
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD
	FILE NO.:
	EB-2021-0110
	Hydro One Networks Inc.

	VOLUME:

DATE:
	Transcribed Discussion regarding Undertaking JTU 2.23
August 15, 2022
	


EB-2021-0110
THE ONTARIO ENERGY BOARD

Application for electricity transmission and distribution rates and other charges for the period from January 1, 2023 to December 31, 2027
Technical Conference held by videoconference

from 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Monday, August 15, 2022
commencing at 9:37 a.m.

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

TRANSCRIBED DISCUSSION REGARDING
UNDERTAKING JTU 2.23

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

JAMES SIDLOFSKY
Board Counsel

MARTIN DAVIES
Board Staff

ASHLEY SANASIE

CHARLES KEIZER
Hydro One Networks Inc. (HONI)

ARLEN STERNBERG
JONATHAN McGILLIVRAY
Anwaatin, Distributed Resources Coalition (DRC)

SHELLEY GRICE
Association of Major Power Consumers in Ontario (AMPCO)

SCOTT POLLOCK
Canadian Manufacturers & Exporters (CME)

ISAAC HANDLEY 
Canadian Union of Skilled Workers (CUSW)

JULIE GIRVAN
Consumers Council of Canada (CCC)

ROGER HIGGIN
Energy Probe Research Foundation

KENT ELSON
Environmental Defence (ED)

RANDY AIKEN
London Property Management Association (LPMA)

MARCIE ZAJDEMAN
Michipicoten First Nation
TRAVIS LUSNEY
Ontario Sustainable Energy Association (OSEA)

MICHAEL BROPHY
Pollution Probe
JOHN DeVENZ

RICHARD STEPHENSON
Power Workers' Union (PWU)

DAN ROSENBLUTH

MARK RUBENSTEIN
School Energy Coalition (SEC)
COLIN FRASER
Society of United Professionals 

BOHDAN DUMKA 
(SUP)

MARK GARNER
Vulnerable Energy Consumers 
BILL HARPER
Coalition (VECC)
1--- On commencing at 9:37 a.m.


2Appearances


6HYDRO ONE NETWORKS INC. - PANEL 1



A. Jackson, C.K. Ng, J. Jodoin.
6Presentation by Mr. Jackson


8Presentation by Mr. Ng


13Examination by Mr. Rubenstein


17Examination by Dr. Higgin


20Examination by Ms. Girvan


21Examination by Mr. Garner


24Examination by Ms. Grice


26Examination by Mr. Stephenson


30--- Whereupon the hearing concluded at 10:32 a.m.





6EXHIBIT NO. KSC1.1:  HYDRO ONE PRESENTATION.




No Undertakings were given in this proceeding.


Monday, August 15, 2022
--- On commencing at 9:37 a.m.

MR. SIDLOFSKY:  Okay.  Good morning, everybody.  My name is James Sidlofsky, and I am counsel with the Ontario Energy Board in this matter.

We're here today on Hydro One Networks Inc.'s custom incentive rate-setting application for transmission and distribution services under section 78 of the Ontario Energy Board Act, 1998.

On -- sorry, Hydro One provided an updated response to Undertaking JTU2.23 in this proceeding and filed more information on Friday of this past week, on Friday, the 12th of August.

Back in mid-July the Board issued a letter informing parties that the updated undertaking response and the additional information Hydro One would be providing in August would be discussed on August 15th, this morning, prior to the start of the settlement conference, and that this discussion will be transcribed and placed on the public record.

The settlement conference will begin immediately following that session.

In the meantime, Hydro One has filed its updated material, as I mentioned.  My understanding is that Hydro One will be presenting a brief -- or they will be presenting a panel which will, in turn, provide a brief presentation on the updated storm costs, and then this will be opened up for questions.

At this point my understanding is that two parties will have questions, School Energy Coalition and Energy Probe.

And following that, we will move into the confidential settlement conference.

To be clear, the scope of this discussion is to -- is to deal with Hydro One's response on the updated storm costs.  I would ask any parties that have clarification questions related to matters that are going to be discussed in the settlement conference to save those for the settlement conference and deal with them in that forum.

So without further ado, I would like to move on to Mr. Keizer, who I believe is presenting a panel of witnesses.  Mr. Keizer, I am going to ask you in just a moment to provide your appearance and introduce your panel.

In the meantime, I would like to ask other parties for appearances.  So I'm going to start with you, Mr. Keizer, and then I will move on.
Appearances:


MR. KEIZER:  Yes.  Charles Keizer, legal counsel to Hydro One Inc.  I am also joined by Arlen Sternberg, co-counsel for Hydro One.

MR. SIDLOFSKY:  Thank you.  Mr. Rubenstein, I believe you are here for Schools.

MR. RUBENSTEIN:  Good morning, Mark Rubenstein, counsel for the School Energy Coalition.

MR. SIDLOFSKY:  Thanks, Mr. Rubenstein.  I will move on to Energy Probe.

DR. HIGGIN:  Yes.  Good morning, everyone.  Roger Higgin for Energy Probe.

MR. SIDLOFSKY:  Good morning, Dr. Higgin.  Those are the parties I understand have questions, at least I understand at this point have questions.  I would ask other parties for appearances as well.

MR. BROPHY:  Good morning, it is Michael Brophy on behalf of Pollution Probe.  I will only be attending as needed.  John DeVenz will be the lead, just to be more efficient, but we will be coordinating throughout this stage, and I would just ask that parties copy both of us on this.

I think John is there if he wants to make an appearance.

Mr. DeVENZ:  Yes, good morning, John DeVenz, representing Pollution Probe, as Mike indicated.

MR. SIDLOFSKY:  Thank you.  Thanks to both of you.  I will move on --


MR. AIKEN:  Good morning.  It is Randy Aiken for LPMA.

MR. SIDLOFSKY:  Thanks, Mr. Aiken.

MS. GIRVAN:  Julie Girvan on behalf of the Consumers Council of Canada.

MR. SIDLOFSKY:  Ms. Girvan.  Thank you.

MR. GARNER:  Mark Garner on behalf of VECC, and I am here with my colleague, Mr. Harper, if he want to make an appearance.

MR. HARPER:  Good morning, all.

MR. SIDLOFSKY:  Good morning, Mr. Harper, Mr. Garner.

I will move on to -- I think I saw Mr. Dumka here.  Are you entering an appearance here this morning, Mr. Dumka?  Okay.  I will move on, not having heard anything there.

MS. ZAJDEMAN:  Marcie Zajdeman on behalf of Michipicoten First Nation.  Good morning, everyone.

MR. SIDLOFSKY:  Good morning, Ms. Zajdeman.  Mr. Elson, I see your name up here.

MR. ELSON:  Good morning, Kent Elson for Environmental Defence.

MR. SIDLOFSKY:  Good morning, Mr. Elson.

MR. STEPHENSON:  Good morning.  It is Richard Stephenson.  I am counsel for the PWU this morning.  Dan, my colleague, my partner, Dan Rosenbluth, is with me as well.

MR. ROSENBLUTH:  Good morning.

MR. SIDLOFSKY:  Good morning to both of you.  Anyone else I haven't mentioned?  Oh, you --


MS. GRICE:  Yes, good morning.

MR. SIDLOFSKY:  Sorry?

MS. GRICE:  Good morning, it is Shelley Grice representing AMPCO.

MR. SIDLOFSKY:  Thank you, Shelley.  Good morning.

MR. HANDLEY:  I am Isaac Handley, here for the Canadian Union of Skilled Workers.

MR. SIDLOFSKY:  Mr. Handley.

MR. DUMKA:  Bohdan Dumka for Society of United Professionals, and Colin Fraser is here as well for the Society.

MR. SIDLOFSKY:  Good morning, Mr. Dumka and Mr. Fraser.

MR. LUSNEY:  Travis Lusney for Ontario Sustainable Energy Association.

MR. SIDLOFSKY:  Mr. Lusney, thank you.

MR. McGILLIVRAY:  Good morning.  Jonathan McGillivray, counsel for Anwaatin and the Distributed Resource Coalition.

MR. SIDLOFSKY:  Good morning, Mr. McGillivray.  Is there anyone else who hasn't spoken up?

MR. POLLOCK:  Scott Pollock, counsel for Canadian Manufacturers & Exporters.

MR. SIDLOFSKY:  Mr. Pollock, thank you.  Hearing no one else, I will introduce Mr. Davies, who is the case manager on this matter, Ashley Sanasie, who is our hearings advisor, and I am joined by other Board Staff members who are sitting in as well.

If there are no preliminary matters, Mr. Keizer, do you have anything before you start?

MR. KEIZER:  No.  We don't have any preliminary matters, but as you indicated, we are going to do just a short presentation.  Unfortunately, because there is a number of different things that we're trying to juggle for today, we didn't get that out in advance, but if it is possible, at some point, Mr. Sidlofsky, can we actually mark it for purposes of identification?

MR. SIDLOFSKY:  Certainly.  I am going to use SC for storm costs when I am designating things here, so I will mark that as Exhibit KSC1.1. 
EXHIBIT NO. KSC1.1:  HYDRO ONE PRESENTATION.

MR. KEIZER:  Thank you.  Very imaginative.

[Laughter]

MR. SIDLOFSKY:  I try.

[Laughter]

MR. KEIZER:  Yes.  So then why don't we just proceed.  The presentation today is factually oriented related to the scope and magnitude of the storm.  Maybe what is the most efficient thing for folks to do -- and I don't know if Mr. Jackson and Mr. Jodoin, were you having problems with your videos?  You are just on mic right now?  Oh, there you are.

Maybe if -- the best thing to do is, why don't I turn it over to the panel.  They can introduce themselves and their associated titles, and then they can walk through this presentation.
HYDRO ONE NETWORKS INC. - PANEL 1

Alex Jackson

C.K. Ng

Joel Jodoin

Presentation by Mr. Jackson:

MR. JACKSON:  Good morning.  It is Alex Jackson from Hydro One.  I am the director of strategy and integrated planning.  And I am joined here with two of my colleagues, Mr. C.K. Ng, who is the vice-president of distribution, as well as Mr. Joel Jodoin, who is the director of strategic finance.

Could we pull up the presentation, and we will do a quick preamble and we will run through the events.  Great.

So we're here today at the request of the Board to discuss the storm event that occurred on May 21st, 2022.  We thought it would be helpful if we provided the parties with some background as, well as perspective on the event in terms of its magnitude, as well as the extent of restoration efforts.

Next slide, please.  On May 21st, Ontario experienced its first derecho in over twenty years.  This storm was a high impact event that resulted in significant devastation across the Windsor to Quebec City corridor.

Meteorologists have described this event as one of the most impactful storms in Canadian history.  A derecho is not a typical thunder storm.  These storms can be several hundred kilometres wide, track for up to 12 hours, and travel hundreds if not thousands of kilometres.

On the morning of May 21st, a thunderstorm system formed in Michigan, and travelled in a general north-easterly direction through southern Ontario, roughly north of the 401.  This storm was characterized as intense, widespread and fast moving, bringing torrential rain fall, hail, tornadoes, lightening and sustained winds of up to 130 kilometres an hour across over 700 kilometres of the Ontario landscape.

This system, and its peak wind gusts of up to 200 kilometres an hour, downed large volumes of trees and caused significant damage.

There was no prior warning that a storm of this magnitude would materialize.  The suddenness of the system provided Environment and Climate Change Canada to issue a number of emergency alerts as the force of this event became apparent.

The Toronto area received and alert around 1:20 p.m., and the Ottawa area received alerts just before 4 p.m.

Next slide, please.  As a result of this event, the province experienced significant outages, impacting over half of Hydro One's customers.  Across Hydro One's system as a whole, the average customer experienced 16.5 hours of outages, which is over twice the average annual impact of a Force Majeure event.  This event ranks as one of the most severe events in recent years.

Given the scale of impact that this event caused, restoration efforts were significant, requiring close to ten days to restore 90 per cent of impacted customers.

I will now turn it over to my colleague, Mr. Ng, who will provide further details on the restoration efforts.

MR. NG:  Good morning, everyone.  This is C.K. Ng from Hydro One speaking.  Is it clear?  Just checking the audio, is it clear?

MS. SANASIE:  It is clear.
Presentation by Mr. Ng:



MR. NG:  Thank you.  Thank you, Alex, for setting the stage for the storm.

I am going to spend the next ten minutes or so to walk through the devastation that came through from this May storm, and talk about our effort in restorations.

Request you go to the next slide.  I will start off by saying that in storm restorations, our top two priorities are number one, to make safe for the public, and number two to restore as quickly as possible.

The people of Ontario depend on reliable power to be safe and live a normal life.  Our priority is to focus on the speediest and safest restorations.

While GTA has only experienced limited impact, the damage outside of the GTA was extensive.  As Alex mentioned, it took ten days to restore 90 percent of the customers.  The last customer was finally restored almost six weeks later on July 4th.

If you look at the screen here on the left side, you will see a set of statistics stating the extent of damage and replacement.  I will draw your attention to the first picture on the top left -- in the middle of the page, the top left photo.

This one here, it shows you that the wires that were still up in the air, and there were extensive debris and tree damage at that location.

What we have to do there is first, obviously to make it safe, and then to clear away the debris, and then we can look at the what was the damage and then perform restorations.  And there were a lot of effort that has gone into the point up until the actual replacement and restorations.  Labour, labour is really the key driver here.

The picture on the top right and the picture on the bottom right similarly shows the extent of damage that is on the ground; tree damage, broken branches and debris.  And once again, it shows the labour force that has gone into performing the clean-up and restoration.

Picture at the bottom left, that shows a broken pole on the ground.  That is actually an easier matter to deal with because the pole is clearly broken.  So we have to replace it, and it is right next to a road for easy access.

Next slide, please.  The restoration effort; so before getting to the picture, I would also like to call out that restorations is more than just asset replacement. It involves, first, damage assessment, then think about locating the fault locations.  Then we get into making safe for the public, and then we have to create a safe workplace, work zones for the crews to perform restorations.  

And then in terms of the actual restoration, it is replacing the asset and picking up the wires and energize.

The two pictures here shows the -- a pole that is broken.  We call it a cascading failure. If you look at the picture on the left, the wires are almost like a spaghetti mess there.  To untangle the wires to make safe for the public and create a safe zone is a non-trivial exercise.  Not only the crew needs to deal with the electrical hazards, the wires and poles are under tensions.  So they also need to deal with the mechanical tensions as a hazard.

At the peak of the restorations, we have deployed almost 3,000 resources and we have used up all the fleet and equipment that we have, which includes five aircraft and everything that we've got to help with the restorations.

In addition to that, we brought in help from other utilities and contractors.  Some of the contractors are in the province, some are out of the province, some of them are coming from the U.S.  And as I mentioned before, the clean-up and restoration lasted until end of June.

And here -- the last point I would make here is that when you look at the pictures here, the cascading failure looks really bad and it was really bad.  However, the access to the location was available; it is right next to a road.  So again, that is the silver lining in these two scenarios.

Next slide, please.   This right here is showing that -- we mentioned that 90 percent of customers were restored in about ten days, and the remaining ten percent of customers, many of them were inaccessible -- were located in inaccessible locations, islands, harbours -- we have to use a barge to bring in truck equipment.  We have to use helicopters and other specialized equipment to help with restorations.  And again, this highlights the labour intensive nature of restorations.

The picture on the right at the bottom, it shows a convoy of U.S. contractors crossing the border coming to help us.

With 3,000 people working on restorations, 16 hours a day around the clock -- 16-hour days for many days in a row, the logistics becomes a big, big challenge.  The simple things such as feeding the crew, finding them a place to stay and handling materials becomes challenging, and that again goes into highlighting the extent and impact of the storm to the company.

All in all at the end of the day, the storm restorations is mostly in labour.  It's not too much about material costs, it is mostly in labour.

Go to the next slide, please.  The picture says a thousand words.  If you look at the picture here, it really calls out the remoteness and the access challenge in getting to sites to help restore customers.  This is an island and we need to get the equipment over to the island, and we also need to establish access and then make safe, damage assessed, and then we can get to restorations.

If you look at the stat on the left-hand side here, we restored 50 percent of customers within 65 hours, and then 90 percent of customers in ten days.  And the last one was July 4th.  It gets harder and harder as you move through the restorations.

Next slide, please.  That is the last of the deck.  Thank you.

MR. KEIZER:  We're ready, I guess, to be able to carry on the discussion based upon any questions that the parties may have.

MR. SIDLOFSKY:  Thanks very much, Mr. Keizer, and thank you to the panel.  We will move on with Mr. Rubenstein.
Examination by Mr. Rubenstein:


MR. RUBENSTEIN:  Good morning.  Can you hear me?  I just have a couple of questions. 

So based on the response to JTU2.23, as I understand it, the capital costs of this storm for the distribution business were 92.7 million dollars.  Is that correct?

MR. NG:  Mr. Rubenstein, this is C.K. Ng from Hydro One.  That is correct.

MR. RUBENSTEIN:  And has Hydro One either calculated or do they have an estimate of what that would be on a revenue-requirement basis in 2022?  What that is equivalent to?

MR. JODOIN:  Mr. Rubenstein, we don't have the exact number on hand, but when you factor in half-year rule, as well as accelerated depreciation, tax impacts, in the first year it's immaterial.  When you look out towards the second and third year, you are probably looking at around eight to nine percent of the total capital costs.  So seven or eight million dollars, approximately.

MR. RUBENSTEIN:  So when you use the term "immaterial", are you using Hydro One's distribution materiality threshold as the definition of materiality?

MR. JODOIN:  That's correct.

MR. RUBENSTEIN:  Okay.  And as I understand part of the storm, as you obviously brought in some crews from other -- other LDCs and contractors -- I read that, in the response.

Now, as I understand, the storm also affected other LDCs.  Did you send out crews to assess, for example, and probably the most likely would be Hydro Ottawa?

MR. NG:  Mr. Rubenstein, this is C.K. Ng.  I don't believe we sent out crews to help other utilities to perform restoration, but we did help them with material.  We did offer material to Hydro Ottawa, because they were in need for poles, and then we did send them poles and hardware.

MR. RUBENSTEIN:  Okay.  But you didn't send them -- you didn't send them out crews?

MR. NG:  I don't believe we did, but I can confirm that.  I do not believe we did.

MR. RUBENSTEIN:  Okay.  That's all right.

I just want to make sure I understand one other component of your response.  You say here -- and I am on page 2 of JTU2.23.  The comment is:

"As a result, Hydro One will not redirect 2020 to capital work to maintain the forecast envelope as indicated in interrogatories O-Staff-367.  If Hydro One does not remain within the as-filed capital envelopes for transmission and distribution, offsetting adjustments will be made to the capital and in-service additions over 2023 to 2027 rate period."

Do you see that?  Do you see that?

MR. JODOIN:  Yes, we do.

MR. RUBENSTEIN:  And I just want to make sure I understand, and then in the next sentence you talk about:

"In this regard the capital work related to the May 2020 storm will not form part of opening rate base for 2023 and would be recorded as an in-service addition, form part of the" -- 


Sorry -- "and will not" -- I can't read my own writing.  I can't read the screen here.

"In this regard the capital work related to the May 2022 storm will not form part of opening rate base for 2023 and will be reported as an in-service and form part of the forecast rate base in 2023.  Hydro One will manage its capital in-service additions over the five years of planned period to account for the adjustment in 2023 which reflects approximately 1.7 percent of the 5.6 billion capital plan."

So as I understand what you are saying here is, the 100-million-dollar -- sorry, the 92-point -- that's looking at distribution specifically -- the 92.7 million dollars that you will spend in excess of your 2022 forecast plan you will offset by reductions between 2023 and 2027.  Correct?  Is that what I am taking away from this?

MR. JODOIN:  That's correct.

MR. RUBENSTEIN:  And I just want to understand if the -- I just want to understand the interplay between that proposal and the capital in-service variance account.  Can you just speak to that?

MR. JODOIN:  Sure.  I can speak to that.  Of course, the capital in-service variance account was set up to ensure that customers are refunded any applicable revenue requirement associated with underspending OEB-approved envelopes to the extent that the underspending does not relate to any incremental sustained productivity.

What Hydro One is proposing as part of this update is to include the 2022 bridge year as part of the capital in-service variance account calculation to ensure that over the six years by spending or in-servicing assets consistent with the six-year estimates as filed in this application, by the end of 2027 we will achieve a consistent rate base as what we have filed and therefore will be held neutral to the cumulative in-service additions in the application.

MR. RUBENSTEIN:  Are you proposing a change, then, in the terms of the S5?

MR. JODOIN:  Hydro One's clarifying that 2022 should be included, which is consistent with past OEB approvals of similar accounts and prior Hydro One applications.

MR. RUBENSTEIN:  But under your proposal, if you overspend in 2022, am I taking it then there would be a balance at that time in the account?  There would be a debit balance in the account?

MR. JODOIN:  That's correct.  And I should clarify.  The account is asymmetrical, of course, so we wouldn't -- as we have noted, we won't be requesting increases in revenue requirement as a result of that overspend balance.

However, over the course of the application, when coupled with the reductions that we will be making to ensure that we're spending consistently with what we filed, by the end of the application period, holding all else constant, there will be a zero balance, given the reductions that will be made.

MR. RUBENSTEIN:  And do I take it it is your understanding of the current operation of the account that you can have a debit balance at a given time?

MR. JODOIN:  That's correct.  I would just again reiterate that, despite that balance, Hydro One won't be requesting increases in revenue requirement as -- given it is an asymmetrical return to customers should we underspend.

MR. RUBENSTEIN:  Okay, thank you very much.  Those are my questions.

MR. SIDLOFSKY:  Mr. Rubenstein, thank you.  I will move on to Energy Probe.  I believe that is Dr. Higgin, or was it Mr. Ladanyi who is asking some questions?

DR. HIGGIN:  No, Mr. Ladanyi is not participating in this session, nor in the ADR, the settlement, so it will be me.  So just --


MR. SIDLOFSKY:  Go ahead, Dr. Higgin.

DR. HIGGIN:  -- if you have any question, Mr. Rubenstein, as usual asked all of the questions.
Examination by Dr. Higgin:


So I just wanted to understand in context if we look at the undertaking response, that is JTU2.23, look at the last paragraph on page 1.  So there you indicate the storm damage response budget for '22 for 46.6 million.  I would just like to understand that -- put that into context.

What is the average historic and forecast budget for distribution for storm damage on an annual basis, approximately?  What is it going to be?

So let's look at, say, the forecast for '23 as an example, as the base year.  And what would be the estimated budget for 2023?

MR. JACKSON:  In terms of the estimated storm response budget for 2023, consistent with our inflationary update of March, that line item is currently sitting at approximately 56 million dollars per year.

DR. HIGGIN:  So 56 million.  So over five years, times that, there would be five times that for storm damage recoveries during that period, which is a significant amount.

MR. JACKSON:  It would be slightly higher than the five times theory, some escalation built into it. And I think, in terms of the characterization of "significant", ultimately it is based on historic experience.  Our service territory is vulnerable to storms throughout the year, and what's been allocated as part of our application is based on our historic experience, excluding outlier years.

DR. HIGGIN:  Okay.  So let's go back and just ask that to put this into context.  What was the historic up to -- and including of course the big event in 2022, what was the historic average budget on storm for the last [audio dropout] years, including 2022?

MR. KEIZER:  I am not sure if we have that readily available, Mr. Jackson, do we?  Or do we have to take an undertaking to provide that?

DR. HIGGIN:  If you could do that.  We want to try to put the amounts into some context, Charles.

MR. KEIZER:  Understood, understood.

DR. HIGGIN:  So that is my questions.  So thank you for your attention and we will move on.  Thank you.

MR. SIDLOFSKY:  Sorry.  Dr. Higgin, did you want an undertaking there or not?



DR. HIGGIN:  Charles offered one, so I assume we're going to get one.

MR. KEIZER:  I think it was more of a clarification.  If Mr. Jackson doesn't have it readily available, then we could undertake to provide the average.  But maybe Mr. Jackson has that.  I am not sure.

MR. JACKSON:  We don't have the long run average available.  We can identify what the figure was for 2021, which may be helpful in some form.

We had budgeted approximately 46 million dollars for 2021.

DR. HIGGIN:  I think we would like to know what the historic average spend was, that is the spend for the historic.  The spend is important.

MR. JACKSON:  So we have provided historic expenditures associated with the storm response line item.

If you can give me one moment, I can bring that reference up.

I believe that figure has been filed in interrogatory SEC 150.

DR. HIGGIN:  Okay.  I will look that up then, thank you.

MR. JACKSON:  Thank you.

MS. GIRVAN:  Jamie, it is Julie Girvan.  I have just a follow-up question or two.

MR. SIDLOFSKY:  Go ahead, Julie.  That's fine.
Examination by Ms. Girvan:


MS. GIRVAN:  When Mr. Rubenstein was asking you about the costs and the interplay with the variance account, what is the debit amount resulting from the storm costs that you are booking into that account?

MR. JODOIN:  The amount would be consistent with the 92.7 million that's been identified in JTU 2.23, which were all capitalized and in-service in 2022.

MS. GIRVAN:  Okay.  And for example, if you in 2023 you underspent by that amount, how does that impact the account?

MR. JODOIN:  To the extent that Hydro One under spends by that amount -- just to be clear, that is our proposal that over the five year period, we would look to make reductions to offset these incremental costs by the 92.7 million over the five years.

To the extent that that occurs, cumulatively that account will be back to a neutral balance and no incremental revenue nor return of revenue requirement will be provided to customers as we will have in service, on a cumulative basis, a consistent amount as to what was filed.

MS. GIRVAN:  Okay.  I will have to think about that.  Thank you.

MR. GARNER:  Jamie, I have one question; it's Mark Garner from VECC.

MR. SIDLOFSKY:  Go ahead, Mark.
Examination by Mr. Garner:


MR. GARNER:  The question I have is the 46.6 million dollars that was in that response for the budget for 2022, where did that number come from, the 46.6?  Do I find that in the last Hydro One case as an estimate for storm damage, and kind of consistent with what is in SEC 150?

MR. JACKSON:  It is Alex Jackson from Hydro One.  If I understand the question, in terms of the reference, it is part of our pre-filed evidence.  We did provide a bridge year forecast for 2022 that does include the approximately 47 million dollars.  And I believe in SEC 266, some additional information in terms of our storm response budget is also provided.

MR. GARNER:  Okay.  So if the 46 -- what I am wondering is if the 46.6 is built into the rate as a proxy for storm damage, is that the idea?

MR. JACKSON:  It would be a provision that we have in our capital plan to account for, I'll say, more normal size storms.  The event from May of this year is certainly an outlier and a very significant event that is over and above things we would typically expect to see.

MR. GARNER:  Right, for sure.  But what I am wondering about is let's say the storm had caused 46.1 million dollars worth of damage.  Would we then be talking about nothing right now because that would be within the envelope that was expected?  Because you did have -- I looked at -- I did go to SEC 150 and you have had other years where you have had significant damage above -- I will call it 45 million dollars.  I think 2018, 2020.

So I am just wondering.  So just as a theoretical exercise, if the storm had caused 46.1 million dollars, would we have -- would we be talking today about this?

MR. JACKSON:  I think these type of hypotheticals are challenging.  Our storm budget -- typically we will see storms throughout the year --


MR. GARNER:  Mr. Jackson, I don't want to be interrupt.  I'm not trying to be argumentative.  I am just trying to figure out this question, in my mind I am asking:   Since it is already built in and there is a storm every year and certain amounts of money, it is the magnitude of the storm I think we're talking about.  That I understand.  I understand this was a lot of storm.

But what I am trying to figure out in my mind is, had the storm been smaller, would it be -- not have been in there?  I guess the ultimate question I am getting to is, why isn't the amount we're really talking about here 92.7 minus 46.6, because 46.6 is already in a sense built into what we're talking about.

Why isn't that the approach because we already have a certain amount.  That is what I -- not confused, but just wondering about.

MR. KEIZER:  Sorry, Mr. Garner, to clarify your hypothetical.  Are you assuming nothing has been spent on storms to date in 2022?

MR. GARNER:  That's a good question, Mr. Keizer.  There may be other storms, et cetera, but it gets to the same point.

Why is the number -- you are taking I think the whole storm damage and you are saying, okay, let's deal with it this way.  I would have thought the calculation would be a bit more complex and, Mr. Keizer, you are pointing out even more complex than I was thinking, but it would basically do a net number.  Do you know what I mean?  And it would net out something and say, here is the incremental, you know, exceptional amount that we need to deal with.

And I guess I am asking, why isn't that the approach, as opposed to, as I think I understand you are doing, is taking the whole amount?

MR. JACKSON:  So for context, as of the end of April we'd spent approximately 16 million dollars of our storm budget.

There is some seasonality that we see throughout the year, typically with the fall storm season.  Oftentimes we see greater expenditures in the back half of the year.

I think our expectation, just given what we have seen over the last number of years, is that that 46 million dollars will likely be fully allocated to other events that we experience throughout the year.

This 92.7 million dollar event is over and above.  I think for context, that one event was more than twice our annual budget, and we do expect additional storms to be experienced throughout the remainder of the year.

MR. GARNER:  Thank you.  Just the one final clarification.  I am looking at your SEC 150, and you had a fairly large damage response of 86 million in 2018 and another fairly large one of 71 million dollars -- I am rounding it slightly -- in 2020.

Can you just tell me, did you approach the Board for those -- either of those two years to seek any exceptional disposition, you know, any exceptional amounts from the Board because of those storms?  2018, 2020?

MR. JACKSON:  No, we did not.

MR. GARNER:  Okay, thank you.  Those are all of my questions.  Thank you, and thank you, Jamie.

MR. SIDLOFSKY:  Thanks, Mr. Garner.  I am not aware of any other parties with questions --


MS. GRICE:  I'm just -- sorry...

MR. SIDLOFSKY:  Shelley?

MS. GRICE:  Sorry.  It is Shelley, representing AMPCO.  I just have one quick question, if I may?

MR. SIDLOFSKY:  Go ahead.
Examination by Ms. Grice:


MS. GRICE:  So I -- thank you.  Thank you.  So just with respect to the Undertaking JTU2.23, it says on page 2 that:

"Given the timing of the storm and the spending that has already occurred year to date, Hydro One has limited ability to redirect other distribution capital work to offset the May 2002 (sic) storm costs."

So I just wanted to clarify.  Does Hydro One have a calendar date in the year whereby the opportunities to redirect capital spending is no longer available?  Can someone just please speak to that?

MR. JACKSON:  We would like to request a quick breakout room, please.

[Witness panel confers in breakout room.]

MR. STEPHENSON:  Jamie, it is Richard Stephenson.  While we're waiting, I just wanted to say I had a couple of questions after Shelley is finished.

MR. SIDLOFSKY:  Okay.  That's fine.  I will move to you after Shelley then, thanks, Richard.

MR. JACKSON:  It is Alex Jackson from Hydro One.  I think there is a few points I would like to try to address, both in terms of Ms. Grice's most recent question as well as a question from Mr. Garner.

When we think about redirection, I think there is sort of two elements.  One is the experience in a given year, as well as the experience over the course of the rate period.

When we look back at the experience of 2018 as an example, one item, we did have a higher than normal storm experience in terms of, you know, approximately 80 million dollars of storm expenditures.

This one single event did exceed that annual total.  As well, in terms of that figure being over and above our historic budget, we still had additional, I will say run way time within the rate period to try to manage the overall capital and in-service additions.

So those two factors certainly play a role.

The fact that we are right towards the very end of the current rate term, as well having this very significant event occurring about mid-year, it really has restricted and constrained our ability to accommodate and redirect for these amounts.

MR. SIDLOFSKY:  Ms. Grice, anything else?

MS. GRICE:  Oh, I'm sorry, I was on mute.  So in 2018 when you had that large storm event, you said you had run way there to manage capex.  What additional runway did you have?  I am just trying to understand, like, if there is a cut-off point where you simply can't -- are no longer able to manage capex?

MR. JACKSON:  If I could clarify.  It was more so that we were very early in the rate term.  The fact that we are now, you know, within five months of the end of the current rate term really does provide the limitation -- the limiting factor that we are faced with.

MS. GRICE:  Okay, thank you.

MR. SIDLOFSKY:  Thanks, Ms. Grice.  I am going to move on to Mr. Stephenson for Power Workers' Union.
Examination by Mr. Stephenson:

MR. STEPHENSON:  Good morning.  I just want to try to understand a little bit about the connection between -- or the work that you did in respect of this storm restoration and the work plan during the upcoming rate period.

And I think it was Mr. Jodoin that spoke to this, that your -- as I understand it, your intention is to offset these costs by reduction in the expenditures during the rate -- the upcoming rate period.  Correct?

MR. JODOIN:  That is correct.  That is the filed approach that Hydro One has taken, as outlined in 2.23.

MR. STEPHENSON:  Right.  And -- but the -- am I right the offset that we're talking about is in respect of what I would call sustainment work?  And I appreciate that may not be the right label these days.  It is not about customer connections or any of that stuff?

MR. JACKSON:  Mr. Stephenson, it is Alex Jackson from Hydro One here.

I think the way I would characterize our planned approach is to review and assess our non-mandatory work.  Typically, work that would be mandatory would be, you know, new customer connections, equipment failures, storm response, whatnot.

We would look at the other subset, the non-mandatory work, to try to accommodate these expenditures over the course of the next rate term.

I think it is important to note that we are still assessing how we will achieve this.  It may be through work deferral.  It may be through opportunities to find continuous improvement.  It may be a hybrid of both sort of paths.

At this point in time, we don't know.  But we will continue to evaluate options to find a path forward.

MR. STEPHENSON:  Okay.  Let me just make sure I understand one thing, though.  The work that you did by way of storm restoration, obviously you replaced a bunch of assets, among other things.

Am I right that it is -- it would be entirely coincidental that the assets that you replaced as a consequence of this storm are assets that would have been replaced on your work plan for the upcoming rate term?  Like there is actually no reason to believe there is any material overlap between those two things.  Am I right?

MR. JACKSON:  That is correct.

MR. STEPHENSON:  So am I right, then, that the inevitable consequence -- and I appreciate there's various ways you can -- you may be able to do this, but it is highly probable that in order to achieve the offset that you have described, there is at least some of the work that you have described in your application, your original application as asset replacement work that is not going to happen now, during the rate term?


MR. JACKSON:  I think the way that I would characterize it is that we will continue to make best efforts to find ways to deliver on the outcomes that have been identified as part of this application through opportunities to pursue continue continuous improvement.

In terms of your characterization of some work may not happen, it is possible.  I think we will continue to evaluate all possible alternatives to continue to achieve and deliver on those outcomes.

MR. STEPHENSON:  All right.  You are not in a position to commit now that you are going to, in fact, deliver on the work plan that you had originally intended to do, given this offset?  You are going to try, but you are not...


MR. KEIZER:  I think there was an issue there, Mr. Jackson.

MR. STEPHENSON:  I don't know if you heard the question or whether I didn't hear the answer.

MR. JACKSON:  I will do a quick check.  Are we good?

MR. KEIZER: I think your sound is there.  You are frozen, but your voice is still working, so that's the main thing.

MR. JACKSON:  Mr. Stephenson, we are going to try to deliver on those outcomes.

I think as you characterized, the path forward is unknown.  But at this point, we are going to continue to strive to deliver on those outcomes.

MR. STEPHENSON:  Okay, thanks, those are my questions.  I appreciate it.

MR. SIDLOFSKY:  Thank you.  Once again I am not aware of any other parties with any questions on this matter.  So if you have any, you'd better jump in now, or I am going to close things off -- but I see Mark Garner is jumping in.

MR. GARNER:  I don't have a question.  I have a question more of you.

The presentation, sorry, was it already circulated as part of the evidence already?  Is it somewhere I can look at is what I am trying to get at and is part of this record?

MR. KEIZER:  Mark, we had been working on it so we hadn't filed it in advance, but we will file it on RESS as soon as possible.

MR. GARNER:  Thank you, Charles.

MR. SIDLOFSKY:  Okay.  No one else appears to be jumping in to ask questions, so I am going to close-off this discussion with thanks to the panel and to our reporter.

We will be moving over to the settlement conference.  Parties involved in that have already received a separate invitation for that matter.  So thank you very much for your attendance this morning at this discussion session, and I will look forward to seeing many of you back in the settlement conference.  Thanks very much.
--- Whereupon the presentation concluded at 10:32 a.m.
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