination by Mr. Brett:

MR. BRETT:  Thank you, Mr. Chairman.  Panel.

Panel, could you turn up page 47 of the engagement, the Innovative report, please, 47 of 144.  That was a table that people began to look at this morning.  Do you have that there?

I just wanted to make sure I understood this.  You really need to look at this 47, and I guess we can't have them on the screen at the same time, but maybe you should have in front of you page 46 as well.  But keep 47 on the screen, please.  Now -- that's it.

And the question here was:

"Thinking of all the considerations outlined, please choose a point along the line below that you believe strikes the right balance between rates and outcomes."

And so I take it that the first -- the bar chart represents the number of 101 surveyees that put -- selected each point along the range, from 1 to 17.  Is that right?

MR. LYLE:  We asked all respondents, but seven said "don't know" and seven didn't reply -- didn't provide a response --


MR. BRETT:  Apart from that.  Okay, so the remainder.

MR. LYLE:  89, I think.

MR. BRETT:  Yes, okay.  And I think you had mentioned earlier this morning I believe the average finding was something like nine and a half?

MR. LYLE:  9.98.

MR. BRETT:  Okay.  And so if I were -- and people could either -- they could place their vote with one of the scenarios or they could place their -- they could make their choice in one of the intervening numbers, right?

MR. LYLE:  Correct.

MR. BRETT:  And so what this shows is that 25 of them selected scenario C, and then other lesser amounts, lesser numbers, selected various other positions on the scale.

Now, just to make sure I understand, if I were a customer and I wanted to select, I thought that the solution should be a -- the balance point should be midway between, let's say scenario B and scenario C, I could pick number 9?

MR. LYLE:  Right.  As 11 did.

MR. BRETT:  Yes.  Now, these scenarios themselves, as I understand it, were provided to -- the four scenarios were provided to Innovative by Hydro; is that right?

MR. GILL:  Yes, that's correct.

MR. BRETT:  And just as an aside, where does scenario B come from?  Do you know?  Is that -- is that -- there must be a document, and I may have read it, that sort of explains which each of the four scenarios -- well, I guess it is over at page 50, at page 46, so I just -- I don't need an answer there.

I think I see -- these were chosen by Hydro to illustrate four possibilities, right?

I see why, in C, you have explained a number of times -- and we had a significant discussion about C, its strengths and weaknesses, on the first day.

But where would be -- when you say B, decrease current level in investment, you got it at 4-3 billion -- 4.3, which is 2 billion -- 2.3 billion less.  Where does -- how was that chosen?  Can you shed any light on that?

MR. GILL:  So I would direct you to page 114 of 144 of the same piece of evidence --


MR. BRETT:  All right.  Maybe we could turn that up, if you don't mind.  Okay.  I guess we have it.

MR. GILL:  So this came up earlier today, in terms of the, call it the reference point.

MR. BRETT:  Right.

MR. GILL:  And so you can see here it is described in scenario B on that page.

MR. BRETT:  Yes.

MR. GILL:  That everything is compared to what was filed with the OEB in May of 2016.

MR. BRETT:  Yes.

MR. GILL:  And if you like, I can read through the text here, but essentially this is the information that was provided to customers.

MR. BRETT:  Okay.

MR. GILL:  If they wanted to know more about --


MR. BRETT:  That's fine.  I didn't -- I didn't see that -- I forgot that.  I should have noted that.  Okay.

So I am going to pick and choose a bit on these questions, because other questioners have covered a fair amount of space.

If you turn over to page 50 of the -- yes, page 50 of the -- page 49 and page 50.  Let's start with page 50.  These are comments.

And as I understand this, you have at the top of the page point 9, "preferred by those who are looking for a balance between improving reliability and the cost of doing so", and -- now, then you have a number of points underneath.  These are your summary, I take it, of the gist of what the people that opted for number 9 on the scale?

MR. LYLE:  No.  It is what they actually wrote.

MR. BRETT:  So these are verbatim?

MR. LYLE:  Correct.

MR. BRETT:  But you have seven.  Is seven the number of people that opted for number 9?  I thought --


MR. LYLE:  No.  If you -- actually, for number 9, let's just take a look back.  So for number 9 we had 11.

MR. BRETT:  Yes.

MR. LYLE:  And all of the verbatims are attached in an appendix.

MR. BRETT:  Sorry, in the appendix?

MR. LYLE:  Yes.  So you could see -- so for the body of the report, we --


MR. BRETT:  Where would I find that in the appendix?  That is your Appendix 1.3?  Or 1.2 or 1.1?

MR. LYLE:  It would be -- 1.1 has all of the verbatims.

MR. BRETT:  Okay.  So can we just look that up for a moment?  Can you show me where the extra verbatims are for the number 9?

MR. LYLE:  Yes.  If we take a look at page 84.

MR. BRETT:  Okay.

MR. LYLE:  84 of 144.

MR. BRETT:  Okay.

MR. LYLE:  Or, sorry.  I am one too soon.

MR. BRETT:  85?

MR. LYLE:  Yes.  So it starts on page 85 and goes to 86 and 87.  So --


MR. BRETT:  Now, are these -- sorry, just so I understand here.  I appreciate the reference, but these comments don't identify -- these are three pages of comments on the investment scenarios.

They don't identify -- the verbatims are not associated with particular positions on the line, though.

MR. LYLE:  In this one, though.  So -- and one thing I should check myself, and I will undertake to do that, is just in terms of where we show them by points.  So we show them by points in the body of the report, we show them by what type of customer they are in the verbatims.

It may well be that only seven of the 11 people that picked that point actually offered a verbatim.

MR. BRETT:  Okay.

MR. LYLE:  And I will check to --


MR. BRETT:  That would be helpful.  You know, if they were -- if you were going to do that, it might also be helpful if you could just add to your -- agree to add to your appendix data the -- just identifying which position those verbatims are associated with.  Because there might have been -- it looks to me that there might have been a summarization going on here between the appendix and the report itself.

Would that be possible?

MR. LYLE:  Yes.

MR. BRETT:  Okay.

MS. DJURDJEVIC:  That will be Undertaking J7.5.
UNDERTAKING NO. J7.5:  TO ADD TO THE APPENDIX DATA THE WHICH POSITION THE VERBATIMS ARE ASSOCIATED WITH.

MR. BRETT:  Thank you.  Now, on that page, going back to page 50 for a moment, there is a paragraph here that -- I'm sorry.  I am going to move over to page 51.

On page 51, these are individuals that identified as seven as being, I guess, .7 is scenario B.  And so there were comments from some of them and they're reproduced verbatim on page 51, right?

MR. LYLE:  For .7?

MR. BRETT:  Yes, .7.

MR. LYLE:  .7 is on page 49.

MR. BRETT:  Well, I have page 49 here.  So .7 is page 49.

MR. LYLE:  Yes, page 49.

MR. BRETT:  Okay.  So they state their concerns. And then .8, which is again between the two scenarios of scenario C which was -- which in your terms was put to the Board in the 0160-case, and scenario B, .8 says:
"Transmission costs are already too high.  More needs to be done to ensure the investment dollars are being spent wisely."

Do you see that?

MR. LYLE:  Yes.

MR. BRETT:  Now I want to move to page 51.  I want to look at number 10, .10 on the scale.  That is just below -- that is in between the two scenarios of 4.3 and 6.6, I believe.

I might add -- well, let me finish this question first.  These folks say in the second paragraph:
"Internal savings and efficiencies must be considered (salaries) to minimize rate increases.  Increases in the 2 to 3 percent range combined with initial savings should net to scenario C.  This should be the goal."

Now, in this case, scenario C is -- has rate increases that average something like 5.8 percent, and I guess 8-- if memory serves, a little over 8 percent in the first year.

So they would be well in excess of what this particular respondent felt was reasonable, right?  I am just looking at the specific quote.

MR. GILL:  So your reference just now to 8 percent?  I am not sure -- I am not following.

MR. BRETT:  The reference to 8 percent actually comes from your presentation day document.  It comes from -- I don't know whether this has a reference to it, but it was your presentation at the beginning of the hearing, and it was page 7.

And if we look at page 7, 2020, this is the cost of service year we're talking about, the first year done on a cost of service basis.  And it says here "required rate increase", and you look down to the middle "which combines for an average transmission rate increase of 8.7 percent."

8.7 percent in 2020, right?  That's where that comes from.

MR. GILL:  Okay, thank you.

MR. BRETT:  Anyway, I just wanted you to recognize that the rate, predicted rate for 2020 and the following two years are higher than the 2 to 3 percent range.  Right?

MR. GILL:  Yes.  And I believe we covered that yesterday, in terms of the load forecast adjustment was not included in the table for the illustrative scenarios.

MR. BRETT:  We will have a chance to talk to the next panel about load factor -- load adjustments and, I guess, the propriety of adjusting inflation rate for a load adjustment.

But I want to go to page 51 now.  We will pass from page 51.  I want to go to page 55, if you would.  These questions will all on this document.

Now, on page 55, I just want to get the context for this.  This is questions for LDCs, and your question was: "Is there anything in particular you feel Hydro One can do better?"


And I take it your title there is "Reduced costs and local support are where LDCs would like improvement."


So that is your title for this subject.  What I want to flag is the first issue, because there, the first paragraph, there the LDC -- I take it these are verbatims as well?

MR. LYLE:  Yes.

MR. BRETT:  One of them says:  "It would be helpful if Hydro One were able to provide more reasonable cost estimates for their work.  In past years" -- I quote this because it surprised me.

"In past years, Hydro One was known for high costs of work and had an active program to reduce their costs of doing business.  That effort seems to have waned now, and costs have gone back to levels that many customers feel are too high."

There has been a good deal of talk about cost and price in this hearing.  When I say "price", I really mean rates.  And by costs, I mean the costs of doing work, individual pieces of work.

And what this item is talking about is costs.  Do you have any comment on this?

MR. GILL:  Sure, I can say that again these are questions that were for local distribution companies.

In terms of costs or costs of doing work, these conversations and these engagements go beyond this survey.  They happen on an individual basis with local distribution companies through their key account manager.

So again on a project-specific basis, we have talks and negotiations with respect to individual project costs.

MR. BRETT:  So you are aware of these kinds of -- you get these kinds of statements from people and your...

MR. GILL:  I would say what we get are healthy discussions on the cost of a project, not unlike any other commercial-type negotiation.

MR. BRETT:  Okay.  And then on the -- at page 74, this is the same section of the report and it is again comments, in this case from end-users.  So these are:  "Do you have any specific comments or suggestions regarding any of the seven outcomes that you just rated?"  And I just want to flag a couple of these for you.

The second bullet:
"The main outcome should be to provide reliable power at the best possible cost, which should be benchmarked to a world-standard to remain competitive and to make it so people don't have to choose between eating and having access to power."

And then the 6th bullet down:
"Productivity should be a key focus of Hydro One.  There is little evidence that this is a consideration at any level in the organization."

And then the next level, the second-next bullet:  
"Some of these questions miss the mark."

Now, this man doesn't -- or woman doesn't care about productivity.  They say:  "I don't care about productivity.  I care about costs going down.  If power..."

All right.  Then he goes on to talk about reliability.

And then finally, the next bullet:

"Customer service should be accomplished through culture, not cost -- and not cost the ratepayer anything."

So there's a number of comments -- there are others, of course, but there's a number of comments that go directly to the price of electricity that these people are paying.

So will you agree with me that -- this is one example of it, there are others, but would you agree with me that in the course of this study, notwithstanding the fact that your original direction, you, Hydro's original direction to Innovative was not to include costs -- and I would say parenthetically or prices in the survey -- it is clear that price of energy, price of transmission service, part of which is driven by costs of the assets, is a concern, is a top-of-mind concern with customers.

MR. GILL:  So just to clarify one point.  No direction was given to Innovative not to include cost or not to include price.

We decided together, in terms of the approach at which we would obtain customers' opinions on cost and price in the design of the survey.

MR. BRETT:  It was a joint decision, essentially.

MR. GILL:  Well, it is the approach that Mr. Lyle described earlier in the hearing.

MR. BRETT:  All right.

MR. GILL:  When it comes down to your last question, we're well aware that cost is an issue.  Our position has and will continue to be that we are very concerned about the cost of all ratepayers in the province.

What we see here are expressed concerns of individuals who filled out the survey, highlighting what we already know to be true, which is we need to keep costs in mind, as it relates to how we deliver -- how we deliver power in the province.

MR. BRETT:  And you would agree that part of that is that you need to keep prices in mind; in other words, rates.

MR. GILL:  I would say our costs are top of mind, as they directly impact our customers, those who we're trying to serve.

MR. BRETT:  And your costs affect your rates, drive your rates, of course, right?

MR. GILL:  Yes.

MR. BRETT:  I would like you to turn to page 77.  And...  I think that's been covered.  If I could go over to 79.  And I am not -- in the interests of efficiency and time, 79 is another one of your questions asking whether you -- well, it is asking why you prefer one scenario over the other two scenarios.  And again, you have a list -- you break it into end-users and LDCs, I believe, and generators.  And it's on the pace of investment.  The overall subject is the pace of investment.

And if I look at this table of bullets, I am not going to read them, because there is quite a few of them, but I would suggest to you that a large number of them, the majority of them -- we haven't -- and these bullets aren't matched to where people ended up on the 1 to 17 line -- but in any event, there is a large number of them, I count nine or ten, that really have to do with rates.  In other words, why do you prefer the scenario you choose over the other two scenarios?

Much of this -- much of these -- a number of these questions talk about rates.  Do you agree with that?

MR. LYLE:  It's an open-ended question to ask people to explain the answer to the question, bearing in mind the trade-off between immediate rate impact, long-term rate impacts, and system benefits, which best -- which approach best reflects how you feel Hydro One should pace its work.

MR. BRETT:  Right.

MR. LYLE:  So it is explicitly about rates.  And so we wouldn't actually expect people to refer to rates when they're talking about rates.

MR. BRETT:  All right.

MR. LYLE:  And just in case you missed it -- you may not have, but page 34, 35, 36, and 37 have the verbatims sorted by what their responses were.

MR. BRETT:  Which verbatims?  These particular ones?

MR. LYLE:  The ones that you're referring to, they appear earlier as well on pages 34 through 37.

MR. BRETT:  Yes.  Just while we're going back on
the -- for a moment, if I could just go back to page 31.  And -- now that you kind of get me back into the 30s.  This is a summary part of your report, and it is labelled "pace of investment summary", and then your first sentence you say:

"Customers indicate a strong preference for stable rate increases and investments spread out over time, with 74 out of 103 choosing this option over investing now (with higher rates in the short-term and lower future increases) or delaying investments with lower rates in the short-term and higher future increases)."

I just wanted to ask you, where does the 74 come from?

MR. LYLE:  Right.  So we --


MR. BRETT:  Does that come from the table?  Sorry --


MR. LYLE:  Yes, it comes from the table.  And we have a --


MR. BRETT:  Can you tell me how that is arrived at, please?

MR. LYLE:  Yes.  So it comes from the table, and we're missing a number in that line.  So the 74 out of 103 who choose this option -- which is stable rate increase and investments -- is the same 74 that you see on page 33.

MR. BRETT:  Let's turn to -- sorry.  Page 33?  Is that here?

MR. LYLE:  It is two pages later.  Yes, that is the page.

MR. BRETT:  Now --


MR. LYLE:  So that 74 is the 74 referred to in the text.  But what we should have done is, we should have said five in front of delaying investments.

MR. BRETT:  Well, now the question I have is, if you look at the table, back to page 47, what you see there on the table is -- are you -- let me ask the question this way.

Are you -- let me just do some arithmetic.  Are you taking the -- looking at the table on the screen, are you taking those folks that said they want number 11 on the matrix or on the list of possibilities or more?  Because that doesn't add up to 74.

MR. LYLE:  No.  The --


MR. BRETT:  That adds up to 41.

MR. LYLE:  You're correct.  The summary that addresses page 47 is actually on page 45.  The summary on 31 refers to the pages prior to page 45.

MR. BRETT:  So 45, yes, I see that summary there.

MR. LYLE:  Right.

MR. BRETT:  But the summary on page -- can we go back to page -- is it 31?  33?

MR. LYLE:  31 was correct.  And 31 is summarizing among other things the table on 33.

MR. BRETT:  But why is there -- well, let's go back to 33 if we could, please.

MR. LYLE:  Yes.

MR. BRETT:  Okay.  So let me just have a quick look at this.  I see.  So in this case, you are asking the question:

"Which approach best reflects how you feel Hydro One should pace the work required to review -- renew the system over the next 15 to 20 years?"

So it's focusing on renewal.  And it is sort of the rate, it is the stable rate, no serious ups and downs option that -- but that is a different question, right?

MR. LYLE:  Yes.

MR. BRETT:  That's a long term question, so it gives you different -- it's not the same question as you deal with on page 47 --


MR. LYLE:  Exactly.

MR. BRETT:  -- which are the immediate scenarios for this -- the options for this case.

MR. LYLE:  Right.  So for instance, I might in general like the idea of spreading them out.  But when I see how much it costs me, I might be more or less supportive.

MR. BRETT:  Yes, all right.  So we're really looking
-- in this case, the long term question is -- all right.  But in terms of what their preferences are for this three-year plan, it is page 47 that drives the answers, correct?

MR. LYLE:  Correct.

MR. BRETT:  And in general, I think what -- maybe just to -- I don't want to run over time here, particularly.  If I can turn you to B-1-1, TSP section 1.3, page 7 of 33, we may have talked about this a little bit before.  I just want to read one -- no, sorry.  That's not where I want.

It is Exhibit B-1-1, the TSP, sorry.  Exhibit B-1-1, TSP section 1.3, page 7 of 33.  That is your evidence, your pre-filed evidence.  Yes, that's it.

The second bullet, and this is Hydro One's evidence.

"The key messages and results received by Hydro One from the 2017 Transmission Customer Engagement Survey," and that is this one, second bullet:
"All customer segments prefer to see investments spread out over time versus investing now with higher rates in the short term and lower increases later."


In other words, is it fair to say what customers are saying here is that they don't want volatility.  They'd like to avoid volatility in rates would be a way to put this?

MR. GILL:  This certainly says they would like to avoid volatility.  But what they're actually saying most clearly is that they prefer stability.

MR. BRETT:  Rate stability?

MR. GILL:  Yes.

MR. BRETT:  Okay.  But I would note in passing that the -- I don't have a record right in front of me of your 2019 increase over 2018, but your 2020 increase over 2019 is 8.2 percent.  And then in 2021, it drops back to 5.8 percent.  That's the increase over 2020.

So I don't see stability there.  Do you?

MR. GILL:  So I am going to just look at that slide again.  If you look at where the volatility is coming from, I suspect there's a lot of volatility coming from the load adjustment factors.  So these are factors that are frankly beyond the control of the company directly, in terms of our investment and what we do control, and the pace at which our planning of investments occur is something that we can control and in a stable way, is kind of what our customers are saying.

MR. STERNBERG:  I would also note for the record, I know it was the premise, the preamble to the question.  But I think the specific figures, Mr. Brett, referred to were from the original application, not the revised figures that are in evidence, which I think are reflected on the slide.

MR. BRETT:  The revised figures -- I assume your revised figures are what you gave the Board on the first day of this hearing.  If you have further revisions to those, I haven't seen them.

The figure you gave to the Board on the first day of this hearing is on this slide, and it is 8.7 percent, without looking at demand reduction.  And it's 6.6 percent with demand reduction.

Now, those are, as I understand it, the current numbers, are they not?

MR. STERNBERG:  Sorry.  What I was just indicating is it is the green numbers that were revised.  I don't want to debate what the slide says; it says what it says.

But what I was referring to is the 6.6 figure is the revised figure compared to the 8.7 and the other revised figures are on green on the slide.  That is what I was trying to point out so that the record is clear on that point.

DR. ELSAYED:  I think that is what Mr. Brett was just saying.  Is that correct?

MR. BRETT:  Yes, okay.  I think that's -- I think you've got a three-year average there, yes.  Yes, I understand.  I understand.  I see the 6.9 going down to 6.2.

So if you incorporated the demand reduction, if I am reading this properly, 6.9 would become 6.2.

But that's still a very -- that's still a rate increase, as Mr. Rubenstein and others have observed, two to three times the level of inflation.  And I am not going to -- I have a question for you based on page 116 of the document.  I am getting close to the end here.

In 116, I guess this is maybe -- well, let me just give you the question.  I think if we look at this -- this question sort of ties in to the table we were looking at previously on page 48, which were the illustrative scenarios that you put.

I guess these are -- oh, I see.  It refers to the chart.  It also refers to a similar chart, but somewhat elaborated.  Well, actually, no, a very similar chart on page 117.

Anyway, so 16 and 17 go together.  116 and 117 go together.  So if I go back -- I think you should leave this on and I will just read briefly from page 116.

Below is a chart and these are, as I understand this, this is sort of in the way of an instruction to people in the survey indicating how they might fill out the slider and also refer them to what you call the slider, which is the 1 to 17 range, and also refer them to some additional information.

It says here in the second paragraph of page 116:
"You will note that the two middle scenarios B and C offer a relatively small change in reliability risk, but moving from B to C offers significant improvements in long-term reliability."

Now, if we look at that for a moment, you are pointing this out to the customers to assist them presumably in filling out their preferences.

When you say a small change in reliability risk, I guess you are referring -- well, you are referring to the change from minus ten -- sorry, from approximately a 10 percent increase to an approximate 10 percent decrease.  That to me does not suggest a modest, relatively small change.

If we look on the other hand at "offers significant improvements of long term reliability", I am not quite sure how you are defining long term reliability.  But I suspect for purposes of this table, you are using the numbers average percentage of key assets beyond expected service life.  Is that right?

MR. GILL:  So in terms of what distinguishes between the down arrow and the up arrow, the long term reliability impact?

MR. BRETT:  No.  I am thinking of the -- no.  actually, I'm sorry.  You have actually corrected me.  But the long-term reliability impact, you have an up arrow and a down arrow.  But you don't have anything quantified there.

MR. GILL:  Correct.

MR. BRETT:  I guess the question I have for you, is that really a fair comment to make?  You're not quantifying -- you're saying a significant increase in -- significant improvement in long-term reliability as against a relatively small change in reliability risk.

So what I am saying to you is, it looks to me like you're tilting this -- you have got your finger on the scale here.

MR. GILL:  Okay.  So again, when we describe how this model is being used or this table in using the reliability risk model in this table, the intent is to seek directionally where would customers like to see the line drawn, in terms of how much should we invest in the system.

I think what we're doing here is, we're just highlighting the difference -- other differences outside of what's been outputted from the reliability risk model.

So the key distinction here is, we would do different types of investments that have a longer-term benefit.  So that may change, and I would -- I mean, we would have to talk to the asset manager as to what types of investments those are, but the intent is should we make more investments that are geared towards a longer-term benefit that you may not see right away.

MR. BRETT:  Okay.  Those are my questions.  Thank you very much.

DR. ELSAYED:  Thank you.  So I think the Panel has some questions now for -- our Panel for you, panel.  We will start with Ms. Anderson.
Questions by the Board:


MS. ANDERSON:  Thanks.  It is actually helpful that this particular chart is up on the screen right now.

I am reflecting back -- sorry?  I think it's on.

DR. ELSAYED:  It's on.

MS. ANDERSON:  Everyone can hear me?

I am reflecting back to an interrogatory response, and Mr. Sternberg, it is mapped to panel 1.  I acknowledge that.  And it was Staff I-01-Staff 19B.  And it particularly says the overall investment envelope and year-over-year pacing of investments is also informed by the feedback received through the customer engagement process.

So I am trying to reflect on what I heard this morning, and we heard about the ranking of outcomes and priorities, and I think what I heard was that was used to prioritize the investments within an envelope to know how to do that, and then Mr. Brett did take us to questions about pacing.

So I guess my question specifically, what aspect of the customer engagement process informed the overall investment envelope?  Was it these scenarios?  Or was it more than that?

MR. GILL:  So this is in terms of the overall envelope.

MS. ANDERSON:  The overall envelope, yes.

MR. GILL:  So the overall envelope is ultimately determined and approved for -- of by Hydro One's board of directors.  Our asset managers do take into consideration the information that was obtained not only through this particular engagement survey, where we directly and specifically ask, you know, an envelope-type question.  You can see what the results are there.

We also must take into consideration other things, like needs of the assets, other prevailing rate considerations in the province.  So it is ultimately used to inform the overall envelope.  I would say this was a key component of that.

MS. ANDERSON:  Okay, thank you.  It was specifically how the customer engagement process informed that envelope.  And of all the questions in that survey or your engagement, is this the one that I should particularly look to, as far as that --


MR. GILL:  I would say this is a key consideration in terms of representing this customer segment's weighting in terms of the overall envelope.  Like, this is the direct question that we're essentially asking them.  So it would be weighted accordingly.

MS. ANDERSON:  Okay, thank you.  And this question may have been asked by someone earlier, but I will ask it because I couldn't find the answer.

When you did the survey and you surveyed all LDCs, was Hydro One DX one of those LDCs?

MR. GILL:  They were offered the survey.  And I don't know who responded to the survey.  Only Mr. Lyle knows that, because it was an anonymous survey, but certainly we gave them the survey to complete.

MS. ANDERSON:  Okay.  It is an interesting question then whether or not it needs to be anonymous if it is the same company that responded to it.  And I guess would Mr. Lyle even know?  I think you typically say you don't know who responds, but the company --


MR. LYLE:  Well, the issues that -- we manage the invitations to be able to go after the people that haven't responded.

But once we put that into a database, then we anomyze (sic) it.  So we knew until we closed the survey who had answered and who didn't, but we didn't know who said what.

MS. ANDERSON:  Right.  So can the company share on whether or not Hydro One DX responded to the survey?  Given it is the same company?

MR. GILL:  Yes.  They did.

MS. ANDERSON:  They did.  And why it particularly came to mind was, as Ms. DeMarco's questions certainly were, two LDCs responded that they have First Nations in their service area.  One would presume that one of those was Hydro One DX, and one would presume that is the majority of the First Nations in the province.  Would that be a correct assumption?

MR. GILL:  That's been my presumption.

MS. ANDERSON:  Okay.  That was my question, thank you.

MR. GILL:  Yes.

DR. ELSAYED:  Thank you.  Dr. Dodds.

DR. DODDS:  Sorry, Mr. Lyle, in your customer outcomes report you presented seven criteria to the customers to be ranked, and they were ranked in descending order as safety, reliability, outage, restoration, power quality, customer service, productivity, and environmental stewardship.

Panel 1 confirmed that when Hydro One constructs any projects, they follow the same process, whether it is in-house or whether it is third party.  And engineering design is carried out.  Construction drawings and specifications are produced.  The work is carried out.  Or bid prices or estimates are received.  And the work is carried out, and it is certified as being complete and as-built drawings are filed, and in every step of the way on those construction drawings they're stamped by a professional engineer.  The certification of construction being complete in accordance with specifications is certified by an engineer, and the as-built drawings are certified by an engineer.

And so that, of course, infers that they're all built according to the proposed and standards that are safe.

And, now, when you submitted your criterion of safety, did you give them some options as ultra-safety or super-safety options?  Or whether the price context?  Or was it just "safety"?

MR. LYLE:  It was just safety, although in other circumstances where we've done an engagement where we've looked at specific projects, we have on occasion had projects which are looking across the developed world at the standards for safety and identifying:  Here's something we could do on safety that isn't currently required in Canada or in Ontario.  But it is being done in other places.

We could do that.  Are you willing to pay more to do that --


DR. DODDS:  Yeah, that's --  See, I would submit the same argument with environmental stewardship.

MR. LYLE:  Right.

DR. DODDS:  Like, for instance, they wouldn't get the permit to construct if they didn't identify the environmental impacts and the mitigation procedures.  So I would submit that both of those criteria are specious.

Now, if they had been omitted from your report, would they have altered the outcomes in any way?

MR. LYLE:  Well, the process that Hydro One goes through is that they develop a business case for all of their investments, and in those business cases, as I understand it, they include a discussion where it is relevant of safety and environmental impacts.

And that's part of the process by which they assess all of their projects.

I don't know for sure in this particular set of projects, but I know that in other projects that I am more familiar with, because in this engagement we didn't get to projects per se, that there are projects that can be built to the standard beyond the current minimum environmental standard, and sometimes those questions come to consumers.

So from the perspective of again not knowing exactly what projects Hydro One was considering, but being aware that other utilities in Ontario have considered, there have been times where a utility could make a choice to build at a standard higher than that required by the Ministry of Environment, if that was what customers wanted.

DR. DODDS:  But that was not identified in your studies.  Or when you submitted your criteria to the consumers, you didn't identify that.  And I agree that Hydro One will, in its own design, or at least finding out which projects they want to proceed with, they will decide which standard they want to take it to, if it is above a normal standard.  But the customers don't know that.  So when you...

MR. LYLE:  Well, these customers...

DR. DODDS:  They're just going to assume.  You already said earlier they assume as a given that safety is going to be safety.  So why put them in this study?  Why put them there, because they're a given?

MR. LYLE:  Except for the fact that -- so one of the things that helped me in understanding this is the nature of the audience that we were talking to.

So LDCs and generators are both involved in making capital decisions about building electricity infrastructure in Ontario.

If you are building generation in Ontario, there is what you must do for the environment, but then there are things that potentially you can do beyond that, and they go through that process in their own decision-making process.

So even though these are at some level table stakes on many items, they're not necessarily table stakes on every item.  And the particular people that were engaged in this, many of them are people that plan parts of the grid themselves.

And so for them, I think these criteria are pretty relevant.

You will note in some of the things we do with the general public, that something for instance like safety won't end up showing up.

In many cases, that's because there are no incremental projects.  There are no projects on the edge to add an incremental safety benefit because, as you say, and I mentioned earlier for many wires companies, most of the safety is dealt with as a compliance issue and there often are not a lot of incremental projects that contribute to safety.

DR. DODDS:  I do understand that.  I am just questioning again what is the relevance of having those criteria in your studies, because you went to LDCs and I just cannot see them doing anything other than saying yes, it's going to be safe.  It's a given.  It will be environmentally compliant; that's a given.

The other things that aren't a given are reliability, because there is redundancy.  There's all kinds of things that you can build into the system at a cost.

But they're givens, so why include them.  That is to you to, Mr. Gill.

MR. GILL:  So I would answer that in terms of a planning criteria and assessing an investment, safety remains a criteria.  So you may make an investment or produce a candidate investment because it mitigates a certain safety condition that may be out there.

And that could be replacing a piece of equipment that already exists and perhaps it is deteriorated, and now is in an unsafe condition.  So your primary driver for replacing it is to avoid a safety issue.

DR. DODDS:  I understand that.  But that's the decisions you make at your discrete level.  But why are you putting it out to your customers?  They're looking at an envelope, they're looking -- they're going to assume it is safe.  They're going to assume it is environmentally compliant.

It is a meaningless criterion for them to be ranking.

MR. GILL:  Yet they ranked it, right?

MR. LYLE:  And if I can just add.  I mean, agreed that having a minimum standard is required.  But there are times where people, customers, are interested in seeing a utility exceed those standards when they perceive risk different than the regulators do.

Bearing in mind that it is, you know, depending what you are talking about.  It might be the ESA, it might be other regulators that are dealing with the safety and environmental standards.

But from the point of view, essentially what we're doing is we're saying what is the checklist we should use to assess projects generally.  That's what we were testing here.

And if it turns out there are not a lot of incremental projects, then that's not going to be a focal point of the key decisions.

DR. DODDS:  I understand that, but I just can't see the relevance of asking the customers, because they're not looking at that level.  Your decisions are based on safety and environmental.  That's how you price them and how you design them.

But when you go to the customers and ask for a ranking, they're going to assume it is safe, they're going to assume environmental stewardship is what it is supposed to be.

In any of your comments that you got back, did you get any comments back saying that we'd would like to see more safety, or like to see more environmental concerns?

I somewhat doubt that, but I am asking you.

MR. GILL:  Yes.  I think the point that you are making -- and I agree with you, in terms of some of the questions, like we are asking our end-use customers and our LDCs to effectively make planning decisions on the system, and it goes beyond safety and it goes beyond environment.  We're asking them about reliability, and they're not necessarily asset managers either.

So it is a -- it is an interesting position to put the customer in.  But these are how we plan the system and if the intent is to seek their input into how we plan the system, we must ask them things that are important to them, in terms of system planning.

And so, yes, we created a list and put a list to customers of things that are known to influence a candidate investment, or create a candidate investment.  But we also had the list open for them to come forward with other ideas as well.

I mean, I agree with you in many ways.  Like their input on safety may be -- I don't know, I am not sure how to characterize it.

DR. DODDS:  That was my question.  Did it characterize anything in your study, in your conclusions, that yes, they ranked safety as number one.  I would question that, but they did it.

MR. GILL:  They're aligned with us on that.  So as our planners come up with candidate investments, safety is at the top of them.  And the intent for replacing an asset would be safety to the public, safety to our workers, and I think they're just confirming the way that we do planning, yes.

MR. STERNBERG:  Also, Dr. Dodds, we're happy, if it is useful, if it is of assistance to go back to panel 1 and ask them from their perspective what they're referring to with respect to safety here, and from their perspective why that is included.  So we are happy to undertake to ask them that, if that is of use.

DR. DODDS:  That's fine, you can undertake.  But actually, you don't need to put it in an undertaking.  I know what the answer will be; on a finite level, yes, it is very important.

But on a customer survey, in my opinion, I don't think it is.

MR. STERNBERG:  And I hear your comment.  We will ask them if they have something to add beyond that, then we will certainly advise by way of undertaking response.

DR. DODDS:  Yes, thank you.

DR. ELSAYED:  Any other questions?  Okay.  I just have a couple of questions.

I know there has been a lot of discussion today about what we mean by price or rates.  But let me just ask the question a bit differently.

If I understand it correctly, the focus of the survey was to inform the investment plan.  Is that correct?

MR. GILL:  So the purpose of this survey was to, A, comply with the filing requirements, and seek customers input in terms of what will end up in the investment plan.

DR. ELSAYED:  In the investment plan.  But that is where my question is.  Let's just give you a hypothetical scenario.

Let's leave the investment plan aside for now, and let's say you go to the customers and say, Hydro One is applying to the OEB to increase your rates and would like your input as to how you prioritize the following items:  rates, reliability, customer service, productivity, and environmental stewardship.

What would you think their top priority would be?

MR. GILL:  So I have had conversations like that with customers.  So in the hypothetical but real situation, the way the conversations go is they think I am talking about their assets.  They think I am talking about the line that feeds them.

But really, through this survey and through this investment plan, I am not necessarily talking about the assets that serve them.

So it becomes a little more challenging to get the customers in a position where I am asking them investment questions about investments that may not affect them in the end.  We may be investing in this part of the province, not where they are.  So we're trying to get, in general terms, what are the key investment drivers.

So again, when you are in front of customers, they're concerned about reliability, especially this segment for their own end-use customers or reliability for their manufacturing facility, because downtime is worth more than frankly the rates that they pay.  There is a number of customers out there if you take them down, they lose a lot of money very, very quickly.

And then there's a number of generators in the province who are very concerned about reliability, as people in the province should be.  That's where our supply is coming from.

So generally speaking, customers want to talk to you about assets that impact their business.

DR. ELSAYED:  No.  But that's the focus of my question, is that if you are asking your customers in a sense like that this application will impact them directly --


MR. GILL:  Yes.

DR. ELSAYED:  -- and impact them in the following ways, and you are asking them in that sense what should you place as your top priority in your application, now you are still preparing your application.  So you are seeking customer input so that they can put priority on what your customers say are their top priorities.

What do you think they will tell you that your application to the OEB should focus on as far as the direct impact on them?

MR. GILL:  So I would say that they would most certainly tell us to focus on reliability, and reliability to a customer is power quality, you know, we know this to be -- like a momentary is, if it takes their plant down, that is real reliability to them.  So what we may count to be a small outage, like, they care about us taking their plant down.  So reliability is definitely top of mind.

When we did the large customer conference this year and we presented the engagement material that you see here and advised everyone that we had in fact days earlier made the application that's before you, we also offered through that meeting an opportunity for customers to see how this plan would affect them and how -- and their assets specifically.

And some customers took us up on that.  They're interested to know what was brought up earlier, like the future rate impact and whether or not any of the investments in this plan impact their facility.

I will also say our ongoing customer engagement that we do, you know, we're quite transparent, and I attribute this to a lot of the increase in customer satisfaction that we've experienced recently, every year sitting down with the customers to take a look back on operational performance of the circuits that feed them, we give them a picture of the asset demographics that are affecting their facility, we outline investments that are coming down the pipe, we talk about annual maintenance, we talk about planned outages.

And so we provide this information on an annual basis to all of our transmission customers.  So that's why when I say the -- what informs the plan, we're constantly every year seeking real input on investments.

So depending on the type of facility that they're running, you know, they see aging assets and then, you know, they start to get concerned, because reliability to them is not just the lights going out.  It is, if a transformer is down and they know they're only hanging on by one transformer and if that goes their production is down, that is of deep concern to them.  So...

DR. ELSAYED:  Okay.  Just a quick question about direction that the OEB has provided to you in prior applications.  If I recall correctly, they were just talking about two things, primarily.  One is related to -- which was talked about a little bit before -- is LDCs being your primary customers.  How do you get to their customers?

And there was, as was read earlier, I guess, that you need to find a way working with LDCs to get direct input from the customers because they do survey their customers.

MR. GILL:  That's right.

DR. ELSAYED:  How do you factor that into your application?

The other one was the timing issue, which again was an issue in the last application, in the sense that you want to do your customer engagement early enough so that it actually gets meaningfully incorporated in your application.  And I believe in previous applications that was not the case.

So can you tell me a little bit about what you have done or are doing in order to address those directions from the Board?

MR. GILL:  And should I start with the accessing customers?

DR. ELSAYED:  Yes.

MR. GILL:  So again, upon receipt of the Board's direction from that decision, we did engage those local distribution companies, and what's filed here is -- are their insights.

And so that is -- let's keep using the key account management function, which we have described today.  Being amenable to go and visit with their end-use customers, which we do do and we are amenable to doing.  And then the other one that they mentioned was review our customer engagement information that is out there, which makes a lot of sense to me.

Beyond that, as we are planning our next engagement, there is a few things going on that, again, we don't have information -- I don't have a Toronto Hydro customer information such that I could directly do a survey with them, so we are going to do a general population survey that is of end-use residential customers across the province as a means to get a broader sense of what are the needs and preferences of the average Ontarian, if you will, the consumer.

DR. ELSAYED:  Do you have access to surveys done by --


MR. GILL:  Yes.  So we would review those.

DR. ELSAYED:  You have access to their surveys.

MR. GILL:  Yes.

DR. ELSAYED:  And you factor those into your survey?

MR. GILL:  Yes, yes.  So what was available at the time -- again, this was 2017, so our next engagement is going to be informed by every other engagement that has happened going forward, which is why we're now about to undertake a two-year process.  So a two-phased approach, so we will be going back to customers.

I think there is a really good opportunity not only to get the needs and preferences of all of our customers, but then on phase 2 go back to those customers to let them know what the other segment said.

I think there is a lot of -- I think there's a lot more support from residential customers for industry.  I think they recognize the need to have a strong industry in Ontario.

So as part of our phase 2 we want to let residential customers know what's important to industrial customers and vice versa.

So I think through this evolution our next engagement will be, like, will be well-informed and consider, you know, decisions that have happened in the past.

DR. ELSAYED:  Okay, thank you.

Mr. Sternberg, do you have any redirect?

MR. STERNBERG:  I don't have redirect.  I just, I know in your last question you had asked for the two parts.  I think the witness addressed one.  Would you like Mr. Gill to address the second, how you responded to the timing direction, or have you got what you want?

DR. ELSAYED:  Unless you want to elaborate on that.  My first one, I guess, was about the timing.

MR. GILL:  Yes.  So, I mean, the reality is we are starting now.  We are in market now.

DR. ELSAYED:  Yes, I think we did this.

MR. GILL:  And that's a couple of years in advance of our next filing.

MR. STERNBERG:  I have no re-examination for this panel, thank you.

DR. ELSAYED:  Okay.  I think it is probably a good idea to have our afternoon break now to allow for our panels to switch.  So I would like to take this opportunity to thank this panel for your help, and so we will take a break until 3:15.

MR. STERNBERG:  Just one housekeeping matter.  If I could ask Board Staff -- I am not sure if we got an undertaking number for the question relating to safety.  In the event panel 1 has something to add, perhaps that should be -- there should be a number assigned to that.

DR. ELSAYED:  Yes.

MR. STERNBERG:  Thank you.

MS. DJURDJEVIC:  J7.6.
UNDERTAKING NO. J7.6:  [RESERVED FOR QUESTION RELATING TO SAFETY, IN THE EVENT PANEL 1 HAS SOMETHING TO ADD]

MR. STERNBERG:  Thank you.

DR. ELSAYED:  Okay, thank you, resume at 3:15.
--- Recess taken at 2:55 p.m.
--- On resuming at 3:17 p.m.

DR. ELSAYED:  Please be seated.  Mr. Sternberg, if you want to introduce your panel, we will have them affirmed first.

MR. STERNBERG:  Yes, thank you.  We have our final panel, panel 4.  Sitting closest to me in the south end of the room, we have Dr. Bijan Alagheband.  Next to him, Henry Andre, and next Clement Li, and beside him Stephen Vetsis and at the end, Steven Fenrick.
HYDRO ONE NETWORKS INC. - PANEL 4

Bijan Alagheband,
Henry Andre,
Steven Fenrick,

Stephen Vetsis,
Mr. Clement Li; Affirmed.

DR. ELSAYED:  Thank you.

MR. STERNBERG:  What I propose to do is do my brief examination-in-chief of the four Hydro One witnesses, because it will be brief and then we have a bit of a longer -- with your permission, we have a longer examination-in-chief for Mr. Fenrick to touch on his qualifications, as well as the highlights of his reports, because we thought that might be of assistance.

But I will start first with the other members of the witness panel.
Examination-in-Chief by Mr. Sternberg:

First, Dr. Alagheband, I understand you are manager of economics and load forecasting as Hydro One.

MR. ALAGHEBAND:  Yes.

MR. STERNBERG:  Please briefly describe for us your area of responsibility in connection with this application.

MR. ALAGHEBAND:  My responsibility was to take care of the preparation of the documentation and look over, you know, its accuracy for this hearing.

MR. STERNBERG:  Next, Mr. Andre, you are director pricing and load forecasting?

MR. ANDRE:  Yes, that's correct.

MR. STERNBERG:  Please tell us what your area of responsibility is in connection with the application.

MR. ANDRE:  So I am the supervisor of the rates and load flowing team at Hydro One, so I had overall accountability for ensuring the quality of the evidence and reviewing that.

MR. STERNBERG:  Mr. Li, you are manager, pricing?

MR. LI:  Yes, that's correct.

MR. STERNBERG:  Please briefly describe your area of responsibility.

MR. LI:  I am responsible for cost allocation and rate design of transmission rates.

MR. STERNBERG:  Next, Mr. Vetsis.  You are senior regulatory advisor?

MR. VETSIS:  That's correct.

MR. STERNBERG:  Please describe for us your area of responsibility.

MR. VETSIS:  I was responsible for putting together the evidence related to the custom IR index for this proceeding.

MR. STERNBERG:  And I have one question that I will pose, and that I will ask each of the four of you to respond to.

The written evidence that pertains to your area of responsibility, do you adopt it as your evidence in this hearing?

MR. ALAGHEBAND:  That's correct.

MR. ANDRE:  I do.

MR. LI:  I do.

MR. VETSIS:  I do.

MR. STERNBERG:  And just before I move to Mr. Fenrick, I have one question that I think was directed to this panel from an earlier one that I will ask.

Dr. Dodds had a question about the load impact on transmission rates.  Mr. Andre, are you able to assist by responding to that question?

MR. ANDRE:  Yes, I would like to respond to that question.

So, Dr. Dodds, I think on the first day of the hearing, you had asked about what was driving the 3.8 percent transmission rate impact due to the load forecast change that we see in the application.

So to answer that question, I would like to turn to Exhibit A-3-1, page 27.  So the key reasons are covered in this exhibit on this page, and you will see in table 6 that the approved Ontario weather normal peak load forecast that is built into the currently-approved transmission rates is 20,378.  Do you see that?

DR. DODDS:  Yes, that's current.

MR. ANDRE:  So this number represents a 2018 load forecast that was prepared at the beginning of 2016, as part of Hydro One's application for 2017 and 2018 rates.

The 2018 forecast remained in place for 19, because in 2019 we filed a mechanistic IRM-type application, which doesn't permit the updating of load forecast. So that load forecast remained in place in 2019.

And so we have a situation where the approved peak load forecast that is currently built into the current transmission rates is based on information that is almost four years old.

So as we explain further on, starting at line 9, the primary reason for the 3.8 percent load forecast impact on rates, when we reset the load forecast in 2020 as part of this application, is that the actual load that we saw in 2018 was 3.5 percent lower than the currently-approved forecast.

And as you may know and we explained in our evidence, the most recent available actual weather normal peak load, that actual forms the basis for developing the forecast going forward.

So now the primary reason, and I think this gets at your question, in terms of why was the actual 2018 weather normal peak load, why had it dropped so significantly.  I think that is what you were asking about.  That is discussed starting at line 15, and carrying over to the next page, that whole paragraph.

What we explained there is that the key driver, Dr. Dodds, of the drop in peak load was changes to the industrial conservation initiative, or ICI program as it is referred to.

So the ICI program was first introduced in 2010 to incent large customers to avoid the time of high system peak.  But then in September 2016, the ICI program was expanded to include customers with more than 1 megawatt of demand.  Previously, the eligibility had been 3 megawatts of demand.

And by that expansion to include customers with more than 1 megawatt of demand, that added about 1,000 new customers who were eligible to participate in the ICI program.

That was in September 2016.  Then in April 2017, the program was further expanded by reducing the eligibility threshold to 0.5 megawatts for customers in certain targeted manufacturing and industrial sectors.

So these significant changes to the ICI program, they weren't known back at the beginning of 2016 when we established the load forecast for 2018.

So this is the primary reason for the 3.8 percent increase, you know, when we go and reset the load now in 2020 to reflect the actual 2018 peak load.

And then once -- you will see in the evidence that once the 2020 forecast has been reset, then you have smaller load forecasts impacts of .6 and .7 in the subsequent years, and that reflects a combination of the economic growth, the small amount of CDM that is still occurring, as well as embedded generation assumptions for those last two years.

But that first year, it is the resetting of the load to reflect actual 2018 load that's been observed to have dropped as a result of the ICI program.

DR. DODDS:  Okay, thank you very much.  But some of the results of ICI would be baked in already, would they not?

MR. ANDRE:  They're baked into the 2018 actual that forms the basis of the going forward forecast. But they wouldn't be baked into the 2018 forecast that is used to underpin rates, because that was prepared at the beginning of 2016, before these changes.

So some of the ICI, like that first 5-megawatt limit for customers, would have been baked into the 2016 number.  But those two changes that I referred to in 2016 and 2017 would not have been baked in, no.

DR. DODDS:  Do you see any drop in industrial load, like just from generally economic reasons, other than the conservation, other than ICI?

MR. ANDRE:  I will let my load forecast manager answer that, other than ICI.

MR. ALAGHEBAND:  So there is restructuring of the economy in general.  So we are observing a move from electric intensity industries to more -- less electricity intensity block, for example from industrial to commercial.

And even within the commercial, there has been more recently more drop in terms of -- for example, we had commercials includes, for example, the stores like, you know, Future Shop, like the eBay and things like that.

But then when the online purchases started, some of these shops actually were closed.  So there is a restructuring going on which reduces the load.

DR. DODDS:  Okay, thank you.

MR. STERNBERG:  I will turn next, if I may, to Mr. Fenrick.  And in terms of the material that hopefully you have close at hand, he has two reports that have been filed as part of the application.  His initial and main report is one that is dated January 24th, 2019, and then a subsequent reply report dated October 15, 2019, and there was also filed separately from the reports -- or not separately, a separate document, a brief four-page curriculum -- summary curriculum vitae.

I don't know if you have those handy.  I have got copies of the CV if that is useful.

DR. ELSAYED:  Yes, that would be helpful.

MR. STERNBERG:  We will...   As those are being handed out, I can also let you know what the proposed expert qualification is for Mr. Fenrick.

And I've had some discussion with Board Staff counsel on this.  We're as between us in agreement.  I have had some discussion with some of the other parties but not all of them, but just to give you a second of background to the proposed qualification.  We went back and looked at the way Mr. Fenrick and Mr. Lowry were each qualified in the Toronto Hydro hearing, and the same exact wording was used for the qualification for both of them so there wouldn't be any debate about any slight wording changes.  And we have had the same discussion in the proposal from us and Board Staff is to do the same thing here.

And the proposed qualification is essentially for both of them, the same as Toronto Hydro, there's a word change because in the Toronto Hydro case they had done reliability benchmarking.  Here they haven't done reliability benchmarking.  They have done productivity analysis in addition to the total cost benchmarking.

So there is a slight wording change to reflect the fact that that's part of the work they've done here.  But other than that, the wording is exactly the same as they were both qualified in Toronto Hydro.

So I will give you the wording now and then I would ask to spend just a couple of quick minutes with Mr. Fenrick going through his background.  But the proposed wording is an expert in regulatory economics, econometrics, and incentive regulation plans, including in particular total cost benchmarking and productivity analysis.

Mr. Fenrick, we won't spend a lot of time on this, because I know you're --


DR. ELSAYED:  Excuse me just one second.  Dr. Higgin, do you have a question?

DR. HIGGIN:  Yes, I do.  Just to clarify with Mr. Fenrick his employment status, and that changed earlier in the year, and which company is supporting the evidence in this particular case.  He has moved to another company.  Perhaps he can inform the Board.

I am just asking the question of which company he is supporting the evidence in this?  Is it PSE or is it his new company?  So that is the only question.  No problem with the qualifications, sir.

MR. STERNBERG:  I was going to cover that in my couple of minutes, but if it is of assistance for Mr. Fenrick to answer that now, that's fine.  As well, you will notice the reports are reports done through PSE -- well, let me just ask you this, Mr. Fenrick.

You recently joined a different advisory firm.  That is Clearspring Energy Advisors?

MR. FENRICK:  That's correct.

MR. STERNBERG:  And we notice the reports have been through and own the letterhead of PSE.  Can you explain why it was done, why the reports have been done through PSE?

MR. FENRICK:  Yes.  Absolutely.  When I was still at PSE is when the majority of the research was conducted and the reports were filed while I was at PSE.

Me, I am now at Clearspring Energy Advisors.  We are a subcontractor to PSE in this matter, and so PSE remains the primary consultant.

MR. STERNBERG:  And just, I won't -- we won't spend a lot of time on this, but in terms of your educational background, I understand you obtained a Bachelor of Science degree in economics and then a Master's of Science in agriculture and applied economics from the University of Wisconsin?

MR. FENRICK:  That's correct.

MR. STERNBERG:  And I understand for about 20 years now or a little more than that you have been working as an economist conducting performance benchmarking and research related to rate-making and incentive regulation of utilities?

MR. FENRICK:  I think a little less than 20 years, maybe 19 years, but, yes.

MR. STERNBERG:  Sorry.  I will get that question right next year.

You have worked for about eight years as a senior economist at Pacific Economics Group in the past?

MR. FENRICK:  Yes, that's correct.

MR. STERNBERG:  What type of work and research were you doing while you were at PEG?

MR. FENRICK:  At PEG very similar type research, econometric benchmarking, as well as total factor productivity analysis, involving performance-based regulation and incentive regulation.

MR. STERNBERG:  You were then director of economics at Power System Engineering, PSE, for many years?

MR. FENRICK:  That's correct.

MR. STERNBERG:  And as you have just told us, you have recently joined Clearspring Energy?

MR. FENRICK:  Yes.

MR. STERNBERG:  Over the years, can you roughly estimate for us or give us a sense of about how many econometric benchmarking and related studies you have done in respect of utilities?

MR. FENRICK:  Quite a few.  I would put it in the dozens of studies.

MR. STERNBERG:  And over the years have you also authored various publications and papers relating to empirical research and benchmarking for incentive rate-making?

MR. FENRICK:  Yes.

MR. STERNBERG:  On pages -- we won't go through them, but just to identify it, on pages, I guess starting at the bottom of page 1 and over to page 4 of your CV, do you list various papers that you have authored and also recent conference presentations that you have given?

MR. FENRICK:  Yes.

MR. STERNBERG:  And finally, I understand you have been an expert witness a number of times in rate-making proceedings before this Board and also in other jurisdictions?

MR. FENRICK:  That's correct.

MR. STERNBERG:  I don't propose to spend more time on his background unless that is useful.  And again, we would tender and ask that Mr. Fenrick be qualified as an expert in regulatory economics, econometrics, and incentive regulation plans, including in particular total cost benchmarking and productivity analysis.

DR. ELSAYED:  Any questions by anyone?  Okay, granted.

MR. STERNBERG:  Thank you.

Mr. Fenrick, if you have your two reports in front of you, the first one dated January 24th, 2019, which is titled "Transmission Study for Hydro One Networks, Recommended CIR Parameters and Productivity Comparisons", and the second one entitled "Reply to PEG's report", and that one is dated October 15, 2019.  Are those your two reports in this matter?

MR. FENRICK:  Yes, they are.

MR. STERNBERG:  Do you adopt them as your evidence in this hearing?

MR. FENRICK:  Yes, I do.

MR. STERNBERG:  I would like to go through for the Panel's assistance and touch on the highlights of aspects of the reports.

Starting with your first report, the January 24th one, do you address in that report your total cost benchmarking and also your total factor productivity trend research that you have conducted for this matter?

MR. FENRICK:  Yes.

MR. STERNBERG:  First on total cost benchmarking, tell us very briefly, what was the purpose of doing that exercise in this -- for this case?

MR. FENRICK:  The purpose is to evaluate the total cost levels of the company as well as then tender a recommendation on the appropriate stretch factor.

MR. STERNBERG:  And at a very high level can you summarize for us how you went about conducting the total cost of benchmarking here?

MR. FENRICK:  Yes.  We used the econometric approach, which is the same approach used in the fourth-generation IR decision and proceeding.  We do the econometric approach that essentially looks at a number of variables and service territory conditions and quantifies and adjusts the benchmark so we can compare the utilities' actual total costs to a model expected level or a benchmark cost to make that comparison.

MR. STERNBERG:  And I know in this proceeding I think it's been adopted in evidence, your report you had done a number of months before for the HOSSM, the Hydro One Sault Ste. Marie application.  Again, at a high level can you tell us how similar was your study here for purposes of this application compared to your prior study that was used in the HOSSM application?

MR. FENRICK:  Quite similar.  Both studies benchmarked and evaluated the same company, which was Hydro One Networks.  Both studies used the same sample period in the data set.  And we also got very similar results.  We made five modifications, which we laid out right in the executive summary on page 4 of that report, but minor changes that really did not have a major impact on the results.

MR. STERNBERG:  And the -- when you just referred to the executive summary, are you speaking of the summary on page 5 of your January 24th report?

MR. FENRICK:  Actually, page 4.

MR. STERNBERG:  Page 4, sorry.

MR. FENRICK:  The list of five -- those were the five changes that we made.  Otherwise everything was the same relative to the HOSSM.

MR. STERNBERG:  On pages 7 to 10 of this January 24th report, in that part of the overview, do you discuss your cost benchmarking findings for Hydro One?

MR. FENRICK:  Yes, I do.

MR. STERNBERG:  And please briefly summarize for us what your findings were.

MR. FENRICK:  So on figure 1, page 8, we included all of these variables and statistically tested all of these variables, and adjusted the benchmarks for all of these varied variables to develop the benchmarks for Hydro One.

If you turn to page 9, which has the table and the results, we found that the company is a very strong cost performer throughout time, and that also appears to be increasing -- the cost performance is increasing over time.

By 2014 and 2016, we find that the company is minus 21.8 percent, which that means that Hydro One's total costs are about 22 percent below what the model expected those costs to be.

During the 2020-2022 period, we find that the company is minus 27.1 percent.  And again, that's a very strong cost performance, and we find that the company's costs are well below what our model's expectations would be.

MR. STERNBERG:  When we see -- an obvious point, but just so the record is clear, when we see the negative numbers increasing, negative 23, negative 24, and so on, what is that telling you about the level of cost performance of the company?

MR. FENRICK:  The negative signifies that the costs for the company are below what we would expect them to be, or below the benchmarks.

MR. STERNBERG:  Have you now, in your reply report, also provided updated cost benchmarking results based on 2017 and 2018 data?

MR. FENRICK:  Yes.

MR. STERNBERG:  Tell us why did you consider it useful to update the results for those two years of data?

MR. FENRICK:  Given that benchmarking is a comparative analysis, where we're evaluating the company to the industry and what we would expect those total costs to be, 2017 and 2018 are the most relevant historical years that we have available at this time.

And they're the years that are most likely to encompass the situations and circumstances that the company will face in upcoming years of 2020, 2021 and 2022, during the CIR period.

MR. STERNBERG:  Just to turn to it for a moment so we can see what the updated results are, if you can turn for a quick moment to the reply report, please, on page 3, table one on page 3.

Can you please just tell us what -- based on 2017 and 2018 data, what are the updated total cost benchmarking results for Hydro One?

MR. FENRICK:  After we added the 2017 and 2018 data into the data set, the results for the company were better, slightly better, to a negative 32.9 percent during the CIR period, and minus 29.5 percent during the most recent historical three-year period, which is 2016 through 2018.

And that's minus 29.5 percent below the benchmark costs.

MR. STERNBERG:  And just so that everyone is clear who is reading the document, if we want to look at the -- if we want to find the updated results, which column should we be looking at in table 1?

MR. FENRICK:  That would be the first column in green there.

MR. STERNBERG:  Now, in their responding work here, has Pacific Economics Group, PEG, have they updated their study to use 2017 and 2018 data, as far as you are aware?

MR. FENRICK:  No, they have not.  I believe the company asked an IR, and they responded that they could not do that.

MR. STERNBERG:  As far as you recall, do you know why they said they weren't able to, or weren't in a position to do that?

MR. FENRICK:  I believe the response said there wasn't time available, given the timeline.

MR. STERNBERG:  And overall, just before we move on to the next point, how would you characterize -- from the results of your studies how would you characterize Hydro One's benchmarking results, and what they're telling us about Hydro One's cost performance over the years?

MR. FENRICK:  I characterize the PSE results as showing that the company is well below its cost expectations.

So the company's cost levels are considerably lower than what our models would expect, given all of the service territory conditions that Hydro One is faced with.  And after we make those adjustments, the costs are substantially lower than what we would expect.

MR. STERNBERG:  And based on your cost benchmarking study results, what is your recommended stretch factor in this application?

MR. FENRICK:  Based on the finding of minus 32.9 percent and following the fourth generation IR paradigm, we recommend a stretch factor of 0.0 percent.

MR. STERNBERG:  And next turning to your TFP or total factor productivity findings, can we go back to your main report and turn to page 10, please?

To begin with, please briefly tell us what the purpose was of doing the TFP study, and how you conducted it.

MR. FENRICK:  The purpose of our TFP study is to develop the productivity factor in the X factor, or the incentive regulation formula, with the thought being it should be an external -- the productivity factor should be an external measure of the productivity expectation in the upcoming years.

We did this by, you know, standard TFP methods, following the fourth generation IR paradigm again, where we looked at the ratio of how outputs, which is the work the utility is doing, divided by inputs, the resources, the employees capital, and how that ratio is trending or changing over time.

We looked at that for the industry, as well as for Hydro One itself.

MR. STERNBERG:  And what were your TFP results in respect of the industry?

MR. FENRICK:  We found during the -- from 2004 to 2016, the industry had negative productivity growth of negative 1.45 percent, and that has accelerated over recent time periods.

MR. STERNBERG:  And I don't think we need to turn to it, but in your reply report, did you update those results for the 2017 and 2018 data?

MR. FENRICK:  Yes, we did.  We found, again, negative productivity trends during 2017 and 2018, whereas our revised number after we've done the update is now negative 1.61 percent.

MR. STERNBERG:  Is that outlined in your reply report?

MR. FENRICK:  It is.

DR. HIGGIN:  Can I just add one point?  The chart that is up is not the correct chart for TFP.  It should be figure 3 from the report.  And therefore, it could be misleading, because this is the cost benchmarking report chart.

So just to inform the Board, this is the wrong chart.

MR. STERNBERG:  Sorry, that's a fair point.  The TFP discussion starts lower down on that page, so you can just scroll down.

MR. FENRICK:  The numbers are found on page 11.

MR. STERNBERG:  Thanks for that clarification. And what were your TFP results for Hydro One Networks?

MR. FENRICK:  For Hydro One, we also found negative productivity during the sample period, although it was significantly less than the industry's negative productivity.

We found negative .18 percent over the 2004 to 2016 time period for Hydro One.  That became more negative during 2010-2016 at negative .56 percent.

Then during the CIR period, the productivity essentially matches the long term productivity of the industry at, you know, negative 1.70 percent.

MR. STERNBERG:  And based on your TFP findings and your analysis results, what is your X factor recommendation here?

MR. FENRICK:  Given the strongly negative productivity exemplified in the industry, as well as it being accelerating in the more recent time period, we think a zero percent productivity factor, and then a zero percent X factor is appropriate.

MR. STERNBERG:  Why do you say that is appropriate, given the negative TFP trend?

MR. FENRICK:  Given Board precedent in not wanting a negative productivity factor, you know, in fourth generation for the distributors, and there was also a negative productivity finding and the Board set the productivity factor at zero percent.

So given that reality, we're recommending the zero percent.

MR. STERNBERG:  And the rest of your main report, do you provide further detail in respect of your cost benchmarking and TFP studies?

MR. FENRICK:  Yes.

MR. STERNBERG:  We won't turn to that further detail now in the interests of time.  Can we turn next to your reply report.

And first of all, in this report do you reply to PEG's study and its September 2019 report that's been filed?

MR. FENRICK:  Yes.

MR. STERNBERG:  Turn over to page 2.  On pages 2 to 5 of this report you summarize your comments in that section on PEG's total cost benchmarking results.

MR. FENRICK:  Yes.

MR. STERNBERG:  And first of all, overall how did PEG's results in this study compare to PEG's own study of Hydro One in the Sault Ste. Marie application?

MR. FENRICK:  Compared to PEG's own study in the HOSSM proceeding, there was a dramatic change in the results, which surprised me, given that they're benchmarking the same company during the same time period, but we saw dramatic change in the results from minus 11.0 percent during the 2020 to '22 period -- that's what PEG reported.  After they corrected some errors that we identified, they corrected errors in response, IR response, and came up with a negative 11 percent finding for the company.

MR. STERNBERG:  Sorry, was that in the HOSSM case you're talking about?

MR. FENRICK:  That was in the HOSSM case.  Now in this current case, despite it being the same company, same time period, essentially the same data set, they're coming with a plus 9 percent finding for the company, which is a 20 percent difference.

MR. STERNBERG:  And over on page 4 of your reply report, under headings 1.1.1 and 1.1.2, you set out two main critiques that you have of PEG's study in this application.

MR. FENRICK:  Yes, correct.

MR. STERNBERG:  Let's just briefly touch on each of those.  Section 1.1.1, can you briefly summarize for us what your critique is there?

MR. FENRICK:  Yes, absolutely.  And this critique also would have existed in HOSSM as well.  PEG's model is -- shows a clear pattern in the benchmark scores, and it is essentially biased against the recent and forecasted time periods for the entire sample.  It's not just the Hydro One thing, it is for the entire sample.

They have a bias in the results that is growing over time.  So you see on page 8 of the reply report that there's a clear pattern in PEG's results here, and by 2018 their model is disadvantaging all of the utilities in the sample by about 15 percent, and that's growing over time.

We would expect -- on this chart we would expect benchmark scores to hover at around zero percent, given that it's a comparative analysis, you're comparing the utility with the industry, you would expect on average there to be, you know, for an average utility to be at their benchmark, which would imply zero percent benchmark score.

Here we're noticing something quite different, you know, PEG's benchmark is -- shows a clear pattern, and that violates Econometric 101, that the residuals, which are the benchmark scores, should not show a clear pattern.

And so I would say this -- I tried to illustrate this in a number of ways.  One of the clear ways is in 2018, if we update PEG's data set to 2018, PEG actually has Hydro One right at the border of being the top quartile utility, despite their finding that Hydro One's costs are above the benchmark costs.

If you rank PEG's findings, because remember this bias exists for the entire sample, PEG is actually finding that Hydro One is right on the edge of being a top quartile utility despite their plus 9 percent finding.

MR. STERNBERG:  And you touched on figure 1, just -- and you have got various figures in here.

If we look at figure 2 on page 9, can you explain to us what figure 2 is showing on this, related to this point you have just been talking about.

MR. FENRICK:  The blue line is the PEG -- the PEG number of utilities that are evaluated as below cost performers or would have a negative benchmark score.

Given their sample is 50 utilities and in a properly specified unbiased model you would expect there to be about half of the utilities to be below cost and half of the utilities to be above cost.

That's not what we're finding in the PEG model.  We're finding by 2016, 2017 only 14 out of the 50 utilities are below cost, which means 36 of them are above cost.

And again, that is accelerating in 2018.  13 utilities -- only 13 utilities in their sample would be below cost and 37 would be above cost.

And this is just not symmetrical.  It indicates that there is a specification bias occurring in PEG's model.

MR. STERNBERG:  You have used the word "bias", which can obviously mean different things in different contexts.  Can you help us understand what you mean in this context in an econometric study by the word "bias"?

MR. FENRICK:  It essentially means PEG's results are skewed to make all of the utilities look worse or will make all of the utilities look worse in the more recent time periods and actually make it look better in the more -- the earlier time periods.

So there is skew going on, because PEG, given the specification error in the clear pattern in the residuals, they have a -- they're missing a variable.  It is an omitted variable bias that is creating this skew or this distortion, if you will, which again is exemplified by the fact Hydro One is a top quartile utility, but is still getting a plus score.

MR. STERNBERG:  And --


MR. FENRICK:  I should clarify it is right on the edge of top quartile, 13 out of 50, which is right on the borderline of top quartile, despite PEG, which is the second thing, despite the modelling procedure change.

So PEG chose -- or selected a modelling procedure that harms the utility, but despite that choice Hydro One is still right on the edge of top quartile in PEG's results.

MR. STERNBERG:  Turning back to page 4 of the reply report.  Your next heading, 1.1.2, you discuss your second main critique, and can you briefly describe that one for us, please.

MR. FENRICK:  This is, you know, we pointed out -- I pointed out the considerable and dramatic change in the PEG results from HOSSM to Hydro One.  This is the reason why.

They changed their modelling procedure from what they did in HOSSM to what they're doing now.  They also did the HOSSM procedure in Hydro One distribution as well.  So from HOSSM Hydro One distribution they did one modelling procedure.  Now in this application, six months later, they've changed their modelling procedure, and this has significantly and dramatically changed PEG's results.

At a high level, the new modelling procedure manipulates the underlying data and unnecessarily needlessly impacts the benchmark scores.

On page 5 we listed, you know, five things why we believe this is not best practice, this is not the best approach to be using.

You know, and also given the large and dramatic change in these results it also gives us pause on why we -- why the modelling procedure is changing here, and why this is not the proper one to use.

The modelling procedure that PEG is using introduces a possibility for error, that we can't verify if there is an error or if there is not an error, given the complex coding that is required when PEG does that.

This procedure is not proven to be a valid procedure on an unbalanced panel data set.  They're making multiple underlying manipulations, and they have not shown a journal article that shows that these are appropriate procedures to be doing on an unbalanced panel data set.

The entire procedure that they're doing is not necessary.  The approach that PSE has taken is we've used the ordinary least squares co-efficients, or OLS, and those cannot be improved upon.  They are not biased even in the presence of heteroscedasticity and auto correlation, the OLS, or the standard OLS co-efficients which are used for the benchmarks are not unbiased and they cannot be improved upon.

So you know, all of these adjustments are unnecessary. They open up a subjective judgment to the researcher to be able to choose how to manipulate the data, the underlying data, to purge the auto correlation and heteroscedasticity.  So it opens up a kind of Pandora's box, if you will.

And these results are not easily reproduced and verified by non-experts, whereas the PSE results we're using the ordinary lease squares method when calculating the benchmarks, and there is likely a number of people in this room that could take a standard software package, if I gave you the data set, and run an ordinary lease squares, that's the standard approach.  Whereas there's likely no one in this room that could reproduce PEG's results, including myself.

MR. STERNBERG:  We will just touch on one last point before we conclude.  Over on page 6 of your reply report, under the heading "Electric transmission industry productivity results", please briefly summarize for us your main comments on PEG's TFP study.

MR. FENRICK:  PEG's TFP results and the PSE results are quite similar when examined over the same sample period.

The difference in -- the difference in the two consultants here in this case are, we believe -- I believe that the sample period should be a more recent sample period.

We start from 2004 to 2018, whereas PEG believes the sample should start back in 1995 and include the observations in the 1990s.

You know, the reason I have an issue with going back to the 1990s is there have been a number of changes in the I had that have occurred.  You know, you have different reliability standards.  PEG mentioned in their report the Energy Policy Act in 2005, so you have vastly, you know, or different reliability standards.

IESO did not even exist really in the industry when PEG started their sample in 1995, whereas now, you know, the majority of the industry consists of IESO and RTOs.

The aging infrastructure was vastly different.  That problem was much different in the 1990s than it is now, you know, given the baby boom and electrification in the 1960s and 1970s, aging infrastructure is much more of an issue now than it was back in the 1990s, as well as just technology changes, when you think about computing power in the 1990s versus now. And output growth was much more brisk in the 1990s than what we're seeing now.

MR. STERNBERG:  And in your reply report, you also respond to PEG's critiques or concerns that they've raised regarding some of the details of your approaches.

MR. FENRICK:  Yes, we do.

MR. STERNBERG:  In the interests of time, we won't go through those now unless that would be of assistance, but those are my questions in examination-in-chief, thank you.

DR. ELSAYED:  Thank you.  Now we go to APPrO.  Mr. Vellone?
Cross-Examination by Mr. Vellone:


MR. VELLONE:  Thank you, Mr. Chair, Panel.

Maybe by way of introduction for the witness panel, because I don't think I have met all of you, my name is John Vellone and I am counsel to the Association of Power Producers of Ontario.  I know some of you.  With me today is Mr. David Butters, president of APPrO.

And I am going to shift focus, if you will bear along with me.  The topic of my questioning is really around the proposed export transmission service rate...

MR. SIDLOFSKY:  Sorry, Mr. Vellone, if I can just interrupt you for a moment, we might as well mark your compendium now as Exhibit K7.5.

MR. VELLONE:  Thank you.  I was just about to do that.
EXHIBIT NO. K7.5:  APPRO COMPENDIUM FOR PANEL 4


MR. VELLONE:  I did distribute an electronic version of the compendium yesterday.  I am hoping that the Panel has a printed version in front of you.  It does include side bars, so it will help you zoom in on that portion of the payment that is relevant for my questioning in hopes of getting us all out in time for trick-or-treaters today.

[Laughter]

MR. VELLONE:  I would like to start, if we could, at tab 1 of the APPrO compendium, and this is a copy of the Board's June 6, 2013, decision and order on 2013 export transmission service rates.

Do you have a copy of that in front of you?

MR. ANDRE:  Yes, we do.

MR. VELLONE:  And are you familiar with that decision?

MR. ANDRE:  It's been a long time since I saw it, but I am familiar with the decision a little bit.

MR. VELLONE:  I am going to keep my questions at a high level, so we shouldn't have to wade into too much of the detail.

But if you flip through pages 4 through 6 of this compendium, 2 to 4 of the decision, you will see that that Board panel laid out a pretty good background on the export transmission service rate issue.  They also considered a range of different options on how to establish a proper export transmission service rates, and they also heard from three different independent experts with regards to how to establish that rate.

Is that a fair synopsis of what happened in this decision?

MR. ANDRE:  I know they heard from Charles River Associates.  You said three separate experts.  I remember Charles River Associates' report on the export transmission service.

MR. VELLONE:  And the IESO engaged Charles River for that report.  I believe there was also a Navigant report that was filed at the time, as well as a Elenchus report. APPrO retained Navigant.  Hydro Quebec retained Elenchus.

MR. ANDRE:  Yes, I recall now.

MR. VELLONE:  At the end of the day, the ultimate result of this decision -- and it is found at page 6 of my compendium -- is that the Board determined that in the absence of a specific cost allocation study, the ETS rate should remain unchanged at $2 per megawatt-hour, is that right?

MR. ANDRE:  Yes, that's my recollection of their decision.

MR. VELLONE:  I might get you to flip forward to page 8 of that same decision, which pretty effectively summarizes the power producers position on this issue, which is that the ETS rate should basically be eliminated, should be set to zero dollars per megawatt-hour, for three key reasons.

The first being benefit to Ontario consumers, producers and the province as a whole.  By enhancing Ontario's market efficiency, during surplus baseload generation events. And it would be consistent with neighbouring jurisdictions, which already have a zero dollars per megawatt-hour tariff.

That was the APPrO position back then.  Notably, that was also the IESO position at that time.  Do you see that there?

MR. ANDRE:  Yes.  I do so that there, yes.

MR. VELLONE:  Those are some pretty compelling reasons why the rates should have been set at zero dollars per megawatt-hour.  But the Board panel at that time decided to go in a different direction, isn't that correct?

MR. ANDRE:  Well, we have read what the Board decision was, in terms of wanting a cost-based study of what the cost to serve is.

I would just point out that in terms of that last point, consistency with neighbouring jurisdictions who have zero tariffs, I seem to recall that Charles River Associates included a table in their report that compared export charges from neighbouring jurisdictions.

And if I recollect, the only ones that had zero tariffs were two adjoining IESOs had agreed to charge each other zero.  But with respect to the charges that would apply to exports into Ontario from neighbouring jurisdictions, if I recollect, all of those charges were well above the $2 per megawatt in terms of what neighbouring jurisdictions charged their exports to bring power into Ontario.

MR. VELLONE:  I think that's probably accurate, an accurate characterization of the evidence at the time.  The Board panel actually addresses this further down on the same page in its decision, when they concluded that there was basically insufficient evidence at that time to support a zero dollar rate.

The Board then went on -- and I will get you to flip ahead to page 11 -- and I am looking down there at the bottom of the page where the Board finds that absent a cost causality through a cost allocation study, there is insufficient basis for the Board to conclude that any change to the ETS rate is just and reasonable.  Therefore, the Board concludes that the rate should remain unchanged.

And the Board went on to require that Hydro One perform a cost allocation study to establish a cost basis for the ETS rate.  Is that correct?

MR. ANDRE:  Yes, that's correct.

MR. VELLONE:  And actually, if you flip forward to page 12, Hydro One was specifically ordered to perform that study and file it as part of your next transmission rate application; is that correct?


MR. ANDRE:  That's correct.  And that is what we did.


MR. VELLONE:  So why don't we go there, because your next cost-of-service rate case was in 2014, and that's at tab 2 of my compendium.  And in that case, which was EB-2014-0140, Hydro One did comply with this obligation.


My understanding is you hired Mike Roger of Elenchus Research Associates to prepare an independent expert cost-allocation methodology for the establishment of an export transmission service rate.  Is that correct?


MR. ANDRE:  Yes.  We engaged Elenchus, and they put Mike Roger on this file, yes.


MR. VELLONE:  And you filed that study with your 2014 rate case, right?


MR. ANDRE:  We filed a study as -- it was part of the material that went into that rate case, as you are aware, that was settled.  There was a bit of an odd procedure in terms of how that rate case was determined.


So the material was filed -- or was prepared for the purposes of settlement.


MR. VELLONE:  Excellent.  And at tab 2 of my compendium, I do have excerpts of that specific settlement so that we can walk our Board Panel through exactly what occurred.


And the first spot I think I want to take you to is on page 17 of the compendium.  And I have highlighted a little paragraph down there towards the bottom, just to draw your attention to it.


Is it your understanding that that settlement was without prejudice of any of the parties, including Hydro One?  Taking a different position on what the actual export transmission service rate would be in the future, in future proceedings?


MR. ANDRE:  Yes, that's correct.


MR. VELLONE:  And you're not suggesting that this settlement is in any way binding on this OEB Panel with regards to this case?


MR. ANDRE:  Yeah, absolutely.  In fact, in the response to VECC interrogatory Exhibit I, tab 10, schedule 54, we confirmed that the OEB decision when you approved the settlement agreement, in this case, you did not opine on any matter specifically related to ETS or the Elenchus study.  You just approved the settlement.  So I agree, there was nothing specific to the Elenchus study from the prior decision.


MR. VELLONE:  Brilliant.


MR. ANDRE:  Board decision.


MR. VELLONE:  Maybe flip forward to page 19 of the same compendium.  I am looking at that last full paragraph there, where it says:
"Hydro One proposed to adopt an Export Transmission Service rate of $1.70 per megawatt-hour for 2015 and 2016, as recommended in the Elenchus study filed as..."

And then the evidence citation.


Is that consistent with your recollection of what happened back then?


MR. ANDRE:  Yeah, so when you sent -- like, you said you sent this out electronically yesterday, and so I went back, and I was looking at the evidence or the material that was prepared for the purposes of the settlement, and I recall seeing in there that Hydro One filed -- filed a study which included a recommendation from Elenchus.


But for the purposes of what we filed, my recollection was that we left it at $2 for the purpose of determining the external revenue, which is different, I admit, than what I see here, which says that this says that we actually proposed the adoption of that.  But that is not quite my recollection, in terms of what the material that I saw earlier or last night in preparation, in terms of what was actually filed with respect to the ETS.


MR. VELLONE:  Why don't we do this then.  Can you give me an undertaking to find out whether or not this statement in the settlement proposal is factually accurate, in that Hydro One did in fact propose $1.70 per megawatt-hour at that time?  Or if your recollection is correct?


MR. ANDRE:  Well, certainly I can undertake to pull out that reference that I had seen in terms of the material that we prepared for the purposes of this application and the reference to what Hydro One's recommendation was.  We can certainly pull that out.

I wouldn't know, you know, I don't recollect, you know, for the purposes of the settlement if we made a proposal at the settlement itself, but in terms of the evidence that was prepared leading up to the settlement, that -- I can undertake to provide that to you and show you what it is that I saw in that evidence, which, as I say, said that we would -- you know, here's the study.  Here's the recommendation from Elenchus, and for the purposes of calculating the export revenue, that we would forecast, we continued to use $2.


MR. VELLONE:  Why don't we mark that undertaking and, to the extent you can reconcile with what is on the page here, that would be helpful.  If you are unable to do so just tell me.


MR. ANDRE:  Okay, we can do that.


MR. SIDLOFSKY:  That will be J7.7.
UNDERTAKING NO. J7.7:  TO CONFIRM WHETHER OR NOT THE STATEMENT IN THE SETTLEMENT PROPOSAL IS FACTUALLY ACCURATE, IN THAT HYDRO ONE DID IN FACT PROPOSE $1.70 PER MEGAWATT-HOUR AT THAT TIME.


MR. VELLONE:  I want to get -- the reason why I asked this question was I was trying to get to a more substantive question, which was going to follow, which is, I took this -- the idea that Hydro One adopted the $1.70 proposal from the Elenchus report, to reflect the fact that Hydro One generally agreed with the cost-allocation methodology as set out in the Elenchus report.  Is my understanding correct?  Hydro One generally agrees with what Mr. Roger did?  From a cost allocation point of view?


MR. ANDRE:  Mr. Li is most familiar with the current study, so I will let him answer this question.


MR. LI:  We take no issues with the Elenchus study.  But in terms of our position in this application, there are a couple of reasons why we recommend the status quo, which is $1.85 megawatt rate.


The first reason is the nature of the ETS rate and the history of how ETS rate has been set.  And if you look back, a little bit of history here, since market opening, the ETS -- well, actually, I'm sorry.  Let me go -- the second reason -- let me summarize first.


The first reason is the nature of ETS rate and the history of how ETS rate has been set since market opening.


And the second reason is negative impact to the UTR, which is the Ontario ratepayers.


Now, going back to the first reason, just to elaborate a little.  Since market opening the ETS rate has been set at different rates, like a dollar, $2, and currently 1.85.


MR. VELLONE:  Are you aware of any cost allocation studies that went in to support those previous rates?


MR. LI:  No.  I am going to get at that, right?


So over the years we know that there are several studies that has been done by IESO and Hydro One to inform the Board on this matter.


But at the end the ETS rate has never been set directly from a result of a study.  Instead, it has always been set through settlement agreement or OEB decisions.  And the current rate of $1.85, as we just talked about, is a negotiated rate, established as part of Hydro One's 2015-2016 transmission rate case.


Now, again, because of the history of how this ETS rate is set, the nature of this negotiated rate, and also the fact that this Elenchus recommended methodology was never tested or examined by the Board and the intervenors in the settlement agreement, Hydro One does not believe that it is appropriate to just use this study in this application and set the ETS rate directly from this study.


Instead, we believe the process should be more consistent with what we did before, which is Hydro One to update the study, table the study in this application.  And the Board can see the results, all of the intervenors, all of the stakeholders can see the results, and at the end the OEB, the Board, will have all the information to decide what the appropriate ETS rate should be based on the result of these studies and the submissions from all of the stakeholders in this proceeding.


So that's where our position is.  But in terms of, Hydro One's position is actually quite neutral, because financially it really does not have any impact on Hydro One.


So that is the first reason, but then now we are sort of leading into the second reason.

MR. VELLONE:  I will give you an opportunity to go back.  But I am focussed in on that first reason first.  And maybe you can help me with something.  Can you flip to page 12 of my compendium, please?

MR. LI:  I'm sorry, which tab?

MR. VELLONE:  It's tab 1.

MR. LI:  Oh, tab 1?

MR. VELLONE:  Page 12.

MR. LI:  Okay, sorry.

MR. ANDRE:  We're there.

MR. VELLONE:  Thank you.  The quote in order number 2 there is:
"Hydro One shall prepare a cost allocation study involving the network assets utilized by export transmission customers, and report the results of this study."


So I think, if I am understanding your position, you have done that.  You filed the Elenchus report.  You have updated your models.

So I guess what I am trying to understand is how you are parsing the second half of that order, which says:

"Including a proposal of the appropriate," and I am going to put emphasis here, "cost-based ETS rate".

Cost-based ETS rate.  Is 1.85 per megawatt-hour a cost-based ETS rate?

MR. ANDRE:  Per the Elenchus study, they do make that recommendation as one of six scenarios that they looked at, and that is the one that they agreed was most reflective of a cost-based rate.

MR. VELLONE:  So I think, if I am understanding that properly, the updated Elenchus study that you filed in this proceeding would result in a cost-based rate?  And if that's different than 1.85 per megawatt-hour, then what you are proposing is not a cost-based rate.  Am I understanding that correctly?

MR. ANDRE:  Yes.  The scenario, the recommended -- I mean, all of the options that they looked at were based on cost allocation and rate design. So in essence, you could argue they were all cost-based rates.

But their recommended scenario, yes, I agree would be a cost-based rate.

MR. VELLONE:  I apologize for interrupting.  I would like to give you the opportunity, Mr. Li, to finish your thought.

[Witness panel confers]

MR. LI:  No.  It's okay, you know, like I think I -- it's okay.

MR. VELLONE:  To the extent it helps, I intend to cover all of the points that you hit in your comments, so we will get there.

MR. LI:  Okay.

MR. VELLONE:  Why done you turn back to tab 2, and I am actually on page 20 of my compendium.  This is how the parties described their settlement at that time, which resulted in that 1.85 per megawatt-hour rate.

And this was a settlement the OEB panel didn't actually delve into this issue.  I believe you said that before, is that correct?

MR. ANDRE:  Yes, that's correct.

MR. VELLONE:  And actually, the settlement looks to me like something in between what the evidence in that case said, the Elenchus study said, 1.70 per megawatt-hour, and the existing rate of $2 per megawatt-hour.  It actually, frankly, the mid-point between those two numbers.  Am I reading that right?

MR. ANDRE:  Yes.  You have the recommendation and you have the current rate correct, and 1.85 is in between those two numbers, yes.  So it's arrived at through settlement.

MR. VELLONE:  I would like to look at a reason why the parties landed on this decision.  It is stated there for the record.
"The parties couldn't agree to an acceptance of the methodology assumptions or scenarios used in the Elenchus study.  In addition, they noted it was the first case where a cost allocation study was filed into evidence, and it remains untested."


Is that your understanding of why the parties settled the way they did?

MR. ANDRE:  I don't read they do not agree with the methodology.  I think what I read there is they do not have precedential value and may be challenged in subsequent proceedings.

MR. VELLONE:  Fair enough, fair enough.  I will pause there, and come back to this point in a moment.  But I want to flip forward to tab 4 first, and I am actually looking at page 54.

This is, for clarity, an excerpt of your current application, EB-2019-0082.

My understanding is that Hydro One, as part of your application here, has updated all of the costs and forecasts that you could in the Elenchus model, using that methodology.  And when you did that, you wound up calculating an ETS rate of 1.25 per megawatt-hour, which is shown there on page 54, is that correct?

MR. LI:  Yes, that's correct.

MR. VELLONE:  So this is significantly lower than the settled rate of 1.85 per megawatt-hour.  It is pretty obvious why exporters would have a concern with a proposal to maintain the rate at 1.85 per megawatt-hour.

Would you agree that through the course of this proceeding, APPrO has taken the initiative, through the interrogatory process as well as the technical conference questions, to test numerous aspects of the methodology, assumptions and scenarios used in the Elenchus study?  We asked you lots of questions?

MR. LI:  Yes, yes, I would agree, yes.

MR. VELLONE:  In fact, APPrO even asked Hydro One, and Hydro One agreed, to file the underlying Excel models that support the Elenchus study, correct, for a variety of different scenarios?

MR. LI:  Yes.

MR. VELLONE:  And would it be fair for me to say that any other intervenor or OEB Staff would have had a similar opportunity to ask questions to test the methodology, assumptions, and scenarios used in the Elenchus study?

MR. LI:  Yes, I --


MR. ANDRE:  Yeah, that speaks to the process.

MR. LI:  Yes.

MR. ANDRE:  Absolutely, intervenors have the opportunity to ask questions as part of this process.

MR. VELLONE:  This is now the second time that that study has been filed in a transmission rates case.  Is that right?

MR. LI:  Yeah.

MR. ANDRE:  Well, with one qualification.  So in the previous one, it was filed as part of the package of material that went along with the settlement agreement.

So it wasn't necessarily filed in front of the Board.  It was part of the material, but again, never reviewed and approved by the Board that first time around.

I guess it's being done now as part of this proceeding.

MR. VELLONE:  Fair enough, fair enough.  I would actually like to limit myself into probing on one of the assumptions and methodologies that are used in the Elenchus study, and it will probably not surprise you.

My focus is on the recommendation to use prior year actual hourly data for domestic and export customers when doing this cost-allocation methodology.

I think to look there, the best place to go is -- I want to land on principles first, so tab 3, page 31, and I have side-barred lines 13 through 16 in the printout copy.

So just to see if we can land on principles to begin with, my understanding is that for a cost allocation study, generally it is either based on actual historical, or forward test year data that reflects the operating circumstances of the utility at a specific point in time, either the last year where actual historical information was available, or the future test year where rates are being established.

Do you agree in general with the terms of -- with that statement?

[Witness panel confers]

MR. ANDRE:  Where the full range of data required to do either/or scenario is available.  In other words, as long as the complete set of data is available, you know, in both scenarios, then I would agree that this is generally what is done with cost allocation.

MR. VELLONE:  Well, could I put it to you a slightly different way, which is if you don't have data available for the future year, which is probably the one you are going to have trouble with, that the other way to do it is to use a historical-looking approach and go back to when you do have the data available.

MR. ANDRE:  Yes, that's correct, yes.

MR. VELLONE:  And the important principle here is that the costs that are being allocated and the volumes being used to allocate them are at the same point in time.  Am I getting that right?

MR. ANDRE:  Yes, to the extent possible, yes.

MR. VELLONE:  So if you wanted to use 2018 volumes to achieve a point-in-time cost allocation, you would generally allocate 2018 costs?

MR. ANDRE:  No, I don't know that you need to allocate 2018 costs.  I think the allocators of costs need to be consistent, so the -- yeah, because in...

MR. VELLONE:  Are you --


MR. ANDRE:  So the allocators -- I mean, I think once you have a consistent set of allocators you can apply those allocators to forward -- to, like, next year's revenue requirement.  I don't see that as being particularly troublesome, as long as the allocators are correctly distributed among your classes, or in this case between domestic and ETS customers.

MR. VELLONE:  Okay.  I guess, are there any other classes in this rate application where you're using a 2018 volume to establish your cost allocation allocators, or is that only happening for the exports?

[Witness panel confers]

MR. ANDRE:  No.  For the main cost allocation to the network line connection and transformation connection pools we use forward-looking -- we use forecast data, because that is available.  That is something that comes out of Mr. Alagheband's load forecasting process.

MR. VELLONE:  Right.  So if you have the forecast data available you like to use it.  And if you don't, then you've got to find something else?  Is that right?

MR. ANDRE:  Yes.  And that is what -- and that is the methodology that Elenchus used to use the prior year's peak data for the purposes of cost allocation.

MR. VELLONE:  Can we flip forward to page 45 of my compendium.  And I am looking at lines 10, 11, and 12.  This is actually the source of that Elenchus recommendation to go back and use actual hourly data.

I am looking at that second sentence there.  That's because forecast domestic and export data is not available at that time, it wasn't available, right?

[Witness panel confers]

MR. ANDRE:  Yes, that's correct.  We don't have a forecast of exports, imports.  We only have the historical data from the prior year available from the IESO.

MR. VELLONE:  Right.  However, in this case, Hydro One has provided a forecast for exports for 2019 through to 2022, which I think I saw in the response to VECC 55.  Is that right?

MR. LI:  Yes.  But that's not -- that's not hourly data.  That is different.

From what you are quoting in page 45, that's export and domestic hourly data.  What we forecast there, that is just the -- an annual number.

MR. VELLONE:  It's an annual number.  Which do you need for your cost allocation exercise to work properly?  Can you do it on the basis of an annual forecast?  Or do you need the hourly data?

MR. LI:  To use -- the hourly data is used to establish the allocator, CP 12, which we do -- we do need hourly data to establish the allocator, yes.

MR. VELLONE:  I guess, how did you answer my technical-conference question where I asked you to update the cost allocation using your forecasted number?  What assumptions -- did you have to make some assumptions to do that, then?

MR. LI:  I'm sorry, which question are you talking about?  I'm sorry.

MR. VELLONE:  If you flip forward to tab number 7.

MR. LI:  Right.

MR. VELLONE:  And you go to page 61.  Part C of that question was a request to Hydro One to rerun the cost allocation model, but this time I asked you to use the number 19,403,315 megawatt-hours, which I understood from VECC 55 was your forecasted exports.  Asked you to rerun the model using that number, and in response on page 62, part C, you came up with an ETS rate of $1.21 per megawatt-hour.

So how did you do that?  Did you actually need the hourly data to do it?

MR. LI:  I think we are talking about two different things here.  Going back to page 45, what Elenchus was talking about there is hourly data for establishing the allocator, CP 12, right?  So that is one thing.

Going back to your Undertaking JT1.3, 6 Q1, that is a charge determinant, or that is a different -- that is used in a different place in a model, because that is used -- once you use the allocator to determine the cost, the export cost, then you divide by the forecast volume to derive the ETS.

So that is the volume as a denominator.  That is what we're talking about here.  That one we can do a forecast without hourly data, yes --


MR. VELLONE:  So --


MR. LI:  -- but the allocator we need hourly data.

MR. VELLONE:  Understood.  Can you flip back to page 60 of my compendium?  I guess it is tab 7 if you did move tabs.

So my questioning in this undertaking question
was really around, if you look at that first table at line 16 --


MR. LI:  Yes.

MR. VELLONE:  -- I was looking at questioning Hydro One's assumption of using a volume in column B of 18,800 gigawatt-hours for the purposes of calculating the ETS rate.

MR. LI:  Right.

MR. VELLONE:  Are you telling me that the Elenchus recommendation to use actual hourly historical data doesn't relate to this particular number?  This number is just an assumption that Hydro One made?

[Witness panel confers]

MR. ANDRE:  Yes.  So the 18,800 gigawatt-hours is a 2018 value of the gigawatt-hours flowing through the system.

Within the model you have the 2018 hourly peak data which drive the 12 CP and 1 CP calculation.

So they're consistent, but it's the hourly data that is used for cost allocation purposes.  And it's the megawatt-hour data that is actually used as the charge determinant to calculate the rates.

So, you know, as you can see, the allocation in column A is -- the allocated costs are 22.1 million.

MR. VELLONE:  Is that a 2020 number?

MR. ANDRE:  That would be, yes.  So the revenue requirement would be the 2020 revenue requirement.  But what I was going to point out, that when you took me to page 62 of your compendium, you can see that although the volume changed per your request to use that volume, you can see that the allocated revenue requirement didn't change, right?

So we updated the volume for the purpose of calculating the rate, but it didn't impact the cost allocation.

MR. VELLONE:  Understood.  That helps.

Flip back quickly to page 60, that table there.  So if I've got this right, column A, 22.1 million, that's a 2020 revenue-requirement number?  And column B, volume, column B, 18,800 gigawatt-hours, that's a 2018 number?  Is that right?

MR. ANDRE:  Yes, that's correct.  So the 2018 data is being used to develop the allocators, and then those allocators are applied to the revenue requirement that's being requested in this application.

MR. VELLONE:  Do we know what the ETS allocated revenue requirement would be for 2018?  Has that been provided at any time?  If you did 2018 costs?

[Witness panel confers]

MR. VELLONE:  You can do an undertaking if that is easier.

[Witness panel confers]

MR. ANDRE:  Yeah, so the 18, even though it is the -- you know, as I said, it is the 2018 gigawatt-hour value.  For the purpose of calculating the rate, it is also Hydro One's best forecast of what the 2020 gigawatt-hours will be.

So if you're trying to calculate a rate in 2020, you need to know the money that you would collect in 2020, and over what consumption or what usage, gigawatt-hours in this case, that revenue would be collected in order to come up with the rate for 2020.

So the 22.1, well, that gets scaled up to 23.5 because of the UTR adjustment. So the $23.5 million is divided by the 18.8, which in this case is the forecast, the best forecast of what the export volume will be in 2020.

MR. LI:  Actually, may I add to that?  Actually, we explained that in -- if you turn to JT 1.36 Q1, part A, that is exactly what we said in the response.

MR. VELLONE:  In part B, yes, I will get there.  Before I get there, I just wanted to know if it was possible for you to give me an ETS allocated revenue requirement number for column A, but use 2018 costs.

Can you do that?  Can you undertake to do that, please?

MR. ANDRE:  I mean, we had a 2018 -- our last rate case covered 2018, so there is a 2018 revenue requirement.  But the rate that you would be developing wouldn't reflect -- wouldn't reflect the costs that are being requested in this application.

So I am saying that mathematically, we could do it.  I just don't understand how that would reflect the revenue requirement that we're requesting in this application, and trying to determine how much of that revenue requirement should be collected from ETS customers in 2020 through 2022.

MR. VELLONE:  Understood, the qualification.  Can you undertake to put together the analysis, please?

[Witness panel confers]

MR. ANDRE:  Sure.  I think we can do that undertaking, qualified as I said that I don't know that what the relevance is to determining a rate that would apply in 2020.

MR. VELLONE:  I will simplify a bit, but I think you and I had a common agreement when we started that one way to do is go back and use historical numbers for everything, and come up with a cost allocation.  Another way to do this is to hook at future forecast numbers for everything, and come up with a cost allocation for a future test year point of view.  Is that...


MR. ANDRE:  No, I think my response was I think you can use the historical data to develop the appropriate allocators between classes, or in this case between domestic and ETS customers, but then you can apply those appropriate allocators to the revenue requirement that you are actually going to collect in 2020, which I think is essential in order to come up with a 2020 rate.

MR. VELLONE:  Okay.  I understand the qualification.  I would still like to see the analysis, please.

MR. ANDRE:  I'm in the Board's hands.

MR. STERNBERG:  If the Panel finds it useful, we're happy to do it.  You've heard the qualification as to why the witnesses say it wouldn't be particularly instructive or relevant.  But if it is useful to have that calculation done for some purpose, we're content to do it.

DR. ELSAYED:  Okay.  If it is readily available, let's do it.  No?

MR. ANDRE:  Well, it's certainly not readily available.  We would have to go back and pull out the data on the 2018 revenue requirement, and put it in the format required to run the cost allocation model.

So I'm not saying it would take a lot of work, but it is not something that could necessarily be turned around in a day or two.  I think we would need a little bit of time to produce that.

DR. ELSAYED:  Mr. Vellone, can you elaborate a little bit more on the relevance to this application?

MR. VELLONE:  Sure.  If you look ahead to part C of this exact same undertaking question, I asked Hydro One to rerun the calculation of the ETS rate using what they forecasted for their export volumes in 2020, which they filed in evidence at VECC 55.

In that circumstance, you can see a 2020 ETS revenue requirement and a 2020 volume, resulting in a rate of 1.21 per megawatt-hour.

The alternative way to deal with this problem, if they would prefer to use a 2018 volume, is to look at what this would become if you use a 2018 revenue requirement.  That's all.

I am trying to give the Board both sets of scenarios, then you can decide.

MR. ANDRE:  If I could add something to that?  So in part E the 2020 volume that Mr. Vellone is pointing to is not what we would say -- it is a number that represents a three-year average of the prior, like, the three prior years where we had exports.

But it is not -- as per the IR that Mr. Clement Li just pointed to, that is not our best forecast of what the export volumes will be in 2020.

The best forecast of what those volumes will be is 18,800 gigawatt-hours, as used in the current ETS calculation.

DR. ELSAYED:  But my understanding is that Mr. Vellone wants information to be able to present another option.  Do you feel that is...


MR. ANDRE:  As I say, mathematically we can do that, but the -- you know, using an 18 revenue requirement -- so he would not be using a revenue requirement consistent with what we're asking for in this application.

He is suggesting, or he is asking that we use a 2018 revenue requirement to work out what the ETS rate should be in 2020.  And, you know, as I say, mathematically we can do it, but why would you use a 2018 revenue requirement to work out a rate that is going to apply in 2020?  It is part that I don't...


DR. ELSAYED:  Actually, I kind of tend to agree, unless you want to qualify further how useful that would be in your argument.

MR. VETSIS:  If the Board Panel is convinced already that that's not an option you would prefer to consider, I can drop the request.

If it is something that you want to see, then that's your call.

[Board Panel members confer]

DR. ELSAYED:  Okay.  The Panel doesn't see that the effort required will be of much help to the Panel.

MR. VELLONE:  Thank you, Mr. Chair.  Can you go to page 60 of my compendium, still on tab 7.  I am down at line 17, and I am reading this response to VECC 55, the response to part B.

I am reading the column titled 2020, and my understanding was that in this interrogatory, VECC asked you to provide the forecast you used for export volumes for 2020, 2021, and 2022.

Am I reading this correctly, that's what that is?

[Witness panel confers]

MR. ANDRE:  Yes.  So the numbers that you see there for 2020, as you can see it represents the 2017-2019 average, just a simple average of the three previous numbers, and that is the number that we used to determine the forecast revenues that we were likely -- that we were expecting to collect in 2020.

Now, recall that when it comes to export revenues, we have a variance account that will track any difference between what we assume we will collect through ETS revenues versus what we actually collect.  So any variance in that amount will be captured in the variance account and returned to customers, or collected from customers.

And so, you know, because you have that variance account, using this three-year average -- which is what we have done in the past whenever we forecast how much revenue we're going to collect from ETS, we have used the three-year average to forecast that number.

This is a bigger number than what we think is the most likely scenario, which is 18.8, as we discussed, 18,800.  But it is a higher number.  It represents a larger amount of revenue coming from ETS on a forecast basis, and that reduces the UTR.

Remember, any revenue that comes from ETS offsets the revenue that you collect -- that you need to collect from UTR rates.

So because it represents a benefit to customers in the near-term, that's why we use the three-year average for the purposes of estimating revenues.

MR. VELLONE:  And I think you said something to this effect in part B of this response, and if I've got it right, are you saying that Hydro One has come up with one export volume forecast for one purpose, cost allocation, rate design, and a completely different 2020 export volume forecast for a different purpose?  Is that right?

MR. ANDRE:  So for cost allocation, we need to use the best available information to determine the most accurate rate.

For the purpose of estimating how much revenues are going to flow, you are correct, this is different than the methodology used for cost allocation, which represents the best available information.

This information -- or this data, in terms of forecasting how much revenues are going to come from ETS, is consistent with the approach that we have used, you know, since 2006, as far as I can recollect, to forecast what ETS revenues are going to be.

But you are correct, they are different.

MR. VELLONE:  Which forecast is right?

MR. ANDRE:  For the purposes of doing cost allocation and determining the correct rate, the best available forecast of -- you know, in 2020 is the right number.

So right now the best available forecast is 18.8.

This number here is used, as I said, for forecasting revenues which are captured by a variance account, so because it represents a benefit to customers to forecast slightly higher ETS revenues at this point, and there's a variance account to capture any difference, we didn't make that change here for the purpose of forecasting revenues.

But the answer to your question in terms of what is right for determining the rate, absolutely, the best available forecast for 2020 would be the right number, and we believe that to be 18,800 gigawatt-hours.

MR. VELLONE:  Except when calculating your revenue?

MR. ANDRE:  Revenue that offsets the UTR revenue and revenue that is collected in -- tracked in a variance account.  So Hydro One absolutely did not make any more or less money by changing this forecast.

This forecast increases that amount.  If it turns out that, you know, ETS revenues come in at 18.8 like we think they will, it means that there will be money -- so 18.8.  We collected less.  So there would be money owing to Hydro One, because we're forecasting a higher volume of exports and therefore revenues, but there is a variance account, Mr. Vellone, that tracks any difference.

So Hydro One, as Mr. Li had said, is completely neutral to ETS revenues.  Hydro One does not make or lose any money on ETS revenues.

MR. VELLONE:  Are generators neutral -- made neutral by that variance account?  I don't think so.

MR. ANDRE:  Ontario consumers are made neutral.

MR. VELLONE:  Right.  Do you do this with any of your other forecasts where you forecast one number for 2020 for one purpose and then a different number for 2020 in a different purpose?  Let's say OM&A, for example.  You have one OM&A forecast for one purpose, cost allocation, rate design, a different OM&A forecast for revenue requirement?  Or something else?

MR. ANDRE:  ETS is a very different -- is a very different component.  It's a form of external revenue, and external revenues, the estimating external revenues and forecasting of external revenues are treated very differently than OM&A and capital components of revenue requirement.

DR. ELSAYED:  Maybe this is a naive question.  Why don't you use the same number?

MR. ANDRE:  We could.  So if we used 18.8 it would mean that we would be forecasting less ETS revenues, and so the UTR rate would go up.  And, you know, so we absolutely could, but it would be disadvantaging the Ontario consumers in the short-term, in the short-term.  There is a variance account that holds everybody neutral.

MR. VELLONE:  Can I ask maybe counter-factual to that, which is, if you use 18.8 to set the ETS rate at $1.85 but the volumes actually come in at what you forecasted it to be at 19.4, exporters will end up paying more; isn't that right?

MR. ANDRE:  They will, and that additional revenue will flow back to Ontario consumers.

MR. VELLONE:  More than what the cost allocation study said they should pay.  They would actually overcontribute as against the costs that are attributable to their export service.  Is that right?

MR. ANDRE:  Yes.  Just the same that if export volumes -- which in that interrogatory -- if I could just go to that interrogatory that had the volumes.

So, yes, it is the one on the board.

I think something I want to highlight here, the reason we believe 18.8 is the best forecast for 2020 is you can see -- and I would like the Board to note on the table, so 2015, export volumes were 23 million gigawatt-hours.  In 2016 they dropped to 22.  In 2017 it has dropped to 19.3.  In 2018, actual, it is dropped to 18.8, effectively, 18.771.

So we have seen that decreasing trend in the export volumes, which is why, when it came to cost allocation, we didn't want to use a three-year average, because we don't think the three-year average -- normally an average -- a three-year average is good when you have ups and downs and you are trying to forecast what it might be in future years.

Here you don't have ups and downs.  You have a noticeable decreasing trend in the export volumes.

So the 2018 actual value we believe to be the most appropriate value to use in 2020.  And to your point --


MR. VELLONE:  Perhaps, could I just interrupt --


MR. ANDRE:  Sorry, if I could finish, because you said if the volumes come in higher.  And what I am suggesting is that based on this pattern the opposite could happen.  The volumes could come in lower, in which case exports or exporters wouldn't be paying their fair share.

MR. VELLONE:  Well, Mr. Andre, I am going to take you to maybe the exact opposite scenario.  If I am reading this response to VECC 55 correctly, is it right that the 2015 actual export volumes were 23,138,052?  Am I reading that right?

MR. ANDRE:  Yes.

MR. VELLONE:  Can you flip back to tab 4 of my compendium and go to page 54.  And I am looking at Table 1.  When you ran the cost allocation last time, your forecasted ETS exports were 16,700,000 megawatt-hours; is that right?

MR. ANDRE:  That's correct.

MR. LI:  Yes.

MR. VELLONE:  So you underforecasted actual exports last time around by 38.55 percent, if I do my math properly.  Subject to check.

MR. ANDRE:  Sorry, what number are you calculating?

MR. VELLONE:  I am looking at your forecasted number.  16, 700,000.  I am looking at the actual -- what actually happened in 2015, which was in VECC 55 previously at 23,135,052.

And I am calculating the shortfall of around 38.55 percent, and you can do an undertaking if you don't want to do the math in your head.

MR. ANDRE:  If you could just bear with me.

[Witness panel confers]

MR. ANDRE:  Yes.  So for the 16.6 value -- so it was done for 2015, so would have represented the forecast volumes in the prior three years.

So -- which were significantly -- I mean, the reason the average is 16.7 is because in 2011 it was 13.8.  In 2012 it was 15.1.  And in 2013 it was 18.9.

So there were some low -- some years where the forecast or where the actual export volumes were quite low.

So that number would have represented the forecast value at that point in time, in 2015.

And I agree, it did come in below what actually materialized in 2015.

MR. VELLONE:  And if I heard you correctly, one of the reasons why you want this Board Panel to approve using a 2020 forecast of export volumes of 18,800 gigawatt-hours is because if you overcollect it goes to the benefit of Ontario consumers?  Did I get that right?

MR. ANDRE:  No.  We want to use 18.8 because we believe that based on the forecast volumes that we just saw in that interrogatory response where the 2018 actual value was 18.8, and it's been decreasing over time, we think that is likely the best forecast of what it will be in 2020.

MR. VELLONE:  We're going in circles here.

MR. ANDRE:  That's the reason.  It's not because of the dollars to flow to consumers.  It's because we think that is the best forecast.

MR. VELLONE:  We will move on, Mr. Chair.  Can you flip to page 62 of tab 7 of the APPrO compendium?

DR. ELSAYED:  Mr. Vellone, can I check how much more time you will need?

MR. VELLONE:  I can finish in two minutes, Mr. Chair.

DR. ELSAYED:  Good.

MR. VELLONE:  Thank you.

DR. ELSAYED:  Thank you.

MR. VELLONE:  My understanding of the response to part C of this question is this is what the ETS rate, 1.21 per megawatt-hour, that's what the ETS rate would be if you used the forecasted volume of 19,403,359.  Is that right?

MR. ANDRE:  Yes, that's correct.

MR. VELLONE:  You will recall in response to APPrO Interrogatory No. 3 -- you don't have to pull it up -- that I asked you to run a revenue-to-cost ratio calculation, comparing your revenues in versus -- using the different rate levels.

One the rate levels I didn't ask you about when I asked you to do that comparison was 1.21 per megawatt-hour.  Can you undertake to update that chart to add in the 1.21 per megawatt-hour?

MR. ANDRE:  Certainly.  It would be updating the response to Exhibit I, tab 3, schedule 3, to include 1.21.  Yes, we can do that.

MR. VELLONE:  Yes.  In another APPrO interrogatory, --oh, yes, please.

MR. SIDLOFSKY:  That will be J7.8.
UNDERTAKING NO. J7.8:  TO UPDATE THE RESPONSE TO EXHIBIT I, TAB 3, SCHEDULED 3, TO INCLUDE 1.21 PER MEGAWATT-HOUR.


MR. VELLONE:  And in a separate APPrO interrogatory, I had asked you to model the impacts on all of the other classes, from a rate point of view, of a series of numbers including 1.25 per megawatt-hour.

Can you just update that to include the rate impacts on other customers of 1.21 per megawatt-hour, please?

MR. ANDRE:  Yes, we can do that.

MR. SIDLOFSKY:  J7.9.
UNDERTAKING NO. J7.9:  TO MODEL THE RATE IMPACT ON OTHER CUSTOMERS OF 1.21 PER MEGAWATT-HOUR.


MR. VELLONE:  It is five o'clock.  Thank you, Mr. Chair.

DR. ELSAYED:  Thank you.  We will adjourn now and we will reconvene tomorrow at 9:30.  Happy Halloween, everyone.
--- Whereupon the hearing adjourned at 5:00 p.m.
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