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Wednesday, June 1, 2022
--- On commencing at 9:34 a.m.

MR. SIDLOFSKY:  Good morning.  We're here for the second day of the technical conference on Hydro One's March 31st and April 8th evidentiary updates and the interrogatory responses that flowed from those.

We will be starting this morning with questions from Anwaatin and DRC, and I understand Nick Daube is appearing for both Anwaatin and DRC.

We also are going to have an appearance from Arlen Sternberg as counsel for Hydro One today.

Mr. Sternberg, if you could introduce yourself.
Appearances:


MR. STERNBERG:  Yes.  Good morning, everyone.  As I mentioned off the record, Mr. Keizer is unable to attend today, so I am appearing instead of him, and it is Arlen Sternberg, counsel to Hydro One, joined by Ms. Burke and Mr. Myers, as Mr. Keizer indicated yesterday.

MR. SIDLOFSKY:  Thanks, Mr. Sternberg.  And I don't believe there are any preliminary issues.  Mr. Sternberg, do you have anything?

MR. STERNBERG:  Not that I am aware of, no.

MR. SIDLOFSKY:  Okay.  Then perhaps we can go ahead.  Mr. Daube, maybe you could introduce yourself and start your questions.
HYDRO ONE NETWORKS INC. - PANEL 2, resumed

Mr. Bruno Jesus,
Mr. Alexander Jackson,
Mr. Joe Cornacchia,
Mr. Joel Jodoin,
Ms. Sabrin Lila,
Mr. Andrew Spencer,
Mr. Chong Kiat Ng,
Mr. Stephen Vetsis,

Bijan Alagheband,
Mr. Rob Berardi.
Examination by Mr. Daube:

MR. DAUBE:  Great.  My name is Nick Daube.  I am counsel to Anwaatin and DRC.

So beginning with Anwaatin this morning, and I will try to remember to say when I am switching to questions on behalf of DRC.

So if it is possible, I would like to start with EB-2021-0110, Exhibit I, tab 14, Schedule O-LPMA-29.

Now, if we go down to the third paragraph of the response, I just want to ask a couple of questions about this paragraph.  Sorry, still on 29, the paragraph that begins with "the selection of Scotiabank was based".

So the first question, once people have had a chance to read the paragraph, is, who were the other proponents considered for the project?

MR. JODOIN:  HI, Mr. Daube, this is Joel Jodoin from Hydro One.  The other companies that were considered were National Bank and BMO.

MR. DAUBE:  And on what basis did you choose the three of them?  Including Scotia, that is?

MR. JODOIN:  Sure.  The process that Hydro One's treasury function undertook to execute the informed evaluation as identified in the interrogatory was largely based on professional experience, education, availability, and capacity to execute the work, and then also the sophistication of the associated model and forecast.

MR. DAUBE:  Were you considering any requests of National Bank or BMO different from the report you eventually obtained from Scotiabank?

MR. JODOIN:  Can you clarify that question, Mr. Daube?

MR. DAUBE:  Yes.  Did you have any discussions with National Bank or BMO concerning reports of a nature different from the ones that you eventually obtained from Scotiabank?

MR. JODOIN:  Not that I'm aware of.  I guess the one caveat that I would say is, I -- and no one on this panel was actually part of the individual discussions with each of the -- with each of the banks.  That was executed from our treasury function at Hydro One.

So I can't confirm with certainty, although I would doubt it.

MR. DAUBE:  Okay.  In your discussions with Scotiabank, what were the purposes of the report that were conveyed to Scotiabank?  What did you tell them it would be used for?

MR. JODOIN:  If we could turn up attachment 1 to Exhibit O-1-2, which is the -- perfect -- which is the Scotiabank report, and Mr. Daube, I will just draw your attention to sort of the summary that Scotiabank put together, starting with the third paragraph, where it identifies that Scotiabank Economics has been asked by Hydro One to offer explanations to a series of questions that broadly relate to why inflation surpassed many forecasters' expectations over 2021 and where we expect inflation to go over 2022 through 2027, and then five questions are summarized just below, and really that was the extent to which we engaged Scotiabank on the report.

MR. DAUBE:  Okay.  Now, maybe we can go back to LPMA 29.  In the same paragraph you say:

"Proponents were evaluated on a number of factors, including experience and qualifications of team members."

And it goes on from there.

In the case of Scotiabank specifically, what experience or other factors left them qualified for this project?

MR. JODOIN:  That response is probably better provided by some of the individuals that were involved in the direct discussion, Mr. Daube.

MR. DAUBE:  Are they here?  Or do you want to tell me by way of undertaking?

MR. JODOIN:  They're not here, and we would be happy to provide that by way of undertaking.

MR. DAUBE:  Okay, thank you.

Now, I take it when you talk about overall approach to the engagement --


MR. SIDLOFSKY:  Sorry to interrupt.  That was an undertaking, correct?  So that will be JTU2.1. 
UNDERTAKING NO. JTU2.01:  TO ADVISE, IN THE CASE OF SCOTIABANK SPECIFICALLY, WHAT EXPERIENCE OR OTHER FACTORS LEFT THEM QUALIFIED FOR THE PROJECT.

MR. DAUBE:  I take it when we talk about overall approach to the engagement, it's the sections that you just took me to in the Scotia report?  Or does it mean something else, when you talk about "overall approach to the engagement" in this paragraph?

MR. JODOIN:  Yeah.  I would elaborate a little bit.  Like, I mention in my first response that availability to actually execute the engagement and the capacity to execute the engagement would likely be included as part of that overall approach, but largely consistent with the questions outlined in the first page of the Scotiabank report.

MR. DAUBE:  Great.  And so this is probably an overlapping question.  When we talk about a number of factors, including experience and qualifications, have you told me everything that constitutes the factors you were referring to in this paragraph?

MR. JODOIN:  That's correct.  I have nothing to add to what is identified here.

MR. DAUBE:  Did Hydro One use a set of internal evaluation criteria as part of this selection process?

MR. JODOIN:  The overall selection process was undertaken as part of a single-source justification, which is in accordance with the supply chain policies and procedures at Hydro One.

It was based on the informal evaluation as summarized in this interrogatory response.

MR. DAUBE:  I'm sorry, can you break that apart for me?  Single source process evaluation, you said?

MR. JODOIN:  Single-source justification, which is in accordance with Hydro One's supply chain policy and procedures.

MR. DAUBE:  Okay.  Do you have a written policy that governs -- that governs that process and when it is appropriate?

MR. BERARDI:  Mr. Daube, it is Rob Berardi from Hydro One.  Yes, we do.

MR. DAUBE:  Okay.  Would it be possible to get a copy of that, and any explanation as to why Hydro One determined it was appropriate and applicable in these circumstances?

MR. BERARDI:  Mr. Daube, we have that in evidence.  I am trying to find the reference.  It is in our original filed evidence.  I am just looking for the reference, if you bear with me for a minute.

MR. DAUBE:  Okay.  I'm happy to be referred to it later on, if we want to keep moving.   But I am in your hands.

MR. BERARDI:  Let's move on and I will provide that reference as soon as I get it.  Thank you.

MR. DAUBE:  Thank you.  So should we record that as an undertaking just to provide the reference?

MR. BERARDI:  I don't think we need an undertaking.  I suggest that I will have it shortly.

MR. DAUBE:  Okay.  You are faster than me with these documents.  Does Hydro One have any internal documents that record discussions concerning the decision to choose Scotia over the other possibilities?

MR. JODOIN:  We do.  We would have internal documents that summarize those discussions.

MR. DAUBE:  Okay.  Can we have them produced, please?

MR. JODOIN:  Yes.

MR. STERNBERG:  Counsel, I am interjecting.  I am not sure of the scope of the documents or whether privilege would attach to any of them.  So what I would suggest is for right now we essentially take your request under advisement.  We will review what documents are available and to the extent they are relevant and not privileged, we will produce them.  And if we take the position there is material that is not properly producible, we will advise.

MR. DAUBE:  Okay, thank you.

MR. SIDLOFSKY:  We will make that JTU2.2.
UNDERTAKING NO. JTU2.02:  TO REVIEW WHAT INTERNAL DOCUMENTS ARE AVAILABLE THAT RECORD DISCUSSIONS CONCERNING THE DECISION TO CHOOSE SCOTIA OVER THE OTHER POSSIBILITIES AND TO THE EXTENT THEY ARE RELEVANT AND NOT PRIVILEGED, PRODUCE THEM. IF HYDRO ONE TAKES THE POSITION THAT THE DOCUMENTS ARE NOT PROPERLY PRODUCIBLE, TO ADVISE.

MR. DAUBE:  I take it from your previous answers that there was no RFP, correct?

MR. JODOIN:  Sorry, Mr. Daube, can you repeat that question?

MR. DAUBE:  No request for proposals?

MR. JODOIN:  That's correct.

MR. BERARDI:  Mr. Daube, this is Rob Berardi again.  I can point you to our procurement process that talks about sourcing procedures and it is E-05-02.

MR. DAUBE:  Okay.  Can you give me -- are you able to give me the general thinking as to why the policy was applicable in this case?

MR. BERARDI:  The policy was applicable under our sourcing procedures.  It's that we have the ability to single-source with looking at multiple proponents and evaluating and making it just a business justification on the proponents we have selected.  That's as per our procurement policies and procedures.

Mr. Daube, I would add as well that running a RFP, a full-blown RFP under time constraints would not be practical as well.

MR. DAUBE:  Okay.  Thank you.  Did Hydro One provide any specific data or other information to Scotiabank before Scotiabank produced the reports that we have on this proceeding?

MR. JODOIN:  No, we did not.

MR. DAUBE:  Was there a discussion as to whether Hydro One would or should provide any such information?

MR. JODOIN:  Not that I am aware of, Mr. Daube.

MR. DAUBE:  Did any conversations on substance, or direction, or instructions to Scotia take place between Scotia and Hydro One after the initial retainer?

MR. STERNBERG:  Counsel, I am just interjecting.  I wasn't involved myself.  I'm not sure to what extent there may have been privileged discussions involving counsel.  I assume you are not asking about those, but perhaps you can clarify what kind of discussions you are asking about.

MR. DAUBE:  Yes.  So I think we've got part of it answered already.  So I take the previous answer to be saying no data or other substantive information provided to Scotia.

So just confirming that is the case both before and after the initial instructions, and also confirming that there was no discussion that would constitute a potential change in instructions, once those initial instructions had been provided.  Is that a better question for you?

MR. STERNBERG:  What I might suggest, just so we're careful in protecting any privileged discussions to the extent there were any, is perhaps we can take your question away by way of undertaking and to the extent we're able to provide a response that is responsive and not privileged, we will.

To the extent there were privileged discussions, we will advise.  Is that acceptable to you?

MR. DAUBE:  Yes, thank you.

MR. SIDLOFSKY:  We will make that JTU2.3.
UNDERTAKING NO. JTU2.03:  TO CONFIRM NO DATA OR OTHER SUBSTANTIVE INFORMATION WAS PROVIDED TO SCOTIA BOTH BEFORE AND AFTER THE INITIAL INSTRUCTIONS, AND ALSO TO CONFIRM THAT THERE WAS NO DISCUSSION THAT WOULD CONSTITUTE A POTENTIAL CHANGE IN INSTRUCTIONS, ONCE THOSE INITIAL INSTRUCTIONS HAD BEEN PROVIDED

MR. DAUBE:  At or around the time of the decision to retain Scotiabank and obtain these reports, what consideration, if any, did Hydro One give as to whether a report assessing the inflationary impact on its specific costs would be helpful?

MR. JODOIN:  It would be helpful if you could clarify your question, Mr. Daube.  Are you asking at what point did Hydro One believe a report was required to support the application update?

MR. DAUBE:  No.  So I mean these are my words.  I see Scotia as more a macro report.  And we heard evidence yesterday about how they weren't asked to, or their view was that -- again my words, that they weren't asked to comment on specific impacts on Hydro One's business.

So I am asking about the other side of that.  What -- well, really whether there were any discussions internal to Hydro One in around this period on whether that kind of a report, external report that would address the impact of everything going on in the world, the impact on your specific costs and your specific business would be helpful.

MR. STERNBERG:  Counsel, perhaps I can take that question back on the same bases I indicated, because I think you may be getting into an area that involves discussions between Hydro One and its counsel that would be privileged regarding the purpose or scope for which the expert was to be retained.

MR. DAUBE:  Yes.

MR. STERNBERG:  I propose that we give you an undertaking on the same basis I just said.  And to the extent we can provide a response that is not privileged, we will do so.  To the extent that what you are asking about involves privileged discussions with counsel, we will indicate that.

MR. DAUBE:  Okay, thank you.  

MR. SIDLOFSKY:  That will be JTU2.4.
UNDERTAKING NO. JTU2.04:  TO CONFIRM WHETHER THERE WERE ANY DISCUSSIONS INTERNAL TO HYDRO ONE IN AROUND THIS PERIOD ON WHETHER AN EXTERNAL REPORT THAT WOULD ADDRESS THE IMPACT OF EVERYTHING GOING ON IN THE WORLD, THE IMPACT ON HYDRO'S SPECIFIC COSTS AND HYDRO'S SPECIFIC BUSINESS

MR. DAUBE:  I have three other questions here that I expect you are going to want to treat on the same basis.  And they probably fall under the kind of information that you would be providing anyway, but I think it is probably easier for you if I get them on the record just so you can decide how you want to elaborate on and treat the first question, if that sounds fine to you.

MR. STERNBERG:  Sure.  If you want, depending on what the questions are, if you want to give us the three questions right now, and assuming it makes sense to undertake to respond on the same basis, we can deal with them all at once.

MR. DAUBE:  Yes.  So number one -- and there's the same sub-bullet for all three of these -- what consideration, if any, has been given to an analysis of how inflationary increases affect Hydro One's costs specifically, and then the sub-bullet is, why was Scotia not asked to consider this?

Number two.  What consideration, if any, has been given to whether certain aspects of Hydro One's prospective work in the future is more exposed to the cost increases it currently faces, and why was Scotia not asked to consider this?

And number three.  What consideration, if any, has been given to whether certain potential projects will become relatively less expensive as compared with other projects more subject to inflation?  Why was Scotia not asked to consider this?

MR. STERNBERG:  Thank you, counsel.  I think it is appropriate to address those three questions by way of undertaking, for the same reasons I said.  So that if we are in a position to provide a response that's not privileged, we will do so.  To the extent the responses are privileged, based on discussions with counsel, we will advise you of that.

MR. DAUBE:  Thank you.

MR. SIDLOFSKY:  I am going to number those separately, just -- I am thinking that will make it easier to keep track of them.  So this will be Undertakings JTU2.5, JTU2.6, and JTU2.7.
UNDERTAKING NO. JTU2.05:  TO ADVISE WHAT CONSIDERATION, IF ANY, HAS BEEN GIVEN TO AN ANALYSIS OF HOW INFLATIONARY INCREASES AFFECT HYDRO ONE'S COSTS SPECIFICALLY, AND THEN WHY WAS SCOTIA NOT ASKED TO CONSIDER THIS.
UNDERTAKING NO. JTU2.06:  TO ADVISE WHAT CONSIDERATION, IF ANY, HAS BEEN GIVEN TO WHETHER CERTAIN ASPECTS OF HYDRO ONE'S PROSPECTIVE WORK IN THE FUTURE IS MORE EXPOSED TO THE COST INCREASES IT CURRENTLY FACES, AND WHY WAS SCOTIA NOT ASKED TO CONSIDER THIS.
UNDERTAKING NO. JTU2.07:  TO ADVISE WHAT CONSIDERATION, IF ANY, HAS BEEN GIVEN TO WHETHER CERTAIN POTENTIAL PROJECTS WILL BECOME RELATIVELY LESS EXPENSIVE AS COMPARED WITH OTHER PROJECTS MORE SUBJECT TO INFLATION.  WHY WAS SCOTIA NOT ASKED TO CONSIDER THIS.

MR. DAUBE:  I hope I have the reference right here.  The next document I would like to go to is EB-2021-0110, Exhibit O, tab 1, Schedule 2.

And I would like to go to the fifth page, which is section 2.2.  And I take it from the -- well, let me just ask the question directly.

Was Scotiabank asked to comment on any of the specific cost exposures that Hydro One lists in this section?

MR. BERARDI:  No, they were not.  This is Rob Berardi.  However, we -- as by way of undertaking, believe with Mr. Rubenstein's undertaking, we will be providing -- and I believe it will also be in your undertaking, Mr. Daube -- is we have engaged Wood Mackenzie to review some of our cost models with respect to inflation and commodities and transportation and fuel.

MR. DAUBE:  Thank you.  Can we go, please, to EB-2021-0110, Exhibit I, tab 2, Anwaatin 8.  So the response to C here.

I can ask the question, but if you need more time to read, please let me know and I am happy to repeat.

So the response indicates that Hydro One did not compare the Scotia report with other forecasts.  We -- I think this is an obvious question, but we take this to mean that you are saying after it was finalized and provided to you, and not at any other time.  Is that correct?

MR. JODOIN:  That's correct.  When the final report was issued and Hydro One utilized that to update the Ontario CPI planning assumption relative to what we had originally included in our application, we relied on the Scotiabank report.

MR. DAUBE:  Prior to Scotiabank providing you with any of the reports in this proceeding, was there any comparison of Scotiabank's conclusions, either in the public domain or provided to you by another mechanism?  Was there any comparison of that information with the kind of information and conclusions that other entities were providing on similar topics?

MR. JODOIN:  Mr. Daube, I think because it was, like I said before, a treasury team was in the sort of the direct process before receiving the final report, it is probably better served that by way of undertaking we look to provide that, to provide that certain answer, as opposed to me speculating.

MR. DAUBE:  Yes.  And let me narrow it for you.  Like, I'm not -- you know, please don't look at what you're undertaking to do in a month or two and think that I am asking for comparisons going back to the 1890s here.

I am looking for whether there was any general comparison, general analysis, given to the various -- you have listed banks, but I would say entities in the financial sector, their general positions and conclusions on recent inflationary trends.

MR. JODOIN:  Thanks.  That makes sense.

MR. SIDLOFSKY:  JTU2.8. 
UNDERTAKING NO. JTU2.08:  TO ADVISE WHETHER THERE WAS ANY GENERAL COMPARISON, GENERAL ANALYSIS, GIVEN TO THE VARIOUS ENTITIES IN THE FINANCIAL SECTOR, THEIR GENERAL POSITIONS AND CONCLUSIONS ON RECENT INFLATIONARY TRENDS.

MR. DAUBE:  So going back to the Hydro One exhibit at 2021-00 -- 0110, Exhibit 1, tab 1.  So this is the Scotia report attachment.  I am asking as a general question, what measures included in Scotia's Ontario CPI calculations have a material impact on Hydro One?  And I would be interested in specific comment on whether housing has a material impact, whether fossil fuel has a material impact, copper too -- copper, aluminum, and steel are the other ones I have listed here.

Do you want to do that by undertaking, or do you want to do that --


MR. BERARDI:  Mr. Daube, it is Rob Berardi again.  I would suggest the discussion that Scotia has with respect to commodities and supply-chain challenges and fuel have the biggest impact to Hydro One.

So what we're seeing in 2022 is significant impacts for those commodities.  You know, going back to the reference that you made on -- let me see if I can find it.  It is O-01-02 -- when we provide some information on what we're seeing in commodities, and I am just trying to find the specific reference.  It is on section 2.2, and it is line 16 to line 19.

So you are seeing those significant impacts, copper 27 percent, aluminum 42 percent, steel 112 percent, and so on.  So those are having significant impacts for our materials and services, as well as shipping prices.

Going on to the next page, page 6, and specifically sentence number or line number 2, that talks about 103 percent on shipping prices.  So those are having direct impacts to our pricing of our work programs.

MR. DAUBE:  Great.  Thank you.  So I don't see housing and fossil fuel, unless I am mistaken, in any of the information that Hydro One has provided.

So I guess the first question is, do you want to point me to a location where they do appear.  And the second question is, is it fair to say that Hydro One does not consider housing and fossil fuel to be material impacts on its business at this time?

MR. JODOIN:  Mr. Daube, I think it would be helpful just because there is some cross-functional elements here, if we could get a quick breakout room to discuss.

MR. DAUBE:  Sure.

MR. JODOIN:  Thanks.

MS. SANASIE:  The room is open.

[Witness panel confer in breakout room.]


MR. BERARDI:  Mr. Daube, it is Rob Berardi.  I would like to comment on fossil fuel, your question on fossil fuel.

And I would like to provide you a reference, and it is O-Pollution Probe-024, where we're seeing significant increases in gasoline prices and diesel.

So if you refer to table 1 -- oh, I will wait until we get that up on the screen.

So table 1, as you can see from January 2021 to January 2022 as an example, and we know that those prices are significantly higher as of April and May, we're seeing a 32 percent year-over-year increase.

And if we go down to the second table, which is diesel, and this one has a larger impact with our internal fleet.  So for instance, you are seeing a January to January 36 percent -- 36.2 percent.  But if you look at it from -- if you look at April, we're seeing a 62 percent increase.

So we're seeing significant increases in fuel and this is impacting our current costs of our internal fleet.  We have increased our forecast significantly for 2022 due to fuel.

Now I will maybe pass it over to Mr. Jodoin to talk about CPI.

MR. JODOIN:  Thanks, Mr. Berardi.  I think, Mr. Daube, we also wanted to sort of elaborate a little bit on a separate interrogatory that talks a little bit about why Ontario CPI is an appropriate metric for Hydro One to utilize in this application, and that is Staff 357.

We don't have to necessarily pull that up.  I can speak to it a little bit.

Like other utilities in Ontario, Hydro One has utilized Ontario's CPI.  So there is definitely a precedent in this setting to utilizing -- utilizing this in our cost forecasts.  It is well established, it represents broad cost trends widely used by governments, businesses, other financial institutions, the central bank.

But also, Ontario's CPI better reflects the overall inflationary pressures that our customers feel.  So utilizing this means we must manage within a level that our customers are feeling, and expecting that that level of inflation -- I know Mr. Berardi had identified earlier some very specific materials that are exceeding well and above the Ontario CPI metric.

So there is an element of this approach that is conservative for Hydro One, but we stand behind it because we think it is a good reflection of what our customers face.

MR. DAUBE:  Okay.  Thank you.  Can we go to SEC 244, the first attachment, on the 14th page.  So just the general question:  Who at Hydro One reviewed this report and for what purpose, or for what general purpose?

MR. JODOIN:  I think we have -- if we go back to the base response, the second paragraph of the response -- yes, just up a little bit, just where we identify.

So attachments 1 through 4 in this response are reports utilized by the pension department for Hydro One for the purposes of risk management with respect to the plan's asset mix.

MR. DAUBE:  Okay.  So we read the numbers in this report as being lower than the numbers -- generally lower than the numbers in the Scotiabank report.  So whether or not you agree with that, we would like to know what response did Hydro One have to the numbers, specifically in the Canadian section of the report.

MR. JODOIN:  Yes.  For the purposes of the inflation update, they weren't considered.

The attachment 1 was utilized solely by Hydro One's pension team for the purpose identified in the response here.

MR. DAUBE:  Thank you.  So this section is, with apologies for delivering the documents after-hours last night, just a few questions here on electrification and electrification trends.  So I don't think I need to take you to documents for this.  I think it is pretty self-evident, but I have references here if counsel would prefer.

One of the factors contributing to inflation that Scotia has described is the Russian invasion of Ukraine.  The question here is just -- and I can take you to the New York Times article, if it is helpful, but is -- oh, thank you, you did get it in.  So the question here is, does Hydro One have a general awareness that the EU just reached an agreement on a near total ban of Russian fossil fuels?

MR. VETSIS:  We did do a high-level review of the documents provided, yes.

MR. DAUBE:  And I assume --


[Reporter appeals]


MR. VETSIS:  This is Stephen Vetsis of Hydro One.

MR. DAUBE:  Okay, thank you.  If and when Scotiabank updates its forecasts for you, could you please undertake to ensure that they consider the specific development in their analysis?

MR. VETSIS:  I would note that the testimony yesterday of our Scotiabank witness was that they're using sort of their off-the-shelf model.  We're not -- we haven't asked them to change the model or the forecasting approach that they use.  And so to the extent that they deem that appropriate through their regular practice, they will do so based on their expertise.

MR. DAUBE:  Okay.  Well, in that case, I mean, I would be very surprised if this sort of thing doesn't form part of their analysis, but in that case, the undertaking -- or the request for undertaking I would like on the record, please, is, in the event they haven't considered this development in the normal course, that you provide a specific request to them to supplement any future report with consideration in their analysis of this development.

MR. STERNBERG:  Counsel, I think for right now it is appropriate that we take that request under advisement.  We would need to find out what updates Scotia may be doing and based on what they do it and then, depending on that, consider the appropriateness or relevance of your request.

So on that basis, we will take the request under advisement for now.

MR. DAUBE:  Yes, thank you.

MR. SIDLOFSKY:  Sorry.  Just to be clear, Mr. Sternberg, are you giving the undertaking and the possibility is that you won't provide a response?  Or are you not prepared to give the undertaking?

MR. STERNBERG:  Yes.  For clarity, what we will undertake to do is further consider the request.  And if we're prepared to ask Scotia to undertake that additional analysis, we will.  And if Hydro One is not prepared to do that, for whatever reason, we will advise.

MR. SIDLOFSKY:  Okay.  Great.  Thanks.  So we will give that a number, and it will be JTU2.9. 
UNDERTAKING NO. JTU2.09:  TO ENSURE THAT SCOTIABANK, IN THE EVENT THEY HAVEN'T CONSIDERED IN THE NORMAL COURSE THE IMPACT OF THE EU'S NEAR-TOTAL BAN ON RUSSIAN FOSSIL FUELS, THAT YOU PROVIDE A SPECIFIC REQUEST TO THEM TO SUPPLEMENT ANY FUTURE REPORT WITH CONSIDERATION IN THEIR ANALYSIS OF THIS DEVELOPMENT.

MR. DAUBE:  Okay.  I mean, I understand that to be taken under advisement, which is fine.

Will Hydro One be presenting anyone from the IESO to speak to these European developments and what impact it may have on their conservation forecasting and IRP?

MR. VETSIS:  No.

MR. DAUBE:  Will you be presenting anyone from IESO that will speak to the Russian fossil fuel ban or the subject of electrification?

MR. VETSIS:  No.

MR. DAUBE:  Does Hydro One have any views on whether these developments alter the demand or provide any further incentive for electrification domestically, here in Canada?

MR. STERNBERG:  Counsel, I am just interjecting.  I am mindful of Procedural Order No. 5 scope of the TC, that it is for purposes of clarifying responses to interrogatories on the application update.

Can you assist us, is this a follow-up to a particular undertaking response?

MR. DAUBE:  I think I am still embedded in a general, you know, what did Scotia go to when -- and not go to.  But I appreciate I am pushing the limits here.  So, you know, if you want to refuse the question, we can -- this is the last one or two, for what it is worth, but, you know, I appreciate I am pushing the limit here.

MR. STERNBERG:  If the panel is able to assist you on this one, I am fine with that.  If not, it may be a question we also need to take back and further consider.

MR. VETSIS:  Mr. Daube, based on our initial high-level review, what we see here is a document of a policy response to an energy transition in the EU.

There's nothing here that we can see right now that would connect.  Any connections would be purely speculation at this point.  So I think from our perspective, it is not clear what the relevance of these documents are to our load forecast for the test period of this application.

MR. DAUBE:  Thank you.  Can we go, please, to 0110, Exhibit I, tab 22, Schedule SEC 244.  Sorry, do you just need that last bit, SEC 244, when I am giving the references?

MS. LEE:  Yes, that is sufficient.

MR. DAUBE:  Thank you.

MR. SIDLOFSKY:  Sorry to interrupt you, Mr. Daube.  But the New York Times article, did you want that to have an exhibit number or...

MR. DAUBE:  Yes.  I think if that is possible.

MR. SIDLOFSKY:  Okay.  We will make that KTU2.1. 
EXHIBIT NO. KTU2.1:  NEW YORK TIMES ARTICLE PROVIDED BY MR. DAUBE.

MR. DAUBE:  Thank you.  Okay.  There is a reference here to, if you scroll down a little bit -- maybe a little bit more.  There it is -- the IHS Global Insight report.  So just curious how this report [audio dropout]


MR. VETSIS:  Sorry, there was noise at the back end of that question there, Mr. Daube.

MR. DAUBE:  Oh, sorry.  That's probably me shuffling papers.  How was the report used, the IHS Global Insight report?

MR. ALAGHEBAND:  The IHS Global Insight report, in conjunction with other reports that we have, to come up with, you know, the reasonable forecast for economic factors.  So we have, for example, when we do the consensus forecast for GDP, this is one of the sources that we look at in conjunction with almost more than another nine sources to come up with an average of what would be the growth rate of GDP in the future.  And so that is the extent of it, yes.

MR. DAUBE:  Okay.  Can we get production of that report, please.

MR. VETSIS:  I believe there was an undertaking to provide that yesterday.

MR. DAUBE:  Great.  Anwaatin 7 is the next document I would like to go to, please.  And on the second page, there is the question that I have been looking for some follow-up on.

So I count three documents that Hydro One lists.  I just want to confirm, was there anything that formed part of Hydro One's consideration of the interests of Indigenous customers beyond the documents and factors listed on this page?

MR. JESUS:  No, we did not.  Those are the factors.

MR. DAUBE:  How do I want to ask this?  What special considerations, if any, did Indigenous customers receive that non-Indigenous customers did not?  How would you describe any special considerations that Indigenous customers received?

And if you want to just refer to these documents and say, "Nick, the answer is already there," that's fine.

MR. JESUS:  I would answer that we treated all of the customers the same in this update for inflation.

MR. DAUBE:  Okay.  Then my next question is, how did consideration of Indigenous interests affect Hydro One's proposal, as distinct from considerations relating to the general customer base?  And I think -- am I right to assume you just answered that question?  They didn't?

MR. JESUS:  That's correct.

MR. DAUBE:  There is a quote on this page, I think it is on this page that the approach shields customers from inflation while achieving outcomes valued by customers.

I think I have lost the reference.  Well, I think I can still ask this question.  Is there a document or set of documents that establishes that shielding customers from inflation, while achieving outcomes valued from customers, is a preferred outcome as opposed to other outcomes?

MR. JESUS:  I would suggest that we took the approach that we did to defer the inflationary impacts to the next rate application, in order to provide relief during this rate period when our customers are experiencing unprecedented inflation.

And so our -- we took -- we made this voluntary approach to defer those costs to the next rate application.

MR. DAUBE:  Can Hydro One point to anything that demonstrates that that's what customers would prefer as opposed to other outcomes, like paying inflationary costs now, deferring work?

MR. STERNBERG:  Counsel, just for clarification, are you asking for documents -- any documents other than the documents that are referred to in the response?

MR. DAUBE:  I mean, if Hydro One's position is that those documents demonstrate it, then that is an answer, too.

MR. JESUS:  I think, Mr. Daube, it is important to look at the second sentence in that paragraph.  Effectively, what we're wanting to do is to deliver on the customer needs and preferences and deliver on the outcomes that were expressed by customers, including Indigenous customers during the customer engagement surveys that took place as part of our pre-filed evidence.

So by doing what we're proposing, we will be able to execute the plan as outlined and as preferred by the customer engagement results.

MR. DAUBE:  There was no specific consultation done on the 10 percent threshold question.  Is that correct?

MR. JESUS:  That is correct.

MR. DAUBE:  I think this is clear.  I just want to confirm.  No specific consultation on whether to defer costs until after 2027, or to defer work until the next rate period after 2027?

MR. JESUS:  That is correct.

MR. DAUBE:  And same answer, no consultation on deferral of costs of inflation to the next rate period?

MR. JESUS:  That is correct.

MR. DAUBE:  Just a few questions about Hydro One's Indigenous policy and how it applies to this answer here.

I have the reference to the Indigenous policy -- Indigenous Relations Policy, if it is helpful for you.  It is Exhibit I-2-A-Anwaatin 1, and it's the second attachment.  There we are.

So just a general question.  I just want to confirm this is still the applicable Indigenous Relations Policy.


MR. JESUS:  Subject to check, I would suggest that that is our policy.  I'm not sure if there's been updates since then, but we can check.

MR. DAUBE:  Okay, thank you.  While you are performing that check, if you wouldn't mind, if there are any other governing policy instruments that apply to the questions in this proceeding, I assume they've already been produced.  But of course I would like to see those as well, please.

MR. SIDLOFSKY:  Sorry to interrupt.  Let's give that an undertaking number, JTU2.10.


UNDERTAKING NO. JTU2.10:  (A) TO CONFIRM THAT EXHIBIT I-2-A-ANWAATIN 1, ATTACHMENT 2, IS STILL THE APPLICABLE INDGENOUS RELATIONS POLICY; IF THERE ARE ANY OTHER GOVERNING POLICY INSTRUMENTS THAT APPLY TO THE QUESTIONS IN THIS PROCEEDING, TO ENSURE THEY ARE PRODUCED


MR. DAUBE:  What is Hydro One's position on whether the Indigenous Relations Policy applies to the setting of rates?  I take it that the position is that it does apply to the setting of rates?

MR. STERNBERG:  Counsel, I am just interjecting again.  I am mindful of the scope of this TC.  Is there an interrogatory relating to the application update or introductory response that this question goes to?  It sounds like it is a question that relates to the original evidence, and it could have been subject to the original technical conference.

MR. DAUBE:  Yes.  I am trying to reconcile the policy with Anwaatin 7 that we were just on.  So we've heard evidence that there were no -- my words -- specific consultations with Indigenous partners, and it didn't sound like -- again, my words -- there were special considerations provided.

So I am trying to -- I am trying to reconcile this document and Hydro One's position on it with those realities.

MR. STERNBERG:  Well, right now that's fine.  I would  ask you to be mindful of asking follow-up questions to IR responses.  And of course, as indicated at the outset, any cross-examination would be properly done at the hearing.

But with those considerations in mind, we can proceed with your questions.

MR. DAUBE:  Okay, thank you.  Well, let me ask it this way, then.  Does this policy apply to the kinds of conversations that we just saw described in the response to Anwaatin 7?

MR. JESUS:  Can we have a breakout room, please.

MR. DAUBE:  Yes.

[Witness panel confers in breakout room]


MR. SIDLOFSKY:  Mr. Daube, while the panel is out discussing this, do you have a sense of timing?  I take it you are still on Anwaatin questions, but we're just coming up on the hour set aside for both Anwaatin and DRC.

MR. DAUBE:  Yes.  So this is my last chapter for Anwaatin.  Then I've got -- I've got a -- and that will be five pages done.  Then I've got a page-and-a-half for DRC here, and I think we may be able to move --

MR. SIDLOFSKY:  So are we talking 15 minutes?  Or...

MR. DAUBE:  I would -- you know, I don't want to be overly optimistic here.  I would say 20.

MR. SIDLOFSKY:  Okay.  Thanks.

MR. DAUBE:  Yes.  Thanks for your patience.

(Witness panel continues to confer in breakout room)

MR. VETSIS:  Hi, Mr. Daube, can you hear me?

MR. DAUBE:  Yes.

MR. VETSIS:  So in response to your question specifically within the context of rate-setting, when we set rates we set rates -- you know, we don't set rates specifically for Indigenous customers.  We group our customers based on classes and set rates equally for all.

But where the aspect from a rate-setting perspective comes into play with Indigenous customers is usually at the public-policy level where there exists various mechanisms for rate relief specifically for Indigenous customers.

So, yes, from a rate-setting perspective we treat them equally to others and...

MR. DAUBE:  So policy as distinct from the kinds of material changes that we're seeing here?

MR. VETSIS:  I'm sorry, I didn't quite understand your question there.

MR. DAUBE:  I am just trying to understand your response and trying to understand what the policy level entails.

MR. VETSIS:  So what I meant from policy specifically is not actually in reference to this specific Indigenous relations policy.  I meant from a rate-setting perspective, public policy.  So at the government level.  There are certain rate-relief mechanisms which exist for Indigenous customers.

MR. DAUBE:  Hmm-hmm.  So that's distinct from -- you would not loop -- you would not include in that bucket material changes to rates; is that correct?

MR. VETSIS:  I'm sorry, which bucket?

MR. DAUBE:  Well, the kinds of discussions that, if I understand -- I guess maybe this is a better way of asking the question.  How -- what's Hydro One's position as to how the policy that we have up on the screen, how it informs conversations of the kind described in Anwaatin 7?

MR. VETSIS:  Perhaps that might be more easily -- better addressed through an undertaking.

MR. DAUBE:  Sure.

MR. SIDLOFSKY:  That will be JTU2.11. 
UNDERTAKING NO. JTU2.11:  TO ADVISE OF HYDRO ONE'S POSITION AS TO HOW THE POLICY INFORMS CONVERSATIONS OF THE KIND DESCRIBED IN ANWAATIN 7.

MR. DAUBE:  And counsel, you may refuse this, so just letting you know so you can be on your toes -- these are my last two questions before I move to DRC questions.

How does any seven-generation approach brought to bear in Indigenous decision-making affect the kinds of conversations that we see described in the response to Anwaatin 7 here?

MR. STERNBERG:  Counsel, I am not -- I'm not sure offhand of the relevance to that or whether that would be within the scope.  Why don't we do this for right now.  We will effectively take it under advisement, so we will undertake to further consider that question, and if we're prepared to respond to it as being appropriate we will do so, and if we take the position that it is not a proper question and we object to answering it, we will advise.

MR. DAUBE:  Yes.  And very similar question here that I expect just on the basis of what you have told me before, you're going to take --

MR. SIDLOFSKY:  Sorry, I will just stop you before you ask that --

MR. DAUBE:  My apologies.

MR. SIDLOFSKY:  We will give the previous one the number JTU2.12. 
UNDERTAKING NO. JTU2.12:  TO ADVISE HOW ANY SEVEN-GENERATION APPROACH BROUGHT TO BEAR IN INDIGENOUS DECISION-MAKING AFFECT THE KINDS OF CONVERSATIONS DESCRIBED IN THE RESPONSE TO ANWAATIN 7.

MR. DAUBE:  And a similar question is whether consideration of intergenerational impacts, how that should or did inform the kind of conversations and consultations described in the answer to Anwaatin 7.

MR. STERNBERG:  For the same reason, we will effectively take it under advisement.  So we will undertake to further consider the question and either provide an answer, or if Hydro One objects to it, we will advise.

MR. DAUBE:  Thank you.

MR. SIDLOFSKY:  So that will be JTU2.14 (sic). 
UNDERTAKING NO. JTU2.13:  TO ADVISE WHETHER CONSIDERATION OF INTERGENERATIONAL IMPACTS, HOW THAT SHOULD OR DID INFORM THE KIND OF CONVERSATIONS AND CONSULTATIONS DESCRIBED IN THE ANSWER TO ANWAATIN 7.

MR. DAUBE:  I have a relatively short chapter here for DRC and then a relatively short chapter for Anwaatin and then I am done.  So if it is all right with everyone, is it okay if I toggle back and forth?

MR. STERNBERG:  That should be fine.

MR. DAUBE:  Great.  Thank you.  So moving to DRC.  Looking at PP-024, please.  We actually had this up before, where I want to go.  The fourth page.

MR. SIDLOFSKY:  Sorry, while you are scrolling, I think I may have made a mistake in the numbering.  I think that last one was JTU2.13.  Sorry about that.

MR. DAUBE:  So the third paragraph to B is where I want to go.  This is probably me being thick, is my bet.  But can you just do the math for me?  How do we arrive at the assumed fuel price of 1.68 a litre?

MR. BERARDI:  This is Rob Berardi.  It does not include taxes.  So there is a reference to -- if you take a look at line 14, so the 1.68 is actually a 1.90 when including 13 percent tax.

MR. DAUBE:  Okay.  So where does the 1.90 come from?

MR. BERARDI:  The reference is below.  If you see that reference, it is from Ontario and fuel surveys information.

MR. DAUBE:  Hmm-hmm.  But I take it that you're averaging, right?

MR. BERARDI:  That's correct, Mr. Daube.  We are averaging for the month, but it is based on that reference that we've provided in the footnote.

MR. DAUBE:  Yes.  I just went there and I couldn't  figure it out.  I mean, they have tables and tables.  So are you averaging -- are you averaging several months, or is it a specific month?

MR. BERARDI:  I believe we're taking the average for each of the months from 2021 to 2022, as per that reference.

MR. DAUBE:  Okay.  Do you -- well, let me ask this.  What work, if any, has Hydro One done on future projections?

MR. BERARDI:  Can you provide some clarity on what you mean by future projections?  Are you referring to our internal fleet?

MR. DAUBE:  Well, no.  On the 1.68 number, I mean -- I'm assuming that if we're averaging the past however many months that the number is actually higher at the moment -- well, as of today.

So I am just wondering -- I guess I'm going to have two questions.  Just generally, what work has Hydro One done for expectations of what the price is going to be over the next however long?  And then does it take a position on what the price is today?

MR. BERARDI:  For our internal fleet, Mr. Daube, we provide an internal forecast on a monthly basis, based on the latest information.

So as you can see, there is significant volatility.  And to provide you a little bit more of background on what we're seeing with our internal fleet, so our internal fleet consumption is approximately $28 million for 2022.  We're forecasting that to be $44 million, and that was our latest forecast.  So an increase of $16 million for our internal fleet and for fuel consumption.

We will be updating that forecast on a monthly basis.  As you can appreciate the volatility, you know, we're seeing prices at the pump right now in the two-dollar mark.

MR. DAUBE:  Do we have documents in this proceeding that set out that position and that expectation of the increase?

MR. BERARDI:  We can provide that information by way of an undertaking.

MR. DAUBE:  Thank you.

MR. SIDLOFSKY:  And we will make that JTU2.14.
UNDERTAKING NO. JTU2.14:  WITH REFERENCE TO FORECAST FOR ASSUMED FUEL PRICES AS SHOWN IN PP-024(B), TO PROVIDE DOCUMENTS THAT SET OUT THE POSITION AND THE EXPECTATION OF INCREASE


MR. DAUBE:  On the next page, I am just looking for the -- here we are.

So in the second body paragraph that begins with "the inflationary pressures", the last sentence is the one that I want to ask about.  The sentence that begins with "the updated fuel savings".

So I ask this question appreciating it is going to vary by vehicle.  But what work, if any, has Hydro One done to assess what the price point is -- what the price point is for fuel before costs of investing in EV are fully offset?  Does that make sense?

MR. BERARDI:  No, I think I would need a little bit more clarity on that question, Mr. Daube.

MR. DAUBE:  So presumably there is a point where the costs of fuel increases to a sufficient level that the costs that you have on the other side of the ledger relating to any increased costs of EVs are offset.  That is what I take you to be saying here.  And then if fuel continues to increase, it's already cheaper to purchase the EV.  It is just at that point what your savings are.

So the basic question in here is, what does the price of fuel have to be before the position in this final sentence is true?

MR. BERARDI:  I am going to ask you a question and hopefully I can get some clarity.  I believe you are looking for what the break-even point is.

MR. DAUBE:  That's correct.

MR. BERARDI:  Where it is economical for us to move to EVs, what price point in fuel would that be.  Is that correct, Mr. Daube?

MR. DAUBE:  That's right.

MR. BERARDI:  I do not have that information in front of me, but we can provide it by way of an undertaking.

MR. DAUBE:  Thank you.  And then the related -- sorry, I should have --


MR. SIDLOFSKY:  We will number that at JTU 2.15.


UNDERTAKING NO. JTU 2.15:  TO EXPLAIN THE CALCULATION OF THE BREAK-EVEN PRICE FOR FUEL, WHERE IT BECOMES ECONOMICAL TO MOVE TO EVS; TO ADVISE WHETHER THERE ARE DIFFERENT BREAK-EVEN PRICE POINTS FOR DIFFERENT TYPES OF VEHICLES


MR. DAUBE:  The related question is -- which I am sure will form part of your response anyway, but is there a different price point, or break-even point as you put it, for different types of vehicles?

MR. BERARDI:  We will comment in that same undertaking, if that is okay?

MR. DAUBE:  Thank you.  Now, I take you to be 
saying -- I take you to be commenting in this paragraph on what happens when the time comes to decide which vehicle to purchase, and there is no comment on early retirement of vehicles.  Is that correct?

MR. BERARDI:  No, that's not entirely correct.  If you are looking at this answer in isolation, you have to look at our capital investment for our fleet, and our EV strategy which talks about, you know, our EVs by 2025 replacing our light vehicles by 50 percent, and then by 2030 replacing our full complement of fleet at 50 percent by 2030.

MR. DAUBE:  So if fuel prices continue to go up, is part of what's fueling those estimates the idea that there will be more of a case for early retirement of vehicles using fossil fuels in favour of EVs?

MR. BERARDI:  Mr. Daube, we're taking a gradual and balanced approach with retiring our combustion engines.

We need to ensure that we do not introduce operational risk, for instance on storm response.

So our plan that we have as part of our evidence does show that gradual approach, and the balanced approach as well.

And I also wanted to comment that in some of our northern communities, a lot of the -- a lot of the infrastructure is not available.

MR. DAUBE:  Okay.  So does that mean that Hydro One has or hasn't done work contemplating the early retirement of vehicles using fossil fuels in favour of EVs if prices continue to go up?

MR. BERARDI:  Our plan has the built-in flexibility, provided our capital envelopes do get approved for fleet and other, to flex up or down depending on the economic situation.

So if we have -- if there is a benefit to customers, we would be able to flex and accelerate some of those EV purchases.

MR. DAUBE:  Okay, thank you.  The third paragraph here talks about supply challenges.  Does Hydro One take a view as to how long those supply challenges will continue?

MR. BERARDI:  I can't really speculate with the future, but I can provide you some visibility to our current lead times.

So for instance, traditionally, procuring a bucket truck was nine to 12 months.  We are now seeing that being 18 to 24 months, with the microchip shortage and other global supply-chain challenges.

MR. DAUBE:  Okay.  But is it safe to assume you haven't gone out -- Hydro One is not an expert on EV supply chains or availability, and you haven't gone out and obtained advice on that.  Is that right?

MR. BERARDI:  I'd say that we have supplier relations with our original equipment manufacturers.

So we're in constant communications with some of our key suppliers, and they've provided some of the insights on the extended lead times on EVs and combustion engine vehicles.

MR. DAUBE:  Okay.  So how long do you expect the supply challenges that you describe in this paragraph to continue?

MR. BERARDI:  Again, Mr. Daube, I am not prepared to speculate.  It is very volatile.  But I am really not prepared to speculate.  I can comment on what we're seeing today on those lead times and some of those challenges we're seeing and price escalations.

MR. DAUBE:  Okay.  So the final chapter here is back to Anwaatin, please.  If we could pull up Pollution Probe 26.  There is a reference here to -- and sorry if I didn't say this on the record.  These are Anwaatin questions --  There is a reference here on the second page, is the responses, I think -- where is it?  97 percent of transmission [audio dropout]  We --


[Reporter appeals.]


MR. DAUBE:  No, and I was mumbling, so I was making it even more difficult for you.  So we spoke about this yesterday.  97 percent of transmission projects as being mandatory.

So my question -- I hope you have the reference available, but where I want to go is ISD-D-SS 04.  Great.

And the general question is, would the projects listed in this document -- and if you need time to figure this out, that's fine -- would the projects listed in here be considered as mandatory or discretionary under the 97 percent, 3 percent divide?

MR. JACKSON:  Mr. Daube, it is Alexander Jackson from Hydro One, and if I could just clarify the earlier point.  In terms of the Pollution Probe IR reference, there was two figures cited for system service.  There is a 97 percent associated with transmission and a 15 percent associated with distribution.

And so as we go back to D-SS 04, that would be distribution investment tied to the 15 percent.  I am not sure if that changes your question, necessarily, but I just wanted to clarify that first.

MR. DAUBE:  No.  The basic question is whether the projects here, Hydro One considers them mandatory or not.

MR. JACKSON:  With regards to the energy storage solution projects, we do consider them non-mandatory.

With that being said, as we have articulated in the prior referred-to Pollution Probe interrogatory, the plan that we have put forward does address a number of customer needs and preferences.  In particular, the energy storage investment is directly responsive to feedback that we receive through phase 2 of customer engagement.

So while it is not mandatory per se, we do feel as though there is some significant customer support for proceeding with those investments.

MR. DAUBE:  Okay.  Where does grid-related battery storage projects fall?  So projects to address reliability, reliability in lieu of building wire solutions?

MR. JACKSON:  I believe as part of the earlier technical conference that we did not necessarily identify specific non-wires alternatives to address sort of traditional wire solutions.

The projects that have been put forward here are addressing a specific need as it relates to reliability improvements, but they, again, would fall under the non-mandatory category.

MR. DAUBE:  Okay.  Have you done any work on how inflationary impacts and specifically the price increases for copper, how that affects the assessments and the information that you provide in this document?  And specifically what I am trying to get at is how it is going to impact the viability of wires versus energy storage projects.

MR. JACKSON:  Could we request a brief breakout room?  This is a cross-functional item.

MR. DAUBE:  For sure.  Can I leave you with one more question that you consider as part of your conversation?  My next question is going to be for an undertaking to get us a general sense of where the cost differential is going as between storage versus wire solutions for the projects outlined in this document.

[Witness panel confer in breakout room]

MR. DAUBE:  I just have one last question once -- unless I have follow-ups for those two.

MR. JACKSON:  Thank you, Mr. Daube.  With regard to your questions, there’s a few different components we will try to unpack.

I think it is important to note at the outset that ultimately, each individual site does need to be assessed on a case-by-case basis, both considerations from conventional solutions verses an energy storage solution to address the issues that have been put forward.

So, you know, making any sort of blanket statement or assumption is not appropriate and is impractical.

With regards to the sort of the notional break-even point, if we were to bring in some of the fleet discussions from earlier on, no, we have not conducted such an assessment.

My colleague, Mr. Berardi, does have some background as it relates to the significant volatility that we are seeing across the different commodity categories, and he can provide some additional commentary as well, and likely a reference or two on that front.  So I will pass it over to him.

MR. BERARDI:  Thank you, Mr. Jackson.  It is Rob Berardi from Hydro One again.  And just going back to a bit of our earlier discussion and if we can bring up table -- sorry, Exhibit O-01-02, table 2.  We will wait for that to come up.

So what we're seeing in the commodities -- and you talked specifically about copper, and we're seeing 27 percent increases year over year from January 2021-2022.  Aluminum 42 percent, steel 112 percent, shipping 103, and we talked about fuel in that 40 percent range.

And I would like to highlight transformers and components.  We're seeing a 20 to 25 percent inflationary risk and inflationary pressure on pricing, and that's made up of three components, not just copper.  It is made up of steel, copper and aluminum, for example.

MR. DAUBE:  Okay.  So how does that apply -- I take the point about getting a bit more specific, but are you able to give a little bit more of an answer specifically on the SS 04 document and how it changes, if at all, the balance between grid-related battery storage as against building wire solutions, how you see the application of what you have just told me?

MR. JESUS:  Mr. Daube, it is Bruno Jesus from Hydro One.  We consider non-wires alternatives on an ongoing basis where we're looking to improve reliability or power quality to customers.

Generally speaking, the battery storage projects that have been put forward in this application are associated with fairly long rural radial feeders where, building a second supply to provide additional reliability, the costs would be exorbitant, which is why we have opted for battery storage projects.

So the reliability put forward by these projects are there to enable and improve reliability to our customers, generally speaking in rural locations where providing a second supply would be extremely, extremely expensive.

MR. DAUBE:  Okay.  Those are my questions.  Thanks to all of the witnesses, and thanks to everyone for your patience in letting me go over.

MR. SIDLOFSKY:  Thanks for that.  I think what we will do is take our morning break now.  It is 11:10.

Just a couple of scheduling notes.  OSEA and Pollution Probe will be switching the order of their questions.  That way OSEA can deal with -- OSEA's representative can deal with a scheduling issue.

And when we do take a lunch break, I am hoping we can reduce that to 45 minutes from sixty, and I would like us to finish today, if at all possible.

Right now the schedule takes us out to 4:10.  We're a little behind at this point.  I am hoping the panel can sit until five at least, so we can finish up.

I see the thumbs up from Bruno Jesus.  Two thumbs up.  Okay, everybody, that is awesome.

Thank you very much for your cooperation on that, and I will see you back here at -- sorry, let's say 11:30.  Thank you.
--- Recess taken at 11:12 a.m.

--- On resuming at 11:31 a.m.

MR. SIDLOFSKY:  We are back, and we're going to go right into questions from Energy Probe.  Dr. Higgin.
Examination by Dr. Higgin:

DR. HIGGIN:  Good morning, panel.  Roger Higgin.  I hope to be shorter than I planned due to yesterday's clarifications and undertakings.

So can we start by pulling up Exhibit I, tab 8, Schedule O, Energy Probe 085, part B, and the attachment, which is a spreadsheet.

MS. BURKE:  One moment, please.  We are checking an audio issue.

DR. HIGGIN:  The reference is 85, please.  Right.

And you will see there is an attachment listed, which is a spreadsheet.  So I would like to start by looking at the attachment, attachment 1.

MR. CORNACCHIA:  Sorry, Dr. Higgin, we are just trying to pull that up here.  Give us one minute, please.

DR. HIGGIN:  I can give you another reference, if it is any help.  And that is the -- where it comes from, that's tab 1, Schedule 4, tables 1 and 2.  It is where it comes from.

MS. BURKE:  Jamie, it is Kathleen from Hydro One.  Would it be possible to close the breakout room?  I think Carla, who is sharing a screen, is in a breakout room for some reason.

MR. SIDLOFSKY:  Sure.  Ashley, can you deal with that?

MS. SANASIE:  I closed the room, but Carla is not in any room, so...

MS. BURKE:  Okay.  Bear with us.  I apologize.  One second.

MS. SANASIE:  Okay.

DR. HIGGIN:  Just to repeat.  The other reference for this is Exhibit O, tab 1, Schedule 4, tables 1 and table 2.  Okay.  So just scroll down to the table, please.  Okay.

Now, the interrogatory that we filed -- which was the Energy Probe 85 -- asked for a version of these tables in Excel format.  And that was provided as part of the attachment to Energy Probe 85.

So I think we should from now on consider that the questions will all be related to that attachment that was provided as part (b) of Energy Probe 85.

So it is the same table.  So -- but I am going to go as if it was a table as Excel, because that is what we asked for.  Okay.

So just to confirm for context, that you can confirm that these tables show the deferrals based only on the inflation update and not the load forecast.  Is that correct?

MR. VETSIS:  That's correct.

DR. HIGGIN:  Thank you.  Now, I'm going to -- you haven't got the Excel spreadsheet up, but I can tell you this.  The Excel spreadsheet came not as a live version.  All the cell entries are general numbers, not formula-based.

Now I can do the math, but my experience is this will not ensure the data is on the record uncontested.  So I am going to have to ask you for an undertaking to refile that Excel spreadsheet there as a live version, and I am going to ask you for five things to be added in to give more data.

First of all, that it would be live and the cell formulas will be shown.  Second, there will be five-year totals for each line.  Third, the calculated annual growth rates -- that's the calculated AGR, as you would know them -- for each of the two distribution and transmission and the five-year totals of growth rate.  And then for the inflation update line, to provide a footnote that indicates specifically the escalator that has been used.  And then add, finally, explanatory notes, please.  I hope that is clear.

MR. JODOIN:  Dr. Higgin, I think -- for the court reporter, it is Joel Jodoin from Hydro One.  Let me just play that back to you, just to make sure that we recorded that consistent with what you are expecting to see at the end of this.

So the first was a live Excel version with formulas.

The second was to include five-year totals for each of transmission and distribution.

The third was to include a five-year CAGR, so compound annual growth rate, for each of transmission and distribution.

The fourth was a footnote on the inflation line -- or, sorry, the inflation escalator, and by escalator I am just going to confirm that you are referring to the proration factor that we utilize in our evidence.

DR. HIGGIN:  Yes.  That's correct.  The 1.0525.

MR. JODOIN:  Okay.  And the last piece is explanatory notes on any key items related to the four previous additions to the tables.

DR. HIGGIN:  That's correct.  Thank you very much.

MR. JODOIN:  Yes, no problem.

MR. SIDLOFSKY:  That will be Undertaking JTU2.16. 
UNDERTAKING NO. JTU2.16:  (A) TO PROVIDE A LIVE EXCEL VERSION WITH FORMULAS; (B) TO INCLUDE FIVE-YEAR TOTALS FOR EACH OF TRANSMISSION AND DISTRIBUTION; (C) TO INCLUDE A FIVE-YEAR CAGR (COMPOUND ANNUAL GROWTH RATE) FOR EACH OF TRANSMISSION AND DISTRIBUTION; (D) TO INCLUDE A FOOTNOTE ON THE INFLATION ESCALATOR, BEING THE PRORATION FACTOR THAT WE UTILIZE IN OUR EVIDENCE; (E) TO INCLUDE EXPLANATORY NOTES ON ANY KEY ITEMS RELATED TO THE FOUR PREVIOUS ADDITIONS TO THE TABLES.

DR. HIGGIN:  Thank you.  Can we move on now to O-Energy Probe-85 interrogatory.  That is back to the interrogatory.  And I just wanted a couple of questions on part D, so if we can find the interrogatory and go down to part D, to the response, please.

Okay.  So it is the last paragraph here that my questions are around.  It says the 1.0525 proration factor referenced reflects the calculation with updating -- this is the very important -- 2023 OM&A and 2023 to 2027 capital expenses to reflect the updated inflation.

And then you reference us to Exhibit O-01-02, pages 9 and I will have to look at 10 as well.

So could we go to that, please.  That is Exhibit O, tab 1, schedule 2, and table 4.  Thank you.

Just to orient everyone, this deals with the increases to Hydro One's capital expenditures for the years 2023-2027, okay.

So as you see at the bottom line, you will see there is the relative increase shown, which is the pro rata factor being used.

So my question is this -- I am quite confused about this, I'm sorry, and that is -- my understanding is that the capital envelope will be inflated by the pro rata factor in 2023 to get the 2023 base which is shown there, I think it is 1057.9, and the increase of 52.8 million.

But then after that, the RCI formula will set both OM&A and capital for 2024-2027.  Can you help me with that?

MR. VETSIS:  This is Stephen Vetsis from Hydro One.  Effectively, what this table here is showing is the outcome of updating our proposed capital expenditures through 2023-2027 to reflect the updated inflation assumptions for 2022 and 2023.

So this is just -- from here, these form the five year forecasts that go into our custom IR process.  And so if you will give me a moment, I will take you to the custom IR table.

DR. HIGGIN:  Yes.  I was going to go there.

MR. VETSIS:  Let's go to Exhibit O, tab 1, schedule 2.  page 37.  So effectively, the values that were shown to you in the prior table updated the capital forecasts for our application, and these will eventually form the total capital-related revenue requirement which you see in line 6.

And then from there, the custom IR framework will then flow using the standard calculations that we had proposed in our original application.

So effectively, what this evidence update is doing is updating the underlying five-year capital forecast that our framework is based on and it is updating the baseline OM&A for 2023.  All other adjustments in future periods through the custom IR framework remain the same.

DR. HIGGIN:  So that's what I understood.  So the amounts that are beyond the RCI formula for capital -- let's just deal with capital for the moment -- they are being deferred.  Is that my understanding?

MR. VETSIS:  Sorry, could you repeat the question?

DR. HIGGIN:  So we just discussed how the RCI formula for capital -- the C factor, shall we just say, the C factor, will apply to 2024 through to 2027.  Am I correct?

MR. VETSIS:  Correct.  And these adjustments are made at the total revenue requirement level before any deferral.

DR. HIGGIN:  Okay.  Then after that, there will be amounts that we looked at in the other tables due to the inflationary increase that will be deferred.

MR. VETSIS:  That is correct.

DR. HIGGIN:  Thank you.  I think that explains it more to me now.  I am clearer on that.

And so basically, will the inflationary deferred balances for 2024-2027 be based on that forecast we looked at of 1.0525 per year, or will it be based on actual at the time of the DRO?

MR. VETSIS:  It will be based on actual at the time of the DRO.

DR. HIGGIN:  Okay.  That was another clarification that I needed.  Thank you for that.

MR. JODOIN:  Dr. Higgin, sorry.  Apologies to jump in.  It is Joel Jodoin again.

Can I just ask a quick clarification?  When you say per year on the 1.0525, can you just clarify what you mean by per year?

DR. HIGGIN:  Well, I assume that the 1.0525 is actually going to be compounded, if you want to think of it that way.  It is applied each year, added on each year.  Its an escalator of 1.0525.

MR. JODOIN:  Apologies.  Maybe I could clarify that.
The 1.0525 has been derived by Hydro One's update for 2021 actual, Ontario CPI 2022 forecast, Ontario CPI and 2023 forecast Ontario CPI as well.

The intent of Hydro One's update was to reforecast 2023 cost base.  And after that, 2024, we are not escalating by 1.0525 -- by the same proration factor.  All that is happening is your cost base in 2023 are now otherwise higher and by applying the original inflation assumptions, you are now step-changed higher.

So I just want to be clear that we're not compounding beyond by an amount that's greater than our original application for 2024 and 2027.  It is a very slight clarification.  There is no update required to any numbers that we have referenced from Mr. Vetsis.  I just wanted to make sure that was clear.  And it is possible it is.  I just wanted to put that on the record.

DR. HIGGIN:  Yeah, that's why I was confused, going back to 0, tab 1, schedule 2 and table 4.  That is why I was confused, because of the 0.525 (sic) being applied in 2024, 2025, 2026, 2027.  That is why I was confused.  I think I am clear now.  Thank you.

MR. JODOIN:  Thanks.

DR. HIGGIN:  So I would like to just move on and talk a bit about the OM&A.  And so can we pull up Exhibit O, tab 1, schedule 2, and pages 18 and 19, which are tables 6 and 7.  These deal with the OM&A, so I just want to make sure I have my understanding about the OM&A.  We talked about capital.

The OM&A envelope will be inflated by the pro rata factor in 2022 -- that's based on 2021 base -- and 2023, to get the 2023 base OM&A.  First of all, is that correct?

MR. JODOIN:  So the approach that Hydro One took was to de-escalate the 2023 pre-filed or as-filed OM&A assumptions back, and then re-escalate using the pro rata factor that we have just been talking about out to 2023.

DR. HIGGIN:  Thank you.  Now, coming to the RCI formula, the I-factor in that formula, which deals with the OM&A, will be set for 2024, which will be based on what?  Your previous as-filed, or a new recommendation from Clear Springs?

MR. VETSIS:  If you will give me a second here to find you a reference -- actually, I think if we stay on the record.  The I-factor itself is not changing.  The annual I-factor will continue to be the OEB's two-factor IPI with the sector specific weightings.

I think if you take a look at table 26 of Exhibit O-12 --


DR. HIGGIN:  Yes.

MR. VETSIS:  It will help -- from a numerical perspective, it might be helpful to take a look there.

DR. HIGGIN:  Uh-huh, yes.

MR. VETSIS:  Like if we start with table 26 here, so the escalation from the 2023 value to 459.2, the application is the estimated -- the placeholder OEB inflation factor that we have, which is shown on the very next page as two percent.

So over the incentive rate-setting term, we continue to use the OEB's inflation factor minus the approved X factor to make the adjustments to OM&A.

DR. HIGGIN:  Thank you.  And the I-factor will be, as you said, the GDPPI/average weekly earnings that will be used, that particular OEB parameter.

MR. VETSIS:  Right, as outlined in Exhibits, I think A-4-2 for transmission and A-4-3 for distribution.

DR. HIGGIN:  So my last question, then, about the OM&A is, the inflation amounts going forward, will those, again, be deferred into the deferral account?  This is about what the RCI formula provides due to the I-factor.

MR. VETSIS:  Yes.  Why don't you give me a second here, Dr. Higgin, just to find a reference for you.

If we could please go to O-Staff-390.

DR. HIGGIN:  That's where I was going to go next.

MR. VETSIS:  Yes.

DR. HIGGIN:  Okay.  You anticipate me very well.

MR. VETSIS:  So I think in this interrogatory in part C, and we can use the transmission table as an example, but the mechanics are identical.  I think as we stated, we provide -- we provide an example of -- an illustrative scenario for '24 if the RCI factor happens to be different than what's included as a placeholder in this application.

And I think what you see here is that any differences in inflation in future years will flow through to the rates revenue requirement consistent with what would have occurred in our original application had we not made the update.  So there is a numerical example here which will actually do that.

DR. HIGGIN:  Right.  That is what I was just going to ask you about, because I am still a little puzzled about the footnote, the illustrative example.

Perhaps you can just clarify how those numbers in that column were derived, because I didn't quite get it.

MR. VETSIS:  Okay.  Sure.  I think the way that -- if we can go to tab O-1-2, page 38.  We have table 27.  And what this table shows -- what this table shows is, you know, we've done some calculations here using a placeholder inflation factor of 2 percent.  So this shows a capital factor, as well as the final total of the RCI, which is 6.43 percent.

So using the custom IR tables in the application, Dr. Higgin, you know, the current placeholder would suggest a RCI of 6.43.

What we did for the -- for this example in the table is we simply added an additional 0.5 percent.  It was like [audio dropout] so, you know, if the RCI --

[Reporter appeals.]


MR. VETSIS:  Sorry, to be clear, .5 percent.  And so the RCI value became 6.93 percent.  And so as you see in the calculation, we took 6.93 percent, multiplied it by the prior year's revenue requirement, as we would under our custom IR framework, which produced a new total revenue requirement, which is identified back in Staff 390.  The new 2024 revenue requirement became 1.9775 billion, and the calculations flow from there.  Does that help, Dr. Higgin?

DR. HIGGIN:  Yes.  The only question I have is as a follow-up, is the RCI factor, if you look at that, is a combination of the I and C factors.  And how is that done in terms of this example to allocate between the I-factor for OM&A and the C factor?

MR. VETSIS:  Again, the .5 value was just chosen on an overall basis, so at the end of the day when we do our adjustments for total revenue requirement, the adjustment is done on the total RCI.

In future years, these calculations will be done based on the OEB's inflation factor at the time as outlined in the detailed calculations provided throughout this proceeding.

So [audio dropout] those calculations that we mentioned before would change.  We just added .5 here just for illustrative purposes.

DR. HIGGIN:  Right.  And just to be clear, that is a blend between an increase of both the I-factor and the C factor to get an overall 6.93.  Is that correct?

MR. VETSIS:  As I said, it is simply adding .5 percent to the RCI that was used as a placeholder in the application.

DR. HIGGIN:  Okay.

MR. VETSIS:  So if you go back to Exhibit A-4-2, you know, as we noted, the I-factor will be updated each year, and we will update the calculation of the C factor each year to reflect any changes in the I-factor.  So again, all of those mechanics, all of that remains the same.  This was purely just adding .5 for illustrative purposes.

DR. HIGGIN:  Thank you.  So my last question on the RCI formula is, are you expecting an update to the base underlying evidence from Clearspring with respect to the I-factor?

MR. VETSIS:  Can I take you, please, to Staff 361.

DR. HIGGIN:  Right.

MR. VETSIS:  So specifically for the I-factor, you know, the Clearspring evidence, there is no change -- like, the use of the I-factor is established through OEB policy, as are -- as sector specific weights.  So I think those are -- the Clearspring evidence -- you know, the I-factor recommendation isn't quite directly dependent on the Clearspring evidence.

What we show here in Staff-361, and I think if I take you to the end of this response, is -- like, ultimately in this response I think, you know, Clearspring updated its analysis to incorporate the latest inflationary assumptions, and I think -- actually, maybe let's go to page 3.

DR. HIGGIN:  That's where I was going to go.

MR. VETSIS:  Line 4, just, you know, based on adjusting for our new proposals, as well as inflationary assumptions, this update has no impact on the benchmarking score for our transmission or distribution businesses, so the originally proposed X factors remain the same.

DR. HIGGIN:  So the X factors don't change, is what you are telling me?

MR. VETSIS:  Yes.

DR. HIGGIN:  Okay, thank you.  I just wanted to clarify that.

Okay.  Can we please now turn up the update O-02-01-11.  This is a table update of the employee costs.  Okay.

I just want to ask a clarifying question on this before I move on.  I am nearly there.  So the question is to confirm that the only update to the employee costs that have happened is related to 2021.  And they're shown in yellow.  Am I correct?

MS. LILA:  Yes, that's correct.

DR. HIGGIN:  So then if you look at Staff 381, part (b), please.  So just at the very end of this paragraph, Ms. Lila, it says:

"For 2023 to '27 Hydro One did not update its compensation table, as the level of impact inflation will have on costs, unionized labour are currently unknown [audio dropout]."

So that is the statement.  Is that correct?

MS. LILA:  That's correct.

DR. HIGGIN:  So now I am going to ask some questions about how are OM&A -- and of course specifically a large component of total compensation amounts for the 2023 base year -- going to be determined?  Is it the total compensation shown as 2021 multiplied by the pro rata factor for 2022 and 2023?

MR. JODOIN:  Dr. Higgin, I think the approach that Hydro One took in this application was to reference its total OM&A and capital expenditure costs in 2023.  And I referenced it a little bit earlier, that we de-escalated by the original inflation assumptions and then re-escalated by the proration factor, which incorporated the Scotia forecast.

So to answer your question is, yes, all of the underlying component parts in the application 2023 would follow that approach.

DR. HIGGIN:  So just to clarify, total compensation is perhaps the largest single component of OM&A.  First of all, is that correct?

MR. JODOIN:  It's certainly a significant portion.  Subject to check, Dr. Higgin, I would have to --

DR. HIGGIN:  I have numbers of 67 percent.  Anyway, I am not going to argue that.

The point is, is it reasonable then to, as you’ve said, de-escalate the old 2023 numbers to 2021 and then escalate them by 1.0525 times 1.0525?  That is a 10.7 percent increase.

Methodology-wise, it doesn't make sense.

MR. JODOIN:  I think there's a few different aspects that need to be considered when assessing Hydro One's approach.

There's been many conversations over the past couple of days here at the technical conference that reference some very significant cost pressures that Hydro One currently and has forecasted to experience on the non-labour side, something that I know Mr. Berardi has spoken a lot to and as evidenced in Exhibit O-1-2, table 2, where we very clearly have pressures well in excess of the Scotia forecasts.

The other point that I think is important to consider -- and of course my colleague, Ms. Lila, can supplement, and then part of her testimony would support this yesterday -- that we do expect our union partners to seek increases above the assumptions as filed in our original application.

And while it is too early to forecast, we think the combination of those two factors lends a very conservative approach that Hydro One has taken as part of this inflation update.

So when you couple those two factors in, as well as the fact that Hydro One is committing to aligning to latest forecasts and actuals at the point of our DRO, we do feel that this application includes a very reasonable approach with respect to replacing the Ontario CPI assumption that was -- that was in our original application.

And I think the last -- apologies this is a bit long-winded.  But the last piece I will say is it would be helpful if you could provide a little more context on the 10 percent reference that you made, just to make sure that we have sort of the mathematics behind that question.

DR. HIGGIN:  Well, I took the 2021 total compensation from your original updated table, okay, that is what I did.  And then I basically escalated it by the 1.0525 factor to get that number.  Okay?

I am not worrying about the math.  I am just saying that is how I did it.  I am not saying --

MR. JODOIN:  Thanks, Dr. Higgin.  I think it is possible there may be a compounding impact in the equation that you brought forward.

DR. HIGGIN:  Well, please correct -- if I have got my calculation of 10.78, could you make an undertaking to check that and then just give us the right number, and that is what is the total compensation in 2023 using the pro rata factor based on 2021 base, which I have just showed you the 2021 base.

MR. JODOIN:  Thanks, Dr. Higgin.  This is cross-functional in nature.  So I think it would be worthwhile if we took a quick breakout room.

DR. HIGGIN:  I have one other question.  I don't want to keep breaking up.  So I will be asking questions about the responses to Mr. Stephenson about this CUSW increases yesterday and how they would -- how they may relate to future OM&A and specifically total compensation costs related to the union.

Just to let you know I am going to be asking some questions on that.  Thank you.

MR. JODOIN:  Thanks.

[Witnesses confer in breakout room.]


MR. JODOIN:  I think we're all back.  Dr. Higgin, can you hear me?

DR. HIGGIN:  Yes, I can, thank you.

MR. JODOIN:  Perfect.  So I think it is important I reiterate again the approach that Hydro One took with the application on looking at what we had originally filed in 2023, de-escalating using the underlying inflation assumptions back.  So again, that is using our 2023 cost forecast, irrespective of what our 2021 forecast and actuals were at the time.  It is starting with what we were forecasting in 2023 to be.  So all of the work execution is part of that cost forecast.  De-escalate that back and re-escalate forward using the Scotia forecast, which provides our pro rata factor.

Why that is important, Dr. Higgin, is I believe you have referenced a 2021 actual starting point and then applying that -- the same pro rata factor to that, and then also I believe there is a bit of a compounding issue associated with the figures.

So I just -- we're in an apples and oranges situation with respect to how Hydro One executed the application update relative to sort of the formulaic approach that you took on 2021 actuals.

DR. HIGGIN:  Okay.  Now, just to come back.  So I undertook -- I didn't get an undertaking, but you will undertake to look at the compounding issue so that we can actually get a 2023 base number, which is not in the tables, of course.

Could you undertake to provide that using that formula to get the update for 2023?  I have it shown here in the old way before it was escalated as follows:  transmission is 693847 million and distribution 797709.  That is the one before the update.  Okay?  

So I am trying to understand from you just how you would do it to go from '21 to '23, and then I would like you to compare that to those numbers.

So use your method, which is whatever you think, using 020111.  If you want to know the '21 numbers, they are 628538 for transmission and 752147 for distribution.  Okay?

So that is all I am trying to understand now, is what would be the 2023 number, having used your de-escalation and re-escalation.  So would you provide us then the total comp based on that method, please.

MR. JODOIN:  Thanks, Dr. Higgin.  And Hydro One can commit to applying the macro approach to the compensation exhibit and the figures that you referenced where we identify 2023, de-escalate back, and re-escalate using our pro rata factor.  So that is consistent.

DR. HIGGIN:  Thank you.  So I would just like to ask Ms. Sabrin a couple of questions to follow up --


MR. SIDLOFSKY:  Sorry, Dr. Higgin, just to interrupt.  That will be Undertaking JTU2.17. 
UNDERTAKING NO. JTU2.17:  TO LOOK AT THE COMPOUNDING ISSUE TO GET A 2023 BASE NUMBER, WHICH IS NOT IN THE TABLES.

DR. HIGGIN:  Thank you very much.  So I would just like to ask Ms. Sabrin some follow-up questions to her conversation with Mr. Stephenson yesterday.  And I took it from the transcript that you had already experienced the CUSW increase that was in 2022 a 3 percent increase, and in 2023 a 3 percent increase, and in 2024 a 2 percent increase.  Am I correct with my memory on that?

MS. LILA:  Yes, that's correct.  Those are the negotiated outcomes as they have been ratified.

DR. HIGGIN:  And you stated to Mr. Stephenson that similar -- my word -- catch-ups could be expected for the PWU and Society.  Is that correct?  Am I not misquoting you?  Did you want to look --


MS. LILA:  To clarify, Dr. Higgin --


DR. HIGGIN:  Yes.

MS. LILA:  -- my discussion with Mr. Stephenson was quite specific to -- his questioning was regarding what the union's expectations are, not Hydro One's.

DR. HIGGIN:  Right.

MS. LILA:  Quite different.

DR. HIGGIN:  That would be PWU then?

MS. LILA:  His question, I believe, was generic to what is the -- what the union's expectations might be of Hydro One.

DR. HIGGIN:  Right.  But I heard the question from him -- if you want to go to the transcript, it did include Society.

MS. LILA:  That's correct.  I would agree with that.

DR. HIGGIN:  Thank you.  So I think that is the main question now.  So currently Hydro One's expectations are for similar catch-ups to that for CUSW to happen when the current contracts expire.  Am I wrong about that?

MR. STERNBERG:  I am going to --


MS. LILA:  I --


MR. STERNBERG:  -- interject, Dr. Higgin, just on a -- in respect of confidentiality, I think you've certainly gone beyond the questioning -- the subject of the questioning yesterday.  And as I hear your question, you are now asking about potential outcomes of future rounds of negotiations and what Hydro One may expect in that regard.  That sounds like you are asking about that.  That certainly is a topic that is confidential, and we would need to go in camera with appropriate people only participating, if that is -- if you are seeking to ask questions along those lines.

DR. HIGGIN:  No.  I am not going to ask questions.  I am just going to try to clarify Ms. Sabrin's statement about expectations that, as she said to Mr. Stephenson.  That is all.  Just to confirm that.

MR. STERNBERG:  So perhaps we can -- I don't know if we need to do that live on the record.  We will all have the transcript.  If there is a particular question and answer you are asking for clarification on arising out of yesterday, perhaps we can turn to that.  But my recollection is or my understanding is the discussion was limited to expectations that the unions may perhaps have.

DR. HIGGIN:  Yes.  It is on the screen now, if you look at it, at line 20.  And Ms. Lila agrees with the statement.

MR. STERNBERG:  Maybe you can give us, Dr. Higgin -- what is the clarification question you are seeking in respect of the answer she gave?

DR. HIGGIN:  I am just asking Ms. Lila to confirm that our union partners to seek, you know, higher than normal or higher than past increases in base wages due to inflation.

MS. LILA:  To clarify, Dr. Higgin, my statement in response to Mr. Stephenson was to confirm his suggestion that union partners will seek higher than previous increases due to inflation.

If you would like to discuss Hydro One's position, we would need to do that confidentially, as it is related to future rounds of negotiation.

DR. HIGGIN:  No, I don't.  I am just going to use, for any information I have, what is already on the record, and that is that CUSW increases were 2022, 3 percent, 2023, 3 percent, and 2 percent in 2024.  That is all I need.  Thank you.

So I just wanted to ask Hydro One that for 2024 -- we discussed 2023 base -- the RCI formula will set the OM&A, including total compensation.  Is that correct?

MR. VETSIS:  Yes.  In future years there will be [audio dropout] an IRM framework whereby the total funding envelope is determined by the mechanistic adjustment to the total revenue requirement.

DR. HIGGIN:  Thank you.  You will be glad to hear those are my questions.  I lost my voice, but thank you for your answers again.  Thank you.

MR. SIDLOFSKY:  Thanks very much, Dr. Higgin.

It is just coming up on 12:25.  As I mentioned earlier, OSEA and Pollution Probe are switching the order of their questions.

If I could ask for OSEA, would you rather go now and we can just move the lunch break off?  Or if we were to come back from lunch at ten after one, will that give you enough time for your questions?

MR. LUSNEY:  I think it is a question to the panel.  I won't use the whole half hour, I don't expect to unless we have -- really a lot of it is clarification.  But if they want to take a break, I mean they have been answering questions quite well throughout, 1:10 can work, recognizing we're a little behind schedule.

MS. BURKE:  Hydro One is happy to proceed now.

MR. LUSNEY:  Okay.  If it is okay with them, then I would like to proceed now.

MR. SIDLOFSKY:  Let's do that, then.  We will get you out of the way, and we can break for lunch after that.  Thank you, Travis.

MR. LUSNEY:  Thank you very much.
Examination by Mr. Lusney:


MR. LUSNEY:  I've been in regulatory proceedings all over the place.  So thanks to everyone for accommodating.  It is Travis Lusney with the Ontario Sustainable Energy Association representing.

Can I start with OSEA 009 in the responses, which I think is PDF 1056, page 1056.  It is at the very end.  I'd like to say we saved the best for last.

And if we go to H, the response to H, so I just want to understand -- I will wait until it comes up.

So my understanding of the response to this question with respect to inflation's impact on load forecasts is that load forecast has pressures downward because of the real value reduction of disposable income, but also pressures upward on the load forecast due to lower energy costs.

So net-net, inflation has no impact on the load forecast.  Is that correct?

MR. ALAGHEBAND:  Yes.  The argument was that disposable income would react to inflationary pressures in the sense that, you know, for example wage income and non-wage income are somehow based on the expected rate of inflation through labour negotiations and so on.

So as disposable income goes up and then this is the nominator for the income, the denominator is the escalation -- I mean the escalation factor for CPI.  So as inflation goes up, the denominator increases and also the nominator increases.

And this gives real disposal income, which means a constant dollar, unchanged.  So there would be no impact on the load forecast.

MR. LUSNEY:  Would this opinion hold if inflation was even higher than what we're seeing now?  So say we go back to have another doubling or tripling of inflation expectations, would Hydro One continue to assume that there would be no impact on the load forecast?

MR. ALAGHEBAND:  Okay.  The question was asked compared to the econometric model that we are using and this answer was specific to those econometric models.

There could be some other impacts of inflation that may affect the total load, and that is through two channels.  One is that when inflation goes up, there would be more uncertainty and that more uncertainty leads to lower investment and also consumer expenditures.

This is what all of the central banks are actually concerned with.  So very high inflation actually increases uncertainty, and the banks try to avoid that situation.  And for doing -- for doing so, it actually raises interest rates.  

Interest rates would also have a negative impact on investment and expenditures, consumer expenditures, and thereby the aggregate demand in the economy reduces.  This is the objective of central banks, to reduce demand so that inflation goes down.

And by doing so, it means that through national income identity, all the expenditures are lower, therefore GDP is lower, therefore total income in the economy is lower which means that the load would be lower.

So actually, there could be a negative impact of inflation on the load.  So there is a downside risk to the forecast.

So that is -- that is a kind of probable outcome, but, you know, I don't know what range of inflation we are talking about here now.

MR. LUSNEY:  Okay.  So based on Hydro One's updated spending due to inflationary pressures, the load forecast has not been changed.  So to my understanding, it is Hydro One's view that this inflation has no impact on load growth at all.

MR. ALAGHEBAND:  For the models that we are using, yes.  And if there is very, very high inflation, it could be other aspects than I just talked about.  There could be a kind of -- you know, we can call it a downside risk to the forecast.  It is not a forecast; it is a downside risk to the forecast, depending on the range of, you know, increases in interest rates.

The most recent information that I have in this regard is that the Royal Bank estimates that they are expecting increasing interest rates to be in the neutral range, in the range of between two to three percent.  The bank rate would be between two to three percent, call it two and a half compared to 0.25, that has been there before all of these increasing bank rates.

So that [audio dropout] there isn't much impact on the economy, but they achieve their objective of reducing interest rates.  If you look at that range, then yes, the load forecast would remain the same.

MR. LUSNEY:  Did Hydro One perform any analysis on this prospective load forecast especially in -- I will call it later years of this rate application period?

MR. ALAGHEBAND:  Could you clarify your question?  I am -- actually, I don't understand.

MR. LUSNEY:  So the question was asking what were the inflationary impacts on load forecast.  The response from Hydro One in these IRs was that there was no impact to the load forecast.  We're keeping the same load forecast.

My question is, did Hydro One perform any analysis based on where they saw inflationary pressures on potential sensitivities to that load forecast, given what we just discussed?

MR. ALAGHEBAND:  Well, actually, I answered that question.  If you look at, for example, the response to part H, that we examined the models, the sensitivities and we found no sensitivity actually because as I mentioned, both disposable income and inflation move along each other.

So we are looking at sort the ratio of disposable income over inflation would remain the same.  So there is no impact on load.

MR. LUSNEY:  So this is where I am having a confusion because in one case, you say there could be -- we're going to see rates increase, which we saw another half a basis point rise today.  And that is going to slow down demand which should have a slowdown on the load forecast, which is the objective of the Bank of Canada's interest rate targeting thing.

But given these inflationary pressures, Hydro One's view is there is no slowdown in demand.  Demand growth will remain the same until 2026.

MR. ALAGHEBAND:  No.  As I mentioned, there is a range that would remain the same and this is the range that Royal Bank -- as I mentioned earlier, Royal Bank increasing 
the -- that bank increase is not that much to be -- you know, they call it neutral range.  In that sense, there wouldn't be full impact.

But at the same time, you know, it is the possibility that all of the economic factors we were using would start changing, responding, and this is the economic uncertainty again we are dealing with here.

Overall, I am saying that under the forecast, there is a downside risk to the forecast.  There is no upside risk.  I don't see any upside risk to the forecast.  It is only a downside risk -- and this is in terms of risk not actually happening.

MR. LUSNEY:  Do you have any analysis on the quantum of downside risk is, I guess, my key question.

MR. ALAGHEBAND:  Depending on the range of the inflation that you are talking about, if it is interest rates are increasing at a range of two to three percent, perhaps there isn't much impact.  It would be a small impact perhaps.  You know, this is -- I am just taking the quote from Royal Bank that it would be in the neutral range.

But change above that may affect and the other thing that I am aware of is that --


MR. LUSNEY:  I guess --


MR. ALAGHEBAND:  -- central banks are --

MR. LUSNEY:  Sorry to interrupt, but my key question is, is there anything that Hydro One has completed that you could provide through an undertaking that looks specifically at the downside risk of -- and we went from .25 to now at one and a half, so more than quadrupling of interest rates.  I would like to see the downside risk analysis that Hydro One completed with respect to the load forecast.

MR. ALAGHEBAND:  Okay.  So if you go to the original documents that we had -- for example, let's look at this transmission.  If you come -- go to -- transmission is Exhibit D-4-1, and if you go to table 4.  In table 4 -- I will wait for the document to show up.

MR. LUSNEY:  Thank you.

MR. ALAGHEBAND:  In this table we have actually quantified how much is the lower bound for the forecast.  It is based on one standard deviation band for the forecast.

So we are showing that what happens under any circumstances on the average based on probabilities, these are done by doing more studies, which includes all the variations in the economy, that how they may be affecting the load on the low side and high side --


MR. LUSNEY:  And these bands have not --


MR. ALAGHEBAND:  [multiple speakers] -- is the assessment that we have.

MR. LUSNEY:  Thank you.  These bands have not changed given the change in inflation -- the extraordinary change in inflationary pressures?

MR. ALAGHEBAND:  This is under all circumstances.  So we are showing the standard deviation on average that -- for example, if you expect, you know, that inflation pressures would be too high, you can go down to two standard deviations, which means that you take the low band that we are showing here, and then you take the difference of that from forecast and you multiply that difference by two, and then deduct it from forecast.  So sometimes two standard deviations are used, but based on our experience one standard deviation has been good enough in the past.

MR. LUSNEY:  Okay.  So in summary, Hydro One, using previous analysis and looking at the inflationary pressures, continue to believe the inflation that we're experiencing now has no change on the load forecast between 2022 and 2026?  Would that be a fair summary?

MR. ALAGHEBAND:  We are expressing that --


MR. LUSNEY:  Yes.  Go ahead.

MR. ALAGHEBAND:  We are -- almost.  We are saying that there is a low-side risk to the forecast on the record and -- but the way our latest information implies is that perhaps there is no impact, and based on Bank of Canada -- Royal Bank analysis, and so we are, you know, we are okay with that.  There is a risk -- a risk, and this time we are expecting to be a downside risk more than the upside risk.  That is our probability analysis.

MR. LUSNEY:  Okay.  Thank you very much.

If we could go to CME 022.  We talked about this yesterday, and I just want to follow up with one of the answers, and I think Mr. Jesus was responding, but I could be wrong.

So in response C, part 2, so one of the options with respect -- so inflation drives up higher costs, and so the option is you can complete the work or you could defer the work.

As part of this, did Hydro One look at alternatives to the work that could be used, and I will call them short-term temporary measures to defer the work but maintain system performance criteria?

MR. JESUS:  So the two options that we considered are identified there.  So we did look at the work, and there is an undertaking that Mr. Jackson agreed to yesterday that we would look at the work that potentially we considered deferring.

But we remain committed to the plan that was defined by the asset system needs and customer engagement that we carried out, and we remain committed to the outcomes associated with that plan.

And as a result we require additional funding required to complete that plan, which is the basis of this application from an inflationary perspective.

MR. LUSNEY:  And I will come back to this in a second, but system risks and health of assets, whether it is end of life, growing demand, is not -- it is fair to say it is not a black or white issue in terms of, if you don't do this the asset will fail.  You just run a higher risk of dealing with certain situations.  It is a probabilistic analysis.  And therefore, while deferring the work might be more risky, it is not a guaranteed risk.  Is that fair to say?

MR. JESUS:  There is a higher risk associated with the poor condition assets, higher risks that they will fail.  Poor condition assets are generally -- generally will fail within, you know, within the next five years and, therefore, the plan that we've put forward will address those poor condition assets.

So if we defer, there is a very high likelihood that those assets will fail, compromising the safety, reliability, and the environment, which is why we have investments targeting those specific assets.

MR. LUSNEY:  Okay.

MR. JESUS:  And obviously we're not touching or you're suggesting not looking at system service or system access, which are mandatory investments.  Those absolutely cannot be deferred.

MR. LUSNEY:  Okay.  Linking my previous set of questions, given that there is a higher downside risk to load forecast, did Hydro One consider temporary deferment to gain certain clarity on load growth delivered projects?  So in other words, based on my current load factor I think I need to build this by 2025.  I might be able to push it to '27, '28 if load slows down a bit given my downside risk.  Was this considered at all?

MR. JESUS:  So we are -- we were -- we are seeing continued demand from our customers in certain areas of the province, which is where these reinforcements are required, such as in southwestern Ontario, in northern Ontario, central Ontario, eastern Ontario.  In fact, the entire province is expanding.  And these investments that have been identified as part of this application are targeting that economic growth, that customer growth, in those areas of the province.

MR. LUSNEY:  Okay.

MR. JESUS:  So we did not consider that.  We're still seeing strong demand for those facilities.

MR. LUSNEY:  Okay.  Coming back to the earlier kind of discussion on alternatives to deferment and temporary measures, which could be a targeted demand response, CDM programs, or other actions.

I think, based on your response, the way that I envision it -- I'm going to channel former distribution planning -- you plan the work, and then at some point you cross a threshold where you work the plan.

So what Hydro One is doing is working the plan.  In other words, we're committed to solution A, we are no longer going to look at solutions B, C, and D.  But in terms of solution A we have to make adjustments on the fly, given uncertainties and this uncertainty is inflationary pressures.

So Hydro One really was left with two options:  Do it or don't do it, not look at other ones, given the approach to this rate proceeding.  Is that correct?

MR. JESUS:  I wouldn't characterize it the way you are characterizing it, Mr. Lusney.

The plan that we've put forward addresses, as I indicated, a number of needs.  Notwithstanding system -- asset system needs, customer needs, the reality is our assets are aging.  They're deteriorating in condition.  We need to replace them in order to maintain them in good functioning working order to maintain the reliability and resiliency of the system.

So this work is absolutely required to address the needs that are on the system.

MR. LUSNEY:  But it would be fair to say the work is not the only option to address the system need, that what's put forward as your plan is the preferred solution.  There are other solutions that could have gone forward and were rejected as part of your asset management planning for various reasons, whether safety, reliability, cost-effectiveness and so on and so forth.

MR. JESUS:  Again I reiterate it is a balance, Mr. Lusney.  And the plan we have before you addresses those system needs consistent with customer engagement, as well as the asset needs that the investments require to continue to operate those assets in good working order.

These assets were built -- most of them were built at the turn of the World War II.  They are aging.  They're deteriorating in condition.  And you know what, we need to continue to invest in them.

MR. LUSNEY:  Thank you.  Can we go to Staff 393, which OSEA was referred to in one of their answers.  In response to -- so let me just bring it up myself, so I can figure out exactly what I want to look at.

Response D -- well, first response A, so if we scroll up.

Hydro One -- so in the response, Hydro One did not update its plans as part of this application to reflect the IESO's December 2021 APO.

However, in answer to D, am I right in assuming that Hydro One used the 2021 APO CDM savings?  So you picked certain stuff out of the 2021 APO to include, and others that you didn't include.

So one on the spend side is A, T&D, capital plans.  But then on the CDM side you brought in the others.  And any comment on why that decision was made?

MR. JESUS:  We will take a breakout room.  It is cross-functional in nature and we will come back to you.

MR. LUSNEY:  Okay, thank you.

[Witness panel confers in breakout room.]


MR. LUSNEY:  James, for your understanding, I have one more question after this and then I will be done.

MR. SIDLOFSKY:  Thanks, Travis.  I appreciate that. 

MR. JESUS:  So, Mr. Lusney, in part C, the response addresses your specific question in that a reduction in energy demand is not necessarily to reduce the capital investment and maintenance required to sustain the electricity grid to continue delivering secure and reliable electricity.

There is still a lot of investments that we require, as I have already indicated, to maintain the system and to make sure, from a system renewal, those investments are not going to change based on demand or increased or decreased in CDM.  Those investments are required.

MR. LUSNEY:  And that makes sense to me because it links to what we were just talking about.

For investments that are sensitive to demand growth, did Hydro One perform any additional analysis when integrating the 2021 APO's CDM forecast, with respect to the work that is laid out?

MR. JESUS:  So no, we did not carry out any additional analysis.  And the reason is that all of these investments that address growth are regional in nature, as I indicated.  They are pockets of growth that are occurring, requiring investments not only in system service, but system access as I alluded to all across the province. And that growth continues as we speak.

MR. LUSNEY:  Okay.  Can we go to OSEA-007, and this would be my last set of questions.

So in this, we asked -- thank you very much for the update to the DSS 01 table which is, to my understanding all of the demand-side related investments within the system to address growth; in other words, to meet growing demand and the increases with inflation.

I believe there were some questions yesterday, and I will reiterate the ask.

Given the growing demand growth and higher inflation pressures, has Hydro One explored inflation protections as part of these projects for long lead items or other aspects?

So in particular, is there anything that Hydro One has done to try and lock in, and lock or protect inflationary costs going forward?

MR. BERARDI:  It is Rob Berardi, and I just wanted to highlight a couple of items.  We've been able to mitigate 

-- and I am going to specifically talk because you mentioned long lead items, and we've specifically talked about materials and services.

So for 2021 and 2022, we've been able to mitigate some of those inflationary pressures.  But we do see those pressures in 2023 and beyond, and they're cumulative and they're also lagging from some of our procurement contracts.

For instance, we've been bundling to try to, you know, deal with a long lead.  However, with the capacity constraints with suppliers, we've had to pay market price for a lot of those long lead items.

So there is an impact for 2023 because of those market prices that we've had to pay.

MR. LUSNEY:  Okay.  Thank you very much.  That is the end of my questions.  I appreciate the time of the panel.

MR. SIDLOFSKY:  Mr. Lusney, thanks a lot.  It is now 12:50.  Why don't we come back at 1:35 and we will be going ahead with Pollution Probe at that point.  Thanks very much.
--- Luncheon recess taken at 12:50 p.m.
--- On resuming at 1:36 p.m.

MR. SIDLOFSKY:  Let's go back on the record.  Good afternoon, everyone.  We are going to continue with John DeVenz, Pollution Probe.
Examination by Mr. DeVenz:

MR. DeVENZ:  Good afternoon, panel.  As Jamie indicated, my name is John DeVenz with Pollution Probe, representing Pollution Probe.  And with your help, I am going to strive to keep us on schedule and hopefully maybe even save a little bit of time.

So my initial questions are for Mr. Vetsis, and it is regarding Pollution Probe O-PP-22, part D.  Great.

So we had asked Hydro One to update -- there was three tables in their business plan that was a part of the filing, Exhibit A-3-1, attachment 1.

Now, before you go there, let's -- why don't we just check some numbers here.  So in the update we're showing the impact on rates for transmission was 4.9 percent.  So that was an increase of .9 percent, and that shows down below.  If we can just scroll to the distribution revenue requirement one.  Yes.  There we are.

So the annual rate impact is 3 percent, and that was a .5 percent increase from this table.

Now, one thing I want to clarify, we had asked Hydro One to do this, making the assumption that no revenue requirement was deferred into the next rate period.  So we asked that, you know, that -- we assumed that was not -- did not happen.

So that shows a .5 percent increase.  If we can go now to Exhibit A-3-1, attachment 1, and page number 10.  So in this one, so for -- oops.  You're there.  Just a little bit up.  So, yes, transmission showed 4 percent and, as I indicated, in the update it was 4.9.9 percent.  So that is all good.

So now if we go to the distribution one.  I think it is down.  Yes.  There we are.  So this one shows that the base was 2.2 percent per year on average, and this is your business plan, of course, that was prepared, I believe it was May of 2021.

So by my calculations, the increase is actually .8 percent, but in the response in the interrogatory it indicated the variance was .5 percent, and I just wanted to just ask about and reconcile that difference.

MR. VETSIS:  Sorry, just to be clear, you're trying to reconcile the .5 percent estimated load?

MR. DeVENZ:  So -- no.  So in this one we're showing that the annual rate impact on average over the five years --


MR. VETSIS:  Sorry, I apologize for interrupting you.  It sounds like there is a few people having technical issues in the room.  If you can just pause for a couple of seconds while we resolve them.

MR. DeVENZ:  Oh, sure.

MR. SIDLOFSKY:  Let's just go off the record for a minute while you do that, and you can let us know when you are ready.

[Technical interruption]


MR. VETSIS:  Could you -- Mr. DeVenz, would you mind repeating your question a little bit just to make sure we can hear you.

MR. DeVENZ:  Sure.  Fine.  So in this one we are showing that the annual rate impact over the five-year period, the average per year is 3 percent, and down below it indicates the variance in the load table below, it says annual rate impact variance is 0.5 percent.

So I calculated that, given that the original filing was 2.2 percent per distribution, that the actual variance is .8 percent.  So I just wanted to reconcile that difference.

MR. VETSIS:  That might be better done sort of offline to reconcile the difference, I think.

MR. DeVENZ:  Oh.  Yeah.  I am assuming -- I am assuming that the correct number is 3 percent, and that the actual difference is .8 percent.  That is my assumption.  If it is something different, yeah.

MR. VETSIS:  That will --


MR. SIDLOFSKY:  Would you like to undertake to confirm that?

MR. DeVENZ:  Okay.  Great.  Thank you.  Okay.  So --


MR. SIDLOFSKY:  Sorry, just, Mr. DeVenz, just let me stop you.  We will make that Undertaking JTU2.18.  
UNDERTAKING NO. JTU2.18:  TO RECONCILE THE DIFFERENCE IN THE ORIGINAL FILING OF 2.2 PERCENT PER DISTRIBUTION COMPARED TO THE ACTUAL VARIANCE OF .8 PERCENT.

MR. DeVENZ:  Thank you.  Getting a little ahead of myself.

So now if we could go back to the original filing, 
A-3-1, attachment 1, page 11.  And, sorry, up a bit.  Just up a bit.  Yes.  That's great.  A little bit more.  Okay.

So there is a table at the top, and it is a sensitivity analysis that Hydro One has undertaken.  And it was looking at the sensitivity to two issues.  One was the return on equity going up to 8.83 percent from 8.34 percent, and your return on debt going up very small to 4.04 percent.

And if we look at that table, we can see very clearly that the lion's share far and away of the increase of the, I think it is 4. -- sorry, it's a five-year average -- I can't -- sorry, I just need to move this box here.  Yes.  Is 4.4 percent.  So the increase is .4 percent from the original filing, so that sensitivity is showing that.

And I just want to confirm, this .4 percent, that gets added to each of the transmission and distribution rates?  So would I assume correctly that in the example we're using here, that the transmission rates go from 4.9 percent to 5.3 and the distribution would go from 3 to 3.4.  Do I have that right?

MR. JODOIN:  It is Joel Jodoin here from Hydro One.  Effectively that's right.  What the tables are doing is looking at sensitivities on potential forecasted ROE and return on debt as at the time of DRO, and it would be additive to the applicable table that precedes these.

MR. DeVENZ:  Okay.  Great.  Thank you.  So I think, as most, you know, would agree that interest rates have in the last year since you filed this, prepared this document, interest rates have gone up quite considerably and, as Mr. Lusney said this morning, the Bank of Canada rate went up half a percent.  And I think most assume too that interest rates -- the outlook for the future looks higher, too.

So given that that's -- it is a pretty material change to interest rates, would it be appropriate to have an update to that particular table with your current outlook for -- and I believe you are using long-term debt here in your numbers here, the 4.04 percent.

Before you answer that, maybe I will ask you a question.  Do you believe that long-term debt interest rates through the rate period will be higher?

MR. VETSIS:  I think from a practical perspective it doesn't matter to our rate-setting framework when it comes to the cost of capital that gets locked in in 2023 and remains the same through the period.

MR. DeVENZ:  Okay.  What I am trying to understand is, is there potentially a material impact on rates during this rate period.  If let's say interest rates or return on debt was 5 percent, in my mind, that is going to have a material impact on rates through the period.  Do you agree?

MR. JODOIN:  I think the first part -- it is important to remember that that return on debt is Hydro One's weighted average portfolio of all debt outstanding.

So there is no scenario where that return on debt could increase to 5 percent by the time we approach our DRO.

As my colleague Mr. Vetsis mentioned, once we get to the DRO, we will update our cost of debt for any -- any debt issuances that have occurred in 2022 plus our forecast for 2023, and there may be some changes to the return on debt, but not anywhere near the magnitude that you have identified.

MR. DeVENZ:  Oh, okay.  So the point being that there is no point in doing an update on this because, in your view, it is immaterial, the impact of any change on the cost of debt through the rate period?

MR. JODOIN:  I think there are two parts.  I would agree that any change relative to when we would have ran this table last is likely immaterial.

But the other point as well, especially as we get into the back end part of the plan, 2024 through 2027, there is no fluctuation at all because we're locking in at whatever it is in 2023 and then from there, it is on Hydro One to manage appropriately.

MR. DeVENZ:  Okay.  So just so I am really clear, I will keep it to one more question.

So your expectation for the impact on rates when you come to DRO at this point in time, you think it is going to be pretty insignificant.  Like we're not talking a half percent impact on rates, or even 0.2 or 0.3 percent, you don't think it will have that impact?  We can't hear you.

MR. JODOIN:  Thanks for that.  After a couple of years, I would have figured out the mute button by now.

Yes, that's fair.  I don't expect when you translate any changes in our weighted average cost of debt between now and the DRO, translating that to revenue requirement and then rates, the impacts will be minor.

MR. DeVENZ:  Great.  Thank you so much.  All right.  So now we will move on to Pollution Probe 26, O-Pollution Probe-26.

So in this -- and specifically we can go to, sorry, the response.  I think it is C or D.  Oh, yes.  It is D.

So in there you indicate that approximately 20 percent of general plant investments are mandatory.

Would that roughly apply equally across all of the different categories, like IT and fleet and real estate and facilities?  Is it pretty much flat across the board?

MR. JACKSON:  It's Alex Jackson here from Hydro One.  No, we do not anticipate it would be sort of equal across the board in the general plant category.

MR. DeVENZ:  So are you able to tell me, you know, what it is for each of -- would you be willing to undertake to tell what it is for each of the key categories?

MR. JACKSON:  I will provide a little bit of additional context to that response.

Largely, when we look at the mandatory work within the general plant category, it is largely focussed around the operating infrastructure, operating technology.  It supports real time operations, especially as it relates to our transmission business.

There are a number of requirements from sort of regulatory bodies with regards to functionality, up time, you know, considerations like that that ultimately make that critical infrastructure mandatory from an investment perspective.

MR. DeVENZ:  So what are you able to tell me what the mandatory amounts are for fleet and real estate and facilities?  Can you give me an estimate of what those are, a percentage that is mandatory?

MR. JACKSON:  So in general, outside of sort of any sort of provisions for -- I will call it sort of break/fix type replacements, there is some degree of discretion with regards to the timing and pacing of those types of investments.

I think it is important to clarify that, you know, from a strictly discretionary versus mandatory perspective, we do have very clear criteria in terms of responsiveness to business requirements, as well as the ability to enable the business, particularly in light of a growing work program.

The requirements have, you know, sufficient and appropriate facilities and, you know, other specialized equipment in place.  There's definitely a higher focus on that.

With that being said, it doesn't necessarily meet the direct criteria that we have outlined in SPF section 1.7 as it relates to the mandatory and discretionary split.

My colleague, Mr. Berardi, may have some additional comments to add to that.

MR. BERARDI:  Thank you, Mr. Jackson.  It is Rob Berardi from Hydro One.

So for fleet, the real goal for the capital investment is to minimize life cycle costs and equipment down time, so to ensure that we're able to serve our customers and we don't pose any operational risk.

In addition, on the fleet side is -- part of our investments are to lower greenhouse gasses as well.

And then if I turn to, you know, the facilities and real estate, we do have significant facilities that are near end-of-life and in poor condition.

So by 2027, 50 percent of our facilities and real estate assets will be in poor condition.

So although they don't meet the criteria of mandatory, they are urgent, and in urgent need for us to invest in these facilities so we don't have any operational risks.

MR. DeVENZ:  Just to clarify and make sure I have it right, you've made the case and I read over your filing that there is no mandatory requirement within the real estate and facility budget.  And I assume that is the same for fleet, because when I think of fleet, to me it is just about dollars and cents.  I mean, if you ended up delaying purchasing vehicles, what you are going to do is you are going to drive up the cost of maintenance, but you are still going to keep those vehicles running and in safe order.  Is that not right?  Like fleet is...


MR. BERARDI:  Just to clarify, these are critical assets that we are referring to.

So running our fleet assets to ground and some of our facilities, their critical infrastructure, in order to support the execution of our work programs.

So you know, in that narrow definition of mandatory, I would suggest that they are critical and these investments need to be made in our critical fleet and our facilities and real estate.

MR. DeVENZ:  Okay.  So just to close-off then, we're in agreement that -- or my understanding is that fleet and real estate budgets, they're critical and important, but neither of them have any minimum mandatory percentages like regulatory or compliance issues.

MR. BERARDI:  There are some regulatory and compliance.  I don't have the exact numbers in front of me.  So for instance, accessibility.  To upgrade some of our facilities for accessibility, those are -- we must comply. And if we didn't comply, then that would be a challenge going forward.

And I would suggest even on some of our fleet, although they -- you know, using your definition of mandatory, they are critical from reporting to other regulatory bodies like Transport Canada. 

So, you know, a bit of a nuance there, but, you know, using that term "mandatory", I would suggest it is -- there are some mandatory investments that we must make that maybe don't meet the definition that you are referring to.

MR. DeVENZ:  Yes.  Just for clarity, that is not my definition.  That was a definition I took out of your response or in one of the -- I believe it was the updated filing, and I put it in the preamble of this if we could scroll up just for the record.

Yeah, I took this right out of Exhibit O-12, page 11.  That was Hydro One.  It is not my definition, just to clarify that.

So I think it is best that we move along.  So our understanding is that, from previous IRs and transcripts, that business cases for real estate and facility investments are going to be done after approval for funding has been received.  Is that still the case?

MR. BERARDI:  Mr. DeVenz, can you -- which one are you referring to exactly?  What part of the evidence?

MR. DeVENZ:  Oh, okay.  So in B-4, Pollution Probe-020.  That is one.  And then I have a transcript, but we will go to that one first.

MR. STERNBERG:  Mr. DeVenz, while that is being pulled up, can you assist us with which interrogatory response you are seeking to clarify --


MR. DeVENZ:  Well, this is -- we started on O-PP-26.  So this is all on the mandatory.  So we are trying to -- you know, that is all the questions there.

MR. STERNBERG:  Unless I misheard the question, it seems like you are on a different topic now, and it's not --


MR. DeVENZ:  Okay.  So this --


MR. STERNBERG:  -- related to that response.  Perhaps you can assist us.

MR. DeVENZ:  Okay.  So this is related to Pollution Probe 26.  I think we have that interrogatory on the screen.  Can you help us with what part of the response you are seeking to clarify?

MR. DeVENZ:  I don't see it on my screen.  I don't see it.  I still see the old one.

MR. STERNBERG:  Pollution Probe 26 I think you just referred to, which I think is on the screen.  Maybe you can help us with what part of the response you are seeking to clarify.

MR. DeVENZ:  Oh, no.  Well, the question was asked of me when I said -- well, I asked the question:

"Our understanding is that business cases have not been prepared for real estate and facility investments."

And so the question came back to me:  Well, what evidence are you referring to?  So when I made reference to some evidence, which was B4-Pollution Probe-020, do you just want to move along?  Or do you want just to see that?

MR. STERNBERG:  Yes.  I guess the reason I am interjecting is obviously the scope of this technical conference is to be clarifying questions on the interrogatory responses relating to the evidence update.  So it seems like the last question you asked.  And that doesn't seem to relate to an IR response on the --


MR. DeVENZ:  Well, then -- okay.  Let's --


MR. STERNBERG:  -- application update.  It seems to be about the original evidence.  That is why I am interjecting.

MR. DeVENZ:  Okay.  Well, what it is about is, I  mean, the point about asking about what percentage is mandatory is in trying to understand, if the OEB does not in fact approve all of your funding, we want to understand that the process you are going to use to cut investments.

And so my question was going to be, will you be preparing business cases for all of your proposed investments first and then cutting?  Or will you be deciding to cut first and then building business cases later?  

I want to understand the process you are going to go through for cutting, and that is in relation to why we asked the question about what is mandatory and what is not, because ultimately we're talking about what has to stay and what has to go, because, yeah, that is where we're coming from.

MR. JESUS:  So in response, maybe I can help.  In response to your question, in E provided there, if we can scroll down a bit, so you are basically asking -- sorry.  Sorry.  Can we go back to Pollution Probe 026 in the O exhibit.

Yes.  So we've not identified specific investments that would be reduced as a result of potential cuts.  So we are assuming at this point in time that we will receive the full funding that's been requested as part of this update.

MR. DeVENZ:  Hmm-hmm.

MR. JESUS:  And at the time of the decision we will evaluate and -- we will evaluate the specific circumstances, the emerging needs of the system, we will take work that has progressed to execution, we will take all of these factors into accounting in deciding which investments we would need to cut.  At this point in time -- but at this point in time we cannot say which investments would be cut.

MR. DeVENZ:  Yes.  And I was only -- I appreciate that, Mr. Jesus, and my question really was around what the process was going to be.  So I first wanted to get clarification if you have not done business cases.  We didn't get that answer.  That's okay.  But I wanted to understand the process.

Will you be preparing business cases after funding is approved -- you know, depending on whatever the level is -- then making decisions?  Or you will be making decisions on what to cut and then building the business case?  I just wanted to understand the process you are going to follow if in fact the OEB does not approve the level of funding you requested.  That's all I want to know --


MR. JESUS:  So --


MR. DeVENZ:  -- the process.

MR. JESUS:  Thank you, Mr. DeVenz.  Maybe I can help you.

So just to be clear, business cases are done and written for specific capital projects that we would then -- we would be undertaking.  Program-type investments do not require a business case.  They are, in fact, approved by our board of directors at the time that the investment plan is approved.

So depending on the nature of the cuts, we may require business cases for certain projects that we've identified, and for programs the cuts would be reflected in the updated programs and no business cases would be required for those programs, just to be clear.

MR. DeVENZ:  Okay.  So -- and to put it into a live example, in real estate and facilities you have asked for funding of something just under $200 million for eight new facilities.  And they range, I forget the numbers, anywhere from 25 to 60, 70 million.

My question is, for each of those particular projects of that magnitude, will you be preparing business cases?

MR. JESUS:  Yes, we will.

MR. DeVENZ:  Okay.  And so -- so then to follow up to the earlier question, if the Board decides to cut back, are you going to do the business cases first and then cut?  Or are you going to cut and then do the business cases?  I just want to understand the process.

MR. BERARDI:  Mr. DeVenz, I would say on those specific ones that you are referring to in the facilities and real estate portfolio, it depends.

And so, for instance, if you look at Orillia, which is to go in-service in 2024, we're in the process of building that business case, developing that business case now.

But some of the suggested developments and the new builds that are in the latter part of the rate filing would not be in process at this point in time.

MR. DeVENZ:  Okay.  So -- but I am not 100 percent clear here now.  So when you go to make the decisions to cut, you will have business cases for some, but not all.  Did I hear that right?  If you need to cut.  I mean, if it is approved that is a different matter.

MR. JESUS:  It will depend on the timing and need of that investment.  So obviously investments that are required early on, such as in 2023 and 2024, in order to be able to execute the work by that time, business cases more than likely would have -- would have been or are in the process of being prepared.

MR. DeVENZ:  Okay, thank you.  So why don't we move on to Pollution Probe 24.  Here we asked for some financial tables to be prepared, but -- so if we can just scroll down a bit.  So there was table 1.  There was 1 to 6 and essentially they were for three different representative vehicles.

One was for light duty -- a representative light duty vehicle, a representative medium-duty, and a representative heavy duty vehicle.  And there was a number of reasons given why this analysis was not done, and maybe we can go through each one of them.

One of the reasons given was that the technology for medium and heavy duty vehicles is not mature enough for field deployment.  That is in your response.

So maybe if we can go up a bit so we can point that out.  This is not -- maybe it is further down.  So can we stop there?  Okay.

So at the top, the top paragraph there, the second sentence indicates the analysis was not conducted for medium and heavy duty vehicles as the technology is not mature enough for field development.

And another reason was given for plug-in hybrid electric vehicles, Hydro One does not have the data available to perform the analysis.

So if we can go to Exhibit I, tab 7, schedule A, DRC-002, and if we can scroll down.  Yes, great, that table there.

So this is a forecast that you provided to DRC with respect to over the period -- so you have given the year end for fleet in 2021 and then you also show for the -- to the end of 2027.  Have I got that right?

MR. BERARDI:  Yes, you do.

MR. DeVENZ:  Okay.  So in this -- if we just look at fully electric vehicles, you are showing 16 -- a purchase of 16 heavy duty vehicles and 25 medium-duty vehicles during this rate period.  Yet the response indicated that you didn't think the technology was mature enough.  So I just wonder if you can help reconcile that for me.

MR. BERARDI:  Sure.  At this point in time, the information to do a side-by-side compare for fully electric heavy and medium is not available.

However, in our capital investment plan for these types of classes, we believe the market will mature and there will be these vehicles available, heavy duty and medium-duty.

Today, there are no comparators.  We do not have a fully electric bucket truck, for instance, or a radio boom derrick for comparisons.

MR. DeVENZ:  Okay.  So, okay, so that is good.  So you do expect during -- at this point in time, you don't believe those two vehicles are mature enough.  But during the rate period, you do?  That is what I heard.

MR. BERARDI:  Yes.  That's correct.

MR. DeVENZ:  So, okay.  So what criteria then did you use to decide to put them in?  How did you come to that?

MR. BERARDI:  This does go back to the main reasons for our capital investments in fleet, and one of them is -- one of our main objectives is to reduce greenhouse gasses.

Although on the heavy and medium-duty vehicles are not available at this point in time, we believe that the market will get there and some of our manufacturers are in development for those electric vehicles.

MR. DeVENZ:  Hmm-hmm.  I guess where I am coming from, Mr. Berardi, is that, you know, when this was done, you know, the cost of fuel has gone up quite substantially since then.  So that would suggest that maybe there is an opportunity to increase the percentage of electric vehicle purchases.  Is that fair to say?

MR. BERARDI:  I would say that is fair to say, that our capital investment plan for replacing our end-of-life fleet does have a balanced approach.

And as more electric vehicles -- and these are primarily work trucks and work vehicles, heavy duty -- as they become -- as they're online, we can shift our plan to incorporate more electric vehicles into our plan.

MR. DEVENZ:  All right.  You also have hybrid vehicles in there, and you indicated you weren't able to complete the analysis because you didn't have the data.  Does the same answer apply that you think you will have the information later in your analysis.

MR. BERARDI:  Yes.  That's correct.  So for example, we are seeing in the marketplace heavy duty vehicles where the power takeoff or the boom being electrified.  So we will be able to do that analysis in the future.

MR. DeVENZ:  I see, okay.  Okay, so let's see.  If we can just -- where are we now?  Which IR do we have up?  Do we have Pollution Probe 24?  Is that what we have?

In the analysis here, if you go down a bit -- further down, please.  All right.  Stop there.  Okay.

So in the middle paragraph, the last sentence indicates the updated -- basically, where I am coming from is you have indicated you have done an analysis and the internal rate-of-return is 10 percent on incremental costs.

And I just want to make sure, one, we're on the same page with financial terminology here.  On one hand, we've got internal rate-of-return and there is also, you know, people use hurdle rates.

So a company can have a hurdle rate of 8 percent and the internal rate-of-return can be anywhere from 10 to 50 percent, or 100 percent.  We're all good with that?

MR. BERARDI:  Yes. Yes.

MR. DeVENZ:  Okay.  So when you did this analysis and you indicated that you used the one $1.68 per litre price, how many years did you forecast out?

MR. DeVENZ:  We forecasted out to 2030, I believe.  Let me just check that and make sure I give you the correct time frame, because this was based on an original IR from our first technical conference.

Yes, it is from -- it is up to 2030.

MR. DeVENZ:  Okay.  So given you have done the analysis -- and I assume -- because it wasn't clear to me which vehicle this was, but I assume it is light duty electric vehicle versus conventional gasoline vehicles.  And I just wonder, given that you have done the analysis, would you be prepared to just take an undertaking to actually complete the table for that vehicle as we requested?  Tables 1 and 2.

MR. BERARDI:  Can you maybe move up so I can see tables 1 and 2.

MR. DeVENZ:  Oh, here.

MR. BERARDI:  We can provide -- we can provide that analysis for the light vehicle.

MR. DeVENZ:  Okay.  That's great.  Thank you for that.

MR. SIDLOFSKY:  We will give that undertaking number JTU2.19.  
UNDERTAKING NO. JTU2.19:  TO PROVIDE A RESPONSE TO THE TABLES IN IR O-PP-024.

MR. DeVENZ:  And this morning I understood that you are going to be engaging Wood Mackenzie to provide some updated price information and specifically referenced fuels.  And instead of me speculating, can you tell me what -- which fuels and how long a forecast or if you are even getting long-term forecasts?

MR. BERARDI:  I just wanted to -- it is Rob Berardi again.  I just wanted to provide some clarity.

The Wood Mackenzie study that I referred to is one that is based on -- it reviewed our methodology for non-labour material and services for 2021 and provided an opinion on our methodology.

The other report that -- or the other report that I was referring to -- and I will just try to find a reference for you.  It is in, I think it is in VECC 145.  And if you go to VECC 145, response (a), we subscribe to Pro Purchaser, which does provide that analysis on those commodities.  So we will provide that as well.

MR. DeVENZ:  Okay.  And so will those be included -- will you be using those forecasts in your analysis?

MR. BERARDI:  It would be consistent with the indices that are within each of those contracts.  So each contract, procurement contract, does reference an indice, and that is what we use for price adjustments.

MR. DeVENZ:  Okay, all right --


MR. SIDLOFSKY:  Sorry, that will be another undertaking, then?  JTU2.20.

MR. DeVENZ:  All right --


MR. BERARDI:  Excuse me.  It's Rob Berardi again.  I think it is the same undertaking that we took this morning.

MR. SIDLOFSKY:  Okay, I'm sorry.  Thanks for that.

MR. BERARDI:  Thank you.

MR. DeVENZ:  And just the last question, and it is very much related to the earlier question, and just wanting to understand the process that if you need to cut, you know, if the Board doesn't approve all of the funding, what's the -- you know, I am just trying to understand the process, what you are going to go through.  And I guess it is related to timing, as you pointed out earlier, you know, are you going to be doing business cases for these investments before you proceed?  Maybe that is a good first question.

MR. STERNBERG:  I am interjecting, because I think -- it sounds like this is the same question that was asked, but it also doesn't seem that it is a follow-up to any response to the updated evidence.  Can you help us --


MR. DeVENZ:  I think --


MR. STERNBERG:  -- in that regard?

MR. DeVENZ:  -- [audio dropout] 24, right?  We were asking for financial information, and it was just really trying to understand the process, but that is fine.

I think that is all of my questions.  Thank you.

MR. SIDLOFSKY:  Thanks very much, Mr. DeVenz.  We will move on to Ms. Grice.  AMPCO.
Examination by Ms. Grice:

MS. GRICE:  Good morning, panel.  It is Shelley Grice representing AMPCO.  Can you hear me okay?


MR. VETSIS:  Yes, we can.


MR. BERARDI:  Yes.

MS. GRICE:  Okay.  I'm sorry, I think there was a thumbs-up there, and I just wasn't sure, so thanks so much.

Okay.  I just have a few items to follow up on from yesterday's discussion.  So I just want to just follow up on some questions that Mr. Rubenstein asked you that resulted in some undertakings with respect to some specific investment undertakings.

And I just wanted to note that AMPCO is concerned as well about the potential data discrepancies that were raised by Mr. Rubenstein yesterday with respect to number of units and amounts related to specific work, and I just wanted to note that AMPCO too seeks the clarity that was requested in Undertakings JTU1.10 and JTU1.12 for the reasons put forward by Mr. Rubenstein, and just want to underscore as well that AMPCO believes it is important to have the right numbers on the record.

Okay.  So if we can now -- I have a question regarding a discussion yesterday, and it is in the transcript, page 83.  Okay, thank you.  And it's a discussion that you were having with Mr. Rubenstein about whether or not you did a rerun of the risk model and the risk-based prioritization. And I believe there is an undertaking there to explain that.

But a little farther down on the page, at line 24, Mr. Jackson states:

"We did look at our prioritization criteria and looking at the work that would fall off or fall below the line."

Can you just explain what you mean when you are saying "prioritization criteria"?  What exactly does that refer to?

MR. JACKSON:  Good afternoon.  It is Alex Jackson from Hydro One.

As described in a fair level of detail in SPF1.7, which details our investment planning process, we do have a number of criteria that are set out with regards to investments that may be considered mandatory.  The exchange that we just had with regards to the Pollution Probe questions ultimately ties back to that criteria around, you know, work that we will proceed forward with on a mandatory basis.  It responds to compliance obligations and whatnot.

MS. GRICE:  Okay.  So that is what you're referring to.  It is nothing beyond that, in terms of your asset condition or those types of things?  That is not what you were referring to?

MR. JACKSON:  As it relates to our risk assessment process, which is also included in section 1.7 of System Plan Framework, you know, asset condition is an important consideration that feeds into our risk assessment process, but this specific reference right here is not necessarily related to any specific asset or any specific condition.

We do ultimately look at it as part of an end-to-end process.

MS. GRICE:  Okay.  I think I understand.  Thank you.

Can we now please go to Exhibit I-22-0-SEC-242.  It is attachment number 1, page 2.  And, yes, just page 2 of that attachment, please.

And Mr. Rubenstein took you to the last bullet.  And this is a presentation to your board of directors on March the 23rd of this year, and it was prepared by Hydro One's chief legal officer and corporate -- chief corporate affairs and customer care officer.

And on the very last bullet it says:

"Given our commitment to putting customers first, we worked with the Board Election Readiness Advisory Group to consider a number of mitigating options."

So I just wanted to follow up.  Who is ERAG, or the Board Election Readiness Advisory Group?  Can you please just provide some background on that group?

MR. JESUS:  So it is a group -- it is Bruno Jesus from Hydro One.  It is a group put together by -- across the lines of business to understand what is happening as part of the election, in terms of the platforms, in terms of what's being said in the media.  So monitoring communication channels, understanding what the various candidates are saying, and really about how it impacts Hydro One.

MS. GRICE:  So is this advisory group, is it a standing advisory group?  Or is it created during an election cycle?

MR. JESUS:  Can we have a breakout room, please?

[Witness panel confers in breakout room.]


MS. BURKE:  One moment, please.  Mr. Bruno has to -- Mr. Jesus has to -- has to rejoin the meeting.

MR. JESUS:  Okay.  Ms. Grice, can you hear me?  Everyone can hear me?  Sorry, I left the meeting entirely.

MS. GRICE:  Okay.

MR. JESUS:  Ms. Grice, I want to correct something that I said.  So this is a board election readiness advisory group.  I misspoke saying that it was put together from across the lines of business.

I was thinking of another readiness committee that we have going on for the purpose that I mentioned earlier on, to make sure that we're monitoring communication.

This is an advisory group to the board of directors, and it is only a standing committee during the time of the election.

MS. GRICE:  Okay.  Thank you.  And in terms of who is on the committee, is it Hydro One Board members, Hydro One staff, or a combination of both?

MR. JESUS:  We can take an undertaking for that, Ms. Grice, and provide you with those details.

MS. GRICE:  Okay.  Perhaps you could provide -- would it be possible to get the list of members?

MR. STERNBERG:  Ms. Grice, perhaps you can -- before we respond to that, perhaps you can assist us with why you say those details are relevant to -- well, relevant to the application update, or relevant to issues that the OEB will need to consider.

MS. GRICE:  I think it is relevant to the update because of the role of that advisory group in considering the mitigating options.

MR. STERNBERG:  I would like to further consider it.  I am not sure the listing of who all is on that group has any relevance.

But for right now, we will take an under advisement.  So we will undertake to further consider the request and either provide you with a response or, if we object to doing so, we will advise.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  And we will number that JTU2.20.
UNDERTAKING NO. JTU2.20:  TO PROVIDE THE MEMBERSHIP OF THE BOARD ELECTION READINESS ADVISORY GROUP


MS. GRICE:  Then just in terms of engaging this advisory group and working with that group, did Hydro One provide the advisory group with briefing materials on the options being considered and any other analysis?  Was that part of what was done in engaging this group?

MR. JESUS:  I don't have those details, Ms. Grice.  Maybe we can take that as an undertaking.

MS. GRICE:  Okay.  I would just add then as part of that undertaking, if there are briefing materials that were provided, if that could also please be part of the undertaking.

MR. STERNBERG:  We will -- Ms. Grice, I am not sure if there are materials.  And if there are, to what extent they're relevant and/or privileged.  So for now we will give you an undertaking to enquire as to whether there were materials that are responsive to your request.  If they are, we will produce them unless we have any objection to doing so.

And if we object on any grounds of doing so, we will advise.

MS. GRICE:  That's fine, thank you very much.

MR. SIDLOFSKY:  JTU2.21.


UNDERTAKING NO. JTU2.21:  TO ADVISE WHETHER HYDRO ONE PROVIDED THE ADVISORY GROUP WITH BRIEFING MATERIALS; IF SO, TO FILE THEM 


MS. GRICE:  If we can now please go to AMPCO-111.  So in this interrogatory, we were asking for any internal documents related to redirection and reprioritization processes.  And the response refers us back to the evidence, which is section 1.7, subsection 1.7.  Can we please turn that up and go to page 30?

Thank you.  And under the section redirection of funds at line 20, it says there that a redirection committee oversees the operational redirection of funds and authorizes additional spending as necessary.

And then if we turn the page to 31 in this -- lines 9 to 11 it says:  
"Updates regarding significant redirection committee decisions, as well as recommendations related to reprioritization options that require an approval authority that exceeds that of members of the committee are communicated to the executive leadership team."


So I just had a couple of follow-up questions just on the process.  During the 2021 reprioritization, was there a need for that committee to communicate with the ELT?  And if so, could you please provide that communication?

MR. JESUS:  Can we have a breakout room, please?

[Witness panel confers in breakout room]


MR. JESUS:  Yes, Ms. Grice.  So for the purpose of the highlighted section there; i.e., last sentence says:

"As identified, updates regarding significant redirection committee decisions, as well as recommendations related to reprioritization options that require an approval authority that exceed the members of the committee, are communicated to the ELT."

So to my knowledge, we did not communicate anything to the ELT in 2021 as a result of exceeding our authority from a redirection process perspective.

We will check to confirm that and provide any information, or any -- any time as to when we went back to the ELT for their approval on those redirections.  So we will take that as an undertaking.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  And, excuse me, that will be Undertaking JTU2.22. 
UNDERTAKING NO. JTU2.22:  TO ADVISE WHETHER, DURING THE 2021 REPRIORITIZATION, THERE WAS A NEED FOR BOARD ADVISORY COMMITTEE TO COMMUNICATE WITH THE ELT AND, IF SO, TO PROVIDE THAT COMMUNICATION.

MS. GRICE:  Okay.  And then in terms of 2022 work, has there been any reprioritization efforts undertaken by this committee to date?

MR. JESUS:  So the redirection committee is a standing committee that reviews the current spending envelopes from both O&M and capital perspective.

So there are ongoing meetings associated with this committee.

MS. GRICE:  Okay.  And to your knowledge, there have been no -- there's been no correspondence that has gone to ELT regarding 2022?

MR. JESUS:  So we continue, as we indicated in our evidence, we continue to experience significant inflation pressures in 2022, as well as significant demand pressures related to system access; i.e., new connections that we're having to address and manage.  And as a result of those pressures, that has been communicated to the ELT.

MS. GRICE:  Okay.  Do you have a memo or a document that you could provide regarding 2022 from that committee?

MR. JESUS:  So we have -- go ahead.

MR. STERNBERG:  Ms. Grice, I am not sure if there is a document that's responsive.  What I was about to say, unless Mr. Jesus is able to provide a different response or a substantive response, what I was about to say is we can take your request back and consider it and make an enquiry whether there is such a document.  If there is and we accept that it is relevant and not privileged, we will provide it, and if we object to providing it on any basis, we will advise.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  JTU2.23. 
UNDERTAKING NO. JTU2.23:  TO PROVIDE ANY MEMO OR DOCUMENT REGARDING 2022 FROM THE ADVISORY COMMITTEE.


MS. GRICE:  Okay.  My next question is related to AMPCO 122.  We asked a series of questions regarding three investments, SRO 1, SRO 2, and SRO 3, and this particular interrogatory is referring to SRO 3.  And what we were trying to understand was the historical costs.

So if we can please go to page 2 of this document -- or this interrogatory.  Thank you.  And AMPCO 122 updated for 2021 actuals.  And then in terms of the historical actuals, 2018 to 2020, the response said that the actuals for those years only include investments that are associated with connection station investments planned over 2023 to 2027.

And it referred us to a discussion you had in Board Staff Interrogatory 78, and I don't think we need to turn it up, but essentially what it says there is that investment -- there are three investment summary documents, SRO 1, SRO 2, and SRO 3, that in the previous application would have been assigned to SRO 1 to SRO 8, and it's because of that that you are not bringing forward those historical amounts into the current application.

So I understand the response, and I guess what I want to understand is, how do we get a view of the historical costs for the combination of SRO 1, 2, and 3 if we can't get it broken out by individual investment?  Where in the evidence can we rely on the historical dollars spent on that combination of investments, which previously was SRO 1 to SRO 8?  Does that exist somewhere?

MR. STERNBERG:  Ms. Grice, can you assist us with how this relates to the application update and an IR response in particular?

MS. GRICE:  Well, we've been asking for this through the interrogatory process and then again through the update, and now we've got 2021 actuals.  And it is just -- the actuals that are shown for the previous years I don't believe are the full story of the investments done under -- with respect to connection station investments.

So I was just asking if there is a place we can go in the evidence that would give that to us.

MR. STERNBERG:  I'm not sure it is, strictly speaking, within scope, but if someone is able to assist you with that quickly, that is fine.

MS. GRICE:  I apologize.  It is just, it is just only now as part of the process that I understand the tracking of the information from the old application to the new one.  So I just thought if someone could help me out with that, it would be great.

MR. JESUS:  Yeah.  We will take -- let's have a breakout room.

[Witness panel confers in a breakout room]

MR. JACKSON:  Ms. Grice, I think, as has been noted, it is a fairly substantial exercise to do comprehensive remapping.

What we can provide and can offer up is in Exhibit O-2, Schedule 1, Attachment 2, we have provided appendix 2AA which is labelled the transmission capital products table.

For all of the sort of -- I will call it a bundle integrated stations investments, it is captured there as the -- I'm going to say it is the third or fourth line down from the system renewal category.  So it does provide some continuity from actuals from 2018, 2021, as well as the forecast over the 2022-2027 period from both an as-filed perspective as well reflecting the updated inflationary adjustments.

MS. GRICE:  Okay, thank you.  So that would include then SRO 1 to SRO 3 over the historical and future.  That is all that would be in that category?

MR. JACKSON:  So it would be the current SRO 1 to 03, as well as investments that may have been completed or are now sort of at the tail end of their project life cycle, and there may be residual trailing costs that would put that work under the materiality threshold.

MS. GRICE:  Okay.  I appreciate that.  Thank you very much.

Can we please go to Exhibit F-1-4, page 6.  I am just following up on some questions that Mr. DeVenz from Pollution Probe was asking today.

MS. MOLINA:  Ms. Grice, would you mind repeating the cite?

MS. GRICE:  Oh, sure, Exhibit F, schedule 1, tab 4, page 6.  Thank you.  And your discussion with Mr. DeVenz was regarding the change in interest rates and the most recent change overnight.

And this table provides all of the long-term debt, the costs for 2023.  And just given the change in market conditions and the revised interest rates, would Hydro One be able to update this table for distribution and transmission which is at page 12, just to reflect the actuals now and then the revised forecast, given the new rates?

MR. JODOIN:  Thanks, Ms. Grice.  This is -- for the court reporter, this is Joel Jodoin from Hydro One.

So effectively, you're asking for our most recent actuals for each of transmission and distribution, and then the downstream impact on our weighted average cost of capital as of year-to-date results 2022?

MS. GRICE:  Yes.  And that would include any revised forecasts for 2023.

Just given the discussion and the changes that are happening with the market which seems to be daily, if possible, we would like these tables updated for transmission and distribution.  So just page 6 and 12.

MR. JODOIN:  Is there -- is there a specific undertaking that we're clarifying here?  I know like Hydro One is intending on a full update with the appropriate cost of capital forecast as at the DRO, but I just wanted to clarify if there is an undertaking we are referencing here.

MS. GRICE:  Well, I am just following up on the discussion you had with Pollution Probe, and the same things that -- the updates on the issues that you brought forward in your evidence with respect to changing market conditions, and the discussion you had today that brought new information in.  That is sort of the landing point of your updated evidence.

MR. STERNBERG:  Ms. Grice, I'm not sure that is this is within scope in respect of this TC, or that it seeks to clarify an interrogatory response relating to the application update.

Having said that, for purposes of today, we will take it back and consider your request and if we object to providing the updated information, we will advise.  And if not, we will give you the updated information you are seeking.

MS. GRICE:  Okay, thank you.  Can I just add, if you are able to provide an update, if you could also provide the Excel files for those two tables.

MR. STERNBERG:  We will consider that as part of the same request.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  That is JTU2.24.


UNDERTAKING NO. JTU2.24:  WITH REFERENCE TO EXHIBIT F, SCHEDULE 1, TAB 4, PAGE 6 AND 12, TO UPDATE THE TABLES FOR DISTRIBUTION AND TRANSMISSION TO REFLECT ACTUALS AND REVISED FORECAST, GIVEN THE RECENT CHANGE IN INTEREST RATES, INCLUDING ANY REVISED FORECASTS FOR 2023; TO INCLUDE LIVE VERSIONS OF THE EXCEL FILES FOR THE TWO TABLES


MS. GRICE:  Okay.  Then I just have a couple of little areas left based on other things that were raised today.

I just want to follow up on a discussion that you had with Mr. Daube -- I hope I am pronouncing that correctly.

So in the discussion that you had with him, you indicated that you had retained Wood Mackenzie to review the cost models.

And I just had a couple of follow up questions.  My first one is, when did Hydro One retain Wood Mackenzie?  Do you recall?

MR. BERARDI:  Ms. Grice, it is Rob Berardi.  We retained Wood Mackenzie in April, possibly March.  But subject to check.

MS. GRICE:  Okay.  And what did you ask Wood Mackenzie to do specifically?

MR. BERARDI:  We requested Wood Mackenzie to review our cost models with respect to non-labour, so materials and services for inflationary pressures that we're seeing in material and services.  And they reviewed our methodology and provided comments on our methodology that we were following.

MS. GRICE:  Okay.  You mentioned that earlier.  I just wanted to see if there was anything else they were asked to do.

My understanding is they provided an opinion on the methodology and the cost models.  Is that a document that exists?  

MR. BERARDI:  They did provide an opinion, and by way of a previous undertaking we will be providing the report that they provided.

MS. GRICE:  Okay.  Thank you.  And then with respect to the actual cost models, can you just describe those a little more, what cost models were involved as part of their work?

MR. BERARDI:  So the cost models that we're referring to, for 2021 we developed -- well, it is actually -- there were actuals for 2021 that provided visibility to our non-labour; basically, our supply-chain costs and the increases, the inflationary increases for 2021.

We have also built that model for 2022, which shows the increased inflationary pressures in 2022 for materials and services for our procurement spend and how that relates to transmission and distribution.  So -- and we are seeing those continued pressures in 2023.

MS. GRICE:  Okay.  Thank you.  Is it possible for Hydro One to provide those cost models or the cost model?

MR. BERARDI:  Yes, we can provide those models.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  So that will be JTU2.25. 
UNDERTAKING NO. JTU2.25:  TO PROVIDE THE COST MODEL FOR 2022 SHOWING THE INCREASED INFLATIONARY PRESSURES IN 2022 FOR MATERIALS AND SERVICES FOR OUR PROCUREMENT SPEND AND HOW THAT RELATES TO TRANSMISSION AND DISTRIBUTION.

MS. GRICE:  Okay.  And then just in the discussion that was taking place, there was a reference to Undertaking JTU1.14, which I believe Hydro One referenced which they -- you linked to the Wood Mackenzie review of the cost models.  But the undertaking, this was an undertaking by Mr. Rubenstein yesterday with respect to whether or not Hydro One considered third-party report subscriptions, et cetera, in order to forecast out commodity costs.

I just want to clarify.  I know you are doing an undertaking for this and there is an intent to provide.  So there are -- I just want to clarify.  There are third-party reports and subscriptions that exist that was used by Hydro One?

MR. BERARDI:  Ms. Grice, it is Rob Berardi again.  Yes, we do have those, and the reference is VECC 145.  In our response you will see a reference to Pro Purchaser.

MS. GRICE:  Okay.  Thank you.  Can we go to VECC 145, yes, thank you.  I just have a couple of follow-up questions there.  So the inflation forecast model, is this the same model that you are referring to that was used by Wood Mackenzie?

MR. BERARDI:  Yes, it is the same model.

MS. GRICE:  Okay.  And you are going to be providing that?

MR. BERARDI:  Yes, we will provide it.

MS. GRICE:  Okay.  Thank you.  I just want to -- may I just take a moment and just make sure I have covered everything?

MR. BERARDI:  Sure.  I don't know if that question was for me, but...

MS. GRICE:  I just want to -- sorry.  Bear with me, please.  I am almost done.

So do you -- in terms of the reference there where it talks about Pro Purchaser, do we have the latest forecast from that Pro Purchaser from that online platform?  Is that something that you could provide?

MR. BERARDI:  Ms. Grice, I don't have the details on exactly what we have from Pro Purchaser.  We will provide you all the relevant information with respect to all the commodities and we will provide you that visibility.

MS. GRICE:  Okay.  So that's great.  If you could provide that as far out as the forecast with -- sorry, let me say that again.  As far out as the forecasts go when you do that, that would be appreciated.

MR. SIDLOFSKY:  I'm sorry, is that a new undertaking or is that under a previous undertaking?

MR. BERARDI:  I believe it is a previous undertaking.

MR. SIDLOFSKY:  That is what I thought.  Thank you.

MS. GRICE:  And did we -- do we have an undertaking number for that?  I believe so, right?  It is all rolled into the cost model undertaking?

MR. BERARDI:  I believe it is 1.14.

MS. GRICE:  Okay.  Would it be possible just to have the forecast part of that as a separate undertaking?  It might just be cleaner, because it is sort of a different question.  There is getting the cost models and then there is getting the forecast.

MR. BERARDI:  Ms. Grice, just to clarify, this is for the non-labour piece, the material and services.  Yes, we can.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  So we will call that one JTU2.26. 
UNDERTAKING NO. JTU2.26:  TO INCLUDE IN UNDERTAKING NO. JTU1.14 THE LATEST FORECAST, AS FAR OUT AS THEY GO, FROM PRO PURCHASER, SPECIFICALLY THE NON-LABOUR PIECE, THE MATERIAL AND SERVICES.

MS. GRICE:  Okay.  Thanks very much.  Those are my questions.  Thank you.

MR. SIDLOFSKY:  Thanks, Ms. Grice.  It is just after three o'clock.  I'm sorry.  I am going to leave this in the panel's hands.  Last on the agenda for today and for the technical conference is Board Staff.  We have estimated 35 minutes.

I am happy to take a break right now for 15 and then come back and finish off with Board Staff.  What would the panel prefer?  We can do that, or we can go straight through.  It is up to you.

MR. SPENCER:  I think we would love to take 15 minutes.

MR. SIDLOFSKY:  Let's do that.  We'll come back at 3:20.
--- Recess taken at 3:03 p.m.
--- On resuming at 3:21 p.m.

MR. SIDLOFSKY:  Good afternoon, welcome back.  It is 3:20 and we're moving on to the last part of the technical conference.  I have two colleagues of mine who will be asking some questions of the panel.  First is Chris Cincar, senior policy advisor, and he will be followed by Michael Parkes, senior advisor to the OEB.

Mr. Cincar, if you want to go ahead.
Examination by Mr. Cincar:


MR. CINCAR:  Thank you.  I will be referring to Staff IR 373, which relates to the funds Hydro One is requesting to connect future unknown load customers over the coming five years.

Your response to that IR identified the amount Hydro One is requesting to connect those customers increased from 38.5 million to 40.5 million in the evidence update.

But the other question related to the load forecast in the application, not the basis for the capital expenditure forecast as Hydro One interpreted it.

According to the information Hydro One provided in undertaking JT2.06, the 40.5 million is based on an expectation that 28 new load customers will connect to Hydro One's system.

Staff IR therefore asked how much load was included in the updated load forecast to reflect the 28 new load customers you expect to add to the system.  Your response to the IR seems to indicate load associated with those new load customers was not reflected in the load forecast updated application.

Is Staff's understanding correct that it wasn't included?

MR. ALAGHEBAND:  It is Bijan Alagheband from load forecast, Hydro One.  Actually, I didn't understand your question, and where it says that load forecast is not considered.


MR. CINCAR:  No.

MR. ALAGHEBAND:  New connections?

MR. CINCAR:  I asked about how much added load was included in the load forecast to reflect those customers, and you didn't indicate any increase that was reflected.

MR. ALAGHEBAND:  Oh, okay.  I believe there was a question like that in the original application that we had.  We had an interrogatory asking for how much load is related to new connections coming up, and we answered that.

I am not sure if this is asking the same thing here, but we can update that table.

There was a table showing, you know, the amount of load for 2023-2027.  If you bear with me, I will try to find that interrogatory and let me just --


MR. VETSIS:  While Mr. Alagheband looks for that, do you mind scrolling up a little bit, Carla, so I can see the top of the interrogatory?

I am looking at the interrogatory, Mr. Cincar, and it looks like what the question is asking -- it appears the cost forecast for specific ISD has changed relative to the original filing.

So the driver for that change in cost is not incremental connections.  It appears to be a change in the inflationary assumptions of the costs to make those connections.

So from that perspective, you wouldn't expect the load to change.  It is just the cost basis underpinning the nature of those connections.

MR. CINCAR:  Okay.  I just want to confirm, though, that the load was reflected in the load forecast to reflect those 28 customers, because that is what I was trying to ask.  But the response was about the capital expenditure forecast, and I don't recall any interrogatory response identifying how much load was included or whether it was included in the load forecast to reflect those new customers.

MR. JESUS:  Can we have a breakout room, please?

[Witness panel confers in breakout room.]


MR. ALAGHEBAND:  Okay, in the load forecast we actually forecast all of the future, you know, increasing number of customers and we have a forecast for load and number of customers going into the future.  These are really broad based calculations and not a specific customer that may or may not be connected, but those are based on general trends in the economy.

MR. CINCAR:  So you have no -- no estimate specifically associated with those 28 new projects?

MR. JESUS:  Mr. Cincar, maybe I can help here.  The unknown customer connections that Mr. Bijan has included as part of his load forecast.  But for the specific projects, obviously they're future unknown.  So we don't know how much load they're going to potentially bring and connect to the system.

The basis of these funds being requested is based on the historical experience with customers approaching us where we did not have that information at the time.

So we're estimating that we would need to connect potentially 28 customers, based on this interrogatory.  If you -- does that make sense?

MR. CINCAR:  Well, I guess I would have expected you're forecasting what the costs will be to be, based on historicals, and wouldn't you have like the historical load associated that that forecast was based on?

Like if we connected, say, 28 in the five-year period before and there was load associated with that and so we should incorporate that amount of load in the load forecast?


MR. JESUS:  So I think from a load forecast perspective, our load forecasting team is looking at the forecasted projections of customer connections and the load that they would bring.

But for the purpose of this interrogatory, it was looking at updating the cost associated with these 28 unknown future connections.  And so the specific loads associated with these is not currently available.

MR. CINCAR:  Okay.  So you cannot provide, like, the total figure for these 28 projects that you have incorporated in the forecast to reflect them?

MR. JESUS:  As your preamble, let me just bring you back to the second sentence in the preamble:  "For the purpose of connecting future unknown load customers".  So there is no way that we could know what the load 
forecast -- what the load being connected would be at this point in time.

MR. CINCAR:  Okay.  So there is no load in the load forecast to reflect those customers, then?

MR. ALAGHEBAND:  The load forecast considers the general trend in the number of customers and the load associated with that.  If you want to have an estimate, we can just divide the load by number of customers to see what is the average consumption times 28.  That is what we can provide.  But for this specific 28 customers, we don't make a specific forecast.  We have a total forecast, and we are connecting many customers over time.  It is not just 28.

We are connecting about 7,000 to about sometimes 10,000 customers per year.  So it is -- I can give you average consumption per customer times 28, gives you an estimate of load for these customers.  That is what we can provide.  But not exactly what these 28 customers that are in question.

MR. CINCAR:  Okay.  So when these new load customers actually connect to Hydro One's system, at that point when you do the economic evaluation you will -- you will reflect their actual load to -- forecast of their actual load to carry out the economic evaluation and determine how much you will recover in rates over the connection horizon?

MR. JESUS:  That's correct, Mr. Cincar.  We would go through that process and we would run the discounted cost flows to carry out that analysis.  That would take their load forecast into account specific to those customers; that's correct.

MR. CINCAR:  Okay.  Thank you.  That is all of my -- those are all of my questions.  Thank you.

MR. SIDLOFSKY:  Thanks, Mr. Cincar.  Over to you, Mr. Parkes.
Examination by Mr. Parkes:


MR. PARKES:  Thanks very much, Mr. Sidlofsky.

Mike Parkes from OEB Staff.  Good afternoon, panel.  My questions will be around the conservation and demand management assumptions in the updated load forecast.  I will be making reference to the OEB Staff compendium, so it might be helpful to bring up that tab.  And these questions will all be follow-ups based on Hydro One's responses to Staff 393 and 395.

So let's start with tab 3 in the OEB Staff compendium.  If we can scroll down to the second graph in this tab, the one called incremental conservation potential.

So I wanted to ask a few follow-ups as to Hydro One's rationale for including this category of conservation within its load forecast.  So Mr. Harper had some questions on this topic yesterday, and I anticipate a few of my questions.  I have just a couple of follow-ups.

So just looking at the transcript from yesterday's tech conference, I think we're -- we landed with Hydro One's position here is that Hydro One confirmed that the IESO hasn't included this category of savings in its reference forecast.  However, Hydro One is of the view that the savings should be included in Hydro One's load forecast, because these savings are actively being sought out at the regional and local levels, and the IESO is actively encouraging this, primarily through the integrated regional resource planning approach.

Have I summarized that accurately?

MR. ALAGHEBAND:  That is correct.  And we also had it that IESO asked other programs which are mentioned actually in this same document about load forecast.  If you had the other pages, I could have shown to you that they have three categories that matters to Hydro One in terms of saving, energy savings, but they showed three general categories.

One is called conservation.  This is what they deduct from their demand.  Okay.  So that is their consideration.  This is what they deduct from the demand.

The other category is about all kinds of demand response programs.  They don't deduct that from demand.  So it is not called conservation.  It is called some kind of demand response programs, and they add that to the supply. So they consider that to be, you know, a supply option to satisfy that demand.

And then the third part is that incremental conservation potential, which can be any of those categories, as they are again kind of supply-side.  Most of them could be a kind of supply-side.

And so there are different categories and are treated by IESO separately.  So our forecast -- our forecast relates to transmission revenue, and transmission revenue is based on actual load net of all these deductions.  This is what we would face, and on that basis we have to deduct all the three components.

MR. PARKES:  Okay.  Thanks for that.  The issue you mentioned with demand response in particular, that is more of a double-counting thing, though, isn't it?  The IESO does include the impact of demand response in its forecast just on the supply-side, not on the conservation side.  Correct?

MR. ALAGHEBAND:  That is correct.  And sometimes the names are a little misleading.  For example, ICI, it stands for industrial conservation initiative.  So the word "conservation" is used there, but in terms of practice in when they do the forecast, it is considered a supply option.  So they don't deduct it from demand forecast.

MR. VETSIS:  I think, just to your last point, you mentioned the term double-counting.  For the purposes of what we do at the transmission level, there is no double-count.  Both of those things equally impact, they directly impact our load, and so they would not be double counted in the methodology that Bijan uses.

MR. PARKES:  No, no, I wasn't trying to go there.  I was just suggesting that the IESO is trying to avoid double-counting and that is why the DR treated it a little bit differently, but I don't think the same consideration applies to the incremental conservation potential.  IESO --


MR. ALAGHEBAND:  But the same thing -- sorry.

MR. PARKES:  Go ahead, sorry.

MR. VETSIS:  We appreciate the clarification, thank you.

MR. ALAGHEBAND:  Yes.

MR. PARKES:  Okay.  So within Hydro One's current rate application, there are no specific CDM activities or programs that are proposed that would lead to material energy savings.  Correct?

MR. VETSIS:  Sorry, are you asking about programs administered by Hydro One?

MR. PARKES:  That's correct, yes.

MR. VETSIS:  As far as I know, no, we're not proposing to administer any programs.  Generally speaking, broad CDM programs, the authority and the obligation for designing and executing those programs lies with the IESO, including that -- you know, the forecasting the targets, et cetera.  It is a big reason why we rely on their data.

MR. PARKES:  Yeah, so I am just trying to reconcile those two pieces of information, where you indicated that the incremental conservation potential that the IESO is not including in its reference forecast is kind of being sought out at the local or regional levels --


MR. ALAGHEBAND:  Yes.  Just in --


[Multiple speakers] 


MR. PARKES:  -- forecast.

MR. ALAGHEBAND:  Just in -- just in addition to the point that was made by Mr. Vetsis, we do participate in those regional plans, you know, IESO expects all of the LDCs to be involved in any region to participate in that, and in those regional plans, and we are participating, you know, and so we are aware of these programs, that they are going -- you know, they are being implemented and they're being, you know, executed.

MR. PARKES:  Yes.  Can you provide any information --


MR. ALAGHEBAND:  And that, maybe participate.  But in terms of, you know, the new system that IESO has, you know, the institution in charge of the execution of all the programs.

MR. PARKES:  Yes.  But those IESO programs are already included in their provincial conservation forecast.  I am asking specifically about the incremental conservation coming from these local regional programs.

Can you point to any information coming out of the regional planning process or from Hydro One's activities as to either programs being implemented or under consideration at the regional or local level that would lead to material energy savings?

MR. ALAGHEBAND:  That information is not readily available, but we have been aware of certain programs that have been done as close to us as this Ontario Energy Board building is.

The program that was there some many years ago is cooling water program, which was executed and it is supplying, you know, the cold water from, you know, deep lake to cool off the buildings.  That actually reduces Hydro One -- I mean system peak and including Hydro One transmission peak.  So that is one aspect that we can refer to that there is such a thing.

There has been some other programs that has been done, for example in -- let me see.  There is retrofit programs in -- let me get the name.  Let me just mention that one.

MR. PARKES:  I will leave it there.  Maybe if Hydro One -- sorry, go ahead.

MR. ALAGHEBAND:  We have to answer you know, that...


MR. PARKES:  If Hydro One can provide any more information on local or regional programs that are active or completed, or planned, delivering energy savings that aren't captured in the IESO provincial conservation forecast, that would be helpful.  I will leave it there.

MR. ALAGHEBAND:  Can I make a clarification?  It is not Hydro One programs.  These are a team working on it and these are the regional level.  So every player in that study can contribute.  But this is IESO at the end doing it.  So it is not Hydro One doing it.  Hydro One is participating, yes.

MR. PARKES:  Well, if it is an IESO doing or leading the program, I think it would be in their provincial -- in their provincial conservation program forecast.

So I agree it could be other distributors, so anything arising out of the regional planning process by Hydro One or another distributor, to deliver Hydro One energy savings.  So I will leave that there.

MR. SIDLOFSKY:  We will give that an undertaking, JTU2.27.
UNDERTAKING NO. JTU 2.27:  TO PROVIDE ANY MORE INFORMATION ON LOCAL OR REGIONAL PROGRAMS THAT ARE ACTIVE OR COMPLETED, OR PLANNED, DELIVERING ENERGY SAVINGS NOT CAPTURED IN THE IESO PROVINCIAL CONSERVATION FORECAST.


MR. PARKES:  Thank you.  Last question on this particular topic.  So Hydro One's March 31st evidence update identified a large transmission and distribution revenue deficiency due to these CDM-related updates to its load forecast.

Has Hydro One run the numbers and developed a load forecast that would exclude this incremental conservation potential category, and calculated what the projected transmission and distribution revenue deficiency would be relative to the originally-filed evidence based on that updated load forecast, but without this particular category?

MR. VETSIS:  No, Hydro One has not prepared such a forecast or conducted such an analysis.

MR. PARKES:  Would you agree to do so by way of undertaking?

MR. VETSIS:  Could we get a quick breakout room to discuss?

[Witness panel confers in breakout room.]


MR. VETSIS:  Mr. Parkes, can you hear me?

MR. PARKES:  Yes, I can.

MR. VETSIS:  I think we would be unable to complete this request in the time available.  What you are talking about is a complete rerun of both our transmission and distribution load forecast, as well as a rerunning of all rates to determine what the impacts will be.  That is a very significant undertaking.

MR. PARKES:  Would you be able to do just an update to load forecast, then, comparing the CDM values in your original as-filed evidence?


MR. VETSIS:  Again, even running the load forecast in and of itself represents a significant undertaking.  A full load forecast run was requested in other IRs, and again, it would be a significant undertaking.  


We outlined our rationale for why we are including it.  We see in regional planning exercises counting the incorporation of these savings to achieve them, and therefore we believe they're appropriate to include in our load forecast.

MR. PARKES:  Okay.  Thank you very much.  Let me switch gears.  I have some follow-ups, you can leave the OEB Staff compendium open.  These are all follow-ups on Staff 395 around how Hydro One converted the provincial CDM savings estimates in the annual planning outlook into savings for Hydro One's distribution service territory.

So if we can start with tab 5 in the OEB Staff compendium -- just scroll down a bit -- I am interested in step 3 of the approach here.  So basically in terms of converting the savings to Hydro One's distribution service territory, you took Hydro One's share of the 2015-2020 CDM targets as a proportion of the provincial CDM targets and then you used that multiplier.  Is that correct?

MR. ALAGHEBAND:  Yes, that's right.

MR. PARKES:  Okay.  So I just want to ask, is the Hydro One target there, does that include any targets that would have been established for distributors that have been subsequently acquired by Hydro One?  Or is it the Hydro One's original target based on what Hydro One was in 2014, I guess?  Let's start with that.

MR. ALAGHEBAND:  Yes.  That includes Hydro One actually.  It is not [audio dropout].

Our application is actually based on interpreting all of the indices as being integrated in into our system in 2023.

So up to that point, all of the calculations are done on the basis of Hydro One only.

MR. PARKES:  Okay.  So that 1159 gigawatt hours would be Hydro One's target, plus any -- the targets of any distributors that have been acquired by Hydro One in the last six years, I guess?

MR. ALAGHEBAND:  Not included, of course, yeah.

MR. PARKES:  Sorry?  I missed that part.


MR. VETSIS:  I believe what he said is that is the -- that total does not include the acquired utilities.

MR. PARKES:  Oh.  Does not include it.  Okay.

MR. VETSIS:  That is the Hydro One Networks target before the acquisition of the other utilities.

MR. PARKES:  Okay.  Do you believe that adding the targets of the acquired utilities would be an immaterial change?  Are we talking -- would that just be a couple of percent in terms of Hydro One's target?

MR. ALAGHEBAND:  Acquired utilities is about -- yeah, it is a few percent only --


MR. PARKES:  A few percent.

MR. ALAGHEBAND:  -- about 5 -- up to 5 percent.

MR. PARKES:  Okay.  So I will leave that, then.  I don't think that is significant, then.  Thanks.

So in Staff 395 you clarified that Hydro One didn't make use of any of the historical data on the distribution level results of its CDM programs, but just used the provincial results from the IESO and then scaled those according to the formula we just looked at.

If we could go to tab 2 in the Staff compendium, and then scroll down to the very bottom of this one, to the table 2 at the end.  Yes.  That is the one.

So I would draw your attention to the fourth row in the last table there, where it is E, historical programs.  So it shows the results from those programs as projected from 2023 through 2027.

So you can see a pretty significant -- about half of the total conservation savings, so 10 to 12 terawatt hours, depending on the year.

Now, can we go to tab 3 in the compendium.  And just scroll to the first graphic there.  Yes.  That one.  So this one, I believe, is the information from the IESO's Annual Planning Outlook that matches up with those -- that category of CDM savings in Hydro One's forecast.  Am I correct?

MR. ALAGHEBAND:  That is correct.

MR. PARKES:  Okay.  And would you agree that for this particular category of conservation, Hydro One would have results at the distribution level for the majority, although not 100 percent of savings shown here?

MR. ALAGHEBAND:  These amounts shown here is actually the persistence of the programs that were executed earlier.  It is not just what was done during the last targeted programs.  It includes all the past programs, and those past programs included things that were not verified, were not actually subject to, you know, verification by IESO.

So these are comparing to all of those totals.  And those totals were actually -- you know, some part of it is verified, sometimes were not, you know, but it was considered into the total by IESO.  And this shows only the persistence of those programs.

MR. PARKES:  Right.  Right.  But the majority of these savings would be for programs that were -- Hydro One would have insight into because it participated actively in delivering these programs, correct?

MR. ALAGHEBAND:  Those programs we had for most of PTS, those programs actually at year 2020 was a bit interrupted, and then was -- the deadline was extended to '21, and, yes, the majority of it would include Hydro One programs that we have.

MR. PARKES:  Okay.  So I can understand the simplifying assumption of using the IESO value instead of the actual results, if it can be sort of shown that Hydro One's actual results were proportionally similar to what other distributors were achieving relative to their targets, so Staff 395(d), that is what I was trying to get at, but I may have phrased my question not that clearly.  So I will try to just rephrase it for the technical conference.

What evidence can Hydro One provide to show that its actual historical CDM results were similar to the average results that other distributors achieved in proportion to their targets?

My understanding is there is quite a wide range of performance between distributors, so if Hydro One's results were, you know, double what other distributors achieved or half of what other distributors achieved proportionally, then this treatment in the load forecast may not be valid, but if they're close to the provincial average then this approach makes sense to me.  I just wonder if you had any more information on that.

MR. ALAGHEBAND:  As I mentioned, there is -- these are all the historical programs, persistence of all of the historical programs, and as such it would be difficult to somehow add up all of those numbers and figure out, you know, how much persistence was lost in the past by the time we get to the year 2023 and how much would have been -- you know, still existed, you know.

So that is -- that is the issue.  We don't have a combined version of what was Hydro One, say, achievements in this regard.  There has been some results which has been published, it's publicly available, and for targeted programs, which one of them ran from -- the last one ran from 2016 to 2020, and there was another targeted program before that, but there was many others in the earlier part which were Hydro -- that Hydro One was part of it.

What happens is those targeted programs were not the only programs.  There were some other programs running at the same time that may or may not be actually included in the Hydro One alone execution program.

So -- and how we keep track of all those savings over time, it would be a very difficult task, actually.  I don't think it is possible, because for each of those programs you have to look at what is the persistence, and for some of those programs we don't have those persistence actually available, and we, you know -- for your information we don't have, you know, the kind of, you know, measurement regarding those performances.

MR. PARKES:  Okay.  That is helpful.  Thanks very much.  So those are all of my questions, panel.  Thanks very much for your time.

MR. SIDLOFSKY:  Thanks, Mr. Parkes.  And I believe that brings us to the end of the technical conference.  So unless there are any final matters from anyone, thanks to the panel, thanks to our reporter, and we will adjourn the technical conference.  Thanks very much, everyone.
--- Whereupon the hearing concluded at 3:59 p.m.
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